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Forward-Looking Statements

Meta Financial Group, In®, (“Meta Financial” or “the Company”) and its whplbwned subsidiary, MetaBanK (the “Bank” or
“MetaBank”), may from time to time make written oral “forward-looking statementsihcluding statements contained in its filings wilie
Securities and Exchange Commission (“SE@Y)its reports to stockholders, and in other comications by the Company, which are mac
good faith by the Company pursuant to the “saféddmprovisions of the Private Securities LitigatiReform Act of 1995.

These forward-looking statements include statemeiitsrespect to the Comparsybeliefs, expectations, estimates, and intentioz
are subject to significant risks and uncertaintée®] are subject to change based on various fastonmse of which are beyond the Company’
control. Such statements address, among otherdplibeiing subjects: future operating results; cuser retention; loan and other proc
demand; important components of the Compsatglance sheet and income statements; growthxgrashgion; new products and services,
as those offered by the Bank or Meta Payment SystfiMPS”), a division of the Bank; credit quality and adequatyeserves; technolog
and our employees. The following factors, amongethcould cause the Compasyfinancial performance to differ materially frore
expectations, estimates, and intentions expressedadh forwardeoking statements: the strength of the UnitedeStaconomy in general ¢
the strength of the local economies in which then@any conducts operations; the effects of, and gésurin, trade, monetary, and fis
policies and laws, including interest rate policdéshe Board of Governors of the Federal Resepgse®n (the “Federal Reserve”, the “FR&"
the “Board”),as well as efforts of the United States Treasumoinjunction with bank regulatory agencies to stateithe economy and prot
the financial system; inflation, interest rate, kedr and monetary fluctuations; the timely develepinof and acceptance of new products
services offered by the Company as well as rigkdding reputational and litigation) attendantréie and the perceived overall value of tl
products and services by users; the risks of dgalith or utilizing thirdparty vendors; the scope of restrictions and caanpk requiremer
imposed by the supervisory directives and/or thaseat Orders (as defined below) entered into byGbimpany and the Bank with the Off
of Thrift Supervision (“OTS”) and any other suchtians which may be initiated; the impact of changedinancial serviceslaws ani
regulations, including but not limited to our réteaship with our new regulators, the Office of tBemptroller of the Currency (“OCCgnd thi
Federal Reserve; technological changes, includingbt limited to the protection of electronic §ler databases; acquisitions; litigation ris
general, including but not limited to those rishgdlving the MPS division; the growth of the Comganbusiness as well as expenses re
thereto; changes in consumer spending and savibigshand the success of the Company at managidgealtecting assets of borrowers
default.

The foregoing list of factors is not exclusive. Atitthal discussions of factors affecting the Comparbusiness and prospects
contained in the Company’s periodic filings witletBEC. The Company expressly disclaims any intemtbbgation to update any forward-
looking statement, whether written or oral, thatyrba made from time to time by or on behalf of @@mpany or its subsidiaries.

Available Information

The Company’s website address is www.metabank.cdim. Company makes available, through a link witea 8EC5 EDGAF
database, free of charge, its annual report on Fdi, quarterly reports on Form 10-Q, current ipon Form 8, amendments to tha
reports filed or furnished pursuant to Section Y13(a15(d) of the Securities Exchange Act of 198% (“Exchange Act”)and beneficic
ownership reports on Forms 3, 4, and 5. The inftiondound on the Company'website is not incorporated by reference in ¢hiany othe
report the Company files or furnishes to the SEC.
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PART |
ltem 1. Business
General

Meta Financial, a registered unitary savings armah lbolding company, is a Delaware corporation,pitiecipal assets of which are
the issued and outstanding shares of the Bankleadksavings bank. Meta Financial, on Septembget 283, acquired all of the capital stocl
the Bank in connection with its conversion from thatual to stock form ownership. Unless the contglkerwise requires, references here
the Company include Meta Financial and the Band,ahsubsidiaries on a consolidated basis.

The Bank, the only direct, active full service beumgk subsidiary of Meta Financial, is a commurityented financial institutic
offering a variety of financial services to meee theeds of the communities it serves and a paynmemtgpany that provides servii
nationwide. The Bank provides a full range of ficiahservices. The principal business of the Baak historically consisted of attracting re
deposits from the general public and investing ehfosds primarily in one- to four-family residertraortgage loans, commercial and multi-
family real estate, agricultural operations and estate, construction, and consumer and commebcisiness loans primarily in the Bagek’
market areas. Due to local economic factors, oaiiims of commercial and mulémily real estate loans and commercial busineas:
continue to be lower when compared to prior yeditse Bank also purchases loan participations frametto time from other financ
institutions, but at a lower level compared to pnears, as well as mortgabacked securities and other investments permissibte
applicable regulations. In addition to its commusatiented lending and deposit gathering activitie£004, the Bank created a division knc
as Meta Payment Systems, or MPS, which issuesugapoepaid cards, consumer credit products, andsspe ATMs into various del
networks and offers other payment industry prodeetd services. MPS generates fee income and lod-narcost deposits for the Ba
through its activities. As noted in the “Managen®iRiscussion and Analysis of Financial ConditiomdaResults of Operationsywhich is
included in Item 7 of this Annual Report on FormKOMPS expanded and played a significant rolehaen €Companys financial performance
fiscal 2010 and fiscal 2011.

The Company’s revenues are derived primarily framerest on commercial and residential mortgage sloanortgagesacket
securities, fees generated through the activitfedBS, other investments, consumer loans, agriclltoperating loans, commercial busir
loans, income from service charges, loan origimefées, and loan servicing fee income.

Meta Financial owned Meta Trust Company (“Meta Tiysa South Dakota trust corporation. Meta Trust, distadsd in April 2002 &
a South Dakota corporation and a whallned subsidiary of Meta Financial, provided a falhge of trust services. On September 30, .
the Company sold Meta Trust.

First Midwest Financial Capital Trust, also a wiathwned subsidiary of Meta Financial, was establisheguly 2001 for the purpo
of issuing trust preferred securities.

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

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

Market Areas

The Bank has four market areas and the MPS dividlonthwest lowa (“NWI”), Brookings, Central lowadGl”), and Sioux Empir
(“SE”). The Bank’s headquarters is located at 12&tH-ifth Street in Storm Lake, lowa. NWI operates offices in Storm Lake, lowa.
Brookings operates one office in Brookings, Soutgk@a. Cl operates a total of six offices in low&s Moines (3), West Des Moines (2)
Urbandale. SE operates three offices and one asintive office in Sioux Falls, SD. MPS, which ofeprepaid cards and other payn
industry products and services nationwide, operatg®f Sioux Falls, South Dakota and has an adimative office in Omaha, Nebraska.
“Meta Payment Systenf&Division.”
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The Company has a total of twelve full-service btanffices, and one non-retail service branch inrighis, Tennessee.

The Companys primary commercial banking market area includieslowa counties of Buena Vista, Dallas and Patki the Sout
Dakota counties of Brookings, Lincoln, Minnehahal anoody. lowa ranks 1@ and South Dakota 1% in “The Best States for Business
Careers” Forbes.com, November 2011). lowa has low corpoimteme and franchise taxes. South Dakota has npocate income ta
personal income tax, personal property tax, busiimegentory tax, or inheritance tax.

Storm Lake is located in lowa'Buena Vista County approximately 150 miles nogsiof Des Moines and 200 miles southwe
Minneapolis. Like much of the state of lowa, Stdrake and the surrounding market area are highleégnt upon farming and agricultt
markets. Major employers in the area include Bléista Regional Medical Center, Tyson Foods, Sam Eeods, and Buena Vista Univers
The Northwest lowa market operates tvaffices in Storm Lake.

Brookings is located in Brookings County, South Bak approximately 50 miles north of Sioux Fallsd @00 miles west
Minneapolis. The Bank’s market area encompasse®gppately a 60mile radius of Brookings. The area is generallyakuand agriculture is
significant industry in the community. South Dak@&tate University is the largest employer in Brogjs. The community also has sev
manufacturing companies, including 3M, Larson Matdring, Daktronics, Falcon Plastics, Twin CitynfFand Rainbow Play Systems, |
The Brookings market operates from an office logdatedowntown Brookings.

Des Moines, lowa’'s capital, is located in centralvd. Des Moines was ranked "® in “The Best Places for Business
Careers” (Forbes.com, June 2011). The Des Moinekaharea encompasses Polk County and surroundimgties. The Bank' Central low
main office is located in the heart of downtown Désines. The Urbandale office is in a high growtbaajust off 180 at the intersection of t
major streets. The West Des Moines office operages a hightraffic intersection, across from a major shoppingll. The Ingersoll office
located near the heart of Des Moines, on a majmotighfare, in a densely populated area. The HighRark facility is located in a histori
district approximately five minutes north of dowwto Des Moines. The Jordan Creek office is locategr dordan Creek Town Center in V
Des Moines, one of the fastest growing communitigbe State of lowa and the Greater Des Moines.arke Des Moines metro area is on
the top three insurance centers in the world, wiitty-seven insurance company headquarters and overumuiedu regional insurance offic
Major employers include Principal Life Insurancengany, lowa Health — Des Moines, Mercy Hospital MatiCenter, HWee Food Store
Inc., City of Des Moines, United Parcel Service tiblavide Mutual Insurance Co., Pioneer Hi Bred tn&ional Inc., and Wells Far
Financial and Home Mortgage. Universities and g@kein the area include Des Moines Area CommunitjeGe, Drake University, Simps
College, Des Moines UniversityGsteopathic Medical Center, Grand View College, Al&llege of Business, and Upper lowa Universitye
unemployment rate in the Des Moines metro area5a&#% as of September 2011.

Sioux Falls is located at the crossroads of Intest29 and 90 in southeast South Dakota, 270 silethwest of Minneapolis. T
Sioux Falls market area encompasses Minnehahaiandlh counties. The main branch is located atiilgh growth area of 5% and Wester!
Other branches are located at'88nd Minnesota and the intersection oftl@nd Elmwood. OrForbes’ July 2011 list of The Best Places f
Business and Careers3ioux Falls ranked No. 2 among the best small citMajor employers in the area include Sanford thea\ver:
McKennan Hospital, John Morrell & Company, Citibaftkouth Dakota) NA, and Hyee Food Stores. Sioux Falls is home to Augus
College and The University of Sioux Falls. The updogment rate in Sioux Falls was 4.1% as of Seperdb11.

Several of the Company’s market areas are depermteragriculture and agriculturelated businesses, which are expose
exogenous risk factors such as weather conditioms cammodity prices. Presently, economic conditionshe agricultural sector of t
Companys market area are stronger than they have beeset@ral years. Crop yields in 2011 were variable tduthe abnormally wet spri
followed by an extremely hot and dry July. Overallthe Companys market areas, most crop yields were still avetagdove average. N¢
record crop and livestock prices in 2011 led torrreaord farm income, pushing farmland prices tetiale highs in the Company’marke
areas. The agricultural economy is accustomed tonoadity price fluctuations and is generally ablehandle such fluctuations withc
significant problems. Although there has been maligffect observed to date, an extended periodwfdommodity prices, higher input cc
or poor weather conditions could result in redupedfit margins in the agricultural sector, thus ueilg demand for goods and serv
provided by agriculture-related businesses. Thidccalso affect other businesses in the Compangiket area.
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Lending Activities

General Historically, the Company originated fixed-rategemo fourfamily mortgage loans. In the early 1980s, the Canybegan 1
focus on the origination of adjustable-rate morg@dARM") loans and shorterm loans for retention in its portfolio in order increase tt
percentage of loans in its portfolio with more fneqt repricing or shorter maturities, and in somses higher yields, than fixedte residentii
mortgage loans. While the Company still originad&M loans, more recently it has pursued fixade residential mortgage loan origination
response to consumer demand. Most such loans aegallg sold in the secondary market. At Septen@ier2011, the Company had $2:
million in fixed-rate loans, and $81.6 million imjastable rate loans. See “ManagemgiRiscussion and Analysis of Financial Conditiowl
Results of Operations,” which is included in Iterofthis Annual Report on Form I{or further information on Asset/Liability Managent.

In addition, the Company has more recently focutettnding activities on the origination of commial and multifamily real estat
loans and, to a lesser extent, commercial busivess. The Company also continues to originatetorfeur family mortgage loans, consur
loans and agriculturally related loans. The Compariginates most of its loans in its primary marleea. At September 30, 2011,
Company’s net loan portfolio totaled $314.4 millicor 24.6% of the Company’total assets, as compared to $366.0 million,506% a
September 30, 2010.

Loan applications are initially considered and appd at various levels of authority, depending lom type and amount of the lo
The Company has a loan committee consisting obséemnders and Market Presidents, and is led byCthief Lending Officer. Loans in exct
of certain amounts require approval by at least tmnbers of the entire loan committee, a majoritthe entire loan committee, or by
Companys Board Loan Committee, which has responsibilitytfe overall supervision of the loan portfolio.eT@ompany reserves the righ
discontinue, adjust or create new lending progremmespond to competitive factors.

At September 30, 2011, the Companyargest lending relationship to a single borrowegroup of related borrowers totaled ¢
million. The Company had 24 other lending relatidps in excess of $3.3 million as of SeptemberZ8,1. At September 30, 2011, thre
these loans totaling $14.8 million were classifesdsubstandard. See “Non-Performing Assets, Otband of Concern, and Classified Assets.”
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Loan Portfolio Composition. The following table provides information about tbemposition of the Compang’loan portfolio il
dollar amounts and in percentages (before dedigfammloans in process, deferred fees and discamdsallowances for losses) as of the ¢
indicated. Balances related to discontinued bamkaifpns have been eliminated for all periods priese

At September 30,
2011 2010 2009 2008 2007
Amount Percent Amount Percent Amount Perceni Amount Percent Amount Perceni
(Dollars in Thousands
Real Estate Loan:
1-4 Family $ 34,12¢ 10.7% $ 40,45« 10.€% $ 48,50¢ 12.2% $ 55,66¢ 13.(% $ 45,15 12.€%
Commercial & Multi
Family 194,41 60.€% 204,82( 55.1% 232,75( 58.4% 222,65 51.2% 169,87 47.1%
Agricultural 20,32( 6.4% 25,89¢ 7.C%  26,75¢ 6.7%  30,04¢ 6.6% 16,58: 4.€%
Total Real Estate Loar 248,86: 78.(% 271,16¢ 73.1% 308,01: 77.2% 308,36¢ 71.1% 231,61: 64.2%
Other Loans
Consumer Loans
Home Equity 14,83¢ 4.6% 16,897 4.5%  18,55¢ 4.7% 21,35 4% 23,83 6.€%
Automobile 794 0.2% 737 0.2% 92¢ 0.2% 922 0.2% 1,241 0.4%
Other (1) 18,76¢ 5% 30,47¢ 8.2% 16,51¢ 4.1% 27,05¢ 6.2% 11,69( 3.2%
Total Consumer
Loans 34,39¢ 10.7%  48,11: 13.%  35,99¢ 9.C%  49,32¢ 11.4% 36,76: 10.2%
Agricultural Operating 21,20( 6.€% 32,52¢ 8.8% 27,88¢ 7.C% 31,15 7.2% 33,14 9.2%
Commercial Busines 14,95¢ 4.7%  19,70¢ 5.2% 26,86¢ 6.7% 44,97 10.2% 58,70 16.2%
Total Other Loan: 70,55: 22.(% 100,35( 26.9% 90,757 22.1% 125,45: 28.9% 128,61 35.7%
Total Loans 319,41¢ 100.(% 371,51¢ 100.(% 398,76¢ 100.(% 433,82( 100.(% 360,22: 100.(o4
Less:
Deferred Fees and
Discounts 79 24C 16€ 16C 117
Allowance for Loan
Losses 4,92¢ 5,23¢ 6,992 5,73 4,49
Total Loans Receivabli
Net $314,41( $366,04¢ $391,60¢ $427,92¢ $355,61:

@ Consist generally of various types of secured arsgoured consumer loal
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The following table shows the composition of ther@any’s loan portfolio by fixed and adjustable rate & dates indicated. Balant

related to discontinued bank operations have bimmated for all periods presented.

September 30
2011 2010 2009 2008 2007
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands
Fixed Rate Loans
Real Estate
1-4 Family $ 30,41( 9.5% $ 34,51: 9.2% $ 42,31( 10.€% $ 42,95: 9.¢% $ 34,157 9.5%
Commercial & Multi
Family 155,78t 48.8% 163,84 44.(% 180,89 45.% 171,11 39.4% 128,49! 35.%
Agricultural 16,41¢ 5.1% 16,93] 46€% 17,315 4.4% 20,26 46% 11,61( 3.2%
Total Fixed-Rate
Real Estate Loar 202,61: 63.2% 215,29 57.% 240,51¢ 60.2% 234,32¢ 53.¢% 174,26: 48.2%
Consumel 15,49¢ 4% 19,06¢ 51% 17,39¢ 4.0 42,19: 9.7% 21,47( 6.C%
Agricultural Operating 12,57( 3.¢% 22,49( 6.C% 15,75 3.¢% 16,84( 3.¢% 16,51¢ 4.€%
Commercial Business 7,13¢ 2.3% 11,147 3.1% 15,57¢ 3.8% 25,22« 5.8 31,38¢ 8.7%
Total Fixed-Rate
Loans 237,81 74.5% 267,99¢ 72.1% 289,24 72.5% 318,58 73.2% 243,63 67.%
Adjustable Rate Loan:
Real Estate
1-4 Family 3,71¢ 1.2% 5,941 1.€% 6,19¢ 1.6% 12,717 2.%  10,99¢ 3.1%
Commercial & Multi
Family 38,62¢ 12.1% 40,97 11.% 51,85¢ 13.% 51,531 11.€% 41,38: 11.5%
Agricultural 3,904 1.2% 8,95¢ 2.5% 9,43¢ 2.4% 9,78¢ 2.2% 4.97: 1.4%
Total Adjustable Rei
Estate Loan 46,25( 14.5% 55,87¢ 15.1% 67,49 17.% 74,03¢ 17.1% 57,35( 16.(%
Consumel 18,90¢ 5.¢% 29,047 7.8% 18,601 4.7% 7,137 1.7%  15,29: 4.2%
Agricultural Operating 8,63( 2.7% 10,03¢ 2.7% 12,13d 3.C% 14,31 3.32% 16,62« 4.€%
Commercial Busines 7,817 2.4% 8,562 2.3% 11,29: 2.8% 19,74¢ 4.6% 27,31¢ 7.€%
Total Adjustable
Loans 81,601 25.5% 103,52 27.% 109,52 27.5% 115,23t 26.7% 116,58t 32.4%
Total Loans 319,41¢ 100.(% 371,51¢ 100.(% 398,76¢ 100.(% 433,82( 100.(% 360,22: 100.(o4
Less:
Deferred Fees and
Discounts 79 24C 16€ 16C 117
Allowance for Loar
Losses 4,92¢ 5,23¢ 6,992 5,73:¢ 4,49
Total Loans Receivable,
$355,61:

Net $314,41( $366,04! $391,60¢ $427,92¢




Table of Content

The following table illustrates the interest ra@msitivity of the Companyg loan portfolio at September 30, 2011. Mortgagegh
have adjustable or renegotiable interest ratesshosvn as maturing in the period during which thet@xt reprices. The table refle
management’s estimate of the effects of loan preeays or curtailments based on data from the Cowiparistorical experiences and ot
third party sources.

Commercial Agricultural
Real Estate®) Consumer Business Operating Total
Weighted Weighted Weighted Weighted Weighted
Average Average Average Average Average

Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in Thousands

Due During Years
Ending September 30

20122) $ 19,70¢ 5.21%$ 8,15¢ 53% $ 5,56 4.95% $ 15,21 5.3(% $ 48,63¢ 5.26%
201:-2014 55,43¢ 5.9% 4,99 571% 5,256 5.2€% 2,23 597% 67,92 5.87%
2015 and following 173,72 6.02% 21,25: 6.31% 4,13 6.26% 3,75 5.32% 202,85 6.05%
Total $248,86: $34,39¢ $ 14,95¢ $21,20( $319,41!

@ Includes on-to-four family, multi family, commercial and agricutal real estate loan
@ Includes demand loans, loans having no stated ityafurd overdraft loan:
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One- to Four-Family Residential Mortgage Lendi@ne- to fourfamily residential mortgage loan originations aengrated by tt
Company’s marketing efforts, its present customeedk-in customers and referrals. At September2BQ,1, the Company’s one- to fofamily
residential mortgage loan portfolio totaled $34.lliom, or 11% of the Company'’s total gross loanrtfmio. See ‘Originations, Purchast
Sales and Servicing of Loans and Mortgage-Backedir8ies.” At September 30, 2011, the average auntihg principal balance of a orte-
four-family residential mortgage loan was approxieha$61,000.

The Company offers fixedate and ARM loans for both permanent structures$ tawse under construction. During the year e
September 30, 2011, the Company originated $4.Bomibf adjustable-rate loans and $33.6 milliorfiréd-rate loans secured by one- to four-
family residential real estate. The Company’s dodeurfamily residential mortgage originations are sedysemarily by properties located
its primary market area and surrounding areas.

The Company originates one- to four-family resid@mortgage loans with terms up to a maximum of/8@rs and with loan-tgalue
ratios up to 100% of the lesser of the appraisdaevaf the security property or the contract pritke Company generally requires that pri
mortgage insurance be obtained in an amount sefffi¢d reduce the Company’s exposure to at or bélevB0% loan-taralue level, unless tl
loan is insured by the Federal Housing Administratiguaranteed by Veterans Affairs or guaranteedhbyRural Housing Administratic
Residential loans generally do not include prepaytrpenalties.

The Company currently offers one, three, five, seard ten year ARM loans. These loans have a figeglfor the stated period a
thereafter, such loans adjust annually. These Igansrally provide for an annual cap of up to a Ba§is points and a lifetime cap of 600 k
points over the initial rate. As a consequencesirigian initial fixedrate and caps, the interest rates on these loapsiatde as rate sensit
as is the Company's cost of funds. The CommMRMs do not permit negative amortization of piiat and are not convertible into a fi>
rate loan. The Comparg/delinquency experience on its ARM loans has gdlydveen similar to its experience on fixed rasidential loan
Current market conditions make ARM loans unattu@ctind very few are originated.

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

In underwriting one- to four-family residential tesstate loans, the Company evaluates both theweris ability to make month
payments and the value of the property securingldhe. Properties securing real estate loans mgdéhd Company are appraised
independent appraisers approved by the Board @fclirs. The Company generally requires borroweabtain an attorney' title opinion o
title insurance, and fire and property insurancel(iding flood insurance, if necessary) in an antown less than the amount of the loan. |
estate loans originated by the Company generaliyaio a “due on saletlause allowing the Company to declare the unpsittipal balanc
due and payable upon the sale of the security piyopehe Company has not engaged in sub-prime easiil mortgage originations.

Commercial and Multi-Family Real Estate Lendifidie Company engages in commercial and niaitiily real estate lending in
primary market area and surrounding areas andderdo supplement its loan portfolio, has purchasbole loan and participation interest
loans from other financial institutions. At Septeat80, 2011, the Company’s commercial and nfaltiily real estate loan portfolio tota
$194.4 million, or 61% of the Compaisytotal gross loan portfolio. The purchased loartslaan participation interests are generally ey
properties located in the Midwest and West. Seedi@ations, Purchases, Sales and Servicing of LaadsMortgage-Backed Securitie3he
Company purchased $5.5 million, $4.8 million, add. $ million, of such loans during fiscal 2011, Rtdnd 2009, respectively. At Septern
30, 2011, $13.0 million, or 6.7% of the Companydnenercial and multi-family real estate loans, was-performing. See “Noirerforming
Assets, Other Loans of Concern and Classified Asset

The Company’s commercial and mutimily real estate loan portfolio is secured priityaby apartment buildings, office building
and hotels. Commercial and multi-family real estans generally have terms that do not exceede2@sy have loan-tealue ratios of up
80% of the appraised value of the security propexhd are typically secured by personal guaraméelse borrowers. The Company he
variety of rate adjustment features and other tamits commercial and multi-family real estaterogortfolio. Commercial and mulfamily
real estate loans provide for a margin over a nunatbalifferent indices. In underwriting these loatise Company currently analyzes
financial condition of the borrower, the borrowsecredit history, and the reliability and predidliépof the cash flow generated by the prop
securing the loan. Appraisals on properties seguciommmercial real estate loans originated by then@my are performed by indepenc
appraisers.
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At September 30, 2011, the Company’s largest comialeand multifamily real estate loan was a $7.7 million loanused by ree
estate. At September 30, 2011, the average ouistapdncipal balance of a commercial or mdémily real estate loan held by the Comg
was approximately $698,000.

Commercial and multi-family real estate loans gatrpresent a higher level of risk than loans seduby one- to foufamily
residences. This greater risk is due to severabfscincluding the concentration of principal idirited number of loans and borrowers,
effect of general economic conditions on incomedpoing properties and the increased difficulty wélaating and monitoring these type:
loans. Furthermore, the repayment of loans sechyedommercial and mulfiamily real estate is typically dependent upon shiecessft
operation of the related real estate project. éf thsh flow from the project is reduced (for exanilleases are not obtained or renewed,
bankruptcy court modifies a lease term, or a migoant is unable to fulfill its lease obligationt)e borrower's ability to repay the loan ma
impaired. At September 30, 2011, the Bank’s nodegdial real estate loans totaled 195% of risk-thasgital.

Agricultural Lending.The Company originates loans to finance the pueclwdgarmland, livestock, farm machinery and equept
seed, fertilizer and other farm related productsS@ptember 30, 2011, the Company had agriculteedlestate loans secured by farmlar
$20.3 million or 6% of the Company’s gross loantfmio. At the same date, $21.2 million, or 7% betCompanys gross loan portfoli
consisted of secured loans related to agricultypalations. Agricultural related lending constitl8% of the gross loan portfolio.

Agricultural operating loans are originated at eitAn adjustable or fixed rate of interest for amtone year term or, in the cas
livestock, upon sale. Most agricultural operatiogris have terms of one year or less. Such loanéderfor payments of principal and intel
at least annually or a lump sum payment upon ntgtifrthe original term is less than one year. L®&ecured by agricultural machinery
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 2011, the average outstanding princiglance of a
agricultural operating loan held by the Company $&%2,000. At September 30, 2011, none of the Coyipagricultural operating loans v
non-performing.

Agricultural real estate loans are frequently oraged with adjustable rates of interest. Generallgh loans provide for a fixed rate
interest for the first one to five years, whichritalloon or adjust annually thereafter. In additisuch loans generally amortize over a peric
ten to 20 years. Adjustablate agricultural real estate loans provide foraagim over the yields on the corresponding U.Sa3uey security ¢
prime rate. Fixedate agricultural real estate loans generally Hawas up to five years. Agricultural real estatens are generally limited
75% of the value of the property securing the Io&inSeptember 30, 2011, none of the Company’s aljuial real estate portfolio was non-
performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainall@oe- to fourfamily residentie
lending. Nevertheless, agricultural lending invalheegreater degree of risk than one- to flamnily residential mortgage loans because o
typically larger loan amount. In addition, payments loans are dependent on the successful operatioranagement of the farm prope
securing the loan or for which an operating loantized. The success of the loan may also becafteby many factors outside the contrc
the farm borrower.

Weather presents one of the greatest risks asdrailght, floods, or other conditions, can seveliht crop yields and thus impi
loan repayments and the value of the underlyintatahl. This risk can be reduced by the farmehaitvariety of insurance coverages wi
can help to ensure loan repayment. Government suppagrams and the Company generally require thahers procure crop insural
coverage. Grain and livestock prices also preseiskeas prices may decline prior to sale resulting failure to cover production costs. Tt
risks may be reduced by the farmer with the usdubfres contracts or options to mitigate price riske Company frequently requi
borrowers to use future contracts or options tacedprice risk and help ensure loan repayment. aratsk is the uncertainty of governm
programs and other regulations. During periodowaf tommodity prices, the income from governmengpams can be a significant sourc
cash to make loan payments and if these programsliacontinued or significantly changed, cash flonwblems or defaults could res
Finally, many farms are dependent on a limited neindd key individuals upon whose injury or deathymeasult in an inability to successft
operate the farm.
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Consumer Lending- Retail BanK he “Retail Bank” generally referring to operations in our four markeeas discussed earlier) off
a variety of secured consumer loans, including hexpgty, home improvement, automobile, boat andshdosecured by savings deposits
addition, the Retail Bank offers other secured amskecured consumer loans. The Retail Bank currenigynates most of its consumer loan
its primary market area and surrounding areas.Rétail Bank originates consumer loans on both ectliand indirect basis. At September
2011, the Retail Bank’consumer loan portfolio totaled $18.2 million,686 of its total gross loan portfolio. Of the coner loan portfolio ¢
September 30, 2011, $11.4 million were short- awermediate-term, fixed-rate loans, while $6.8 imillwere adjustable-rate loans.

The largest component of the Retail Bankbnsumer loan portfolio consists of home equgink and lines of credit. Substantially
of the Retail Banks home equity loans and lines of credit are sechyesecond mortgages on principal residences. TtailRBank will lent
amounts which, together with all prior liens, tygllg may be up to 100% of the appraised value efffoperty securing the loan. Home ec
loans and lines of credit generally have maximummseof five years.

The Retail Bank primarily originates automobilerieaon a direct basis. Direct loans are loans mduenvithe Retail Bank exter
credit directly to the borrower, as opposed torecti loans, which are made when the Retail Bankhasges loan contracts, often at a disc
from automobile dealers which have extended credtheir customers. The Retail Baskautomobile loans typically are originated at d
interest rates with terms up to 60 months for nad ased vehicles. Loans secured by automobilegererally originated for up to 80% of
N.A.D.A. book value of the automobile securing than.

Consumer loan terms vary according to the typeatde of collateral, length of contract and creditthiness of the borrower. T
underwriting standards employed by the Companydémsumer loans include an application, a deteriioinatf the applicans payment histol
on other debts and an assessment of ability to e@sting obligations and payments on the propdsad. Although creditworthiness of t
applicant is a primary consideration, the undemgitprocess also includes a comparison of the vafube security, if any, in relation to
proposed loan amount.

Consumer loans may entail greater credit risk thamesidential mortgage loans, particularly in tase of consumer loans which
unsecured or are secured by rapidly depreciabktsassuch as automobiles or recreational equipnhestich cases, any repossessed colli
for a defaulted consumer loan may not provide aeqadte source of repayment of the outstanding ledance as a result of the gre
likelihood of damage, loss or depreciation. In &ddi consumer loan collections are dependent erbtdrrowers continuing financial stabilit
and thus are more likely to be affected by advemesonal circumstances. Furthermore, the applicatiovarious federal and state la
including bankruptcy and insolvency laws, may lithie amount which can be recovered on such loah&efstember 30, 2011, none of
Company’s consumer loan portfolio was non-perfognin

Consumer Lending - MPSVIPS has a loan committee consisting of membeExetutive Management. This committee, known a
MPS Credit Committee (the “Committeet¥ charged with monitoring, evaluating, and repaytportfolio performance and the overall cr
risk posed by its credit products. All proposedddrerograms must first be reviewed and approvethleyCommittee before such programs
presented to the CompasyBoard of Directors for approval. The Board ofdgtors is ultimately responsible for final approweélany cred
program. Among other things, under the terms obaseént Order, the Bank, absent prior permissiom fits primary federal regulator, may
originate tax refund anticipation loans or offetax refund processing service. See “Regulation rkBaupervision and Regulation TS
Consent Orders and Related Matters.”
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At September 30, 2011, MPS’ consumer loan portfalialed $16.2 million, or 5% of the Compasybtal gross loan portfolio. Of t
consumer loan portfolio at September 30, 2011, $dillion were short- and intermediate-term, fixede loans, while $12.1 million we
adjustable-rate loans.

The Company believes that well-managed, nationwrigelit programs can help meet legitimate credideder prime and suprime
borrowers, and affords the Company an opportuwitgitersify the loan portfolio and minimize earngngxposure due to economic downtt
Therefore, subject to the Consent Order, MPS desigiil administers certain credit programs that seelccomplish these objectives. Fi
summary of the Consent Orders and related mattees;"Regulation - Bank Supervision and RegulatiodBTS Consent Orders and Rele
Matters.”

MPS has strived to offer consumers innovative payrpeoducts, including credit products. Most creatidducts have fallen into o
of two general categories: (1) sponsorship lending (2) portfolio lending. In a sponsorship lendingdel, MPS typically originates loans
sells (without recourse) the resulting receivaldtethird party investors equipped to take the assed credit risk. MPS' sponsorship lendil
programs are governed by the Policy for Sponsorkbipding which has been approved by the Board oéd@rs. A Portfolio Credit Polic
which has been approved by the Board of Directoksems portfolio credit initiatives undertaken byP8, whereby the Company retains s
or all receivables and relies on the borrower asuthderlying source of repayment. Several portftdiwing programs also have a contrac
provision that has indemnified MPS and the Bankcfedit losses that meet or exceed predeterminadisleSuch a program carries additic
risks not commonly found in sponsorship progranpecsically funding and credit risk. Therefore, MPfas strived to employ policit
procedures, and information systems that are corsumate with the added risk and exposure. Due tersigory directives issued by ¢
regulator, an MPS lending program - iAdvanceas eliminated effective October 13, 2010. In dddijtour third party relationship progra
have been limited to third party relationships iiseence at the time the directives were issuedgmtbprior approval to engage in r
relationships. For additional discussion, see “Ratgpn - Bank Supervision and Regulation — OTS @omn®rders and Related Matters.”

The Company recognizes that concentrations of tredy naturally occur and may take the form ofrgéavolume of related loans
an individual, a specific industry, a geographication, or an occupation. Credit concentratiea direct, indirect, or contingent obligationt
has a common bond where the aggregate exposurés equaxceeds a certain percentage of the Bamlér 1 Capital plus the Allowance
Loan Losses.

The MPS Credit Committee monitors and identifies ¢hedit concentrations and evaluates the spewdfiare of each concentratior
determine the potential risk to the Bank. An evturaincludes the following:

« Arecommendation regarding additional controls eeetd mitigate the concentration exposi

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

« The potential necessity of increased capital anchedlit reserves to cover the increased risk cabigedde concentration(s
- A strategy to reduce to acceptable levels thoseardration(s) that are determined to create undkda the Bank.

Pursuant to the terms of its Consent Order, thekBalopted a new concentration policy including erdea risk analysis, monitori
and management for its respective concentratioitslim

Commercial Business LendinBhe Company also originates commercial businessslddost of the Compang’commercial busine
loans have been extended to finance local and mablmisinesses and include sherm loans to finance machinery and equipment @set
inventory and accounts receivable. Commercial l@ss involve the extension of revolving credit éocombination of equipment acquisiti
and working capital in expanding companies. At Seyider 30, 2011, $15.0 million, or 5% of the Compartptal gross loan portfolio, w
comprised of commercial business loans.
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The maximum term for loans extended on machiney eguipment is based on the projected useful lffsuzh machinery ai
equipment. Generally, the maximum term on non-nag#glines of credit is one year. The loansdde ratio on such loans and lines of ci
generally may not exceed 80% of the value of thHeatswal securing the loan. The Compasigommercial business lending policy inclu
credit file documentation and analysis of the baweds character, capacity to repay the loan, theqadcy of the borrowes’ capital an
collateral as well as an evaluation of conditioffecing the borrower. Analysis of the borronepast, present and future cash flows is al
important aspect of the Compasycurrent credit analysis. Nonetheless, such laam$elieved to carry higher credit risk than moaglitiona
investments.

The largest commercial business loan outstandiggptember 30, 2011 was a $4.4 million loan secobyeaksets of the borrower. 7
next largest commercial business loan outstandin§eptember 30, 2011 was a $3.5 million loan setimg assets of the borrower.
September 30, 2011, the average outstanding pahiogdance of a commercial business loan held &yCthmpany was approximately $76,000.

Unlike residential mortgage loans, which generally made on the basis of the borroweability to make repayment from his or
employment and other income and which are secwe@dl property whose value tends to be more easitertainable, commercial busir
loans typically are made on the basis of the boersiability to make repayment from the cash fldwha borrowers business. As a result,
availability of funds for the repayment of commaetdiusiness loans may be substantially dependetiteosuccess of the business itself (wt
in turn, is likely to be dependent upon the genemnomic environment). The Compasiyommercial business loans are usually, bu
always, secured by business assets and persona@ntges. However, the collateral securing the laaay depreciate over time, may
difficult to appraise and may fluctuate in valuesé@ on the success of the business. At Septemhe?2(3d, $30,000, or 0.2%, of 1
Company’s commercial business loan portfolio was-performing. Commercial business loans have beemdciinthg percentage of t
Company'’s loan portfolio since 2005.

Originations, Purchases, Sales and Servicing of Laa

Loans are generally originated by the Comparstaff of loan officers. Loan applications areetaland processed in the branches
the main office of the Company. While the Compamiginates both adjustable-rate and fixede loans, its ability to originate loans
dependent upon the relative customer demand fosloaits market. Demand is affected by the inter@t® and economic environment.

The Company, from time to time, sells whole loand #an participations, generally without recourseSeptember 30, 2011, th
were no loans outstanding sold with recourse. Wloans are sold, the Company sometimes retains ébpgonsibility for collecting ar
remitting loan payments, making certain that rehte tax payments are made on behalf of borrowaexs otherwise servicing the loans.
servicing fee is recognized as income over thedifthe loans. The Company services loans thaidirated and sold totaling $24.8 millior
September 30, 2011, of which $16.0 million weralgol Fannie Mae and $8.8 million were sold to ather

In periods of economic uncertainty, the Compargbility to originate large dollar volumes of Igamay be substantially reducec
restricted, with a resultant decrease in related lorigination fees, other fee income and operaggnmings. In addition, the Compasyability
to sell loans may substantially decrease as paténiyers (principally government agencies) redte& purchasing activities.

The following table shows the loan originationscliding undisbursed portions of loans in procegsikchases, and sales
repayment activities of the Company for the perimdicated. During fiscal 2011, MPS increased spostsp lending activity by $445 millic
under two programs due primarily to originatingrieainder these programs for the full fiscal yeac@apared to a partial year in fiscal 2(
This increase in volume was partially offset byegmase in iAdvance loans, which caused the Real Estate Consumer loan originatior
decrease in fiscal 2011. During fiscal 2010, thenfany originated $415 million of iAdvance loanscasnpared to only $18 million duri
fiscal year 2011 as the Company ceased making id@b/épans on October 13, 2010.
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Originations by Type
Adjustable Rate

Real Estat- 1-4 Family
-Commercial and Mul-Family
-Agricultural Real Estat

Non-Real Estat- Consume
-Commercial Busines
-Agricultural Operating

Total Adjustable Rat

Fixed Rate

Real Estat«- 1-4 Family
-Commercial and Mul-Family
-Agricultural Real Estat

Non-Real Estat- Consume
-Commercial Busines
-Agricultural Operating

Total Fixe-Rate

Total Loans Originate

Purchases
Real Estat- 1-4 Family
-Commercial and Mul-Family
- Agricultural Real Estat

Non-Real Estate Commercial Busines

- Agricultural Operating
Total Loans Purchase

Sales and Repaymen
Sales:
Real Estat- 1-4 Family

Real Estat- Commercial and Mul-Family

Non-Real Estat- Consume
Total Loan Sale

Repayments
Loan Principal Repaymen
Total Principal Repayments
Total Reductions

Increase (decrease) in other items, net

Net Decreas

Years Ended September 3(C

2011 2010 2009

(Dollars in Thousand:s

479: $ 429¢ $ 5,78¢
3,16¢ 18,15 13,16¢
2,24; 3,012 6,847
6,21¢ 10,61 60,39
22.49; 20,02( 27,22
31,31 20,34 22 37
70,23 76,44 135,78
33,561 28,00 49,56¢
28,28: 45,86: 43,68¢
9,15¢ 4,13: 3,10¢
969,20: 984,41! 405,00
3,441 7,797 9,471
49,88: 54,76( 39,51
1,093,53. 1,124,97 550,34
1,163,76 1,201,41 686,13.
- - 1,11¢

5,52 4,79 41,74t
61 392 7,497

- 40C -

23€ 3,34: -
5,820 8,03( 50,35¢
3,43¢ 2,38: 3,15¢

- 508 -
894,60! 804,17 268,73
898,04+ 807,05¢ 271,88!
324,12t 430,32 500,08«
324,12! 430,32 500,08«
1,222,17. 1,237,38 771,97
951 1,467 (83¢)
(51,63) $  (25,56) $ (36,319
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At September 30, 2011, approximately $23.2 million7.3%, of the Compang’'gross loan portfolio consisted of purchased |o@he
Company believes that purchasing loans outsidésaharket area assists the Company in diversifitsigortfolio and may lessen the adv«
affects on the Companybusiness or operations which could result inethent of a downturn or weakening of the local ecoypdn which th
Company conducts its primary operations. Howewedjteonal risks are associated with purchasing soauside of the Compars/market are
including the lack of knowledge of the local market difficulty in monitoring and inspecting theoperty securing the loans.

At September 30, 2011, the Companpurchased loans were secured by properties thcatea percentage of total loans, as foll
2% in lowa and Oregon, 1% each in Washington amthigsota and the remaining 1% in seven other states.

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

When a borrower fails to make a required paymemeahestate secured loans and consumer loanswiiéhdays after the paymen
due, the Company generally initiates collectioncpdures by mailing a delinquency notice. The custoisicontacted again, by written no
or telephone, before the payment is 30 days pastdd again before 60 days past due. Generalipgdencies are cured promptly; howeve
a loan has been delinquent for more than 90 dayisfactory payment arrangements must be adheredttee Company will initiate foreclost
or repossession.

The following table sets forth the Compasyloan delinquencies by type, before allowanceléan losses, by amount and
percentage of type at September 30, 2011.

Loans Delinquent For:
3C-59 Days 6C-89 Days 90 Days and Ovel

Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category

(Dollars in Thousands

Real Estate
1-4 Family 1 $ 51 2.C% 1 $ 30 68.2% 6 $ 127 1.4%
Commercis
& Multi-
Family 1 2,46( 97.(% - - 0.C% 4 9,07t 98.4%
Agricultural
Real Estatt - - 0.C% - - 0.C% - - 0.C%
Consume 2 26 1.C% 1 14 31.8% 1 24 0.2%
Agricultural
Operating - - 0.C% - - 0.C% - - 0.C%
Commercial
Business - - 0.C% - - 0.C% - - 0.C%
Total 4 $ 2,531 100.(% 2 $ 44 100.(% 11 $ 9,22¢ 100.(%

Delinquencies 90 days and over constituted 2.9%taf gross loans and 0.7% of total assets.

Generally, when a loan becomes delinquent 90 daysare or when the collection of principal or irgst becomes doubtful, 1
Company will place the loan on a nanerual status and, as a result, previously accimtedest income on the loan is taken out of cu
income. The loan will remain on a non-accrual staiatil the loan becomes current. For all yearsgmied, the Comparg/troubled del
restructurings (which involved forgiving a portiaf interest or principal on any loans or makingnipat a rate materially less than the
market rates) are included in the table and werlpring as agreed.

The table below sets forth the amounts and categofinon-performing assets in the Compargan portfolio. Balances related to
sale of a bank subsidiary in March 2008 treatedissontinued bank operations have been eliminatedlF periods presented.
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At September 30,
2011 2010 2009 2008 2007
Non-Performing Loan: (Dollars in Thousands
Non-Accruing Loans
1-4 Family $ 85 $ 39 % 266 $ 94z $ 242
Commercial & Multi Family 13,02t 4,135 11,51: 1,30z -
Agricultural Real Estat - 2,65( - 12 13
Consume - - - 1 5
Agricultural Operating - 40C - - -
Commercial Busines 30 241 871 53¢ 1,86
Total 13,14( 7,467 12,64¢ 2,79¢ 2,12¢
Accruing Loans Delinquent 90 Days or Mo
1-4 Family - 404 - - -
Commercial & Multi Family - 257 - - -
Consume 24 124 - - -
Commercial Business - - - 4,60( -
Total 24 78E - 4,60( -
Restructured Loan:
1-4 Family 42 - = - -
Agricultural Operating - - - 121 15C
Commercial Busines - - - - 15
Total 42 - - 121 165
Total Non-Performing Loans 13,20¢ 8,252 12,64¢ 7,51¢ 2,291
Other Asset:
Non-Accruing Investments
Trust Preferred Securities - 15C - - -
Total - 15C - - -
Foreclosed Asset
1-4 Family 451 143 - - -
Commercial & Multi Family 181 60¢€ 957 - 22¢
Agricultural Real Estat 2,02( - - - -
Consume - - - - 24
Commercial Busines 19 54€ 1,09¢ - 65
Total 2,671 1,29t 2,05¢ - 31€
Total Other Assets 2,671 1,44¢ 2,05¢ - 31€
Total Non-Performing Assets $ 15877 $ 9,691 $ 14,70: $ 7,51€ % 2,611
Total as a Percentage of Total Assets 1.24% 0.94% 1.76% 1.06% 0.3¢%

15




Table of Content

For the year ended September 30, 2011, gross shieeme which would have been recorded had theacoruing loans been curr
in accordance with their original terms amountedpproximately $1.5 million, of which none was imdéd in interest income.

Non-Accruing Loans At September 30, 2011, the Company had $13.2amilh nonaccruing loans, which constituted 4.1% of
Company’s gross loan portfolio, or 1.0% of totasets. At September 30, 2010, the Company had $iflibnmin non-accruing loans whic
constituted 2.0% of its gross loan portfolio, 08%. of total assets. The fiscal 2011 increase inpeniorming loans relates to an increas
non-accruing loans in the commercial and multifgnehitegory from $4.1 million to $13.0 million. Tkeare 5 commercial and mufémily
loans in non-accrual status at September 30, 2011.

Accruing Loans Delinquent 90 Days or Mo#g. September 30, 2011, the Company had $24,00@druang loans delinquent 90 d:
or more.

Classified Assetskederal regulations provide for the classificatimhloans and other assets such as debt and eqedtyrise:
considered by our regulator, the OCC, to be ofdegsality as “substandard,” “doubtful” or “lossAh asset is considered “substandaifdt is
inadequately protected by the current net worth paging capacity of the obligor or of the collatepéedged, if any. “Substandardisset
include those characterized by the “distinct pdbsibthat the savings association will sustairofse loss’if the deficiencies are not correct
Assets classified as “doubtful” have all of the wm@sses inherent in those classified “substandavdli the added characteristic that
weaknesses present make “collection or liquidaitiofull,” on the basis of currently existing factgynditions, and valueshighly questionab
and improbable.” Assets classified as “loss” areséhconsidered “uncollectiblednd of such minimal value that their continuanceasset
without the establishment of a specific loss reséswnot warranted.

General allowances represent loss allowances wiicke been established to recognize the inherektassociated with lendil
activities, but which, unlike specific allowancésyve not been allocated to particular problem as§®hen assets are classified as “lofis”
Bank is required either to establish a specifiovadince for losses equal to 100% of that portiothefasset so classified or to chaafesuct
amount. The Bankgleterminations as to the classification of thegeas and the amount of their valuation allowancessabject to review |
their regulatory authorities, who may order thebbshment of additional general or specific lo#sveances.

On the basis of managementeview of its assets, at September 30, 2011Ctrapany had classified a total of $42.7 millionits
assets as substandard, $60,000 as doubtful andasoiss. There were $2.7 million real estate owareather foreclosed assets at Septe!
30, 2011.

Allowance for Loan Losse3he allowance for loan losses is established thraugrovision for loan losses based on management
evaluation of the risk inherent in its loan poritfohnd changes in the nature and volume of its aivity, including those loans which .
being specifically monitored by management. Sucaluation, which includes a review of loans for whifull collectibility may not b
reasonably assured, considers, among other mattergstimated fair value of the underlying collateeconomic conditions, historical Ic
loss experience and other factors that warranigrtion in providing for an adequate loan lossahloce.

Management closely monitors economic developmeutis kegionally and nationwide, and considers tHastrs when assessing
adequacy of its allowance for loan losses. Whike@ompany has no direct exposure to ptilie mortgage loans, management recognize
the current slow economic recovery may continustitain the financial condition of some borroweradgement therefore believes that fu
losses in the residential portfolio may be someuvtiiglier than historical experience. Concerns reggrthe recovery, have led manageme
the conclusion that future losses in its commeraial multifamily and commercial business portfolio may be satmat higher than historic
experience. On the other hand, current trends mcw@dtural markets remain reasonable. Reasonabhenodity prices and yields crea
positive economic conditions for most farmers im markets in 2011. Nonetheless, management spkkets that future losses in this portfc
which have been very low, could be higher thannmebéstorical experience. Management believes ttimtaforementioned recovery may
negatively impact consumers’ repayment capaciédeklitionally, a sizable portion of the Compasy¢tonsumer loan portfolio is securec
residential real estate, as discussed above, vidham area to be closely monitored by managemaerieim of its stated concerns.
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The allowance for loan losses established by MR8lteefrom an estimation process that evaluatevaet characteristics of its cre
portfolio(s). MPS also considers other internal axternal environmental factors such as changespérations or personnel and econc
events that may affect the adequacy of the allodac credit losses. Adjustments to the allowarareldan losses are recorded periodic
based on the result of this estimation process. uthe varied and unknown nature and structurefutfre credit programs, the ex
methodology to determine the allowance for loarsdssfor each program will not be identical. Eacbgpem may have differing attribu
including such factors as levels of risk, definigoof delinquency and loss, inclusion/exclusioncidit bureau criteria, roll rate migrat
dynamics, and other factors. Similarly, the addisibcapital required to offset the increased risksiibprime lending activities may vary
credit program. Each program will need to be euvaldi@eparately and with potentially different metblogies. The increased charggs in
fiscal 2010 for MPS credit resulted primarily frdmarrowers in a pre-season tax-related programpibaked in January 2010. Management pro.
actively established a provision for loan lossegliese loans during the tax pre-season offerimip@geThe majority of the chargeffs for thes
pre-season tax loans were recorded against theaailme for loan losses in the third quarter of fi’@10. The chargeffs were in accordan
with management’s expectations of the pre-seasologen program. A reduction in charge offs in the MPS loan portadiuring fiscal 2011
due to the discontinuance of iAdvance and tax-edldan programs in October 2010.

Management believes that, based on a detailedwenfi¢he loan portfolio, historic loan losses, @ntreconomic conditions, the size
the loan portfolio, and other factors, the curremiel of the allowance for loan losses at Septen®@er2011 reflects an adequate allow:
against probable losses from the loan portfoliaghéligh the Company maintains its allowance for llmsses at a level that it considers ti
adequate, investors and others are cautioned libat ttan be no assurance that future losses willexceed estimated amounts, or
additional provisions for loan losses will not lezuired in future periods. In addition, the Comparetermination of the allowance for i
losses is subject to review by its bank regulate,OCC, which can require the establishment oftiath@l general or specific allowances.

Real estate properties acquired through foreclogteeecorded at the lower of cost or fair valfi¢air value at the date of foreclos
is lower than the balance of the related loangifference will be chargedff to the allowance for loan losses at the timérafsfer. Valuatior
are periodically updated by management and, ifvilee declines, a specific provision for lossesoch property is established by a charg
operations.
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The following table sets forth an analysis of th@r@anys allowance for loan losses. Balances relateddsé#te of a bank subsidi
in March 2008 treated as discontinued bank operati@ve been eliminated for all periods presented.

September 30
2011 2010 2009 2008 2007
(Dollars in Thousands
Balance at Beginning of Peri $ 523¢ % 6,99 $ 5732 $ 4,49 $ 6,391
Charge Offs
1-4 Family (229 (18%) (28) 2 -
Commercial & Multi Family (62) (6,979 (2,052 - (2,762
Consume (774 (12,139 (8,16¢) (5 (50)
Commercial Busines (43 (102 (7,685 (1,542 (3,809
Agricultural Operating - - (151 - -
Total Charge Offs (1,107 (19,409 (18,089 (1,549 (5,61F)
Recoveries
1-4 Family - 1 46E 7 -
Commercial & Multi Family 10z - - - -
Consume 41¢ 1,24 0 12 3
Commercial Busines - 402 39 38 54€
Agricultural Operating - 21C 38 16 -
Total Recoveries 521 1,85¢ 632 73 54¢
Net Charge Off: (58¢€) (17,550 (17,457 (1,47¢) (5,06€)
Provision Charged to Expen 27¢ 15,79! 18,71: 2,71t 3,16¢
Balance at End of Period $ 492¢ $ 523¢ $ 6,99 $ 573: $ 4,497

Ratio of Net Charge Offs During the Perioc
Average Loans Outstanding During the Period 0.17% 4.36% 4.12% 0.36% 1.42%

Ratio of Net Charge Offs During the Perioc
Non-Performing Assets at Year End 3.65% 180.9¢% 118.7(% 19.6%% 194.09%

For more information on the Provision for Loan Lesssee “ManagemestDiscussion and Analysis of Financial Conditiord
Results of Operations,” which is included in Iterofthis Annual Report on Form 10-K.
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The distribution of the Company’s allowance fordes on loans at the dates indicated is summarzéallaws:

One-to-Four Family Rea
Estate

Commercial & Multi
Family Real Estat

Agricultural Real Estat

Consume

Agricultural Operating

Commercial Busines

Unallocatec

Total

Investment Activities

At September 30,

2011 2010 2009 2008 2007
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in Each in Each in Each in Each in Each
Category Category Category Category Category
of Total of Total of Total of Total of Total

Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans

(Dollars in Thousand:s
$ 16t 10.68% $ 50 11.0% $ 59 12.21% $ 98 12.9¢%6 $ 111 12.5%
3,901 60.81%  3,05¢ 55.0606 4,231 58.37%  3,23¢ 51.24%  1,24¢ 47.1%
- 6.36% 111 6.97% 111 6.7(% 94 6.91% 70 4.6(%
16 10.7% 73€ 12.9% 2458 9.0%% 207 11.36% 153 10.2(%
67 6.64% 12& 8.7/% 56¢ 7.0(% 1,64 7.18% 17¢ 9.1%%
36 4.6&8% 131 5.3(% 792 6.75% 14¢ 10.3%  2,40¢ 16.2%
741 - 1,02¢ - 98¢ - 304 - 331 -

$ 4,92¢ 100.00% $ 5,23¢ 100.00% $ 6,99: 100.00% $ 5,732 100.00% $ 4,49: 100.0(%

General.The investment policy of the Company generallyoisnivest funds among various categories of investsnand maturitie
based upon the Compasyneed for liquidity, to achieve the proper balahetveen its desire to minimize risk and maximiigddy to provid
collateral for borrowings, and to fulfill the Compds asset/liability management policies. The Conmys investment and mortgadmcket
securities portfolios are managed in accordanch aitvritten investment policy adopted by the Boafdirectors, which is implemented
members of the Comparg/Investment Committee. As a result, the Compangety monitors balances in these accounts, andtamasn:
portfolio of highly liquid assets to fund potentdgposit outflows. To date, the Company has noeegpced any significant outflows relatet
MPS over the past six years, though no assuramcbegiven that this will continue to be the case.

As of September 30, 2011, the Company’s entirestment and mortgageacked securities portfolios were classified aslabke for
sale. For additional information regarding the Camys investment and mortgage-backed securitieghos, see Notes 1 and 3 to thdotes
to Consolidated Financial Statements,” which iduded in Part Il, Item 8 “Consolidated Financiaht®ments and Supplementary Datéthis
Annual Report on Form 10-K.

As of September 30, 2011, investment and mortdeapied securities with fair values of approximat®ly2.4 million were pledg:
as collateral for the Bank’'s Federal Home Loan Bahlbes Moines (“FHLB”)advances and reverse repurchase agreements. Htorsl
information regarding the Company’s collateraliaatiof borrowings, see Notes 8 and 9 to the “Note€dnsolidated Financial Statement,”
which is included in Part Il, Item 8 “ ConsolidatEthancial Statements and Supplementary Data’isfAhnual Report on Form 10-K.

Investment Securitielt. is the Companys general policy to purchase investment secuntigish are U.S. Government securities
federal agency obligations, state and local govemirobligations, commercial paper, corporate debtisties and overnight federal funds.
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The following table sets forth the carrying valddhle Company’s investment security portfolio, extthg mortgagdsacked securitie

and other equity securities, at the dates indicated

Investment Securitie
Trust Preferred & Corporate Securit®)
Municipal Bonds

Subtotal

FHLB Stock
Total Investment Securities and FHLB Stock

Other Intere-Earning Assets
Interest bearing deposits in other financial ingitins anc
Federal Funds Sol@

At September 30,
2011 2010 2009
(Dollars in Thousand:s

$ 22,11 % 17,55. $ 15,20:
6,21¢ 3,91¢ 2,36¢

28,33( 21,467 17,56¢

4,73 5,28: 7,05(

$ 33,060 $ 26,75 $ 24,61¢
$ 271,62. $ 80,81. $ 1,19¢

(1) Within the trust preferred securities presentedvabthere are no securities from individual issuket exceed 10% of the Compi's
total equity. The name and the aggregate markeewvad securities of each individual issuer as git&mber 30, 2011 are as follo
Key Corp Capital I, $3.3 million; Bank Boston Capiffrust 1V, $3.0 million; BankAmerica Capital 1$3.1 million; PNC Capiti

Trust, $3.6 million; Huntington Capital Trust 1138 million.

(2) The Company at times maintains balances in exdessured limits at various financial institutiongcluding the FHLB, the FRB a
private institutions. At September 30, 2011, thanPany had no interest bearing deposits held aFtieB and $271.6 million i
interest bearing deposits held at the FRB, resyadgti At September 30, 2011, the Company had nerddunds sold at any privi

institution.

The composition and maturities of the Companyivestment securities portfolio, excluding equétgcurities, FHLB stock a

mortgage-backed securities, are indicated in theviong table.

September 30, 201

After 5
After 1 Year Years
1 Year or Through 5 Through 10 After 10
Less Years Years Years Total Investment Securities
Carrying Carrying Carrying Carrying Amortized
Value Value Value Value Cost Fair Value
(Dollars in Thousands
Trust Preferred & Corporate Securit  $ - 9 571 % - 9 16,39¢ $ 30,58: % 22,11:
Municipal Bonds 45¢ 1,324 2,311 2,12¢ 5,931 6,21¢
Total Investment Securitie $ 45¢  $ 7,031 % 2,311 % 18,52¢ $ 36,51¢ $ 28,33(
Weighted Average Yiel® 6.05% 3.46% 3.94% 1.5¢% 1.97% 2.3(%

@) Yields on ta-exempt obligations have not been computed on-equivalent basis
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Mortgage-Backed SecuritieShe Company’s mortgadgeacked and related securities portfolio consistsamily of securities issue
under governmergponsored agency programs, including those of @iMae, Fannie Mae and Freddie Mac. The Compangridatly ha:
held Collateralized Mortgage Obligations (“CMOs8&s well as a limited amount of privately issued tgage passirough certificates. Ti
Ginnie Mae, Fannie Mae and Freddie Mac certificatesmodified pass-through mortgdogeked securities that represent undivided intelie
underlying pools of fixed-rate, or certain typesamfjustable-rate, predominantly single-family atwla lesser extent, muli&mily residentie
mortgages issued by these governnmepunsored entities. Fannie Mae and Freddie Macrginerovide the certificate holder a guarante
timely payments of interest, whether or not cobelctGinnie Maes guarantee to the holder is timely payments ofgipal and interest, back
by the full faith and credit of the U.S. GovernmeRtivately issued mortgage pabsough certificates generally provide no guararsee
timely payment of interest or principal, and retiaris placed on the creditworthiness of the isswbich the Company monitors on a reg
basis.

At September 30, 2011, the Company had mortdempéed securities with an amortized cost of $520ilon, representing 85%
the total portfolio, which had fixed rates of irdst and $52.0 million, representing 8.4% of thaltpbrtfolio, which had adjustable rates
interest.

Mortgage-backed securities generally increase thadity of the Company assets by virtue of the insurance or guarantedsbac
them, are more liquid than individual mortgage kwamd may be used to collateralize borrowings bembbligations of the Company.
September 30, 2011, $302.1 million or 51% of thenPany’s mortgagéacked securities were pledged to secure varioligations of thi
Company.

While mortgagebacked securities carry a reduced credit risk agpemed to whole loans, such securities remain stitjethe risk the
a fluctuating interest rate environment, along wvather factors such as the geographic distribudiothe underlying mortgage loans, may ¢
the prepayment rate of such mortgage loans andfeot doth the prepayment speed, and value, of ssdurities. The prepayment 1
associated with mortgadecked securities is monitored periodically, anépayment rate assumptions adjusted as appropoiatpdate th
Company’s mortgage-backed securities accountingaaaet/liability reports.

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

At September 30,
2011 2010 2009
(Dollars in Thousands
CMO $ - $ - $ -
Freddie Mac 20,55¢ 13,59( 53,35:
Fannie Mage 257,61 41,01¢ 118,80!
Ginnie Mae 312,74 430,78 175,11«
Privately Issued Mortgages Pass-Through Certificate - - -
Total $ 590,91f $ 485,38! $ 347,27.
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The following table sets forth the contractual migies of the Company’s mortgadmcked securities at September 30, 2011

considered in the preparation of the table belowhés effect of prepayments, periodic principal sgpants and the adjustablate nature «
these instruments.

September 30, 201,

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

(Dollars in Thousands

Freddie Mac $ - $ - % - $ 20,55¢ $ 19,93( $ 20,55¢
Fannie Mae - - 77,20 180,41: 251,83« 257,61:
Ginnie Mae - 15,007 297,74 300,70: 312,74¢
Total Investment Securitie $ - $ - $ 92,20¢ $ 498,71( $ 572,46 $ 590,91¢
Weighted Average Yiel 0.0(% 0.0(% 2.56% 3.52% 3.36% 3.3™%

At September 30, 2011, the contractual maturit4€#% of all of the Company’s mortgabacked securities was in excess of
years. The actual maturity of a mortg-backed security is typically less than its stateaturity due to scheduled principal payments
prepayments of the underlying mortgages. Prepaybat are different than anticipated will affelse tyield to maturity. The yield is bas
upon the interest income and the amortization gfgemium or discount related to the mortgdégeked security. In accordance with Gene
Accepted Accounting Principles (“GAAP”premiums and discounts are amortized over the astilives of the loans, which decrease
increase interest income, respectively. The pregayrassumptions used to determine the amortizatoiod for premiums and discounts
significantly affect the yield of the mortgagacked security, and these assumptions are reviperddically to reflect actual prepayme
Although prepayments of underlying mortgages degmmchany factors, including the type of mortgagles,coupon rate, the age of mortga
the geographical location of the underlying redahgscollateralizing the mortgages and generallseo€E market interest rates, the differe
between the interest rates on the underlying mgeg@nd the prevailing mortgage interest ratesrgbyés the most significant determinan
the rate of prepayments. During periods of fallingrtgage interest rates, if the coupon rate ofutigerlying mortgages exceeds the preva
market interest rates offered for mortgage loagfinancing generally increases and accelerategrdpayment of the underlying mortgages
the related security. Under such circumstancesCitiapany may be subject to reinvestment risk bexatosthe extent that the Compasy’
mortgagebacked securities amortize or prepay faster thénipated, the Company may not be able to reintresproceeds of such repaym
and prepayments at a comparable rate.

Management has implemented a process to identdyrgies that could potentially have a credit imp&nt that is other-than-
temporary. This process involves evaluation oflémgth of time and extent to which the fair values lbeen less than the amortized cost t
review of available information regarding the ficé position of the issuer, monitoring the ratimigghe security, cash flow projections, and
Company's intent to sell a security or whethersitriore likely than not we will be required to sile security before the recovery of
amortized cost which, in some cases, may extemaatorrity. To the extent we determine that a segisileemed to be other-th&mporarily
impaired, an impairment loss is recognized.

For all securities that are considered temporamilyaired, the Company does not intend to sell tisesarities and it is not more lik
than not that the Company will be required to gedl security before recovery of its amortized cadtich may occur at maturity. The Comp
believes that it will collect all principal and erest due on all investments that have amortizetl inoexcess of fair value that are consid
only temporarily impaired.

In fiscal 2011, there were no other-than-temporampairments recorded. In fiscal 2010, the othentteanporary impairmen

recorded against the trust preferred securitieg 8860,000. No other-thaemporary impairments were recorded against easrdngng fisce
20009.
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Sources of Funds

General.The Companys sources of funds are deposits, borrowings, araidn and repayment of loan principal, intereshed on ¢
maturation of investment securities and short-tenrestments, mortgage-backed securities, and fpraldded from operations.

Borrowings, including FHLB advances, repurchaseeagrents and FRB Discount Window, may be used astitn compensate -
seasonal reductions in deposits or deposit inflatless than projected levels, may be used ongetdarm basis to support expanded len
activities, and may also be used to match the indf a corresponding asset.

Deposits.The Company offers a variety of deposit accountsrigaa wide range of interest rates and terms. Chmpanys deposit
consist of statement savings accounts, money magkengs accounts, NOW and regular checking acepdeiposits related to prepaid ci
that are primarily categorized as checking accquarid certificate accounts currently ranging inmerfrom fourteen days to 60 months.
Retail Bank solicits deposits from its primary metrlarea and relies primarily on competitive pricipgjicies, advertising and higiuality
customer service to attract and retain these diposi

The flow of deposits is influenced significantly ggneral economic conditions, changes in money etankd prevailing interest rat
and competition.

The variety of deposit accounts offered by the Camyphas allowed it to be competitive in obtaininopnds and to respond w
flexibility to changes in consumer demand. The Camypendeavors to manage the pricing of its depasiteeping with its asset/liabili
management and profitability objectives. Basedtsrekperience, the Company believes that its sayimgpney market accounts, NOW
regular checking accounts are relatively stablecgsiof deposits. However, the ability of the Compto attract and maintain certificates
deposit and the rates paid on these deposits lasdrad will continue to be significantly affectegl imarket conditions and potentially by
restrictions imposed under the supervisory direstiv

At September 30, 2011, $925.2 million of the Compardeposit portfolio was attributable to MPS. Thejarity of these deposi
represent un-spent funds on prepaid debit cardo#re stored value products. $925.1 million aduded with non-interedtearing checkir
accounts and $0.1 million are included with monegrkat accounts on the CompasiyConsolidated Statement of Financial Condi
Generally, these deposits do not pay interest. ifinates debit card programs through outsidessadents and other financial institutions
such, these deposits carry a somewhat higher def@ncentration risk than traditional consumerdurcts. If a major client or card progr
were to leave the Bank, deposit outflows could h@arsignificant than if the bank were to lose a entraditional customer, although i
considered unlikely that all deposits related tgragram would leave the Bank without significantvace notification. MPS has 1
experienced any significant outflows thus far retato card programs over the six years prior toitmgosition of the supervisory direct
implemented during the first quarter of fiscal 20ahd, although the potential for migration is ld@gimow due to restrictions on the Bank,
Company’s low cost and no cost deposits have grasndemonstrated below. See “Regulation - Bank 1Sigien and Regulation ©TS
Consent Orders and Related Mattefihe Company takes this additional risk into accaumén planning its investment and liquidity Strégey
but no assurance can be given that our effortsresitiain successful. See “Risk Factondiich is included in Item 1A of this Annual Repon
Form 10K. The increase in deposits arising from MPS hae allowed the Bank to reduce its reliance on higosting certificates of depos
and public funds.
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The following table sets forth the deposit flowsts Company during the periods indicated.

September 30
2011 2010 2009
(Dollars in Thousands

Opening Balanc $ 897,45 §$ 653,747 $ 499,80
Deposits 124,923,48 112,086,49 91,862,38
Withdrawals (124,681,47) (111,845,66)  (91,713,20)
Sale of Deposit - - -
Interest Credite: 2,15( 2,87¢ 4,76¢

Ending Balanct $ 1,14162 $ 897,45 $ 653,74

Net Increase $ 244,16t $ 243,700 $ 153,94

Percent Increas 27.21% 37.2% 30.8(%

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

September 30
2011 2010 2009
Percent of Percent of Percent of
Amount Total Amount Total Amount Total

(Dollars in Thousands

Transactions and Savings Depos

Non-Interest Bearing Demand

Accounts $ 945,95¢ 82.8¢% $ 675,16: 75.2% $ 442,15¢ 67.6:%
Interest Bearing Demand Accoul 31,24¢ 2.74 29,97¢ 3.3¢ 15,60: 2.3¢
Savings Account 11,13¢ 0.97 10,821 1.2C 10,001 1.5%
Money Market Account 36,711 3.2z 35,42 3.9t 39,82 6.0¢
Total Nor-Certificate 1,025,05! 89.7¢ 751,38 83.7 507,58¢ 77.64

Certificates:
Variable 284 0.0z 38C 0.0 524 0.0¢
0.00- 1.99% 74,14* 6.4¢ 82,71¢ 9.2 36,52: 5.5¢
2.00- 3.99% 35,18¢ 3.0¢ 51,85: 5.7¢ 78,28¢ 11.9¢
4.00- 5.99% 6,944 0.61 11,11« 1.2¢ 30,80¢ 4.71
6.00 - 7.99% - - 10 0.0C 22 0.0C
Total Certificates 116,56: 10.21 146,07: 16.2¢ 146,16: 22.3¢

Total Deposits $ 1,141,62 100.0(% $ 897,45¢ 100.0% $ 653,74 100.0(%
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The following table shows rate and maturity infotioa for the Company'’s certificates of deposit &8eptember 30, 2011.

Percent of
Variable 0.0C- 1.9% 2.0C- 3.99% 4.0C- 5.9% 6.0(- 7.99% Total Total
(Dollars in Thousands

Certificate account

maturing in quarter

ending:
December 31,201 $ 47 % 30,30 $ 2212 % 497 % - $ 33,05¢ 28.4
March 31, 201: 10€ 5,702 1,39¢ 1,22¢ - 8,42¢ 7.2
June 30, 201 48 12,20 1,37¢ 1,01¢ - 14,64( 12.€
September 30, 201 40 4,56¢ 811 81¢ - 6,234 5.3
December 31, 201 22 12,45 16,63¢ 2,80z - 31,91« 27.4
March 31, 201! 21 1,257 1,36¢ 151 - 2,791 2.4
June 30, 201 - 3,177 1,927 20 - 5,11¢ 4.4
September 30, 201 - 1,37¢ 517 - - 1,89: 1.€
December 31, 201 - 1,244 88¢ 413 - 2,54¢ 2.2
March 31, 201 - 28t 637 - - 92z 0.8
June 30, 201 - 297 614 - - 911 0.8
September 30, 201 - 17C 1,057 - - 1,227 1.C

Thereaftel - 1,11¢ 5,751 - - 6,87¢ 5.8
Total $ 284 $ 74,148  $ 35,18¢ $ 6,94/ $ - 116,56. 100.(%
Percent of total 0.2% 63.€% 30.2% 6.0% 0.0% 100.(%

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

as of September 30, 2011.

Maturity
3 Months or After 3to 6 After 6 to 12 After 12
Less Months Months Months Total
(Dollars in Thousands
Certificates of deposit less than $100,! $ 20,99¢ $ 6,717 $ 13,607 $ 37,27¢ % 78,60:
Certificates of deposit of $100,000 or more 12,06( 1,70¢ 7,26 16,92t $ 37,96
Total certificates of deposit $ 33,05¢ $ 8,42¢ $ 20,87 $ 54,20 $ 116,56.

At September 30, 2011, there were $0.6 million épakits from governmental and other public entitietuded
deposit.

in certificates

Borrowings.Although deposits are the Company’s primary sowfdeinds, 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 wherCthmpany desires additional capacity to

loan demand.

The Companys borrowings historically have consisted primadfyadvances from the FHLB upon the security ofankét collater:
agreement of a percentage of unencumbered loanshangledge of specific investment securities. Sadhances can be made pursua
several different credit programs, each of whick & own interest rate and range of maturitiesSAptember 30, 2011, the Bank had $
million of advances from the FHLB and the abilibyliorrow up to an approximate additional $214.7iaml At September 30, 2011, there w

no advances that had terms to maturity of one gebess. The remaining $11.0 million had maturiti@sging up to 8 years.
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On July 16, 2001, the Company issued all of th®dM authorized shares of Company Obligated Manitiateedeemable Preferr
Securities of First Midwest Financial Capital Trus{preferred securities of subsidiary trust) hofglisolely subordinated debt securit
Distributions are paid senainnually. Cumulative cash distributions are cal@daat a variable rate of the London Interbank feffeRat
(“LIBOR") plus 3.75%, not to exceed 12.5%. The Company ntayneor more times, defer interest payments orcéipial securities for up
10 consecutive sen@nnual periods, but not beyond July 25, 2031. Atehd of any deferral period, all accumulated amghid distribution
will be paid. The capital securities are requiredé redeemed on July 25, 2031; however, the Coyripas a sem&nnual option to shorten 1
maturity date to a date not earlier than July Z8)72 The option has not been exercised as of tteafahis filing. The redemption price
$1,000 per capital security plus any accrued armhigndistributions to the date of redemption plifisgedeemed prior to July 25, 2011
redemption premium as defined in the Indenture Agrent. Holders of the capital securities have niingorights, are unsecured and r
junior in priority of payment to all of the Compé's indebtedness and senior to the Compamgmmon stock. The trust preferred secu
have been includable in the Company’s capital ¢afmns since they were issued.

From time to time, the Company has offered regilurchase agreements to its customers. These agreetypically range from :
days to five years in term, and typically have be#ared in minimum amounts of $100,000. The prosegf these transactions are used to
cash flow needs of the Company. At September 301 2fhe Company had $8.1 million of retail repus#hagreements outstanding.

Historically, the Company has entered into wholesapurchase agreements through nationally recedrirokerdealer firms. The:
agreements are accounted for as borrowings by tmp@ny and are secured by certain of the Company&stment and mortgadecket
securities. The broketealer takes possession of the securities durgéhiod that the reverse repurchase agreementssnding. The terr
of the agreements have usually ranged from 7 dagsctmonths, but on occasion longer term agreesrigante been entered into. At Septer
30, 2011, the Company had no wholesale repurclasements outstanding.

At September 30, 2011, the Company did not havimea df credit with First Tennessee Bank, NA. SedeN® to the "Notes
Consolidated Financial Statements," which is inetlith Part II, Item 8 "Financial Statements and@ampentary Data" of this Annual Ref
on Form 10-K for further detail of the Company'srbavings.

The following table sets forth the maximum moetid balance and average balance of FHLB advaretad, and reverse repurch
agreements, Subordinated Debentures and underRBé& Hemporary Term Auction Facility (“TAF"Program borrowings for the peric
indicated.

September 30
2011 2010 2009
(Dollars in Thousands

Maximum Balance

FHLB advance: $ 117,000 $ 148,000 $ 100,95(
Repurchase agreeme 11,78: 11,88( 24,35!
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings - 50,00( 25,00(
Overnight Fed Funds Purchas 20,00( 10,00( -
Average Balance
FHLB advance: $ 37,947 % 75,067 $ 46,84¢
Repurchase agreemel 6,01¢ 7,47¢ 13,29¢
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings - 6,11 2,12:
Overnight Fed Funds Purchas 1,507 1,68¢ -
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The following table sets forth certain informatias to the Company’s FHLB advances and other bongsvat the dates indicated.

September 30
2011 2010 2009
(Dollars in Thousands

FHLB advance: $ 11,00¢ $ 22,000 $ 74,80(
Repurchase agreemel 8,05¢ 8,90¢ 6,68¢
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings - - 25,00(

Total borrowings $ 29,36t $ 41,21¢  $ 116,79t
Weighted average interest rate of FHLB advat 6.0(% 5.1(% 3.26%
Weighted average interest rate of repurchase agnets 0.5(% 0.5(% 0.4<%
Weighted average interest rate of subordinatedrdabes 4.31% 4.21% 4.38%
Weighted average interest rate of FRB TAF Borrowi 0.0(% 0.25% 0.25%

Subsidiary Activities

The subsidiaries of the Company are the Bank amst Midwest Financial Capital Trust I. The Bank @ service corporati
subsidiary, First Services Financial Limited (“EiServices”). At September 30, 2011, the net boakies of the Banls investment in Fir
Services was approximately $115,000. The Bank dzgdnFirst Services in 1983. First Services cufyehis no active operations. 1
Company had a subsidiary in prior fiscal periodgtdMTrust, which was sold to a third party on Seyter 30, 2010. The impact to the finan
results of the Company was nominal.

Meta Payment System$ Division

Meta Financial, through the MPS division of its kasubsidiary, is focused on the electronic paymeéntistry and offers
complement of prepaid cards, consumer credit prsdaured other payment industry related productssandces that are marketed to consul
through financial institutions and other commer@atities. The products and services offered by MRSgenerally designed to facilitate
processing and settlement of authorized electroaitsactions involving the movement of funds. MRf&re specific product solutions in 1
following areas: (i) prepaid cards, (ii) consumezdit products, and (iii) ATM sponsorship. MP8oducts and services generally target bz
card processors and third parties who market astdlalite the cards.

Each segment of MPS’ business is discussed gendedbbw. With respect to the segments, there cam significant amount of cross-
selling and cross-utilization of personnel and wses (e.g.,a client asks MPS to develop products for both aice@and consumer cre
needs). As described elsewhere herein, the Baslhifect to restrictions set forth in the supenysdirectives issued by the OTS. For fun
discussion see “Regulation - Bank Supervision aedufation — OTS Consent Orders and Related Mdtters.

Prepaid Cards Prepaid cards take the form of credit caizkd plastics embedded with a magnetic stripe lwbiodes relevant ci
data (which may or may not include information abthe user and/or purchaser of such card). Wherhthéer of such a card attempt
permitted transaction, necessary information, idiclg the authorization for such transaction, isretidbetween the “point of use” opdint of
sale” and authorization systems maintaining th@aetof record.
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The funds associated with such cards are typidadlg in pooled accounts at the Bank representiegatigregate value of all ca
issued in connection with particular products ageams, further described below. The cards may woekclosed loop €.g.,the card will onl
work at one particular merchant and will not workyahere else), a semi-closed loog.§.,the card will only work at a specific set
merchants such as a shopping mall), or open lodaphafinction as a Visa, MasterCard, or Discovemnbed debit card that will work where'
such cards are accepted for payment. Most of MR$igid cards are open-loop.

This segment of MPS’ business can generally beddiliinto three categories: reloadable cards, relmadable cards, a
benefit/insurance cards. These programs are typioffered via a third party relationship. We anmeder restriction, by order of OTS, nol
enter into new third party relationships or ameardhs absent prior approval. For further informatisge “Regulation Bank Supervision ar
Regulation — OTS Consent Orders and Related Mdtt@mvernment benefits are another growing applicaforprepaid cards; however, M
has not focused on this category to date.

Reloadable Cards The most common reloadable prepaid card progempayroll cards, whereby an employepayroll is loaded
the card by their employer utilizing direct depo§ieneral Purpose Reloadable (GPR) cards, wheralolg @re usually distributed by retai
and can be reloaded an indefinite number of timgsadicipating retail load networks. Other exanspt# reloadable cards are travel ci
which are used to replace travelers checks andearloaded a predetermined number of times asaselx cards where a taxpagerefund
refund anticipation loan, or preseason tax loarcgeds are placed on the card. Reloadable cardgeaszally open loop cards that consur
can use to obtain cash at ATMs or purchase goodisenvices wherever such cards are accepted fonguaty

Non-Reloadable CardsNon-eloadable prepaid cards are sometimes referrad thsposable and may only be used until the rat
funds initially loaded to the card have been extexlisThese include gift cards, rebate cards, anthptional or incentive cards. These ci
may be closed loop or open loop but are generallyavailable to obtain cash. Under certain condgjothese cards may be anonym
whereby no customer relationship is created anddéetity of the cardholder is unknown. Except §ift cards, many nomeloadable ca
programs are funded by a corporation as a marketipgnse rather than from consumer funds.

Benefit/Insurance Cards Benefit/insurance cards are traditionally used bypleyers and large commercial companies (suc
property insurers) to distribute benefits to pessentitled to such funds. Possible uses of benafils could be the distribution of money
gualified expenses related to an employer spondterithle spending account program (FSA) or thdriistion of insurance claim proceed:
insureds who have made a payable claim againstiating insurance policy. These cards are genergdn loop or senitosed loop as in tl
case of an FSA card that can only be used for fipchlnedical expenses.

Consumer Credit Productsin its belief that credit programs can help nmlegitimate credit needs for prime and guime borrower:
and afford the Company an opportunity to diverdifig loan portfolio and minimize earnings exposuve do economic downturns, -
Company has offered certain credit programs thaewesigned to accomplish these objectives. Onle grogram — iAdvance was eliminate
at the direction of the OTS effective October 181@ Further, as was the case in fiscal 2011, vlenai offer taxrelated programs, such
pre-season or refund anticipation loans or refuadsfer services in fiscal 2012. For further infation, see “Regulation Bank Supervisio
and Regulation — OTS Consent Orders and RelatetbMat

MPS has strived to offer consumers innovative paytrpeoducts, including credit products. Most creatibducts have fallen into o
of two general categories: (1) sponsorship lending (2) portfolio lending. In a sponsorship lendingdel, MPS typically originates loans
sells (without recourse) the resulting receivaldtethird party investors equipped to take the assed credit risk. MPS' sponsorship lendil
programs are governed by the Policy for Sponsorkbipding which has been approved by the Board oéd@rs. A Portfolio Credit Polic
which has been approved by the Board of Directoksems portfolio credit initiatives undertaken byP8, whereby the Company retains s
or all receivables and relies on the borrower asutiderlying source of repayment. Several portf@iwing programs also have a contrac
provision that has indemnified MPS and the Bankcfedit losses that meet or exceed predetermingdisleSuch a program carries additic
risks not commonly found in sponsorship progranpecsically funding and credit risk. Therefore, MPfas strived to employ policit
procedures, and information systems that are corsumate with the added risk and exposure. Due tersigory directives issued by ¢
regulator, an MPS lending program - iAdvanceas eliminated effective October 13, 2010. In dddijtour third party relationship progra
have been limited to third party relationships iiseence at the time the directives were issuedgmtbprior approval to engage in r
relationships. For additional discussion, see “Ratgpn - Bank Supervision and Regulation — OTS @omn®rders and Related Matters.”
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ATM SponsorshipMPS sponsors financial institutions into variouswarks to enable them to issue netwarkanded debit cards &
accept cards issued by other financial institutiahsheir ATM terminals. The division also spons&¥M independent sales organizati
(“1SOs”) into various networks and provides associated spships of encryption support organizations anditharty processors in suppor
the financial institutions and the ATM ISO sponsips. Sponsorship consists of the review and ogktif entities participating in debit €
credit networks. In certain instances, MPS alsodeatain leasehold interests in certain ATMs whiefuire bank ownership and registratior
compliance with applicable state law.

While the Company believes that it has adoptedciasiand procedures to manage and monitor the akkadant to this line
business, and while the executives who manage dngp@nys program have years of experience, no guarantebeaade that the Comp:
will not experience losses in this division.

The same restrictions applicable to thirakty relationships as described above also agplgur ATM Sponsorship business;
“Regulation — Bank Supervision and Regulation — @iisent Orders and Related Matters.”

Regulation

The Company is regulated as a savings and loarnngot@mpany by the Federal Reserve. As a savinddoam holding company, t
Company is required to file reports with, and ottise comply with, the rules and regulations of Fexleral Reserve and of the SEC u
federal securities laws. The Bank is a federallgrtdred thrift institution that is subject to brdaderal regulation and oversight extending t
of its operations by the OCC, its primary federdulator, and by the Federal Deposit Insurance @atjpn (the “FDIC")as deposit insure
The Bank is also a member of the FHLB. See “Risétéa” which is included in Iltem 1A of this Annudeport on Form 10-K.

The legislative and regulatory enactments descriieddw have had a material impact upon the operataf the Company and |
Bank.

Dodd-Frank Wall Street Reform and Consumer ProdecAct of 2010 ("the Dodd-Frank Act'lj response to the current national
international economic recession and to strengsi@ervision of financial institutions and systerflicanportant nonbank financial institutior
Congress and the U.S. government have taken ayafiactions, including the enactment of the Ddddnk Act on July 21, 2010. The Dodd-
Frank Act represents the most comprehensive chianganking laws since the Great Depression of 8894 and mandates changes in se
key areas: regulation and compliance (both wittpees to financial institutions and systemically ion@ant nonbank financial companie
securities regulation, executive compensation, legigun of derivatives, corporate governance, tratisas with affiliates, deposit insurar
assessments and consumer protection. ImportantithéoBank, the Dodérank Act also abolished the OTS on July 21, 2@ht transferre
rulemaking authority and regulatory oversight te @CC with respect to federal savings banks, ss¢heBank, and to the Board of Goveri
of the Federal Reserve System with respect to ga\and loan holding companies, such as the Compéhife the changes in the law requi
by the DoddFrank Act will most significantly have a major ingiaon large institutions, even relatively smalltingions such as ours will
affected.

Pursuant to the DodHrank Act, the Bank will be subject to regulatiggemulgated by a new consumer protection bureasdt
within the Federal Reserve, known as the Bureaamisumer Financial Protection (the "Bureau" or “BCE The Bureau will consolidate rul
and orders with respect to consumer financial petsland services and will have substantial poweddfine the rights of consumers |
responsibilities of lending institutions, such s Bank. The Bureau will not, however, examineugesvise the Bank for compliance with s
regulations; rather, based on its size, enforceraatitority will remain with the Bank's primary fedéregulator although the Bank may
required to submit reports or other materials ® Bureau upon its request. The Bureau began t@isgeits authority on July 21, 2011 w
respect to insured depository institutions like Baak.

The Dodd-Frank Act included provisions which redtinterchange fees to those which are “reasorefieproportionatefor certair
debit card issuers and limits the ability of netksgand issuers to restrict debit card transactutimg (known as the “Durbin Amendmept”
The Federal Reserve issued final rules implementiegDurbin Amendment on June 29, 2011. In thel finke, interchange fees for debit ¢
transactions are capped at $0.21 plus five basistgpto be eligible for a “safe harbosuch that the fee is conclusively reasonable
proportionate. An interim final rule also permits additional $0.01 per transaction “fraud preveamtamjustment’to the interchange fee
certain standards designed by the Federal Resesvienplemented. With respect to network exclusidtd merchant routing restrictions, i
now required that all debit cards participate irdeaist two unaffiliated networks so that the tratisas initiated using those debit cards
have at least two independent routing channelsaNgt the interchange fee restrictions in the DurAmendment do not apply to the Bi
because debit card issuers with total worldwidetassf less than $10 billion are exempt.
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The DoddFrank Act also included a provision that supplerae¢hé Federal Trade Commission Act's prohibitioneirest practices th
are unfair or deceptive by also prohibiting praesithat are "abusive." This term has not yet bedinetl by implementing regulations but, o
it is defined, the Bank will be required to evakiall of its consumer financial products and se&vwito ensure they are in compliance with
provision.

In addition, and among other legislative changes tve and the Bank will need to assess, the Dvddk Act requires us to: (1)
subject to a new assessment model from the FDI€dapon assets, not deposits (as described hef2jr)e subject to enhanced exect
compensation and corporate governance requiremeemds(3) evaluate our capital compliance at theihglcompany level due to our issua
of trust preferred securities.

The extent to which the new legislation and exgstimd planned governmental initiatives thereund#rswcceed in ameliorating tig
credit conditions or otherwise result in an impnoent in the national economy is uncertain. In addjtbecause some of the component
of the DoddFrank Act will be subject to intensive agency ruséimg and subsequent public comment over the nextral months, it
difficult to predict the ultimate effect of the DadFrank Act on us or the Bank at this time. It ilik however, that our operational expel
will increase as a result of new compliance reguésts.

S.A.F.E. Act RequirementsOn July 28, 2010, the OTS issued final rules iray residential mortgage loan originators who
employees of federal savings banks to meet thestragon requirements of the Secure and Fair Eefoent for Mortgage Licensing Act
2008 (the "S.A.F.E. Act"). The S.A.F.E. Act reqeinesidential mortgage loan originators who areleyges of regulated financial institutic
to be registered with the Nationwide Mortgage LEiag System and Registry, a database created b§dhference of State Bank Supervi
and the American Association of Residential Morgd&egulators to support the licensing of mortgaggn loriginators by the states |{
"Registry”). Employees of regulated financial itgions are generally prohibited from originatirgsidential mortgage loans unless they
registered. Federal registrants were permitteédéster January 1, 2011.

Incentive Compensation Regulatiohhe OTS issued on June 21, 2010 final guidance nsure that incentive compensa
arrangements at federal savings banks take intouataisk and are consistent with safe and soumkibg practices. The guidance \
designed to ensure that incentive compensatiomgeraents appropriately tie rewards to longem performance and do not undermine
safety and soundness of the entity or create undke to the financial system. As a result of thisdance, the Company and the Bank
incorporate the risks related to incentive compgasanto their broader risk-management framework.

USA Patriot Act of 2001n October 2001, the USA Patriot Act of 2001 (tHeatriot Act”) was enacted in response to the terr
attacks in New York, Pennsylvania and Washingto.vhich occurred on September 11, 2001. The®a&at is intended to strengthen L
law enforcement’s and the intelligence communitaslities to work cohesively to combat terrorismamariety of fronts. The potential imp
of the Patriot Act on financial institutions of &ihds is significant and wide-ranging. The PatAat contains sweeping antioney launderin
and financial transparency laws and imposes varniegslations, including standards for verifyingedii identification at account opening,
rules to promote cooperation among financial in§tihs, regulators and law enforcement entitieislémtifying parties that may be involvec
terrorism or money laundering. Among other provisiothe Patriot Act requires financial instituticleshave antmoney laundering prograi
in place and requires banking regulators to consaideolding company' effectiveness in combating money laundering wisding on certai
merger or acquisition applications.

Credit Card RegulationThe Credit Card Accountability Responsibility ands@osure Act was signed into law on May 22, 200
“Credit Card Act”).The Credit Card Act bans retroactive rate increasggiires that bills be due no less than 21 days the time of mailing
requires that credit card contracts be accessiblthe Internet, and allows consumers to opt-iméfytchoose to use a card issuer’s dirait
protection. While certain opesnd credit programs of the Bank will be impactedhmy Credit Card Act, the operational and finanigbact tc
the Bank will be immaterial. The Bank does not eiptite that any of its opegnd line of credit programs will be discontinuedeatensivel
modified as a result of the Credit Card Act. Twalué Banks credit card programs will have significant chagethe terms and conditions
a result of the Credit Card Act. However, the actqortfolio for these programs is relatively smath any financial impact to the Bank du
any modifications to these programs will be minimal
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Gift card provisions in the Credit Card Act tooKest on August 22, 2010. These provisions impose restrictions on the use
expiration dates and fees on gift cards, includiogh open-loop and closddep cards. Certain provisions can also apply toegal purpos
reloadable and promotional cards (i.e., reloadahtels that are not marketed or labeled as giftscarards not marketed to the general p
and cards that are loyalty or award cards are ulgiest to the fee and expiration restrictions)a I€ard is subject to the Credit Card Act's
restrictions, then (1) fees cannot be imposed withyear after the card was issued or within a géer the cardholder's last use, (2) only
fee is permitted in any month, and (3) certain ldsgres related to the fees and the timing of timggosition must be clearly and conspicuo
disclosed. If a card is subject to the Credit CAoffs expiration provisions, then the card mustegdonsumers a reasonable opportuni
purchase the card with at least five years remginimtil the card expiration date and the funds émhdnto such card must not expire befort
later of five years after the date on which thedoaas issued or the card expiration date (if aAg)a result of these changes, we expect
will be a reduction in the Company’s revenue ofragpnately $2.0 million in fiscal 2011.

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

Home Affordable Refinance Program (“HARPAnnounced in November 2011, the HARP is availableréfinances of existing a
qualified Fannie Mae or Freddie Mac loans only. Bloal of the refinance effort, as announced byRhesident of the United States, is
provide access to lowest refinancing for responsible homeowners suftefrom falling home prices.” The expectation iatthefinancing
qualified loan will put responsible borrowers ibetter position by reducing their monthly principald interest payments or moving them f
a more risky loan structure (such as interest-amlghortterm ARM) to a more stable product. It is anticgzhthat this program will ha
minimal impact on the Company.

Privacy. The Bank is required by statute and regulatiodisolose their privacy policies to its consumard,aon an annual basis, to
customers. Pursuant to such privacy notices, thik’Baustomers may opt out of the sharing of theinpublic personal information with non-
affiliated third parties. The Bank is also requitecappropriately safeguard its customers’ persorfafmation.

Preemption.On July 21, 2011, the preemption provisions of Bwdd+rank Act became effective, requiring that fedesaving:
associations be subject to the same preemptiodatds as national banks, with respect to the agtjdic of state consumer laws to the inter-
state activities of federally chartered depositmstitutions. Under the preemption standards eistaddl under the DodBrank Act for bot
national banks and federal savings associatioegnpption of a state consumer financial law is pssihle only if: (1) application of the st
law would have a discriminatory effect on natiobahks or federal thrifts as compared to state ha@she state law is preempted und
judicial standard that requires a state consunmanfiial law to prevent or significantly interferatlwthe exercise of the national bank'
federal thrift's powers before it can be preemptéth such preemption determination being madehey®@CC (by regulation or order) or b
court, in either case on a "casednse" basis; or (3) the state law is preemptednmghar provision of federal law other than TitleoKthe
Dodd-Frank Act. Additionally, the DodBrank Act specifies that such preemption standardg apply to national banks and federal th
themselves, and not their ndepository institution subsidiaries or affiliat&pecifically, operating subsidiaries of nationahks and feder
thrifts that are not themselves chartered as amatibank or federal thrift may no longer benefinfi federal preemption of state consu
financial laws, which shall apply to such subsigiar(or affiliates) to the same extent that theglypo any person, corporation or entity suk
to such state laws.
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Prohibition on Unfair, Deceptive and Abusive Actgld@racticesJuly 21, 2011 was the designated transfer dateruhdeDoddFrank
Act for the formal transfer of rulemaking functionader the federal consumer financial laws fromheafcthe various federal banking agen
to a new governmental entity, the BCFP, which iarghd with the mission of protecting consumer igé&s. The BCFP is responsible
administering and carrying out the purposes andativjes of the federal consumer financial laws sngrevent evasions thereof, with res
to all financial institutions that offer financiptoducts and services to consumers. The BCFP asaaithorized to prescribe rules applicabl
any covered person or service provider identifyamgl prohibiting acts or practices that are unfd@ceptive or abusive in connection with
transaction with a consumer for a consumer findrmiaduct or service, or the offering of a consurfieancial product or service. With
broad rulemaking powers, the new BCFP has the patan reshape the consumer financial laws througbmaking, which may direct
impact the business operations of financial institws offering consumer financial products or seggiincluding the Bank.

Other Regulation The Bank is also subject to a variety of othgutations with respect to their business operatinokiding, but nc
limited to, the Truth in Lending Act, the Truth 8avings Act, the Equal Credit Opportunity Act, tBkectronic Funds Transfer Act, the F
Housing Act, the Home Mortgage Disclosure Act, Bar Debt Collection Practices Act, and the Faieditr Reporting Act. As discuss
below, any change in the regulations affectingBhak’s operations is not predicable and could affiee Bank’s operations and profitability.

Bank Supervision & Regulation

The Bank is a federally chartered thrift institutithat is subject to broad federal regulation avetsight extending to all of its
operations by its primary federal regulator, the@@&nd by its deposit insurer, the FDIC. Such retiph covers all aspects of the banking
business, including lending practices, safeguardamgpsits, capital structure, transactions withiatés and conduct and qualifications of
personnel.

The Bank is also a member of the FHLB System asdligect to certain limited regulation by the FRB.

Meta Financial currently has two wholgwned subsidiaries: the Bank, a federally chartearett institution; and First Midwe
Financial Capital Trust |, a statutory businessttarganized under the Delaware Business Trust Act.

Regulatory authorities have been granted extemisa@etion in connection with their supervisory ardorcement activities which ¢
intended to strengthen the financial conditiontaf banking industry, including the imposition o$tréctions on the operation of an instituti
the classification of assets by the institutiond ahe adequacy of an institutienallowance for loan losses. Typically, these actiar
undertaken due to violations of laws or regulationsonduct of operations in an unsafe or unsouadnar.

Any change in the nature of such regulation andsight, whether by the OCC, the FDIC, the FederaddRve or legislatively |
Congress, could have a material impact on Metarigiahor the Bank and their respective operatiditee discussion herein of the regula
and supervisory structure within which the Bankrapes is general and does not purport to be exkaust a complete description of the ¢
and regulations involved in the Bank’s operatidftse discussion is qualified in its entirety by #tual laws and regulations.

Federal Regulation of the BanlAs the new primary federal regulator for fedesalings associations as of July 21, 2011, the O&
extensive authority over the operations of fedesalings associations, such as the Bank. This reéguland supervision establishe
comprehensive framework for activities in whichealdral savings association can engage and is edepdmarily for the protection of t
Deposit Insurance Fund (“DIFgnd depositors. The regulatory structure also divegegulatory authorities extensive discretiomannectio
with their supervisory and enforcement activities @xamination policies, including policies wittspect to the classification of assets ant
establishment of adequate loan loss reserves dotatry purposes.
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Given the extensive transfer of former OTS autlyatdt multiple agencies, section 316 of the Déadnk Act requires the OCC
identify and publish in thé&ederal Registeseparate lists of the current OTS regulations thatOCC will continue to enforce for fede
savings associations after the transfer date. riryiog out this mandate, and in connection withaissumption of responsibility for the ongc
examination, supervision, and regulation of fedeealings associations, the OCC published a filalon July 21, 2011 that republishes tt
OTS regulations that the OCC has the authorityrammpilgate and enforce as of the July 21, 2011 feargate, with nomenclature and of
technical amendments to reflect OCC supervisioffiedéral savings associations. The OCC's regulatopgrsede the OTS regulations
purposes of OCC supervision and regulation of faldgavings associations.

In promulgating the final rule, the OCC noted ttie final rule is part of the OCC's review of iegjulations and those of the OT¢
determine what changes are needed for the trams@i®CC supervision of federal savings associatiand that in future phases of the Ot
regulatory review, the OCC will consider more coetgnsive substantive amendments, as necessahgede tegulations. For example,
OCC notes that it may propose to repeal or combpimisions in cases where OCC and former OTS ralessubstantively identical
substantially overlap. In addition, the OCC maypm®e to repeal or modify OCC or former OTS rulegreldifferences in regulatory appro
are not required by statute or warranted by featurdque to either charter. The OCC expects toiglutthese amendments in one or n
notices of proposed rulemaking. This substantivéere also will provide an opportunity for the OC@dsk for comments suggesting revis
to the rules for both national banks and federaing®s associations that would remove provisions #na "outmoded, ineffective, insufficie
or excessively burdensome," consistent with thdsgomatlined in an executive order issued by thesident of the United States. Accordingl
is possible that additional OCC rulemaking coulduiee significant revisions to the regulations uneéiich the Bank operates anc
supervised. Any change in such laws and regulatiomsterpretations thereof, whether by the OC@,REDIC or through legislation, could h:
a material adverse impact on the Bank and its ¢ipesaand on the Company and its stockholders.

Business Activitie

The activities of federal savings associations geaerally governed by federal laws and regulatidrigese laws and regulatic
delineate the nature and extent of the activitiewlich federal savings associations may engageatticular, many types of lending autho
for federal savings associations are limited tpec#ied percentage of the institution's capitahssets.

Loan and Investment Powe

The Bank derives its lending and investment poviiens1 the Home Owners’ Loan Act (the “HOLAGnd the OCC's implementi
regulations thereunder. Under these laws and reguota the Bank may invest in mortgage loans setbseresidential and commercial t
estate, commercial and consumer loans, certainstyffedebt securities and certain other assets. Bémk may also establish sen
corporations that may engage in activities not mtiee permissible for the Bank, including certadalrestate equity investments and secu
and insurance brokerage activities. These invedtp@mers are subject to various limitations, in@hgd(i) a prohibition against the acquisit
of any corporate debt security that is not ratedria of the four highest rating categories; (iljnait of 400% of an association's capital on
aggregate amount of loans secured by remidential real estate property; (i) a limit20% of an association's assets on the aggregaterd
of commercial and agricultural loans and leaseh tie amount of commercial loans in excess of 10%ssets being limited to small busir
loans; (iv) a limit of 35% of an association's assen the aggregate amount of secured consumes laag acquisitions of certain d
securities, with amounts in excess of 30% of adseitsy limited to loans made directly to the orainbligor and where no thirgharty finde
or referral fees were paid; (v) a limit of 5% ofats on norconforming loans (loans in excess of the spedifiitations of the HOLA); and (v
a limit of the greater of 5% of assets or an asgmei's capital on certain construction loans mfamdethe purpose of financing what is o
expected to become residential property. In additibe HOLA and the OCC regulations provide th&deral savings association may in
up to 10% of its assets in tangible personal ptyder leasing purposes.

The Banks general permissible lending limit to one borrowgeequal to the greater of $500,000 or 15% of yaiimed capital ar
surplus (except for loans fully secured by certaiadily marketable collateral, in which case tiistlis increased to 25% of unimpaired caf
and surplus). At September 30, 2011, the Bamdnding limit under these restrictions was $18iBion. The Bank is in compliance with tl
lending limit.
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OTS Consent Orders and Related Matters.

During 2010, the OTS issued Supervisory Directitcethe Bank based on the OTS’ assessment of thie’8#rird-party relationshi
risk, enterprise risk management, and rapid grdimtithe MPS division) and had also advised the Biualt the OTS had determined that
Bank engaged in unfair or deceptive acts or prastio violation of Section 5 of the Federal Traderission Act and the OTS Advertis
Regulation in connection with the Baskoperation of the iAdvance line of credit prograddm July 15, 2011, the Company and the Bank
stipulated and consented to a Cease and Desist (odether, the "Orders" or the “Consent OrdeisSped by the OTS. Under the Orders
OTS and the Bank agreed upon a Remuneration Plarotaode reimbursement to iAdvance Line of Creditrowers affected by the Bar’
failure to implement a recurring use plan. The Reeration Plan provides for an aggregate amount4d8 #illion to be paid iAdvanu
customers. The Bank also stipulated and consentea Order of Assessment of a Civil Money Penalie (Assessment”) providing for
Bank's payment of $400,000. The Orders and thes&ssent became effective on July 15, 2011. Both suete paid in the fourth quarter
fiscal 2011. Under the terms of the Orders andAbsessment, the OTS acknowledged that the Compashyhe Bank neither admitted |
denied the OTS findings in the Orders and the Asaest or that grounds existed to initiate a prowegd

The Orders require the Company and the Bank to gubrthe OTS (or its successor) various manageraedtcompliance plans &
programs to address the matters initially iderdifie the Supervisory Directives as well as planseishancing Company and Bank capital
require nonebjection by OTS (or its successor) for Companyhadigsidends, distributions, share repurchases, paysnof interest or princig
on debt and incurrence of debt. Under the ternti@fOrder, the Bank agrees that it will cease agisti from (1) violations of certain laws :
regulations and (2) unsafe or unsound practicesrédsailted in it operating without adequate: (agiinal controls, management informa
systems and internal audit reviews of its thirdtypaponsorship arrangements; and (b) certain irdgion technology policies and procedu
The limitations related to MPS following the issaarof the Supervisory Directives remain in plaagctSlimitations include receiving the pr
written approval of the Regional Director of the ®Tor its successor) before the Bank may (1) enterany new third party relationsi
agreement concerning any credit product, deposifymt (including prepaid cards), or automatic teffeachine or materially amend any s
existing agreement (except for amendments to aehoevnpliance with applicable laws, regulations regulatory guidance); (2) origina
directly or through any third party, tax refundieiptation loans; (3) offer a tax refund transfeogessing service directly or through any t
party; or (4) offer or originate iAdvance lines@kdit to new customers or permit draws on existAdyance lines of credit, either directly
through any third party.

The Orders further require the Company and the Bansubmit to the OTS (or its successor) variousagament and compliar
plans and programs to address the matters initiddigitified in the Supervisory Directives as wedl glans for enhancing Company and E
capital. Although there can be no assurance thet actions will continue in the future, by separatéeleagreement, the OTS took no objec
to the Company request to prepay its scheduled July 2011 tmefeped security payment; similarly, the Federab&ve has approved
Companys declaration of a dividend payable on January0122o stockholders of record on December 12, 28bth the Company and t
Bank remain well-capitalized under federal banlkguidelines after the reimbursement and the Assassme

Since the issuance of the Supervisory Directivesthe Consent Orders, the Company and the Bank lese cooperating with t
OTS and the OCC to correct those aspects of itsatipas that were addressed in the Orders, and geament of the Company and the B
believe they have already made substantial progiéss Company and the Bank have completed manlyeoitéms in the Orders and expec
complete all of the required actions in the Ordsrsheir respective deadline dates.

Compliance with the Orders will be subject to tegiew and supervision of the OCC with respect thalBand the Federal Rese
Board with respect to the Company. There can bassorance that the Company or the Bank can fullypty with the requirements of t
Orders or receive non-objection to the Companytsréupayment of dividends and interest, or any ro#tativity for which approval or non-
objection is required.
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On July 21, 2011, pursuant to the Dddidink Act, the OTS was integrated into the OCC tliedfunctions of the OTS related to tt
holding companies were transferred to the FedeeskeRe Board. The OCC is now responsible for thgoimg examination, supervision &
regulation of the Bank. The Dodetank Act maintains the existence of the federaings association charter and the HOLA, the prinsagut
governing the federal savings banks. The FederséiRe Board is now responsible for the ongoing émation, supervision and regulatior
the Company.

Insurance of Accounts and Regulation by the FOI@ Bank is a member of the DIF, which is admimedeby the FDIC. Deposits ¢
insured up to applicable limits by the FDIC andtsirsurance is backed by the full faith and creélihe United States Government. As inst
the FDIC imposes deposit insurance premiums andutBorized to conduct examinations of and to requeporting by FDIGnsurec
institutions. It also may prohibit any FDIi@sured institution from engaging in any activihetFDIC determines by regulation or order to pc
serious risk to the DIF. The FDIC also has autldatinitiate enforcement actions against any FX€lired institution after giving its prime
federal regulator the opportunity to take suchaagtand may terminate the deposit insurance iéiednines that the institution has engage
unsafe or unsound practices or is in an unsaf@sound condition.

The FDIC imposes an assessment against all deposistitutions for deposit insurance. Pursuarth® DoddFrank Act, with respe
to deposit insurance premiums, the new assessnamet ¢alculation will be average consolidated tatsets less average tangible et
(defined as Tier 1 capital). At September 30, 2ah#, Banks risk category assignment required a payment di4$per $100 of its tot
assessment base of approximately $1.1 billion. FBEC's board has the flexibility to adopt actuaksathat are higher or lower than the |
base assessment rates adopted without notice amdeat if certain restrictions are met.

The FDIC announced on November 12, 2009, that @tswlepository institutions were required to preplaee years of depo
insurance premiums on December 30, 2009. Undemulkethe prepaid amount was based on an estinfidte anstitutions assessment rate
effect on September 30, 2009, its third quarter®2@8sessment base, and an estimated rate of iadredsat assessment base. MetaBank
assessed $4.1 million. As of April 1, 2011, thefirule on FDIC Deposit Insurance became effective.

Under the Dodd-rank Act, a permanent increase in deposit inseraves authorized to $250,000 (insurance coveradgieviousl
been temporarily raised to that level until Decemb®& 2013). The coverage limit is per depositar, insured depository institution for ei
account ownership category.

The DoddFrank Act also set a new minimum DIF reserve ratid.35% of estimated insured deposits. The FDI@dslired to atta
this ratio by September 30, 2020.

Under the Federal Deposit Insurance Act (“FDIAHe FDIC may terminate deposit insurance upon @irfonthat the institution h
engaged in unsafe or unsound practices, is in @afenor unsound condition to continue operatiomshas violated any applicable Iz
regulation, rule, order or condition imposed by HieIC or the OCC. Management of the Bank does motwkof any practice, condition
violation that might lead to termination of depdagurance. A significant increase in DIF insurapoemiums would have an adverse effec
the operating expenses and results of operatiotiedBank.

DIF-insured institutions pay a Financing Corpomat{tFICO") assessment in order to fund the interest on barsied to resolve thr
failures in the 1980s. At September 30, 2011, tl@COFassessment was equal to 1.04 basis pointsafdr $100 in domestic deposits. Tt
assessments will continue until the bonds matugoirD.

AssessmentsThe DoddFrank Act transferred authority to collect assesgséor federal savings associations from the OF gt
OCC. This authority was effective as of the transfate, July 21, 2011. The Dodidank Act also provides that, in establishing threant of al
assessment, the Comptroller of the Currency magidenthe nature and scope of the activities ofethiity, the amount and type of asse
holds, the financial and managerial condition & #mtity, and any other factor that is appropriteor to the transfer date, the OCC anc
OTS assessed banks and savings associations, treslyeasing different methodologies, although thgencies' methodologies gener
resulted in similar levels of assessments. UnderQif'S assessment system, assessments were dugeaaamn January 31 and July 31,
were calculated based on an institution's asset sandition, and complexity. The Bank's OTS asness (standard assessment) for the f
year ended June 30, 2011, was $233,000. The OGCrfiie effective on July 21, 2011 amended the ssssent rules applicable to fed:
savings associations by using the same methodslog¢es, fees, and payment due dates that applgntly to national banks. The O
assessment system and regulation is no longeffentefnd will be repealed at a later date. As altethe assessment for savings associe
occurred in September 2011.
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Under the OCC's assessment system, some saviragsagiess will pay marginally more assessments thahe past, while others w
pay lower assessments. However, during the firgt &8sessment cycles after the transfer date, th€ @il base savings associat
assessments on either the OCC's assessment regulasi amended to include federal savings assmtior the former OTS assessn
structure, whichever yields the lower assessmenthat savings association. Beginning with asseasneharged in September 2012,
national banks and federal savings associationishgilassessed using the OCC's assessment struth&eOCC intends to implement t
phase-in through an amended Notice of Fees.

Regulatory Capital Requirement§ederally insured financial institutions, suchtlzes Bank, are required to maintain a minimum |
of regulatory capital. These capital requiremendémdate that an institution maintain at least thkefiong ratios: (1) a core (or Tier 1) capita
adjusted total assets ratio of 4% (which can beaed to 3% for highly rated institutions); (2) effil capital to riskweighted assets ratio
4%; and (3) a risk-based capital to risk-weightesets ratio of 8%. Core (Tier 1) capital is defimsdcommon stockholdersfuity (including
retained earnings), certain noncumulative perpepuraferred stock and related surplus and minonityestments in equity accounts
consolidated subsidiaries, less intangibles othan tcertain mortgage servicing rights and creditl calationships. Supplementary capitz
currently defined to include cumulative preferréock, longterm perpetual preferred stock, mandatory conversibcurities, subordinated d
and intermediate preferred stock, the allowancddan and lease losses limited to a maximum of%.25 riskweighted assets and up to 4
of unrealized gains on available-feale equity securities with readily determinable faarket values. Overall, the amount of suppleragy
capital included as part of total capital cannateed 100% of core capital.

Generally, in meeting the tangible, leverage askvased capital standards, federal savings asso@atiust deduct investments
and loans to subsidiaries engaged in activitigiaeipal that are not permissible for a natiorahk. If a subsidiang activities are permitted
a national bank, that subsidiary’s assets are gyieonsolidated with those of the parent’s oina-for-line basis.

Capital requirements in excess of the standard®gbtabove may be imposed on individual instdos on a case-bgase basis upor
determination that the associatisrcapital level is or may become inadequate int lafithe particular circumstances. The OCC andrRB&C
are generally permitted to take enforcement actigainst a savings bank that fails to meet its ahpéguirements. Such action may incl
restrictions on operations and banking activitteg, imposition of a capital directive, a cease-dadist order, civil money penalties, or i
stringent measures such as the appointment of seogator or receiver or a forced merger with anoitietitution.

As of September 30, 2011, the Bank exceeded & ségulatory capital requirements with core, ibleggand riskbased capital rati
of 6.38%, 6.38% and 20.12% respectively, and wasgdated as “well-capitalized” under federal guitet. See Note 14 to theNotes t
Consolidated Financial Statements,” which is ineldidn Part II, Item 8 “Consolidated Financial Stagmts and Supplementary Dataf’this
Annual Report on Form 10-K.

Prompt Corrective Action Federal banking regulators are authorized andeucertain circumstances, required to take cegefion:
against banks that fail to meet their capital rezgmients. Effective December 19, 1992, the fedesakimg agencies were given additic
enforcement authority with respect to undercagigali depository institutions. Under the regulaticens,institution is deemed to be (ayéll
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@vidage capit
ratio of 5.0% or more and is not subject to anyeordr final capital directive to meet and maintairspecific capital level for any cap
measure; (b) “adequately capitalized” if it haotak risk-based capital ratio of 8.0% or more, arTl riskbased capital ratio of 4.0% or m
and a Tier 1 leverage capital ratio of 4.0% or m@©% under certain circumstances) and does net the definition of well capitalized,; |
“undercapitalized” if it has a total risk-based italpratio that is less than 8.0%, a tier 1 risksed capital ratio that is less than 4.0% or a I
leverage capital ratio that is less than 4.0% (3W%er certain circumstances); (d) “significantlydercapitalized” if it has a total ridkase:
capital ratio that is less than 6.0%, a Tier 1-bslsed capital ratio that is less than 3.0% or a Tileverage capital ratio that is less than 3
and (e) “critically undercapitalizedf it has a ratio of tangible equity to total ass#iat is equal to or less than 2.0%. In certaumatibns,
federal banking agency may reclassify a well céipéd institution as adequately capitalized and meguire an adequately capitalizec
undercapitalized institution to comply with supesiy actions as if the institution were in the nexter category.
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The federal banking agencies are generally requethke action to restrict the activities of amdercapitalized,” Significantly
undercapitalized” or “critically undercapitalizetfank. Any such bank must submit a capital restonagilan that is guaranteed by the pe
holding company. Until such plan is approved, itymat increase its assets, acquire another instituéstablish a branch or engage in any
activities, and generally may not make capitalriistions. The banking regulators are authorizedrtpose additional restrictions, discus
below, that are applicable to significantly undgitalized institutions.

Adequately capitalized banks cannot normally paydaéinds or make any capital contributions that wdelve it undercapitalize
they cannot pay a management fee to a controlkémgam if, after paying the fee, it would be undpitadized; and they cannot accept, rene
roll over any brokered deposit unless the bankdpgdied for and been granted a waiver by the FU@der a new interest rate restriction
that became effective in January 2010, the FDIC defined the “national rate” for all interest-bewyideposits held by less-tharell
capitalized institutions as “a simple average ¢désgaid by all insured depository institutions ananches for which data are availabded ha
stated that its presumption is that this natioag is the prevailing rate in any market. As slebs-thanwell capitalized institutions genere
may not pay an interest rate in excess of the malti@te plus 75 basis points.

Undercapitalized banks may not accept, renew tovet brokered deposits, and are subject to reistnis on the soliciting of depos
over prevailing rates. In addition, undercapitadizianks are subject to certain regulatory restristi These restrictions include, among ot
that such a bank generally may not make any cagigatibutions, must submit an acceptable cap#ataration plan to the FDIC, may
increase its average total assets during a calepdater in excess of its average total assetsigldhie preceding calendar quarter unles:
increase in total assets is consistent with a ahpastoration plan approved by the FDIC and theklsaratio of equity to total assets incre:
during the calendar quarter at a rate sufficiergriable the Bank to become adequately capitalizédnna reasonable time. In addition s
banks may not acquire a business, establish oriracqubranch office or engage in a new line of bess without regulatory approval.
addition, as part of a capital restoration plae, @ompany must generally guarantee that the balhkettirn to adequately capitalized status
provide appropriate assurances of performanceatfgharantee. If a capital restoration plan isapgroved, or if the bank fails to implem
the plan in any material respect, the bank woultréated as if it were “significantly undercapit&ld,” which would result in the imposition
a number of additional requirements and restristidhshould also be noted all FDi@sured institutions are assigned an assessmdntim
general, weaker banks (those with a higher assedsris#) are subject to higher assessments thamggr banks. An adverse chang
category can lead to materially higher expensesn&ured institutions. Finally, bank regulatory agies have the ability to seek to imp
higher than normal capital requirements known dgsvidual minimum capital requirements (“IMCRfJr institutions with higher risk profile
If the Bank’s capital status — now well-capitalizedchanges as a result of future operations orlaégy order, the compang’financia
condition or results of operations could be advgratfected. See “— OTS Consent Orders and Relstatters.”

Any institution that fails to comply with its capltplan or is “significantly undercapitalizedi.¢., Tier 1 riskbased or core capi
ratios of less than 3% or a rislesed capital ratio of less than 6%) must be mabgst to one or more of additional specified atdi@n:
operating restrictions mandated by the Federal Biepgasurance Corporation Improvement Act of 199BD(CIA”). These actions al
restrictions include requiring the issuance of &ddal voting securities; limitations on asset gtewmandated asset reduction; changt
senior management; divestiture, merger or acqoisitf the association; restrictions on executivepensation; and any other action the ¢
deems appropriate. An institution that becomestitally undercapitalized'is subject to further mandatory restrictions ondtgivities ir
addition to those applicable to significantly undggitalized associations. In addition, the appaiprbanking regulator must appoint a rece
(or conservator with the FDIE’ concurrence) for an institution, with certain it exceptions, within 90 days after it becomdsicatly
undercapitalized. Any undercapitalized institutieralso subject to other possible enforcement astiocluding the appointment of a rece
or conservator. The appropriate regulator is alenegally authorized to reclassify an institutionoira lower capital category and imp
restrictions applicable to such category if theiingon is engaged in unsafe or unsound practicds in an unsafe or unsound condition.
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The imposition of any of these measures on the Baak have a substantial adverse effect on it anth@Companys operations ar
profitability. Meta Financial stockholders do natve preemptive rights and, therefore, if Meta Faians directed by the OCC or the FDIC
issue additional shares of Common Stock, such imesumay result in the dilution in stockholders’gartage of ownership of Meta Financial.

Institutions in Troubled ConditionCertain events, including entering into a formaitien agreement with a barsk’regulator thi
requires action to improve the basKinancial condition, or simply being informed the regulator that the bank is in troubled conditiaill
automatically result in limitations on so-calledbtden parachuteAgreements pursuant to Section 18(K) of the FDhAaddition, organizatiol
that are in troubled condition must give 30 day&tem notice before appointing a Director or Seritaecutive Officer, pursuant to Section
of the FDIA. The Bank and the Company are subgtihése requirements.

Branching by Federal Savings AssociatianSubject to certain limitations, the HOLA and the ©@egulations permit federa
chartered savings associations to establish brariohany state of the United States. The authdoitystablish such branches is available
the law of the state in which the branch is locateds to be located, would perngistablishment of the branch if the savings asdoociatere |
state savings association chartered by such atdii¢ ibthe association qualifies as a "domedtidlding and loan association" under the Inte
Revenue Code of 1986, as amended, which imposéi§icpieon requirements similar to those for a "gfied thrift lender" under the HOL/
See "—Qualified Thrift Lender Test The branching authority under the HOLA and the@regulations preempts any state law purportii
regulate branching by federal savings associations.

Standards for Safety and Soundne§hke federal banking agencies have adoptethteeagency Guidelines Establishiggandards fc
Safety and SoundnessThe guidelines establish certain safety and soessl standards for all depository institutions. Bperational ar
managerial standards in the guidelines relategddhowing: (1) internal controls and informatisgstems; (2) internal audit systems; (3)
documentation; (4) credit underwriting; (5) intdreste exposure; (6) asset growth; (7) compensafé@s and benefits; (8) asset quality; an
earnings. Again, rather than providing specificegjlthe guidelines set forth basic compliance cemnations and guidance with respect
depository institution. Failure to meet the staddan the guidelines, however, could result in guest by the OCC to the Bank to provic
written compliance plan to demonstrate its efftotsome into compliance with such guidelines.

Limitations on Dividends and Other Capital Distriimns . Federal regulations govern the permissibility opita distributions by
federal savings association. Pursuant to the Drddk Act, savings associations that are partsdwngs and loan holding company struc
must now file a notice of a declaration of a dividewith the Federal Reserve. In the case of cagidatids, OCC regulations require 1
federal savings associations that are subsidiafiasstock savings and loan holding company miestafi informational copy of that notice w
the OCC at the same time it is filed with the Fati&eserve. OCC regulations further set forth iheumstances under which a federal sav
association is required to submit an applicationatice before it may make a capital distribution.

A federal savings association proposing to make@tal distribution is required to submit an apation to the OCC if: (1) tt
association does not qualify for expedited treatnmsuant to criteria set forth in OCC regulatio(®) the total amount of all of t
association's capital distributions (including thvposed capital distribution) for the applicabldendar year exceeds the association’
income for that year to date plus the associatietgined net income for the preceding two yea¥;tlfe association would not be at I
adequately capitalized following the distributiam;(4) the proposed capital distribution would aitel a prohibition contained in any applici
statute, regulation, or agreement between the mdgocand the OCC or the Company's and Bank's donragulator, the OTS, or violatt
condition imposed on the association in an appboadr notice approved by the OCC or the OTS.

38




Table of Content

A federal savings association proposing to makeatal distribution is required to submit a priootice to the OCC if: (1) tt
association would not be well capitalized followitige distribution; (2) the proposed capital disitibn would reduce the amount of or re
any part of the association's common or prefertedksor retire any part of debt instruments suchhates or debentures included in
association's capital (other than regular paymexgeired under a debt instrument); or (3) the &@asioa is a subsidiary of a savings and |
holding company and is not required to file a netregarding the proposed distribution with the Fadd®eserve, in which case only
informational copy of the notice filed with the Fezdl Reserve needs to be simultaneously providduet®CC.

Each of the Federal Reserve and OCC have primaigwang responsibility for the applications or re@s required to be submittec
them by savings associations relating to a propdgstdbution. The Federal Reserve may disapprdwee motice, and the OCC may disappt
of a notice or deny an application, if:

« the savings association would be undercapitalinédviing the distribution
« the proposed distribution raises safety and sowssloencerns; c

« the proposed distribution violates a prohibitiomizined in any statute, regulation, enforcemenbaabr agreement between
savings association (or its holding company, in ¢ase of the Federal Reserve) and the entity'sapyirfederal regulator, or
condition imposed on the savings association gohdalding company, in the case of the Federal Reyén an application or noti
approved by the entity's primary federal regule

Under current regulations, the Bank is not perritte pay dividends on its stock if its regulatogpital would fall below the amot
required for the liquidation account establishegrmvide a limited priority claim to the assetsttoé Bank to qualifying depositors at March
1992, who continue to maintain deposits at the Bafitde its conversion from a federal mutual saviagd loan association to a federal s
savings bank pursuant to its Plan of ConversiompttbAugust 21, 1991.

During the fiscal year ended September 30, 20¥ Bdnk paid no cash dividends to the Company, @Cthmpany utilized existit
cash holdings for payment of dividends to the Comyfsastockholders and other holding company exmgense

Qualified Thrift Lender TestAll savings associations, including the Bank, rmeguired to meet a qualified thrift lender (“QTLt8st tc
avoid certain restrictions on their operations.sTt@st requires a savings association to haveaat 5% of its portfolio assets (as define:
regulation) in qualified thrift investments (prinigresidential mortgages and related investmentdyding certain mortgagbacked securitie
on a monthly average for nine out of every 12 memth a rolling basis or meet the requirements fdomestic building and loan associa
under the Internal Revenue Code. Under either tiestrequired assets primarily consist of residitousing related to loans and investmi
At September 30, 2011, the Bank met the test amdyal has since its effectiveness.

Any savings association that fails to meet the @84t must convert to a national bank charter, gnlegualifies as a QTL within o
year and thereafter remains a QTL, or limits ite/mevestments and activities to those permissibtebbth a savings association and a nat
bank. In addition, the association is subject tiional bank limits for payment of dividends andrrhing authority. If such association has
requalified or converted to a national bank witlimee years after the failure, it must divest allestments and cease all activities
permissible for a national bank.

Community Reinvestment Adnder the Community Reinvestment Act (the "CRAMNg Bank is evaluated periodically by its prin
federal banking regulator to determine if it is ieg its continuing and affirmative obligation castent with its safe and sound operatio
help meet the credit needs of its entire commuriitgluding low and moderate income neighborhoodsthle Bank's most recent Cl
examination, notwithstanding that the Bank's recwess consistent with an overall rating of "Satifag," the Bank received a "Needs
Improve" rating due to the criticized credit praes associated with the iAdvance product, whichBhek is no longer offering. The CF
requires the OCC, our new regulator, to take satihg into account in considering an applicationdny of the following: (i) the establishm:
of a domestic branch; (ii) the relocation of itsimaffice or of a branch; (iii) the merger or cofidation with or acquisition of assets
assumption of liabilities of an insured depositorstitution; or (iv) the conversion of the Bankamational charter. If the Bank submitted an
the above-listed applications, the OCC may congtlideBank's overall "Needs to Improve" rating nagdy.
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Interstate Banking and Branchinfhe FRB may approve an application of an adequatapjtalized and adequately managed
holding company to acquire control of, or acquilleoa substantially all of the assets of, a bankaked in a state other than such hol
company's home state, without regard to whethetrétresaction is prohibited by the laws of any sthategeneral, the FRB may not approve
acquisition of a bank that has not been in exigtdocthe minimum time period (not exceeding fiveass) specified by the statutory law of
host state or if the applicant (and its depositostitution affiliates) controls or would controlare than 10% of the insured deposits in
United States or 30% or more of the deposits irtdhget banks home state or in any state in which the targek Inaaintains a branch. lowa |
adopted a five year minimum existence requirement.

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

Transactions with AffiliatesSThe Bank must comply with Sections 23A and 23Bhef Federal Reserve Act relative to transactionk
“affiliates,” generally defined to mean any company that contiois under common control with the institutios @ich, Meta Financial is
affiliate of the Bank for these purposes). Transast between an institution or its subsidiaries asdffiliates are required to be on term
favorable to the Bank as terms prevailing at thretfor transactions with nonaffiliates. In additi@ertain of these transactions, such as loz
an affiliate, are restricted to a percentage ofittstitutions’ capital (e.g.,the aggregate amount of covered transactions wiyhirdividua
affiliate is limited to 10% of the capital and slugp of the institution; the aggregate amount ofezed transactions with all affiliates is limitec
20% of the institutiors capital and surplus). In addition, a savings laad holding company may not lend to any affiliategaged in activitit
not permissible for a savings and loan holding canypor acquire the securities of most affiliateee TOCC has the discretion to ti
subsidiaries of savings institutions as affiliabesa case-by-case basis.

On April 1, 2003, the Federal Reservy®egulation W, which comprehensively amends sest23A and 23B of the Federal Resi
Act, became effective. The Federal Reserve Act Bedulation W are applicable to the Bank. The Regulaunifies and updates st
interpretations issued over the years, incorporsgesral new interpretive proposals (such as tifghahen transactions with an unrelated tl
party will be attributed to an affiliate) and adsses new issues arising as a result of the expawdge of norbanking activities engaged in
banks and bank holding companies in recent yeatsaathorized for financial holding companies untter Financial Services Modernizat
Act of 1999.

The DoddFrank Act also included specific changes to the llalated to the definition of "covered transactiém"Sections 23A ar
23B and limitations on asset purchases from insidéfith respect to the definition of "covered tractton," the Dodd-rank Act now define
that term to include the acceptance of debt olitigatissued by an affiliate as collateral for alkbatoan or extension of credit to another pe
or company. In addition, a "derivative transactionth an affiliate is now deemed to be a "coversthsaction” to the extent that suc
transaction causes a bank or its subsidiary to hamedit exposure to the affiliate. A separatevision of the Dodd-rank Act states that
insured depository institution may not "purchaseaaset from, or sell an asset to" a bank insideitieir related interests) unless (1)
transaction is conducted on market terms betweemahnties, and (2) if the proposed transactionesgrts more than 10 percent of the ce
stock and surplus of the insured institution, i baen approved in advance by a majority of thiituti®n's non-interested directors.

Certain transactions with directors, officers ontrolling persons are also subject to conflictmrest 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 dsdps to unaffiliated individuals and must notateean abnormal risk of repayment or o
unfavorable features for the Bank.
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Federal Home Loan Bank Systefhe Bank is a member of the FHLB, one of 12 regid-HLBs that administers the home finan:
credit function of savings associations that igjetttto supervision and regulation by the Fedemliding Finance Agency. All advances fi
the FHLB are required to be fully secured by sidfit collateral as determined by the FHLB. In addit all longterm advances must be u
for residential home financing.

As members of the FHLB System, the Bank is requtegurchase and maintain activitgsed capital stock in the FHLB in
amount of 4.45% to support outstanding advancesnaortigage loans. At September 30, 2011, the Badkimahe aggregate $4.7 million
FHLB stock, which was in compliance with this regumient. For the fiscal year ended September 3Q,2fitidends paid by the FHLB to 1
Bank totaled $179,000.

Under federal law, the FHLBs are required to prewviands for the resolution of troubled savings asgimwns and to contribute to low-
and moderately priced housing programs througlctioans or interest subsidies on advances tardetembmmunity investment and lowanc
moderatencome housing projects. These contributions héfexted adversely the level of FHLB dividends pafd could continue to do sc
the future. These contributions could also havedwrerse effect on the value of FHLB stock in theufe. A reduction in value of the Bask’
FHLB stock may result in a corresponding reductiothe Banks capital. In addition, the federal agency thautegs the FHLBs has requil
each FHLB to register its stock with the SEC, whigh increase the costs of each FHLB and may hather effects that are not possibli
predict at this time.

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

Meta Financiak stock held by persons who are affiliates (geheddficers, directors and principal stockholdes$the Company mz
not be resold without registration unless sold égacadance with certain resale restrictions. If MEtaancial meets specified current pu
information requirements, each affiliate of the Quamy, subject to certain requirements, will be ablesell, in the public market, withc
registration, a limited number of shares in angéamonth period.

Holding Company Supervision & Regulation

We are a unitary savings and loan holding compaitlyimthe meaning of the HOLA. As such, we are iggito register with and
subject to Federal Reserve examination and supemvigs well as certain reporting requirements. ditgon, the Federal Reserve
enforcement authority over us and any of our savings institution subsidiaries. Among other tkinfpis authority permits the Federal Res
to restrict or prohibit activities that are detemeid to be a serious risk to the financial safetyynsiness or stability of a subsidiary sav
association.

As noted above, pursuant to the Ddeldnk Act, the Federal Reserve assumed respomgitoitithe primary supervision and regula
of all savings and loan holding companies, inclgdine Company, on July 21, 2011. Given the extens@ansfer of former OTS authority
multiple agencies, the Dodd-Frank Act requires Fleeleral Reserve to identify and publish in Bexleral Registeseparate lists of the O
regulations that the Federal Reserve will contittuenforce for savings and loan holding companfesy ¢he transfer date. In carrying out"
mandate, and in connection with its assumptionesponsibility for the ongoing examination, supdprs and regulation of savings and |
holding companies, the Federal Reserve has pulligheinterim final rule that provides for the ca@pending transfer from the OTS to
Federal Reserve of the regulations necessary éoF¢luleral Reserve to administer the statutes gogesavings and loan holding companies.
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Restrictions Applicable to All Savings and Loandilo Companies
Federal law prohibits a savings and loan holdinggany, including us, directly or indirectly, froroquiring:

« control (as defined under the HOLA) of another Bgsi institution (or a holding company parent) with@rior Federal Reser
approval;

« through merger, consolidation, or purchase of assatother savings institution or a holding comp#rgreof, or acquiring all
substantially all of the assets of such institujona holding company) without prior Federal Reseaapproval; or

« control of any depository institution not insuregl the FDIC (except through a merger with and itite holding company's savir
institution subsidiary that is approved by the FatiReserve).

A savings and loan holding company may not acqasre separate subsidiary an FDiGured institution that has a principal off
outside of the state where the principal officéé®subsidiary institution is located, except:

« in the case of certain emergency acquisitionsama by the FDIC;

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

« if the laws of the state in which the savings tusitbn to be acquired is located specifically auith® a savings institution chartered
that state to be acquired by a savings institutibartered by the state where the acquiring savimgfifution or savings and lo
holding company is located, or by a holding comptnat controls such a state chartered association.

The HOLA also prohibits a savings and loan holdamgnpany (directly or indirectly, or through one miore subsidiaries) fro
acquiring or retaining, with certain exceptions,renthan 5% of a non-subsidiary savings associaiamynsubsidiary holding company, o
non-subsidiary company engaged in activities other ttimse permitted by the HOLA. In evaluating apgimas by holding companies
acquire savings associations, the Federal Reseuge ¢onsider the financial and managerial resouanésfuture prospects of the company
institution involved, the effect of the acquisition the risk to the DIF, the convenience and neédse community and competitive factors.

Failure to Meet QTL Tes

If a banking subsidiary of a savings and loan mgdiompany fails to meet the QTL test, the holdingipany must register with 1
FRB as a bank holding company within one year efdfivings institution’s failure to comply.

Activities Restriction:

Prior to the Dodd~rank Act, savings and loan holding companies wereerally permitted to engage in a wider arrayabivéiies that
those permissible for their bank holding companyrterparts and may have concentrations in reateelading that are not typical for be
holding companies. Section 606 of the Dodd-Frank @unended the HOLA by inserting a new requirembat tonditions the ability of non-
grandfathered savings and loan holding companggsatte not exempt from the HOLA's restrictions otivities to engage in certain activiti
Pursuant to this new requirement, a covered saxdngdoan holding company may engage in activities are permissible only for a finan:
holding company under section 4(k) of the BHCAh ttovered company meets all of the criteria tdifyuas a financial holding company, &
complies with all of the requirements applicablatfinancial holding company as if the covered sgsiand loan holdingompany was a ba
holding company. Moreover, going forward, savingsl doan holding companies engaging in new actwippermissible for bank holdi
companies will need to comply with notice and fijlirequirements of the Federal Reserve.
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If the Federal Reserve believes that an activity ehvings and loan holding company or a nonbabgidiary constitutes a serious |
to the financial safety, soundness or stabilityaagubsidiary savings association and is incongistith the principles of sound banking,
purposes of the HOLA or other applicable statuties, Federal Reserve may require the savings amdHolling company to terminate
activity or divest control of the nonbanking suliaigl. This obligation is established in section d)(§) of the HOLA and bank holdii
companies are subject to equivalent obligationsuttte BHCA and the Federal Reserve’s Regulation Y.

Source of Strength and Capital Requirements

The DoddFrank Act requires all companies, including savirmgsl loan holding companies, that directly or iadity control a
insured depository institution to serve as a soofdinancial and managerial strength to its suilasidsavings associations. Moreover, purs
to the DoddFrank Act, savings and loan holding companies ake subject to the same capital and activity requésts as those applicable
bank holding companies although there is a five-péase-in period from the date of enactment ofdhdd+rank Act to comply with the ne
capital requirements.

In addition, as discussed in the Federal ReseNaise of Intent issued on April 15, 2011, the Fadi®eserve, together with the ot
federal banking agencies, is reviewing consolidatgpital requirements for all depository institusoand their holding companies pursual
section 171 of the DodBrank Act and the Basel Committee on Banking Supem's "Basel Ill: A global regulatory frameworkrf more
resilient banks and banking systems" report ("Bi$#l It is expected that the Basel Il notice pfoposed rulemaking also would address
proposed application of Basel lll-based requiremeatsavings and loan holding companies. When ulemnaking process is complete, i
anticipated that this definition will be changed®more closely aligned to the definition of wedlpitalized for bank holding companies.

Examination

In connection with its assumption of responsibifily the ongoing supervision and examination ofrsgsyand loan holding compani
the Federal Reserve issued a supervisory lettdulyn21, 2011 that described the supervisory amprolae Federal Reserve will use during
first supervisory cycle and going forward generdfly savings and loan holding companies. For pupag the guidance, the first supervis
cycle is the period of time between July 21, 2(drid the close of the first required inspection.hktp facilitate the transition of savings .
loan holding companies to the supervisory jurisdictof the Federal Reserve, the Federal Reservednatits letter that the first cycle
savings and loan holding company inspections wdl ibstructive to both the Federal Reserve and gavand loan holding compe
management in terms of practical issues that @migke supervision of a savings and loan holdingpgany. In particular, examiners will
using the first supervisory cycle to inform savingsd loan holding companies how their operationsigare to the Federal Reser
supervisory expectations, which is expected towalfor savings and loan holding company managemennake operational changes
response to the Federal Reserve's supervisory etipss, if necessary. Also, the Federal Reseraasgto use the first inspections for
Federal Reserve supervisory staff to better undedsa savings and loan holding company's operatindusiness model and how the Fe:
Reserve's holding company supervision frameworkmast effectively be implemented at these compariesordingly, the Federal Resen
focus for inspection activities during the firstpguvisory cycle will be on gaining an understandafgthe structure and operations of €
savings and loan holding company.

After the first supervisory cycle and going forwatlde Federal Reserve intends, to the greateshteptssible taking into account ¢
unique characteristics of savings and loan holdiognpanies and the requirements of the HOLA, tossssige condition, performance, i
activities of savings and loan holding companiesaaronsolidated basis in a manner that is consistgh the Federal Reserve's establis
risk-based approach regarding bank holding company gisfmer. As with bank holding companies, the Fed&aserve's objective will be
ensure that a savings and loan holding companyitandondepository subsidiaries are effectively suiged and can serve as a sourc
strength for, and do not threaten the soundnessdibsidiary depository institution(s).
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In accordance with its goal to assess the condifierformance, and activities of savings and loaldihg companies on a consolide
basis in a manner that is consistent with the FddReserve's established risased approach regarding bank holding company gigper, the
Federal Reserve anticipates transitioning savimgslaan holding companies to the Federal ReseMRFH/C(D)" rating system (commor
referred to as "RFI"). The Federal Reserve expiecissue a notice shortly outlining applicationtbé RFI rating system to savings and
holding companies and any modifications that theéeffa Reserve believes are necessary to accommealateys and loan holding compan
That notice will provide the public with an addita opportunity to comment and will provide forrartsition period before Federal Rest
examiners will assign final RFI ratings.

Change of Control

The federal banking laws require that appropriatgulatory approvals must be obtained before arvighaal or company may ta
actions to "control" a bank or savings associatidme definition of control found in the HOLA is silar to that found in the BHCA for ba
holding companies. Both statutes apply a similaediprong test for determining when a company conteolsank or savings associati
Specifically, a company has control over eitheaakbor savings association 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 t
voting securities of a compan

(2) controls in any manner the election of a majorityhe directors (or any individual who performs 8anfunctions in respect
any company, including a trustee under a trusthefoard; o

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

The Federal Reserve recently adopted an interiad fide that, among other things, implements theL @ govern the operations
savings and loan holding companies. The new rulewk as Regulation LL, includes a specific defonitiof "control” similar to the statutc
definition, with certain additional provisions. Aitidnally, Regulation LL modifies the regulationsepiously used by the OTS for purpose
determining when a company or natural person aeguontrol of a savings association or savingsl@aa holding company under the HO
or the Change in Bank Control Act ("CBCA"). In ligbf the similarity between the statutes goverragk holding companies and savings
loan holding companies, the Federal Reserve preposese its established rules and processes @gffect to control determinations undel
HOLA and the CBCA to ensure consistency betweelivatgnt statutes administered by the same agency.

The Federal Reserve stated in the interim finat thit it will review investments and relationshipgh savings and loan holdi
companies by companies using the current practogspolicies applicable to bank holding compan@she extent possible. Overall,
indicia of control used by the Federal Reserve uritte BHCA to determine whether a company has aralting influence over th
management or policies of a banking organizatiohi¢lv for Federal Reseryaurposes, will now include savings associations samdngs an
loan holding companies) are similar to the confaators found in OTS regulations. However, the QUgs weigh these factosomewhe
differently and use a different review process giesd to be more mechanical.

Among the differences highlighted by the Federaéd®ee with respect to OTS procedures on determimaitof control, the Fede
Reserve noted that it does not limit its reviewcofmpanies with the potential to have a controliimifuence to the two largest stockhold
Specifically, the Federal Reserve reviews all ibmessbased on all of the facts and circumstancedetermine if a controlling influence
present.

Moreover, unlike the OTS control rules, the Fed®aserve does not have a separate applicationgzéaerebutting control under
BHCA and Regulation LL does not include such a pssc Under the former OTS rules, investors thgg¢tied a control factor under the n
could submit an application to the OTS requestimgrmination that they have successfully rebuttatrol under the HOLA. This separ
application process is not available under RegutaltiL. Given that Federal Reserve practice is tos@er potential control relationships for
investors in connection with applications submittedier the BHCA, the Federal Reserve will revieweptial control relationships for
investors in connection with applications submittedhe Federal Reserve under Section 10(e) or) W(@he HOLA. As with OTS practice, t
Federal Reserve often obtains a series of commtsriesm investors seeking non-control determination
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Federal and State Taxation

Federal TaxationMeta Financial and its subsidiaries file consokdifederal income tax returns on a fiscal yearshasing the accru
method of accounting. In addition to the regularoime tax, corporations, including savings bank$sasthe Bank, generally are subject
minimum tax. An alternative minimum tax is impossgda minimum tax rate of 20% on alternative minimtaxable income, which is the s
of a corporatiors regular taxable income (with certain adjustments] tax preference items, less any available elemprhe alternativ
minimum tax is imposed to the extent it exceedsctivporations regular income tax and net operating losses ffaatao more than 90%
alternative minimum taxable income.

To the extent earnings appropriated to a saving&’'babad debt reserves and deducted for federal indarmeurposes exceed
allowable amount of such reserves computed undeexiperience method and to the extent of the Basikpplemental reserves for losse
loans (“Excess”)such Excess may not, without adverse tax consegsaehe utilized for the payment of cash dividendstber distributions 1
a stockholder (including distributions on redemptidissolution or liquidation) or for any other pose (except to absorb bad debt losses
of September 30, 2011, the Bank’s Excess for tapques totaled approximately $6.7 million.

lowa Taxation.The Bank files lowa franchise tax returns. Metaalicial and First Services Financial, a subsididrthe Bank, file .
consolidated lowa corporation tax return on a figear-end basis.

lowa imposes a franchise tax on the taxable incofmmutual and stock savings banks and commerciak$aThe tax rate is 5
which may effectively be increased, in individuakes, by application of a minimum tax provisionxdtale income under the franchise ta
generally similar to taxable income under the fatleorporate income tax, except that, under thealtranchise tax, no deduction is allowec
lowa franchise tax payments and taxable incomeudes interest on state and municipal obligationterést on U.S. obligations is taxe
under the lowa franchise tax and under the fedsrglorate income tax. The taxable income for loreadhise tax purposes is apportione
lowa through the use of a one-factor formula cdimgjsof gross receipts only.

Taxable income under the lowa corporate incomeigagenerally similar to taxable income under theefal corporate income t:
except that, under the lowa tax, no deductionl@aedd for lowa income tax payments; interest fraatesand municipal obligations is inclut
in income; interest from U.S. obligations is exdddfrom income; and 50% of federal corporate incdeaepayments are deductible fr
income. The lowa corporate income tax rates rangm 6% to 12% and may be effectively increasedndividual cases, by application
minimum tax provision.

South Dakota TaxatiorThe Bank files a South Dakota franchise tax retiue to its operations in Sioux Falls and Brookinbise
South Dakota franchise tax is imposed on depositmstitutions and trust companies. The CompanytaedBanks subsidiaries are theref
not subject to the South Dakota franchise tax.

South Dakota imposes a franchise tax on the taxabtame of depository institutions and trust coniparat the rate of 6%. Taxa
income under the franchise tax is generally simoaiaxable income under the federal corporaternrectax, except that, under the South Da
franchise tax, no deduction is allowed for statmime and franchise taxes, income from municipailgaibns exempt from federal taxes
included in the franchise taxable income, and there deduction allowed for federal income taxesraed for the fiscal year. The taxs
income for South Dakota franchise tax purposepmseioned to South Dakota through the use of eefactor formula consisting of tangit
real and personal property, payroll and gross ptsei

Delaware TaxationAs a Delaware holding company, Meta Financial isnegted from Delaware corporate income tax butdsiirec

to file an annual report with and pay an annualtfethe State of Delaware. Meta Financial is alggexct to an annual franchise tax impose
the State of Delaware.
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Competition

The Companys Retail Banking operation faces strong competitimoth in originating real estate and other loand e attractin
deposits. Competition in originating real estatenk comes primarily from commercial banks, savibgsks, credit unions, captive finai
companies, insurance companies, and mortgage lsamaking loans secured by real estate locatecei€tmpanys market area. Commerc
banks and credit unions provide vigorous competitioconsumer lending. The Company competes fdrestate and other loans principally
the basis of the quality of services it providebdorowers, interest rates and loan fees it chaayebthe types of loans it originates.

The Companys Retail Banking operation attracts deposits thinoitgyRetail Banking offices, primarily from theromunities in whic
those Retail Banking offices are located; therefommpetition for those deposits is principallyrfrather commercial banks, savings ba
credit unions and brokerage offices located insdu@me communities. The Company competes for thgsaeside by offering a variety of depc
accounts at competitive rates, convenient busiheass, and convenient branch locations with intambh deposit and withdrawal privilege
each.

The Companys payment systems division serves customers ndtioaad faces competition from large commercial Kmran
specialty providers of electronic payments progessaind servicing, including prepaid, debit, andlitreard issuers, ACH processors, and A
network sponsors. Many of these national playezsaggressive competitors, leveraging relationsaiqgseconomies of scale.

Employees

At September 30, 2011, the Company and its subssdihad a total of 389 full-time equivalent emmeg. The Company’employee
are not represented by any collective bargainiogigrManagement considers its employee relatiobg tgood.

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 wilpeet to an executive officer of
Company who is not serving on the CompanBoard of Directors. There are no arrangementsmderstandings between such person n
and any persons pursuant to which such officersesected.

Mr. David W. Leedom, age 57, is Executive Vice Rfest, Secretary, Treasurer, and Chief Financidic&f of the Company aft
being appointed to the position on January 28, 28@8itionally, Mr. Leedom is a member of the Exteet Committees for both the Comp:
and the Bank. Mr. Leedom has over 25 years of éxpee in the banking and financial services industr the company. Mr. Leedc
previously served as Senior Vice President of BliotiCredit and Business Analytics at the Bank frdamuary 2007 to October 2007 whel
was appointed Acting Chief Financial Officer. Heyiously served as a Senior and as an Executive Riesident for BankFirst for 11 ye
prior to joining Meta in January 2007; his expecemt BankFirst included his positions as EVP ofdunting and Finance and Credit Portf
Management. Mr. Leedomm’experience also includes 11 years at Citibank. IMedom received a Bachelor of Business Admirtisinain
Accounting degree from the University of lowa.

Iltem 1A. Risk Factors

Factors that, individually or in the aggregate, thimk could cause our actual results to differ miatly from expected and historic
results include those described below as well hsraisks and factors identified from time to timeour SEC filings. The Comparg/busines
could be harmed by any of the risks noted belove ffading price of the Comparsycommon stock could decline due to any of thedes rian
you may lose all or part of your investment. Iness$ng these risks, you should also refer to therahformation contained in this annual re
on Form 10-K, including the Company'’s financialtstaents and related notes.
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Risks Related to Our Industry and Business
Difficult economic and market conditions have adwsely affected our industry

Dramatic declines in the housing market, with dasieg home prices and increasing delinquencies@edlosures, have negativ
impacted the credit performance of mortgage andstcoction loans and resulted in significant widi@vns of assets by many finan
institutions across the United States. General adwawvd economic trends, low growth, reduced availghidf commercial credit and continu
levels of high unemployment have negatively impddtes credit performance of commercial and conswretit, resulting in additional write-
downs. Concerns over the stability of the finanaiarkets and the economy have resulted in decrdesduhg by financial institutions to th
customers and to each other. This market turmall taghtening of credit has led to increased comiméand consumer deficiencies, lacl
customer confidence, increased market volatilitgt andespread reduction in general business actifityancial institutions have experien
decreased access to deposits and borrowings. Shkimg economic pressure on consumers and busimessl the lack of confidence in
financial markets may adversely affect our busineancial condition, results of operations anoc&tprice. A worsening of these conditi
would likely exacerbate the adverse effects of aéhdsficult market conditions on us and others fire ffinancial institutions industry.
particular, we may face the following risks in cection with these events:

» Separate and apart from recent enforcement ordsued against the Bank and the Company, we faceased regulation of c
industry. Compliance with such regulation may imse our costs and limit our ability to pursue besgopportunities;

» Customer demand for loans secured by real estatd be reduced due to weaker economic conditiamin@ease in unemployme
a decrease in real estate values or an increasteiest rates;

» The process we use to estimate losses inherenfrioredit exposure requires difficult, subjectivelacomplex judgments, includi
forecasts of economic conditions and how these@oanconditions might impair the ability of our bowers to repay their loans. 1
level of uncertainty concerning economic conditiomsy adversely affect the accuracy of our estimatésh may, in turn, impact t|
reliability of the process;

« The value of the portfolio of investment securitileat we hold, including our trust preferred setiesi may be adversely affected;

« If, due to financial setbacks or other regulatoctian, we may be required to pay significantly legliDIC insurance premiums
the future. See “— Regulation.”

The full impact of the recently enacted Dodetank Act is currently unknown given that many ohe details and substance of the new I
will be determined through agency rulemaking.

The full compliance burden and impact on our openatand profitability with respect to the Doéidank Act are currently unknow
as the Dodd-rank Act delegates to various federal agenciesas$ie of implementing its many provisions throughgulation. Hundreds of ne
federal regulations, studies and reports are requimder the Dod&rank Act and not all of them have been finaliz&#though certai
provisions of the Doddrrank Act have been implemented (such as the oreafi the CFPB and the transfer of regulation afefal saving
banks like the Bank to the OCC), federal rules paolicies in this area will be further developing foonths and years to come. Based ol
provisions of the Dodd-Frank Act and anticipategliementing regulations, it is highly likely thatrids andthrifts as well as their holdii
companies will be subject to significantly incredseegulation and compliance obligations that expaseto noncompliance risk &
consequences.
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OTS and transfer of the OTS' supervisory and rulekiag functions to various federal banking agenciéss changed the way that we
regulated.

Both the Bank and Company have transitioned tgutisdiction of new primary federal regulators, wiichanges the way both
regulated. Specifically, the OTS' supervisory amtemaking functions (except for consumer proteqtioglating to all federal savin
associations were transferred to the OCC on July2@11, while the OTS' supervisory and rulemakiagctions relating to savings and I
holding companies and their nalepository institution subsidiaries were transféne the FRB on the same date. While the OCC arl &k
directed to implement existing OTS regulations eosdresolutions, determinations and agreement$ififts and their holding companies un
the HOLA, the transition of supervisory functiomerh the OTS to these agencies could alter the tipesaof the Bank and Company so a
be more closely aligned with the OCC's and FRBspeetive supervision of national banks and theirkbaolding companies. As a resull
these transitions, we may see changes in the waaravsupervised, and may experience operation#enlyas with respect to this transitior
our new regulators. The Bank is currently beingneixed by the OCC.

The CFPB may reshape the consumer financial lawsdbgh rulemaking and enforcement of unfair, decepé or abusive practices, whi
may directly impact the business operations of dapary institutions offering consumer financial prducts or services including the Bank.

The CFPB has broad rulemaking authority to adméniahd carry out the purposes and objectives ofRkderal consumer financ
laws, and to prevent evasions thereof," with resfmeall financial institutions that offer finan¢iproducts and services to consumers. The C
is also authorized to prescribe rules, applicablarty covered person or service provider, idemtgyénd prohibiting acts or practices that
"unfair, deceptive, or abusive" in connection wathy transaction with a consumer for a consumentizd product or service, or the offerinc
a consumer financial product or service ("UDAAPHauity"). The term “abusivefs new and untested, and we cannot predict howllitoe
enforced. The full reach and impact of the CFPB®abt new rulemaking powers and UDAAP authority be pperations of financ
institutions offering consumer financial productsservices is currently unknown. Notwithstandingsured depository institutions with as:
of $10 billion or less (such as the Bank) will dook to be supervised and examined by their prinfiedigral regulators, rather than the CF
with respect to compliance with federal consumetegution laws.

Our most recent Community Reinvestment Act (“CRAFating could have a negative effect on the OCC'svimv of certain bankin
applications.

Under the CRA, the Bank is evaluated periodicalhyite primary federal banking regulator to deterenifiit is meeting its continuir
and affirmative obligation consistent with its safed sound operation to help meet the credit needs entire community, including low a
moderate income neighborhoods. In the Bank's mastnt CRA examination, notwithstanding that the lBamecord was consistent with
overall rating of “Satisfactory,” the Bank receivedNeeds to Improvefating due to the criticized credit practices agsted with the iAdvanc
product, which the Bank is no longer offering. T®RA requires the OCC, our new regulator, to takehgating into account in considering
application for any of the following: (i) the estsbment of a domestic branch; (ii) the relocatmfnits main office or of a branch; (iii) t
merger or consolidation with or acquisition of ass@ assumption of liabilities of an insured defury institution; or (iv) the conversion of t
Bank to a national charter. If the Bank submitteg af the above-listed applications, the OCC magsater the Bank's overalNeeds t
Improve” rating negatively.

Legislative and regulatory initiatives taken to d@atmay not achieve their intended objectives; progabsand future initiatives me
substantially increase compliance burdens and fugtimpact our financial condition or results of opations.

Legislative and regulatory initiatives taken toedhy Congress and the federal banking regulatoasidoess financial regulatory refc
may not achieve their intended objectives, thenaoyiring additional legislation or regulation dktfinancial services industry. Furtherm
the Basel Committee on Banking Supervision andraititernational bodies comprised of banking reguatave committed to raise cay
standards and liquidity buffers within the banksygtem by imposing new requirements. Such propasaisimpose more stringent standi
than currently applicable or anticipated with regge capital and liquidity requirements for deposi institutions. As of the date of this filir
none of the federal banking agencies has releasgubged rules related to the current Basel Comenppteposal (Basel Ill); however, it
generally anticipated within the industry that fhederal Reserve will place the burden of proof mifiviidual institutions to demonstrate t
they are on a trajectory to comply with higher talpiequirements under Basel Ill, prior to its immplentation, and institutions that fail to v
that burden may be subject to regulatory restmatithat curtail dividends, limit growth or similactions. We cannot predict whether ¢
proposals will ultimately be adopted, or tmepact that such proposals, if adopted, would hapen our financial condition or results
operations.
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We have a concentration of our assets in mortgageked securities.
As of September 30, 2011 approximately 46.3% ofBhek’s assets were invested in mortgage-backeadities.

The Company’s mortgage-backed and related seauptietfolio consists primarily of securities issugader governmergponsore
agency programs, including those of Ginnie Mae ni&iMae and Freddie Mac, the latter two of which iarconservatorship. The Ginnie M
Fannie Mae and Freddie Mac certificates are matlifi@ss-through mortgadexcked securities that represent undivided interiestinderlyin
pools of fixed-rate, or certain types of adjustafaiee, predominantly single-family and, to a lessetent, multifamily residential mortgag
issued by these governmesgensored entities. Fannie Mae and Freddie Macrginerovide the certificate holder a guaranteetiofely
payments of interest, whether or not collected.ni@maes guarantee to the holder is timely payments ofgijpal and interest, backed by
full faith and credit of the U.S. Government. Ptalg issued mortgage pasgough certificates generally provide no guarargsdo timel
payment of interest or principal, and reliancel&ed on the creditworthiness of the issuer.

Mortgage-backed securities generally increase tladity of the Company assets by virtue of the insurance or guarantedsbac
them, are more liquid than individual mortgage and may be used to collateralize borrowings loerobbligations of the Company.

While mortgagebacked securities carry a reduced credit risk agpemed to whole loans, such securities remain stuljethe risk ths
a fluctuating interest rate environment, along wvather factors such as the geographic distribudiothe underlying mortgage loans, may ¢
the prepayment rate of such mortgage loans andfeot doth the prepayment speed, and value, of ssdurities. The prepayment 1
associated with mortgadeacked securities is monitored periodically, andppyment rate assumptions adjusted as appropoiaipdate th
Company’s mortgage-backed securities accountingaaset/liability reports.

We recorded other-thatemporary impairment ("OTTI") charges in our truspreferred securities ("TRUPS") portfolio in the forth quarter
of fiscal 2010, and we could record additional lessin the future.

We determine the fair value of our investment siéiesrbased on GAAP and three levels of informaildnputs that may be usec
measure fair value. The price at which a securityy ftbe sold in a market transaction could be sigaifily lower than the quoted market p
for the security, particularly if the quoted markeice is based on infrequent trading history, tharket for the security is illiquid, or
significant amount of securities are being sold.

In fiscal 2011, there were no other-than-tempornanpairments recorded. In fiscal 2010, the othen#eamporary impairmen
recorded against the trust preferred securitieg 8860,000. No other-thaamporary impairments were recorded against easrdoging fisce
2009.

The valuation of our TRUPS will continue to be irdhced by external market and other factors, inetugnplementation of Securiti
and Exchange Commission and Financial Accountirmind&irds Board guidance on fair value accounting fittencial condition of specil
issuers deferral and default rates of specificasdinancial institutions, rating agency actionadahe prices at which observable ma
transactions occur. If we are required to recorditazhal OTTI charges on our TRUPS portfolio, weultbexperience potentially significe
earnings losses as well as an adverse impact toagital position.
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Under the recently enacted DoBdank Act, TRUPS issued on or after May 19, 201® raw longer eligible for inclusion in Tiel
capital. For trust preferred securities issued teefday 19, 2010, regulatory capital deductions g#éherally be required during a phas
period from January 1, 2013 to January 1, 2016;dvewy depository institution holding companies wassets of less than $15 billion a:
yea-end 2009 enjoy a permanent grandfather right veiipect to such securities for purposes of caiogaegulatory capital.

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

Reputational risk, or the risk to our businesshieeys and capital from negative publicity, is indwrin our business. Negat
publicity can result from actual or alleged condinca number of areas, including legal and regwatompliance, lending practices, corpo
governance, litigation, inadequate protection adtomer data, ethical behavior of our employees, famth actions taken by regulators
others as a result of that conduct. Damage toepurtation, including as a result of negative putyliassociated with the Consent Orders as
as any future supervisory action, could impact albitity to attract new and maintain existing loamdadeposit customers, employees
business relationships, particularly with respeatur MPS division.

We are subject to certain operational risks, inciad, but not limited to, data processing systemldagés and errors and customer
employee fraud.

There have been a number of publicized cases imglvaud or other misconduct by employees of feiahservices firms in rece
years. Misconduct by our employees could includhnigi unauthorized activities from us, improper aauthorized activities on behalf of «
customers or improper use of confidential informatiEmployee fraud, errors and employee and custonisconduct could subject us
financial losses or regulatory sanctions and selyobiarm our reputation. It is not always possiolg@revent employee errors and miscont
and the precautions we take to prevent and ddtectttivity may not be effective in all cases. Hoype errors could also subject us to
claims for negligence. See Item 3. “Legal Procegslih

Although we maintain a system of internal contiemsl procedures designed to reduce the risk offtossemployee or customer fre
or misconduct and employee errors as well as imsgraoverage to mitigate against operational risicduding data processing system faili
and errors and customer or employee fraud, thesenad controls may fail to prevent or detect saohoccurrence, or such an occurrence
not be insured or exceeds applicable insuranceslimi

In addition, there have also been a number of cakese financial institutions have been the victifrfraud related to unauthoriz
wire and Automated Clearinghouse transactions. felees and circumstances of each case vary but a@nénvolve criminals posing i
customers (i.e., stealing bank customers' idesjitie transfer funds out of the institution quicktyan effort to place the funds beyond reco
prior to detection. Although we have policies amdgedures in place to verify the authenticity of customers and prevent identity theft,
can provide no assurances that these policies mwqures will prevent all fraudulent transfersabfdition, although we have safeguarc
place, it is possible that our computer systemddcbe infiltrated by hackers or other intruders. \6&n provide no assurances that t
safeguards will prevent all unauthorized infiltoas. Identity theft and successful unauthorizedusibns could result in reputational dam
and financial losses to the Company. See "ltemahagement's Discussion and Analysis of Financiald@imn and Results of Operations."

Certain provisions of the Volcker Rule (as set foiin the Dodd-Frank Act) may affect our operations

The Federal Reserve, along with the FDIC, the OB€,SEC and the Commodity Futures Trading Commmssileased in Octok
2011 a proposed rule implementing the Volcker Rudeset forth in Section 619 of the DoBdank Act. Section 619 generally prohibits inst
depository institutions, bank holding companies ameir subsidiaries or affiliates from engagingshortterm proprietary trading of a
security, derivative and certain other financiatinments for a banking entiyown account, subject to certain exemptions. 8edil9 als
prohibits owning, sponsoring or having certain tielasships with a hedge fund or private equity fusabject to certain exemptions. In addit
the DoddFrank Act prohibits banking entities from engagingan exempted transaction or activity if it woultvolve or result in a mater|
conflict of interest between the banking entity @sctlients, customers or counterparties, or #auld result in a material exposure to higsk
assets or trading strategies, as defined themeiaddition, banking entities are prohibited frongaging in an exempted transaction or activi
it would pose a threat to the safety and soundokfse banking entity or to the financial stabilidf the United States. Transactions in ce
instruments (such as obligations of the U.S. gawemt or a U.S. government agency) are exempt flaset prohibitions. Although a final n
implementing Section 619 has not yet been adopyetederal regulators, if adopted as drafted, tHecéfon the Company and the Ban
undetermined.
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Changes in economic and political conditions couddversely affect the Company’s earnings, as the @amy’s borrowers’ability to repa
loans and the value of the collateral securing tk®mpany’s loans decline.

The Companys success depends, to a certain extent, upon edoremmd political conditions, local and national, aell as
governmental monetary policies. Conditions suchnélation, recession, unemployment, changes inrgserates, money supply and o
factors beyond the Company’s control may adveraéfigct the Companyg’ asset quality, deposit levels and loan demand thedefore, th
Companys earnings. Because the Company has a significaotiat of real estate loans, decreases in realkegddies could adversely aff
the value of property used as collateral. Amongothings, adverse changes in the economy, induidirt not limited to the current econol
downturn, may also have a negative effect on tliiyabf the Companys borrowers to make timely repayments of their $pamhich wouli
have an adverse impact on the Company’s earningaddition, the vast majority of the Compasydvans are to individuals and business
the Company’s market area. Consequently, any ecindecline in the Compang’ market area could have an adverse impact ¢
Company’s earnings.

Recessionary environment may adversely impact tlen@any' s earnings and continuing and new governmental iatives may not prov
effective.

The national and global economic downturn has ricersulted in heightened levels of market voigtilocally, nationally an
internationally. This downturn has depressed theral market value of financial institutions, andaynlimit or impede industry access
capital, or have a material adverse effect on thantial condition or results of operations of biagkcompanies in general, including
Company, with respect to, for example, the esthbiient of reserves should conditions deterioratdéur Although the U.S. Department of
Treasury and the FDIC, among others, implementedrams in an effort to stabilize the national ecoppthe ultimate effectiveness of th
programs remains uncertain at this time. Furthaturfe of the U.S. Congress to address the expgnattional deficit, as well as proble
associated with sovereign debt in Europe, may wotise U.S. economy, both nationally and locallyysiag an adverse effect on our finan
condition and results of operations.

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

The Company’s earnings depend substantially orCiirapanys interest rate spread, which is the differenceveen (i) the rates v
earn on loans, securities and other earning asmeds(ii) the interest rates we pay on deposits @her borrowings. These rates are hi
sensitive to many factors beyond the Compsargntrol, including general economic conditiond #ime policies of various governmental
regulatory authorities. As market interest rateg,riwe will have competitive pressures to increhserates we pay on deposits, which
result in a decrease of the Compangeét interest income. Conversely, if interestgd#dl, yields on loans and investments may fadic&ise
significant portion of the Company’s deposit padlitids in noninterest bearing accounts, such a change in radafiikely result in a decres
in the Company’s net interest income. For additigmi@rmation, see Part Il, Item 7AQuantitative and Qualitative Disclosures About Md
Risk.”
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The Company operates in a highly regulated enviroemt, and changes in laws and regulations to whiclke are subject may adversely aff
the Company’s results of operations.

The Company and the Bank operate in a highly régdlznvironment and are subject to extensive réguolasupervision ar
examination by the OCC, the FDIC and the FederaeRe. As of July 21, 2011, the Company has bepersised by the Federal Reserve,
the Bank has been supervised by the OCC and th€.Fede Item 1 “Business — Regulatidmérein. Applicable laws and regulations t
change and the enforcement of existing laws andlaggns may vary when actions are evaluated bgetheew regulators, and there is
assurance that such changes will not adverselgtatfie Company business. Regulatory authorities have extenda@eation in connectic
with their supervisory and enforcement activities]uding but not limited to the imposition of rastions on the operation of an institution,
classification of assets by the institution and #ldequacy of an institutios’allowance for loan losses. Any change in sucliulagign an
oversight, whether in the form of restrictions atiaties, regulatory policy, regulations, or lelgison, including but not limited to change:
the regulations governing savings banks, could lzaweaterial impact on the Compagyiperations. It is unknown at this time to whatea!
legislation will be passed into law or regulatorpmosals will be adopted, or the effect that suasspge or adoption will have on the ban
industry or the Company.

Changes in technology could be costly.

The banking industry is undergoing technologicabivation at a fast pace. To keep up with its coitipet the Company needs to s
abreast of innovations and evaluate those techiesldigat will enable it to compete on a ceffective basis. This is especially true with red
to MPS. The cost of such technology, including perel, can be high in both absolute and relatimase There can be no assurance, give
fast pace of change and innovation, that the Cogigaechnology, either purchased or developed inigrnaill meet or continue to meet t
needs of the Company.

Risks Related to the Company’s Business

The entry into the Consent Orders has imposed dertastrictions and requirements upon the Companydithe Bank and we cannot pred
the possibility of future regulatory action.

As has been described in this Annual Report on Fdr{, the Company and the Bank entered into Consedée®rwith the OTS
July 2011. Pursuant to the Consent Orders, the @oynpnd the Bank are required to take certain mstémd implement certain policies .
procedures. These corrective actions have resiitéttreased compliance costs for internal andragteresources and have been a dive
from the Bank$ continuing operations. Although the Company drel Bank believe they are taking appropriate acttonsomply with th
Consent Orders, the Federal Reserve and the OQG@naMe such determinations during the course df thepervisory examinations; one
which is now pending with the OCC; any failurescmmply with the Consent Orders could lead to addél regulatory actions by st
regulators. See “Business — Regulation — Bank Sigien and Regulation — OTS Consent Orders andt&el&latters™which is included i
Item 1 of this Annual Report on Form 10-K.

The compliance obligations and restrictions on oimterest payments and dividends under the recent308nhforcement actions may have
adverse effect on us and preclude payments to haladé our securities.

Among other things, the Consent Orders requireGbmpany and Bank to submit to the OTS (or its ss®mg various managem
and compliance plans and programs to address thtersianitially identified in the OTS supervisoryrettives as well as plans for enhant
Company and Bank capital, and require OTS abjection for Company cash dividends, distributiostsare repurchases, payments of int
or principal on debt and incurrence of debt. Ounpliance with the Consent Orders will be subjecthi® review and supervision of the O
with respect the Bank and the Federal Reserve Baiihdrespect to the Company. There can be no assarthat we can fully comply with 1
requirement of the Consent Orders or receive ngeetibn to our payment of dividends and interestany other activity for which non-
objection or approval is required. See “Busineg®egulation — Bank Supervision and Regulation — @b&sent Orders and Related Matters”
which is included in Item 1 of this Annual Report Borm 10-K.
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The OCC and Federal Reserve are now our bankingulagors and we may not be able to comply with apable banking regulations ar
the terms of the Consent Orders to their satisfacti

As a result of the integration of the OTS into @EC, our ongoing compliance with applicable banking laws amel €onsent Orde
will be subject to the review and supervision af thCC with respect the Bank and the Federal Reseitherespect to the Company, bott
which are new bank regulators for us as of July221,1. We cannot predict how the OCC and the FetRaserve will evaluate the Bank ¢
us, respectively, notwithstanding our intentiorcemperate fully with our new regulators. Our baegulators have broad discretionary po\
to enforce banking laws and regulations and mait seéake informal or formal supervisory actiortliey deem such actions are necesse
required. In connection with its new supervisionhauity with respect to savings and loan holdingnpanies, the Federal Reserve issu
proposed rule in April 2011 that announced thasitservision would be “more intensivéian our former regulator, the OTS. Corrective &
could result in, among other things, presently tedeen operating limitations and increased comgdiacosts for internal and exter
resources.

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

The Company encounters significant competitionhia Companys market area from other commercial banks, savamgs loa
associations, credit unions, mortgage banking firomsumer finance companies, securities brokefages, insurance companies, mo
market mutual funds and other financial intermad&rMany of the Company’competitors have substantially greater resoumoéslendin:
limits and may offer services that the Company dugor cannot provide. The Company'’s profitabitiigpends upon the Compasyontinue
ability to compete successfully in the Compangiarket area. MPS operates on a national scalesagampetitors with substantially gre:
resources and limited barriers to entry, as welihasfact that most competitors are not operatindeu restrictions similar to those impo
upon the Company and the Bank in the Consent Qrdlees success of MPS depends upon the Company’tharBanks ability to satisfy th
requirements set forth in their respective Con€mders and the MPS division’s ability to competeirth an environment.

The Bank is “well capitalizedunder existing bank regulations but failure to matain this designation could have a material adveigsgac
on our liquidity and results of operations. In adildn, our regulator could limit our ability to raie deposits, which could produce seri
adverse consequences for our liquidity, financiaradition and results of operations.

By letter dated December 28, 2010, the OTS diretttedBank not to increase the amount of brokergubsies from the amount it he
at December 28, 2010 without the prior written rdojection of the OTS Regional Director. The Bankidses it did not hold any broker
deposits on December 28, 2010 or thereafter, agr@fibre does not anticipate seeking approval. dtdirection of the OTS, the Bank reque
the FDIC to confirm that deposits related to a Hjeprepaid program were not brokered deposite Bank has not yet received a reply f
FDIC. At the time the directive was issued, OTSfsdtated that it would not seek retroactively tdface the directive for any growth tl
occurs subsequent to December 28, 2010, given dné'8request to the FDIC. The Bank tendered gaest to the FDIC in December 2C
The Bank has been advised that the FDIC will carsilde Bank's request in the context of its broauhustry reevaluation of brokered depc
in general. In addition, under current rules, i§ubstantial portion of the Bank's deposits aredrute be "brokered," and should the Ba
primary federal regulator decide to impose a forimalividual minimum capital requirement or similéormal requirement on the Ba
notwithstanding that the Bank is welhpitalized, the Bank would be prohibited, abseaitver from the FDIC, from utilizing brokered depts:
In either event, unless the Bank receives relieffrits regulator or a waiver from the FDIC, sucheault could produce serious advt
consequences for the Bank from a liquidity standpand could also have serious adverse effecth@rCompany's financial condition ¢
results of operations.

We derive a significant percentage of our deposittal assets and income from deposit accounts thatgenerate through MPS’custome
relationships.

We derive a significant percentage of our depositegl assets and income from deposit accounts evergte through custon
relationships between such third parties and MP&odsits related to our top three customers (eadigrificant customer) totaled $56
million at September 30, 2011. We provide oversigihtl auditing of such thirgarty relationships and all such relationships nmett al
internal and regulatory requirements. We may dwsé relationships if such requirements are notanétrequired by our regulators to €
such relationships. We perform liquidity reportiagd planning daily and identify and monitor conéngsources of liquidity, such as Natic
CDs, Fed Fund Lines, or Public Fund CDs. If on¢hele significant customers were to be terminatexhuld materially reduce our depos
assets and income. In addition, pursuant to the&kBa@onsent Order, if one of these relationships weiterminate before the terminatior
the Consent Order, we would not be able to reptagzh relationship without first identifying a newntracting party and then obtain
approval to enter into such agreement from the O€8uch significant customer was not replaced,magy be required to seek higher
funding sources as compared to the existing custame interest expense might increase. We maylss@quired to sell securities or of
assets which would reduce revenues and potengjafigrate losses.
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Our business strategy is utilized by other instituts with which we compete and the Consent Ordemsvent us from actively marketing tl
Bank’s products and services.

Several banking institutions have adopted busigesds that are similar to ours, particularly wittspect to the MPS division. A:
consequence, we have encountered competition s$natieia and anticipate that we will continue to dansthe future. This competition w
likely increase our costs, reduce our revenueseeenue growth, or make it difficult for us to corntpeffectively in obtaining additior
customer relationships. In addition, pursuant & @onsent Orders, we are not allowed to sign amy material agreements with custon
unless we are granted specific permission to dasaontil the terms of the Consent Orders are nefgrl. As a result, until the terms of
Consent Orders are lifted, we are at a competitisadvantage with respect to growing the Bank'sifatdle MPS division.

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

Fidelity, business interruption and property inswe policies are in place with respect to the dpmra of the Company. Should ¢
event triggering such policies occur, howevers ipossible that our policies would not fully reimée us for the losses we could sustain d
deductible limits, policy limits, coverage limits other factors.

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

We believe that the Company’s success dependslyaogethe efforts and abilities of the Compasysenior management. T
experience and industry contacts significantly fiems. The competition for qualified personnetfire financial services industry is intense,
the loss of any of the Compamsykey personnel or an inability to continue toaadty retain and motivate key personnel could adwefect thi
Company’s business.

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

The Company originates commercial mortgage loamsneercial loans, consumer loans, agricultural megégloans, agricultural log
and residential mortgage loan€ommercial mortgage, commercial, and consumer |logag expose a lender to greater credit risk thans
secured by residential real estate because thate@l securing these loans may not be sold aly easiesidential real estate. These loans
have greater credit risk than residential realtedtar the following reasons:

- Commercial Mortgage LoanRepayment is dependent upon income being gendratedounts sufficient to cover operating expe
and debt service

« Commercial LoansRepayment is dependent upon the successful oprictibie borrower’s business.

« Consumer LoansConsumer loans (such as personal lines of credbt)callateralized, if at all, with assets that nrept provide a
adequate source of payment of the loan due to digpien, damage, or los

« Agricultural Loans.Repayment is dependent upon the successful opermattithe business, which is greatly dependent onyntlaings

outside the control of either the Bank or the baets. These factors include weather, commodityegri@and interest rates, am
others.
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If the Compan''s actual loan losses exceed the Company’s allowafar loan losses, the Company’s net income wiltdsase.

The Company makes various assumptions and judgnadust the collectibility of the Comparsyloan portfolio, including tt
creditworthiness of the Comparsyborrowers and the value of the real estate aher @tssets serving as collateral for the repayrakite
Company’s loans. Despite the Company’s underwriting monitoring practices, the Companybvan customers may not repay their I
according to their terms, and the collateral seguthe payment of these loans may be insufficienpay any remaining loan balance.
Company may experience significant loan losseschvbould have a material adverse effect on itsaijpey results. Because the Company |
use assumptions regarding individual loans andcettemomy, the current allowance for loan losses maybe sufficient to cover actual Ic
losses, and increases in the allowance may be s@ge3he Company may need to significantly inoegthe Company provision for losses 1
loans if one or more of the Company’s larger loansredit relationships becomes delinquent or if seatinue to expand the Compasy’
commercial real estate and commercial lending.diatiteon, federal and state regulators periodicedlyiew the Companyg’ allowance for lo¢
losses and may require the Company to increas€dhgpany’s provision for loan losses or recognizanlohargesffs. Material additions to t
Company’s allowance would materially decrease tbenganys net income. The Company cannot assure you thahadnitoring procedur
and policies will reduce certain lending risks leaitttthe Company’s allowance for loan losses wilabequate to cover actual losses.

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

The Company may have to foreclose on collatergbguty to protect its investment and may thereaften and operate such prope
In such case, the Company will be exposed to #iesiinherent in the ownership of real estate. Theumt that the Company, as a mortga
may realize after a default is dependent upon factaitside of the Comparsg/control, including, but not limited to: (i) geméror loca
economic conditions; (ii) neighborhood values)) (iiiterest rates; (iv) real estate tax rates; @grating expenses of the mortgaged prope
(vi) supply of and demand for rental units or pntigs; (vii) ability to obtain and maintain adegai@ccupancy of the properties; (viii) zon
laws; (ix) governmental rules, regulations anddiggolicies; and (x) acts of God. Certain expen@guassociated with the ownership of
estate, principally real estate taxes and maintemansts, may adversely affect the income fronreltestate. Therefore, the cost of oper:
a real property may exceed the rental income edfnoad such property, and the Company may have t@arak funds in order to protect
Companys investment, or may be required to dispose ofdéhéproperty at a loss. The foregoing expenditares costs could adversely aff
the Company’s ability to generate revenues, regyiti reduced levels of profitability.

Environmental liability associated with commercidénding could have a material adverse effect on t@empan’s business, financi:
condition and results of operations.

In the course of the Compaisybusiness, it may acquire, through foreclosurmmercial properties securing loans that are inude
There is a risk that hazardous substances couttiscevered on those properties. In this eventQbmpany could be required to remove
substances from and remediate the properties awts cost and expense. The cost of removal andr@mental remediation could
substantial. The Company may not have adequatediemagainst the owners of the properties or otégponsible parties and could fin
difficult or impossible to sell the affected profles. These events could have a material advefeeta&fh the Compang’business, financ
condition and operating results.

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

In recent years, the Company has been requireshdode in its annual reports filed with the SECepart of the Company’
management regarding internal control over findn@porting. We have documented and evaluated thepanys internal control ow
financial reporting in order to satisfy the requients of Section 404 of the Sarba@dey Act of 2002 and SEC rules and regulationsici
require an annual management report on the Compamy'rnal control over financial reporting, incind, among other matters, management’
assessment of the effectiveness of internal comivel financial reporting. In order to comply withis requirement, management reta
outside consultants to assist the Company in @essing and documenting the adequacy of the Corhpamyernal control over financ
reporting, (ii) improving control processes, whappropriate, and (jii) verifying through testing @her means that controls are functionin
documented. ManagemestAnnual Report on Internal Control over Finan&ajporting is contained in Item 9A below. If the Guany fails t
identify and correct any significant deficiencies the design or operating effectiveness of the Gomgs internal control over financ
reporting or fails to prevent fraud, current andepdial stockholders and depositors could loseidente in the Company‘financial reporting
which could adversely affect the Company’s businésancial condition and results of operations thading price of the Comparsystock
and the Company'’s ability to attract additional olsifs.
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No material weaknesses have been identified in edtion with the Company’ fiscal year 2011 audit. If material weaknesse
identified in the future, such weaknesses coulcetammaterial impact on the profitability and penfiance of the Company.

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

The Company depends on data processing, communricatid information exchange on a variety of commmutplatforms an
networks and over the internet. No system, inclgdirs, is entirely free from vulnerability to atka despite safeguards. Additionally,
Company relies on and does business with a vaoietyird-party service providers, agents and veadath respect to the Compasybusines
data and communications needs. If information dBcus breached, or one of the Compadgents or vendors breaches compli
procedures, information could be lost or misappedpd, resulting in financial loss or costs to @@mpany or damages to others. These co
losses could materially exceed the Company’s amalinisurance coverage, if any, which would advigraéfect the Company’s business.
Risks Related to the Company’s Stock
The price of the Company’s common stock may be titdawhich may result in losses for investors.

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

« announcements of developments related to the Coy’s business
« fluctuations in the Company'’s results of operatjons
» sales of substantial amounts of the Com/'s securities into the marketpla
« general conditions in the Company’s banking nichthe worldwide economy,
« ashortfall in revenues or earnings compared targezs analysts’ expectations,
« lack of an active trading market for the commorckt
« changes in analysts’ recommendations or projectiamg
« the Compan’s announcement of new acquisitions or other prej
The market price of the Compasycommon stock may fluctuate significantly in thiufe, and these fluctuations may be unrelat

the Company’s performance. General market pricéirgescor market volatility in the future could adsely affect the price of the Compaay’
common stock, and the current market price mayoaadhdicative of future market prices.
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An investment in Company common stock is not anured deposit

Our common stock is not a bank deposit and, thezefe not insured against loss by the FDIC, ammgioteposit insurance fund or
any other public or private entity. Investment ir sommon stock is inherently risky for the reasdescribed in this “Risk Factorséction an
is subject to market forces that affect the priteammon stock in any company. As a result, if ymld or acquire our common stock, i
possible that you may lose all or a portion of ymwestment.

The Company’s common stock is thinly traded, andigshyour ability to sell shares or purchase additarshares of the Compang’commoil
stock will be limited, and the market price at atigne may not reflect true value

Your ability to sell shares of the Compasycommon stock or purchase additional shares ladgbends upon the existence o
active market for the common stock. The Comparggmmon stock is quoted on NASDAQ Global Market, the volume of trades on ¢
given day is light, and you may be unable to finduger for shares you wish to sell or a seller ddiional shares you wish to purchase
addition, a fair valuation of the purchase or sglgse of a share of common stock also depends aptive trading, and thus the price
receive for a thinly traded stock, such as the Camg{s common stock, may not reflect its true value.

Future sales or additional issuances of the Companygapital stock may depress prices of shares af tbompanys common stock ¢
otherwise dilute the book value of shares then datsling.

Sales of a substantial amount of the Comparmgpital stock in the public market or the isseaata significant number of sha
could adversely affect the market price for shafethe Companys common stock. As of September 30, 2011, the Coynpes authorized
issue up to 5,200,000 shares of common stock, ahw#146,867 shares were outstanding, and 22&h8&s were held as treasury stock.
Company was also authorized to issue up to 800d9@bes of preferred stock, none of which is outitan or reserved for issuan
Accordingly, without further stockholder approviidie Company may issue up to 2,053,133 additioraleshof common stock. This factor r
affect the market price for shares of the Compangtamon stock.

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

Certain provisions of the Compasytharter documents and federal regulations coang lthe effect of making it more difficult fo
third party to acquire, or of discouraging a thpatty from attempting to acquire, control of thengany. In addition, the Company must ob
approval from regulatory authorities before it @mguire control 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 stockirsld€he payment of dividends is subject to legal esgulatory restrictions as well a
requirement for prior approval by the Federal Resgrursuant to the Consent Orders. Any paymeniwidehds in the future will depend,
large part, on the Comparsyéarnings, capital requirements, financial coadijtregulatory review, and other factors considestelvant by th
Company’s Board of Directors.

O ur agricultural loans are subject to factors beyoride Bank’s control.
The agricultural community is subject to commoditice fluctuations. Although our agricultural loaaue a relatively limited part
our overall portfolio, extended periods of low cooity prices, higher input costs, or poor weathamditions could result in reduced pr

margins, reducing demand for goods and serviceddqed by agricultureelated businesses, which in turn, could affeceptiusinesses in t
Company’s market area.
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Risks Related to Meta Payment Systen?s, a division of the Bank
MPS' products and services are highly regulated finaatproducts subject to extensive supervision amgulation.

The products and services offered by MPS are higddylated by federal banking agencies, state bgrkgencies, and other fed:
and state regulators. Some of the laws and relagaations affecting its operations include consuprotection laws, escheat laws, priv
laws, antimoney laundering laws and data protection laws. @iamce with the relevant legal paradigm in whibk tivision operates is cos
and requires significant personnel resources, dsasextensive contacts with outside lawyers amubaltants hired by MPS to stay abrea
the applicable regulatory schemes.

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 eestdblishing standards for debit card interchdiegs and prohibiting netwc
exclusivity arrangements and routing restrictiathe (‘Debit Card Rule”). The issuance of the DeldrdCRule was required by the Do#dank
Act. Pursuant to the Debit Card Rule, the maxim@ampssible interchange fee that an issuer mayveder an electronic debit transaction
be $0.21 per transaction and five basis pointsipligltl by the value of the transaction. The FedBmderve also approved an interim final
that allows for an upward adjustment of no morentB8.01 to an issuer's debit card interchange fféleei issuer develops and impleme
policies and procedures reasonably designed tcewehhe fraugrevention standards set out in the interim finder Eligibility for the
assessment of this fee must be certified by therigshank. As set forth in the issuing release, mwtiee maximum interchange fee is comb
with fraudprevention assessment, an issuing bank could eeaivinterchange fee of up to approximately 24<cétthe average debit ci
transaction, which is valued at $38 according ® Bederal Reserve. In accordance with the prowssairthe Dodd-rank Act, issuers thi
together with their affiliates, have assets of s $10 billion (like the Bank) are exempt frone debit card interchange fee standards.
respect to network exclusivity and merchant routiestrictions, it is now required that all debirds participate in at least two unaffilia
networks so that the transactions initiated udiugé debit cards will have at least two independmiting channels.

While some proposed legislation would benefit MRSis possible that new legislation or more stringgefocus by banking agencies cot
further restrict MPE' current operations or change the regulatory enemment in which the division’s customers operate.

Although it is possible that some legislation undensideration could have either a positivelerminimismpact on its operations a
profitability it is also possible that any new lsigition affecting the operations of MPS or its oosérs, some of which are also regul.
entities, would have a negative impact on the cohdiithe relevant business. There is no way tontfiyathe impact that such changes cc
have on the profitability or operations of MPSHisttime given the unpredictable nature of the.risk

In addition to the relevant legal paradigm sethif@above, it should also be noted that there has beecern within the bank regulat
environment over the use of credit and, in paréiguprepaid cards as a means by which to illegallynder and move money. The L
Treasury’s Financial Crimes Enforcement Network rexently issued rules related to providers of fyaid accessWhich have left certa
issues unresolved related to its regulatory requergs. Although the Bank will continue to work witls regulators to provide informati
about its operations as well as the state of tepgid card industry, we believe such concerns imeg# will continue for the foreseeable ful
for the entire banking industry, with a continuechphasis on heightened compliance expectations. “Basiness Regulation -Bank
Supervision and Regulation” which is included ienit 1 of this Annual Report on Form 10-K.
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MPS, through the Bank, owns or is seeking a numhbafr patents, trademarks and other forms of intellaat property with respect to tl
operation of its business and the protection of buntellectual property may in the future require aterial expenditures.

In its operations, MPS, through the Bank, is segkirotection for various forms of intellectual pesfy. No assurance can be gi
that such protection will be granted. In additigiven the competitive market environment of itsibass, the Bank must be vigilant in ensu
that its patents and other intellectual propergy/motected and not exploited by unlicensed thandigs.

The Bank must also protect itself and defend agantsllectual property challenges initiated byrthparties making various clail
against MPS. With respect to these claims, regssdié whether we are pursuing our claims againstepeed infringers or defending ¢
intellectual property from third parties assertivarious claims of infringement, it is possible tisgnificant personnel time and mone
resources could be used to pursue or defend saich<cl

It should also be noted that intellectual propeaisks extend to foreign countries whose protectiohsuch property are not
extensive as those in the United States. As suétt khay need to spend additional sums to ensurétdhatellectual property protections
maximized globally. Moreover, should there be aariat, improper use of the Barkintellectual property, this could have an impamtthe
division’s operations.

Contracts with third-parties , some of which are teaial to the Company , may not be renewed, may be renegotiated on ternas &éne no
as favorable, may not be fulfilled or could be sabj to cancellation by regulatory authorities

The Bank has entered into numerous contracts \itt parties with respect to the operations obitsiness. In some instances,
third parties provide services to MPS; in othetdanses, MPS provides products and services to thirchparties. Were such agreements n
be renewed by the third party or were such agretsnerbe renewed on terms less favorable, suchrectiould have a material impact on
division’s profitability and deposit levels.

Similarly, were one of these parties unable to ntkeir obligations to us for any reason (includimgt not limited to bankruptc
computer or other technological interruptions alufes, personnel loss or acts of God), we may neeskek alternative service providers
the terms with such alternate providers may noadbéavorable as those currently in place. In agldjtivere such failures to cause a mat
disruption in our ability to service our customeitsis possible that our customer base would shrMkreover, were the disruptions in
ability to provide services significant, this couldgatively affect the perception of our businesthée card industry.

In addition, as described earlier, in the Consemte® our regulator noted deficiencies with respeatur third party relationships.
a result, we have initiated a review of our auditprogram for third parties with whom we contreas (vell as other business changes req
both by the Consent Orders and general businestigas) and have made certain business decisitetgedeto determinations reached by
auditing personnel. If we are unsuccessful in theetbpment and/or implementation of our third patyliting program, it is possible that
OCC could order us to abrogate certain contractsle other supervisory actions against us whichlevéurther impact the MPS busine
which could have an adverse impact on our financteddition or results of operations. See “BusinBsgulation —-Bank Supervision ar
Regulation- OTS Consent Orders and Related Mattengh 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 (the CPDSS”) are costly and coul
continue to affect the operations of MPS.

The PCI DSS is a multifaceted standard that indudkgta security management, policies and procedasewell as other protecti
measures, that was created by the largest creditassociations in the world in an effort to protd® nonpublic personal information of
types of cardholders, including prepaid cardholdard holders of network branded credit cards (aiscBiscover, MasterCard, and Visa).
PCI DSS mandates a prescribed technical foundétiotne collection, storage and transmission oflbatder data and also contains signifi
provisions regarding the testing of security protets by various entities in the payment card itigusncluding MPS. Compliance with t
PCI DSS is costly and changes to the standards ¢t@ye an equal, or greater, effect on profitgbditthe relevant business division.
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The potential for fraud in the card payment industis significant.

Issuers of prepaid and credit cards have suffegadfisant losses in recent years with respecti theft of cardholder data that
been illegally exploited for personal gain. Theftleé such information is regularly reported andeafs not only individuals but businesse
well (albeit to a lesser degree). Many types oflitreard fraud exist, including the counterfeitiofjcards and “skimming.” “Skimmingis the
term for a specialized type of credit card inforimatheft whereby, typically, an employee of a niamat will copy the cardholdes’number ar
security code (either by handwriting the informatimnto a piece of paper, entering such informaitibo a keypad or other device, or usir
handheld device which “readsihd then stores the card information embeddedamthgnetic strip). Once a credit card number acdrigg
code has been skimmed, the skimmer can use sumtmiaion for purchases until the unauthorized ssaetected either by the cardholde
the card issuer.

Losses from skimming have been substantial fomgedard industry participants. Although skimmirggmot had a material impact
the profitability of the Bank, it is possible threatch activity could impact this division at sonmaeiin the future.

Part of our business depends on sales agents whoatasell our products exclusive.

Our business model, to some degree, depends upamsthof sales agents who are not our employeeseTégents sell the prodt
and services of many different processors to metsh@nd other parties in need of a card servicafurgé to maintain good relations with s
sales agents could have a negative impact on aimdss. In addition, new third party relationshipse been restricted absent prior approv
OCC. “Business Regulation - Bank Supervision anduigion — OTS Consent Orders and Related Mattetsth is included in Item 1 of tt
Annual Report on Form 10-K.

Products and services offered by MPS involve mangihess parties and the possibility of collusionsxs.

As described above, the theft of cardholder datasgynificant threat in the industry in which MBBerates. This threat also inclu
the possibility that there is collusion betweertaierparticipants in the card system to act illggahithough MPS is not aware of any instar
to date, it is possible that such activities caaddur in the future, thereby impacting its openatamd profitability.

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

The heavy emphasis upon technology in the prodatsservices offered by MPS requires significargeexlitures with respect
research and development both to exploit technctdgjains and to develop new products and serticaseet customersieeds. As is commu
with most research and development, while somertsfimay yield substantial benefits for the divisiathers will not, thereby resulting
expenditures for which profits will not be realizedPS is not able to predict with any degree otaiaty as to the level of research
development that will be required in the futurewhmuch those efforts will cost, or how profitablech developments will be for the divis
once undertaken.

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

Pursuant to the agreements between MPS and DisddasterCard, Visa and other card networks, thesd parties typically hay
retained the right to prescribe certain busineastfwes and procedures with respect to parties asdfiPS. Such prescribed terms include
are not limited to, a contracting party’s levelcapital as well as other business requirements.

Discover, MasterCard, and Visa also retain thetrighheir agreements with industry participantshrsas MPS to unilaterally char
the rules under which such transactions are predesdth little or no advance warning. This powetlides the power to prevent MPS fi
accessing their networks in order to process timges. Should any third party choose to invokes ttight unilaterally, such changes cc
materially impact the operations of MPS.
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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 ocessed through the Internet. Like nearly #@leocommercial enterprises,
rely upon others to provide the Internet so thahmerce can be conducted. Were there to be a faditutiee operation of the Internet o
significant impairment in our ability to move infoation on the Internet or our ability to do so atardance with customer safeguard proto
MPS would develop alternative processes during lwtiloe revenues and profitability may be lower.

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

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

Data encryption technology has not been perfected &igilance in MP¢ information technology systems is costly.

MPS holds sensitive business and personal infoomatiith respect to the products and services #reffThis information, which
generally digitally encrypted, is passed alongaasitechnology channels, including the Internethéddgh MPS encrypts its customer and ¢
sensitive information and expends significant ficiahand personnel resources to maintain the iityegf its technology networks and !
confidentiality of nonpublic customer informatidmecause such information may travel on public tetdgy and other nosecure channels, 1
confidential information is potentially susceptilttehacking and other illegal intrusions. Were sackecurity breach to occur, the provisio
products and services to customers of MPS wouldnigired. In addition, we could incur significarinds from the electronic fun
associations involved, or from federal and/or stegulators, and be subject to other prohibitions,well as extensive litigation frc
commercial parties and consumers affected by stedich.

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

The notion of escheatment involves property thatiandoned and its rightful owner cannot be redddgated and/or identified. In t
context of prepaid cards, the funds representesuch cards can sometimes be “abandomedinused for the relevant period of time set
in each applicable stateabandoned property laws. Although MPS utilizesmated programs to ensure its operations are ¢amplith sucl
applicable laws and regulations, there appearset@ Imovement among some state regulators to ietedafinitions in those statutes
regulations in a manner that is different from d&md industry interpretations. Should such statglletors choose to do so, they may ini
enforcement or other litigation action against pidard issuers such as MPS.

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

MPS competes in a highly competitive environmerthvather larger and better capitalized financiaéimediaries. In addition, t
field of professionals involved in the design amdduction of products and services offered by M@8ighly skilled and actively sought af
by financial institutions, electronic card netwoeksd other commercial entities. As such, MPS mpehd significant sums to attract employ
and executives and must monitor compensation amer @mployment trends to ensure that compensatickages both foster the neces
creative environment and appropriately compensatk sdividuals in order to retain them.
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MPS Revenue Concentratiol

MPS works with a large number of business parttederive its revenue. The Company believes thfets partners have reache
size that, should these partnebsisiness with the Company end, the earnings atatiibel to them would have a material effect on tharfcia
results of the Company.

Iltem 1B. Unresolved Staff Comments

Not Applicable.

ltem 2. Properties

The Company conducts its business at its maineofficd branch office in Storm Lake, lowa. The Compaperates six offices
metro Des Moines, lowa. The Company also operatesoffice in Brookings, South Dakota and threecef§i in Sioux Falls, South Dakota
addition, the Company has space at another faailiioux Falls, South Dakota, which houses germglorate and MPS functions, in Om:
Nebraska, which houses certain MPS functions amaf-retail service branch in Memphis, Tennessee.

The Company owns all of its offices, except for ttranch offices located in Storm Lake Plaza, Sttake, lowa, on Westov
Parkway, West Des Moines, lowa, on South Westeranie, Sioux Falls, South Dakota, on West 12th §t&ieux Falls, South Dakota, 1
administrative and MPS offices located on Broadblaatke in Sioux Falls, Omaha and the metail service branch in Memphis, Tennesse
regard to the South Western and West1Rreet locations in Sioux Falls, South Dakota, l#trel on which the buildings were constructe
leased. The total net book value of the Compaipyemises and equipment (including land, buildind leasehold improvements and furnit
fixtures and equipment) at September 30, 2011 vigs2$million. See Note 6 to the “Notes to ConsdkdaFinancial Statementsthich is
included in Part Il, Item 8 “Consolidated Financshtements and Supplementary Data” of this AnRegdort on Form 10-K.

The Company has experienced rapid growth, partigukes a result of growth of MPS. Management bageurrent facilities a
adequate to meet its present needs.

The Bank maintains an dme data base with a service bureau, whose prinbaisiness is providing such services to final
institutions. The net book value of the data premgs and computer equipment utilized by the CompahySeptember 30, 2011 v
approximately $2.2 million.

Item 3. Legal Proceedings

Lawsuits against MetaBank involving the sale ofgmuted MetaBank certificates of deposit continubecaddressed. In all, nine ce
have been filed to date, and of those nine, thieaee tbeen dismissed, and five have been settlepapments that the Company deel
reasonable under the circumstances, including dkes ©f litigation. Most recently, the class acti@uardian Angel Credit Union v. MetaBe
et al., Case No. 08-cv-261-PB (USDC, District of )Nitas settled.

There is now one remaining lawsduit relating to tmiatter: Airline Pilots Assoc Federal Credit UnienMetaBank, filed in the low
District court for Polk County, Case No. Al1:8792. The underlying matter was first disclosethe Company's quarterly report for the pe
ended December 31, 2007, which stated that an geglof the Bank had sold fraudulent CDs for her denefit. The unauthorized and ille
actions of the employee have since prompted a nuoftdemands and lawsuits seeking recovery onrdnadfilent CDs to be filed against
Bank, which have been disclosed in subsequengélihe employee was prosecuted, convicted anduoa 2, 2010, sentenced to more
seven years in federal prison and ordered to pase rtian $4 million in restitution. Notwithstandintige nature of her crimes, which w
unknown by the Bank and its management, plaimifiie remaining case seeks to impose liabilityr@nBank under a number of legal thec
with respect to the $99,000 fraudulent CD that wsased by the former employee. The Bank and itsreérs which has assumed defense o
action and which is advancing defense costs sutgjextreservation of rights, continue to vigorousiytest liability in the remaining actions.
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Cedar Rapids Bank & Trust Company v MetaBank, Qésel ACV007196. In a separate matter, on Novemb&089, Cedar Rapi
Bank & Trust Company ("CRBT") filed a Petition agsi MetaBank in the lowa District Court in and fonn County claiming an unspecifi
amount of money damages against MetaBank arisimg f€CRBT's participation in loans originated by Midak to companies owned
controlled by Dan Nelson. The complaint states thatNelson companies eventually filed for bankeypand the loans, including CRB
portion, were not fully repaid. Under a varietytbéories, CRBT claims that MetaBank had materightige information about Dan Nelson,
companies and the loans that it did not share @RBT prior to CRBT taking a participation interesth the fourth quarter of fiscal 2011, t
matter was settled for a payment deemed reasonabksr the circumstances, including costs of litayat

In re Meta Financial Group, Inc., Securities Litiga; Case No. C1@108MWB. Two former stockholders filed separatepoutec
class action lawsuits against the Company andinesfdts officers alleging violations of certaiederal securities laws. The cases were file
October 22, 2010 and November 5, 2010 in the Uriittades District Court for the Northern Districtlofva purportedly on behalf of those v
purchased the Company's stock between May 14, @0%®ctober 15, 2010. On January 12, 2011, Judgk WaBennett appointed The Ec
Partnership lead plaintiff and on March 14, 201 ®f&&artnership filed its amended complaint. Therated complaint alleges that the nal
officers violated Sections 10(b) and 20(a) of tleeBities Exchange Act and SEC Rule B)b connection with certain allegedly false
misleading public statements made between May Q@9 and October 15, 2010 by the Company and itsesff. Defendants moved to disn
the amended complaint in its entirety but on July 2011, the court denied the motion and ordered discovery proceed. The par
conducted a mediation on December 5, 2011 and edaghentative settlement of the matter. Aftertérens of the settlement are reduced
definitive settlement agreement, the settlementtrinen be reviewed by the court, submitted to thsscmembers for their consideration
comment, and finally approved by the court beftwe matter can be dismissed with prejudice. As effiling of this Annual Report on Fol
10K, provided that the amount of the tentative setdat is approved by the court and the amount obétiéement is paid by the Compa
insurance as expected by the Company, the Compaesy bt expect to incur losses in addition to tmewnts that it has previously exper
which would be material to its consolidated finahsitatements.

On December 9, 2011, a stockholder derivative camptaptionedrown v. Haahr, et al, CL 123931, was filed in the lowa Disti
Court for Polk County against certain officers atigctors of the Company. The suit alleges thatethparties breached their fiduciary du
to the Company by, among other things, making statés between May, 2009 and October, 2010, whieintiff claims were false a
misleading and by allegedly failing to implementegdate internal controls and means of supervisioth@ Company. The individt
defendants intend to vigorously defend the suite&timate of a range of possible loss cannot beeraadf the filing of this Annual Report
Form 10-K because of the early stage of the liiigat

In addition to the previously disclosed ATM lawsuftled in 2011, there were two lawsuits filed iretfourth quarter of fiscal 20
and four additional lawsuits since, concerning AT&f@nsored by MetaBank, each involving claims thabtification required to be plac
upon an automated teller machine was absent ordfispdate, in violation of Regulation E of theeEtronic Fund Transfer Act: Wallace St
lll. v. Meta Financial Group, Inc., Case No. 1:3@4531, filed in the United States District Count foe Northern District of lllinois, Easte
Division; and Spencer Webb, Individually and on Bilof all Others Similarly Situated v. MetaBankeb Payment Systems, and DoeB01-
Inclusive, Case No. 3:11-cv-02178M-S, filed in the United States District Court fitte Southern District of California; Tamara Vanog
behalf of herself and a class v. MetaBank, N.A. Boés 1-5, Case No. 1:11-06972, filed in the United States District Count floe Norther
District of lllinois, Eastern Division; lan Collindndividually and on Behalf of All Others SimilgriSituated v. Mission Gorge Ligu
MetaBank, Meta Payment Systems, and Does 1-1Q)divel, Case No. 3:11-cv-02345ROR, filed in the United States District Court the
Southern District of California; Spencer Webb, idually and on Behalf of all Others Similarly Sitied v. MetaBank, Meta Payment Syste
Swipe USA, LLC, and Does 1-10, Inclusive, Case Bld1-cv-02240-MMABLM, filed in the United States District Court fthe Souther
District of California; and Matthew Johns v. MAF Sgms ATM, MetaBank, ATM Express Inc., Doedd-and XYZ Corporation, Case
201125436, filed in the Court of Common Pleas, Montggm@ounty, Pennsylvania. The Company denies ligbiti these matters, and v
contest these lawsuits with the ATM operators, Whate each obligated to indemnify the Company ésisés, costs and expenses in 1
matters. An estimate of a range of possible lossn@abe made at this stage of the litigation beeatie extent of the Company’
indemnification by the ATM operators is unknown.
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Patrick Finn and Light House Management Group, &scReceiver for First United Funding, LLC and Goke Johnson v. MetaBa
et al, Case 5:11-c94041. On May 4, 2011, Patrick Finn and Light Hollenagement Group, Inc. as Receivers for Firstédhiunding, LL(
and Corey N. Johnson (“Receiverdiled a complaint against MetaBank in the Unitedt8¢ District Court for the Northern District ofwe
requesting judgment avoiding approximately $1.5iaril of transfers that allegedly resulted in a firaf MetaBank arising from MetaBark'’
participation in loans originated by First Unitedrigling, LLC. Similar complaints have been filedthg Receivers against other lenders
purchased participation interests in the sameroilai loans originated by First United Funding, LLThe complaint states that First Uni
Funding, LLC and Corey N. Johnston were involved ioriminal enterprise to defraud creditors. Unalesariety of theories, Receivers cli
that loan repayments to MetaBank constitute fraemtutransfers and MetaBank was unjustly enrichethéodetriment of these creditors
MetaBank intends to vigorously defend the caseesiimate of a range of possible loss is approxilp&@ to $0.5 million as of the filing de
of this Annual Report on Form 10-K.

The Bank utilizes various third parties for, amather things, its processing needs, both with retsfgestandard Bank operations
with respect to its MPS division. MPS was notifiedApril 2008 by one of the processors that thecpssor's computer system had |
breached, which led to the unauthorized load amehdipg of funds from Banlssued cards. The Bank believes the amount in iquegi be
approximately $2.0 million. The processor and papgmanager both have agreements with the Banldaminify it for any losses as a resul
such unauthorized activity, and the matter is oéfld as such in its financial statements. In aoldjtthe Bank has given notice to its ¢
insurer. The Bank has been notified by the progetbsd its insurer has denied the claim filed. Baask made demand for payment and fil:
demand for arbitration to recover the unauthoriediing and spending amounts and certain damadpesBank has settled its claim with
program manager, and has received an arbitrati@ycaagainst the processor. That arbitration has kegered as a judgment in the Stal
South Dakota, which judgment has been transfeoréldet State of Florida for garnishment proceedamginst the processor and its insurer.
Company’s estimate of a range of possible losppsaximately $0 to $0.5 million as of the filingtéeof this Annual Report on Form 10-K.

Certain corporate clients of an unrelated compaagned Springbok Services, Inc. (“Springbok§quested through counse
mediation as a means of reaching a settlement¢undf commencing litigation against MetaBank. Tésults of that mediation have not led
settlement. These claimants purchased MetaBankaigragward cards from Springbok, prior to Springlsobankruptcy. As a result
Springboks bankruptcy and cessation of business, some aéthards cards which had been purchased were aetreated or funded. Coun
for these companies have indicated that they agpgped to assert claims totaling approximately $aifion against MetaBank based
principal/agency or failure to supervise theoriElse Company denies liability with respect to thelséms. The Companyg’estimate of a ran
of possible loss is approximately $0 to $0.3 millio

See Item 1 “Business — Regulation — Bank Supenviaitd Regulation ©TS Consent Orders and Related Matters for a dismu®
the settlement of OTS enforcement matters and amygmmpliance matters.

Other than the matters set forth above, there aretimer new material pending legal proceedingspaiates to which the Company
its subsidiaries is a party other than ordinaigdition routine to their respective businesses.

ltem 4. Removed and Reserve:
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PART II

Iltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters andssuer Purchases of Securitie:

The Company’s common stock trades on the NASDA@&IMarket® under the symbol “CASH.” Quarterly dividends forla0and
2010 were $0.13. The price range of the commorkstcreported on the NASDAQ Global Market, wasoflews:

Fiscal Year 2011 Fiscal Year 201C
Low High Low High
First Quarte! $ 126 $ 332 % 204t % 23.7¢
Second Quarte 13.8¢ 18.5( 17.4( 25.2¢
Third Quartel 13.2% 19.0¢ 24.97 32.61
Fourth Quarte 17.1¢ 22.3( 29.2¢ 36.72

Prices disclose inter-dealer quotations withougitehark-up, markdown or commissions, and do not necessarily reptesetus
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, 2011, the Company had 3,14686fes of common stock outstanding, which werd hglapproximately 2(
stockholders of record, and 485,352 shares sutgjemitstanding options. The stockholders of recanchber does not reflect approximately
persons or entities that hold their stock in noraine“street” name.

The transfer agent for the Compasommon stock is Registrar & Transfer CompanyCbinmerce Drive, Cranford, New Jers
07016.

There have been no purchases by the Company diménguarter ended September 30, 2011 of equityriiesuthat are registered
the Company pursuant to Section 12 of the Exchamge
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Item 6. Selected Financial Date
SEPTEMBER 30, 2011 201( 200¢ 200¢ 2007
SELECTED FINANCIAL CONDITION DATA
(Dollars in Thousands
Total asset $ 1,27548 $ 1,029,76 834,77 710,23t % 686,08(
Loans receivable, n 314,41( 366,04! 391,60¢ 427,92¢ 355,61
Securities available for sa 619,24¢ 506,85 364,83t 203,83: 158,70:
Goodwill and intangible asse 1,31¢ 2,66 2,21t 2,20¢ 1,50¢
Deposits 1,141,622 897,45¢ 653,74 499,80 522,97¢
Total borrowings 29,36¢ 41,21« 116,79¢ 147,68: 78,53¢
Shareholders' equil 80,571 72,04¢ 47,34t 45,73 48,09¢
YEAR ENDED SEPTEMBER 30, 2011 201( 200¢ 200¢ 2007
SELECTED OPERATIONS DATA
(Dollars in Thousands, Except Per Share D
Total interest incom $ 39,05¢ $ 39,08 36,72¢ 37,41¢ % 37,77+
Total interest expens 4,745 5,99: 8,907 13,41t 16,96"
Net interest incom 34,31: 33,09( 27,81¢ 24,00: 20,80
Provision for loan losse 27¢ 15,79: 18,71 2,71F 3,16¢
Net interest income after provision for loan los 34,03¢ 17,29¢ 9,10¢ 21,28¢ 17,63¢
Total nor-interest incom 57,49: 97,44 79,96¢ 37,69¢ 21,85¢
Total nor-interest expens 83,26: 94,93( 91,08 61,82( 36,95¢
Income (loss) from continuing operations before
income tax expense (benet 8,26: 19,81 (2,006) (2,836¢) 2,53¢
Income tax expense (benel 3,62 7,42( (54%) (1,002) 1,227
Income (loss) from continuing operatic 4,64( 12,39: (1,467) (1,839 1,312
Income (loss) from discontinued operations, netg - - - 811 (147)
Net income (loss 4,64( 12,39: (1,467) (1,027) 1,171
Basic earnings (loss) per common sh
Income (loss) from continuing operatic $ 14¢ $ 4.2¢ (0.5€6) 0.77) $ 0.52
Income (loss) from discontinued operatic - - - 0.31 (0.06)
Net income (loss $ 14¢ $ 4.2¢ (0.56) 040 $ 0.4¢€
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic $ 14¢ % 4.11 (0.5€6) (0.69 $ 0.5C
Income (loss) from discontinued operatic - - - 0.31 (0.0%)
Net income (loss $ 14¢ $ 4.11 (0.5€6) (0.3¢) $ 0.4t
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YEAR ENDED SEPTEMBER 30, 2011 201( 200¢ 200¢ 2007
SELECTED FINANCIAL RATIOS AND OTHER
DATA
PERFORMANCE RATIOS
Return on average ass 0.41% 1.22% -0.2(% -0.1%% -0.14%
Return on average ass-continuing operation 0.41% 1.22% -0.2(% -0.24% -0.24%
Return on average equi 5.71% 20.5% -3.13% -2.27% 2.65%
Return on average equ-continuing operation 5.71% 20.5% -3.1% -4.01% 3.01%
Net interest marg-continuing operation 3.21% 3.45% 3.5(% 3.51% 3.38%
Operating expense to average a-continuing
operations 7.3% 9.36% 10.55% 8.25% 5.2€%
QUALITY RATIOS-Continuing Operation
Non-performing assets to total assets at end of 1.2% 0.94% 1.7¢% 1.0€% 0.3&%
Allowance for loan losses to n-performing loan: 53% 63% 55% 76% 19€%
CAPITAL RATIOS
Shareholders' equity to total assets at end obg 6.32% 7.0(% 5.67% 6.44% 7.01%
Average shareholders' equity to average a: 7.16% 5.92% 5.42% 6.01% 6.2(%
OTHER DATA
Book value per common share outstanc $ 2561 $ 23.1F % 1797 $ 17.5¢ $ 18.51
Dividends declared per she 0.52 0.52 0.52 0.52 0.52
Number of ful-service offices 12 12 12 13 17
Common Shares Outstandi 3,146,86 3,111,471 2,634,21! 2,601,10: 2,589,71

Iltem 7.

Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This section should be read in conjunction withftilwing parts on this Form 10-K: Part Il, Itent'@onsolidated Financial
Statements and Supplementary Data,” Part I, It&m"Quantitative and Qualitative Disclosures Abdiarket Risk,” and Part I, Item 1

“Business.”

General

The Company is a unitary savings and loan holdomgmany whose primary subsidiary is the Bank. Thengany focuses on two c«

businesses, its regional Retail Banking businedgsaanational payments business, conducted thraggWi?S division. The Compars/Retai
Bank business is focused on establishing and maingalongterm relationships with customers, and is committederving the financi
service needs of the communities in its market.arba Retail Banls primary market area includes the following coesitBuena Vista, Dall
and Polk located in central and northwestern loavael Brookings, Lincoln, and Minnehaha located iste®ntral South Dakota. The Re
Bank segment attracts retail deposits from the gémmiblic and uses those deposits, together witleroborrowed funds, to originate ¢
purchase residential and commercial mortgage IGansto originate consumer, agricultural and ottmenmercial loans and to purchase var
investment and mortgage-backed securities.

MPS, a division of the Bank, is an industry leagtethe issuance of prepaid debit cards and is alpoovider of a wide range
paymentrelated products and services, including prepalitdmrds such as those related to gift, tax refunebate, travel and payroll, ATN
and consumer credit products. MPS pursues a syratbgvorking with industryleading companies in a variety of businesses tp Hen
introduce new payment products to their custormaraddition, MPS partners with emerging compangeddvelop and introduce new payn
products. MPS earns revenues from fees and is meigpe for the bulk of our low- and mmst demand deposits related to its prepaid
business. Certain MP&ctivities have been significantly curtailed asuft of Consent Orders issued by the OTS, ourdomagulator. For
description of the Consent Orders, see Iltem 1 ‘iBag8 — Regulation — Bank Supervision and Reguldtibme Consent Orders, and the rel:
directives that preceded them, have had a signfificapact on revenues, profitability, and growthtb& MPS division, the Bank, and
Company as a whole.
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Overview of Corporate Developments

The most significant financial developments ocadirie the Bank’'s MPS division. MPSiscal 2011 net income was $3.9 mill
compared to net income of $12.6 million in fisc&l1®. While noninterest income decreased by $39.6 million in fi2@l1, nonintere
expenses decreased by $15.2 million and loan lassspon expense declined by $11.8 million primadue to the discontinuance of iAdva
in October 2010 and certain income tax-related @@og previously disclosed in our Annual Report omfr 10K for the year ended Septem
30, 2010. The remainder of the decrease relatéiset®5.2 million of charges resolving previouslgaosed actions of the OTS which w
recorded in fiscal 2011. For additional discussgee Item 1, “Business — Regulation — Bank Supierviand Regulation.”

As mentioned earlier in this Annual Report on FAOK, on July 15, 2011, the Company and the Bank s#iphlated and consen
to a Cease and Desist Order (the "Orders" or ttené€nt Orders”)ssued by the OTS. Since the issuance of the SispeyvDirectives, durin
the last calendar quarter of 2010, the Companytla®@ank have been cooperating with the reguladatiiorities to correct those aspects of
operations that were addressed in the Consent ©rased on an interim examination by our previegsilator, the OTS, we believe we h
already made substantial progress. The CompanyMatdBank have completed many of the items in thde@®r and expect to compl
substantially all of the required actions in thal@s by their respective deadline dates. Notwitiditey our belief as to substantial progress
are currently undergoing an examination by our negulator, the OCC, and we can provide no assusaasd¢o whether the OCC will con
with our belief on what actions will be taken by t®CC if it does not so concur. See ltem 1A “Rigktrs —Risks Related To Our Indus
and Business.” See Item 1 “Business — Bank Supervend Regulation — OTS Consent Orders and ReMgdters.”

The Retail Bank segment is continuing to builddtstomer base from its previous expansion in tleviglg metropolitan areas
Sioux Falls, South Dakota and Des Moines, lowa. Baek focuses primarily on establishing lending degosit relationships with commert
businesses and commercial real estate owners @lagers in these communities. The Company is nawitary savings and loan holdi
company, not a bank holding company, and is sulbjettte jurisdiction of the Federal Reserve. ThalBaperates 12 Retail Banking branc
in Brookings (1) and Sioux Falls (3), South DakataPes Moines (6) and Storm Lake (2), lowa andntans a norretail service branch
Memphis, Tennessee. During fiscal 2011, the RB@ilk segment recognized a goodwill impairment chafgb1.5 million due primarily to tl
decline in stock price of the Company during thetffiscal quarter of 2011. The original goodwiisat represented the excess of acqui
costs over the fair value of the net assets aagjirran earlier bank acquisition.

Effective as of September 30, 2011, James S. Hemined as Chairman of the board of directors & @ompany and the Bal
succeeded as Chairman by J. Tyler Haahr who cadias President & CEO of the Company and the Barkddition, effective as of Octot
1, 2011, E. Thurman Gaskill, a Company board mensbere 1982, was named to the newly created paosdgfoVice-Chairman and Le
Director of the board of directors of the Compamygl ghe Bank. Troy Moore Ill, Executive Vice Pregitl@and Chief Operating Officer, w
named to the board of directors of the CompanythadBank effective as of October 1, 2011.

Financial Condition

The following discussion of the Company's consaédafinancial condition should be read in conjumatiwith the Selecte
Consolidated Financial Information and Consoliddtethncial Statements and the related notes indlidéhis Annual Report on Form 10-K.

As of September 30, 2011, the Compangssets grew by $245.7 million, or 24.0%, to $dilBon compared to $1.0 billion

September 30, 2010. The increase in assets wastel primarily in increases in the Company’s maggpacked securities and to a le:
extent the Company’s cash and cash equivalensgtdff part by smaller decreases in the Compargrtgghio of net loans.
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Total cash and cash equivalents and federal fuoldsvgere $276.9 million at September 30, 2011,remease of $189.4 million frc
$87.5 million at September 30, 2010. The growtlmparily was the result of the Compasyihcreased liquidity from an increase in depc
primarily due to low- and no-cost deposits genardte the MPS division. In general, the Company t@is its cash investments in interest-
bearing overnight deposits with the Federal HomarLBank, (“FHLB") and the Federal Reserve Bank BFR Federal funds sold depos
may be maintained at the FHLB. At September 301282 Company had no federal funds sold.

The total of mortgagbacked securities and investment securities availfdy sale increased $112.4 million, or 22.2% $819.:
million at September 30, 2011, as investment puseb@xceeded related maturities, sales, and painedy downs. The Comparsyportfolio o
investment securities available for sale consistsigrily of mortgagedacked securities, which have relatively short etge lives. Durin
fiscal 2011, the Company purchased $281.7 millibrmortgagebacked securities with average lives of five yeardess or stated fin
maturities of approximately 30 years or less and soortgagebacked securities in the amount of $54.8 milliam.alddition, the Compal
purchased $8.3 million of investment securities clshare comprised of corporate and tax exempt boSds. Note 3 to theNotes t
Consolidated Financial Statements,” which are idetuin Part Il, tem 8 “Consolidated Financial 8taents and Supplementary Datdthis
Annual Report on Form 10-K.

The Company's portfolio of net loans receivablerdased by $51.6 million, or 14.1%, to $314.4 milliat September 30, 2011 fr
$366.0 million at September 30, 2010. All loan gatées decreased due to broadly lower demand irCtrapanys markets, a reduction
purchased loans, and increased repayment and pnep&yspeeds given the lower interest rate enviromreee Note 4 to theNbtes t
Consolidated Financial Statements,” which is ineldidn Part Il, Item 8 “Consolidated Financial Stagsts and Supplementary Dataf’ this
Annual Report on Form 10-K.

The Company owns stock in the FHLB due to its mawstiiip and participation in this banking system. Twnpanys investment i
such stock decreased $0.6 million, or 10.3%, t@ $illion at September 30, 2011 from $5.3 millianSzptember 30, 2010. The decrease
due to a decrease in the level of borrowings froenRHLB, which require a calculated level of staokestment based on a formula determ
by the FHLB.

Insurance receivable decreased $1.4 million ateBelpér 30, 2011 to $2.3 million from $3.7 million September 30, 2010
management revised the expected receipt of insarpruceeds related to the purported MetaBank wext#f of deposits matter discloset
Item 3. “Legal Proceedings.”

Premises, furniture, and equipment decreased $#lidmto $17.2 million at September 30, 2011 fr&19.4 million at September !
2010 due to depreciation exceeding purchases.

Foreclosed real estate and repossessed assetssegnti® $2.7 million as compared to $1.3 milliorBaptember 30, 2010 due to
foreclosure of assets and loan collateral reladgatéviously reported non-performing loans excegdales and write offs.

Goodwill and intangible assets decreased $1.3amijllor 50.6%, to $1.3 million at September 30, 2@A4sed upon the Companry’
periodic goodwill impairment testing, it was detémed that the Retail Bank goodwill was impairedeT®ompany wroteff the entire amou
of $1.5 million during the first quarter of fisc2011 due primarily to the decline in stock pricala Company at that time.

Total deposits increased by $244.2 million, or 24,20 $1.1 billion at September 30, 2011 from $897iillion at September 30, 20
During fiscal 2011, the Company continued to gresMéw- and nocost deposit portfolio. Deposits attributable to #®ere up $270.0 millio
or 41.2%, at September 30, 2011, as compared te®@bpr 30, 2010. This increase results from grawtkxisting prepaid card programs.
mentioned previously, it is unclear what the lesfeMPS-generated deposits will be in fiscal 2012.

The Companys total borrowings decreased $11.8 million, or 28.8rom $41.2 million at September 30, 2010 to $#2®illion a

September 30, 2011, primarily due to the growtldegosits. See Notes 8, 9, and 10 to the “Notesots@lidated Financial Statementahich
is included in Part Il, Item 8 “Consolidated FinaiStatements and Supplementary Data” of this AahReport on Form 10-K.
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At September 30, 2011, the Company’s stockholdsgsity totaled $80.6 million, up $8.6 million fro#72.0 million at September !
2010. The increase was related to a favorable @&amthe accumulated other comprehensive loss®Ctmpanys available for sale portfol
and offset, in part, by the payment of cash divitteenn the Compang’common stock. At September 30, 2011, the Bankiraogs to me:
regulatory requirements for classification as aliwapitalized institution. See Note 14 to the “Not® Consolidated Financial Statements,”
which is included in Part Il, Item 8 “ConsolidatEohancial Statements and Supplementary Data” efAlninual Report on Form 10-K.

Results of Operations

The following discussion of the Company's ResultsOperations should be read in conjunction with Seected Consolidat
Financial Information and Consolidated Financiat&ments and the related notes included in thissAhReport on Form 10-K.

The Company's Results of Operations are dependenéinterest income, provision for loan losses)-imterest income, noimeres
expense, and income tax expense. Net interest imésrme difference, or spread, between the aveyide on interestarning assets and
average rate paid on interdstaring liabilities. The interest rate spread ie@éd by regulatory, economic, and competitivetdes tha
influence interest rates, loan demand, and deflogis. Notwithstanding that a significant amounttilé Companys deposits pay low rates
interest, the Company, like other financial instdnos, is subject to interest rate risk to the ekthat its interesearning assets mature or rep
at different times, or on a different basis, themimterest-bearing liabilities. The Company’s rinterest income decreased in fiscal 201
compared to fiscal 2010, and improved significamtlyfiscal 2010 as compared to fiscal 2009. Niatlerest expense, related primarily to «
processing expense, decreased in proportion toiterest income as compared to the prior fiscak.ydamore detailed explanation of -
factors responsible for results of operations ef@ompany is presented below.

The Company's noimterest income is derived primarily from prepa@d; credit products, and ATM fees attributabléMeS and fee
charged on bank loans and transaction accounts.ifibdme is offset by expenses, such as compensatit occupancy expenses assoc
with additional personnel and office locations adlwas card processing expenses attributable to.MB& lesser extent, nonterest income
derived from gains or losses on the sale of seéesrévailable for sale as well as the Company’slihgs of bank owned life insurance. Non-
interest expense is also impacted by occupancyaguaghment expenses, regulatory expenses, anddadalonsulting expenses.

Comparison of Operating Results for the Years Ended
September 30, 2011 and September 30, 2010

General. The Company recorded net income of $4.6 milliong®r49 per diluted share, for the year ended Sdpeer80, 2011 compared
$12.4 million, or $4.11 per diluted share, for tlear ended September 30, 2010. The decrease incoate in the current period was prima
caused by a decrease in non-interest income whérke wartially offset by a reduction in the provisifor loan losses and a reduction in non-
interest expenses. In addition, net interest incomoeased $1.2 million as compared to the prexdi year.

Net Interest IncomeNet interest income for fiscal 2011 increased by2$tillion, or 3.7%, to $34.3 million from $33.1 iion for the prio
fiscal year. Net interest margin decreased to 3.Rifiscal 2011 as compared to 3.43% in fiscal 2010

The Companys average earning assets increased $104.4 mitiod0.8%, to $1.1 billion during fiscal 2011 fron9@.6 millior
during fiscal 2010. The increase is primarily tlesult of the increase in the Company’s mortgbgeked securities portfolio. Overall, a
yields declined by 40 basis points due to lowerage rates. The increase in average earning asastsffset by a change in the mix of ear
assets, to more investment securities and fewems|loand a decrease in yields in mortghgeked securities and other investme
Additionally, the prior fiscal year also includduketeffect of taxelated loans which were not present after Oct@Be2010 in the current fisc
year.
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The Company’s average total deposits and intdreating liabilities increased $99.5 million, or 8%, to $1.0 billion during fisc
2011 from $935.3 million during fiscal 2010. Theilease resulted mainly from an increase in the Gmyip non-interesbearing deposits. T
average outstanding balance of rioterest bearing deposits increased from $633.Bomiin fiscal 2010 to $780.9 million in fiscal 201The
Company’s cost of total deposits and intetasaring liabilities declined 18 basis points to83#during fiscal 2011 from 0.64% during fis
2010 primarily due to continued migration to lowdam-cost deposits provided by MPS.
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Average Balances, Interest Rates, and Yields

The following table presents, for the periods iatkel, the total dollar amount of interest inconmrfraverage interegtarning asse
and the resulting yields, as well as the interegtease on average interdmaring liabilities, expressed both in dollars aates. No ta
equivalent adjustments have been made. Non-Acctaargs have been included in the table as loamgingra zero yield.

Year Ended Septembe!

30, 2011 2010 2009
(Dollars in Thousands Average Interest Average Interest Average Interest
Outstandine  Earned. Yield/ Outstandine  Earned ., Yield/ Outstandine  Earned. Yield/
Balance Paid Rate Balance Paid Rate Balance Paid Rate

Interest-earning assets

Loans receivabl $ 338,11+ $ 19,65¢ 5.81% $ 402,75( $ 24,94« 6.19% $ 423,91! $ 25,56 6.05%
Mortgage-backed
securities 549,37: 18,36: 3.3%% 422,90:¢ 13,37( 3.16% 259,26! 10,23( 3.95%
Other investment 181,51« 1,04 0.57% 138,91} 76¢ 0.55% 111,91( 93t 0.8%
Total interest-earning
assets 1,069,00: $ 39,05¢ 3.65% 964,56¢ $ 39,08: 4.05% 795,09 $ 36,72¢ 4.62%
Non-interes-earning
assets 67,11« 49,73¢ 68,187
Total assets $1,136,11 $ 1,014,30: $ 863,27
Nor-interest bearing
deposits $ 780,94 % - 0.0(% $ 633,24¢ $ - 0.0(% $ 490,65. $ - 0.0(%
Interest-bearing
liabilities:
Interes-bearing
checking 32,717 40¢ 1.25% 21,16¢ 25¢ 1.272% 15,79t 39 0.25%
Savings 11,24¢ 37 0.32% 10,43 34 0.32% 9,73¢ 38 0.3%9%
Money market: 34,97¢ 234 0.67% 34,718 29z 0.84% 38,55¢ 41F 1.08%
Time deposit: 119,31¢ 2,38¢ 2.0(% 136,40¢ 3,324 2.48% 146,64 4,84¢ 3.31%
FHLB advance: 39,31¢ 1,181 3.0(% 76,31: 1,55¢ 2.00% 66,27: 2,627 3.96%
Other borrowings 16,32: 497 3.04% 23,02: 527 2.25% 32,47 93¢ 2.85%
Total interest-bearing
liabilities 253,89¢ 4,745 1.87% 302,05 5,99: 1.9&% 309,48: 8,907 2.88%

Total deposits and
interest-bearing

liabilities 1,034,83 $ 4,74 0.4€% 935,30: $ 5,99: 0.64% 800,13! $ 8,90 1.11%
Other non-interest
bearing liabilities 19,95¢ 18,81 16,38:
Total liabilities 1,054,79. 954,11¢ 816,51¢
Shareholders' equi 81,32 60,19( 46,75¢
Total liabilities and
shareholders' equity  $ 1,136,11 $ 1,014,30: $ 863,27

Net interest income ar
net interest rate spreac
including non-interest
bearing deposits $ 34,31: 3.1<% $ 33,09( 3.41% $ 27,81¢ 3.51%

Net interest margin 3.21% 3.4% 3.5(%
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Rate / Volume Analysis

The following schedule presents the dollar amotimhanges in interest income and interest expemsméjor components of interest-
earning assets and interésaring liabilities. It distinguishes between therease related to higher outstanding balanceshaiddue to th
levels and volatility of interest rates. For eactegory of interest-earning assets and intdseating liabilities, information is provided
changes attributable to (i) changes in volume @leanges in volume multiplied by old rate) and @ianges in rate (i.e. changes in
multiplied by old volume). For purposes of thisliglthanges attributable to both rate and voluragg¢hnnot be segregated have been allo
proportionately to the change due to volume ancti@nge due to rate.

Rate / Volume

Year Ended September 30 2011 vs. 201! 2010 vs. 200!
(Dollars in Thousands
Increase Increase Total Increase Increase Total
(Decrease (Decreast Increase (Decreast (Decreast Increase
Due tc Due tc
Volume Due to Rat (Decrease Volume Due to Rat (Decrease
Interest-earning assets
Loans receivabl $ (3,820 $ (1,469 $ (5,290 $ 1,319 $ 70C $ (617)
Mortgage-backed securitie 4,19% 79¢ 4,99 4,59 (1,45%) 3,14(
Other investments 24k 29 274 38k (551) (16€)
Total interest-earning assets $ 61z $ (636) $ (24) $ 3,66 $ (1,309 $ 2,351
Interest-bearing liabilities
Interes-bearing checkin $ 144 $ 7 9% 151 $ 18 $ 20z $ 22(C
Savings 3 - 3 3 @) (4)
Money markett 2 (60) (58) (38 (85) (229)
Time deposit: (389 (552) (935) (320) (1,20%) (1,525
FHLB advance: (12,867) 12,48 (377) 48€ (1,55%) (2,06¢)
Other borrowings 24C (270 (30) (241 (172) (413)
Total interest-bearing liabilities $ (12,859 $ 11,60¢ $ (1,246) $ 92 $ (2,822) $ (2,919

Net effect on net interest incomx $ 13467 $ (12,24%) $ 1,22: $ 3,751 $ 151/ $ 5,271

Provision for Loan Lossesln fiscal 2011, the Company recorded a provisianléan losses of $0.3 million, compared to $15.8iom for
fiscal 2010. The MPS division had a reduction ot $1million when comparing the fiscal 2011 to tise&l 2010 provision, primarily becau
the Bank did not offer iAdvance and teadated loan programs after October 13, 2010. liiteah, the Retail Bank had a reduction of $
million when comparing the fiscal 2011 to the fis2@10 provision.

Management closely monitors economic developmeuatts kegionally and nationwide, and considers tiastors when assessing
adequacy of its allowance for loan losses (“ALLWYhile the Company has no direct exposure to @itme mortgage loans, managen
believes the current recessionary environment rvaynsthe financial condition of some borrowers.rnidgement therefore believes that fu
losses in the residential portfolio may be somewtgher than historical experience. Concerns reggrthe economic slowdown, have
management to the conclusion that future lossés tommercial and mulfiamily and commercial business portfolio may be satmat highe
than historical experience. On the other hand,ectrtrends in agricultural markets remain reasanadigher commodity prices as well
average to above average yields created positimeoedic conditions for most farmers in our market2011. Nonetheless, management
expects that future losses within the agricultogdrating portfolio, which have been very low, abbk higher than recent historical experie
Management believes that the aforementioned remessay also negatively impact consumeepayment capacities. Additionally, a siz:
portion of the Compang’ consumer loan portfolio is secured by residengal estate, as discussed above, which is antarba closel
monitored by management in view of its stated comceDespite our efforts to monitor our credits, sa@ offer no assurance that loan loss
fiscal 2012 and thereafter will not exceed thetreddy low levels of such losses taken in fiscal 20

The allowance for loan losses established in cdiorewith MPS operations results from an estimatioocess that evaluates rele\
characteristics of its credit portfolio. We congidgher internal and external environmental facgush as changes in operations or pers:
and economic events that may affect the adequatlyecdllowance for credit losses. Adjustments ahlowance for loan losses are reco
periodically based on the result of this estimatiwacess. Due to the varied and unknown naturestmidtures of future credit programs,
exact methodology to determine the ALL for eachgpam will not be identical. Each program may haiffedng levels of risk, definitions «
delinquency and loss, inclusion/exclusion of créditeau criteria, roll rate migration dynamics,. &anilarly, the additional capital requirec
offset the increased risk in subprime lending d@itis may vary by credit program. Each programvialgated separately and with potenti
different methodologies. For example, the increag®alge-offs for MPS credit in fiscal 2010 resulggimarily from preseason tax loans
sub-prime borrowers that peaked in January 201Magament was praetive and established a provision for loan logsethese loans duril
the tax pre-season offering period. The majorityhaf charge-offs for these pseason tax loans were recorded against the allevandoar
losses in the third quarter of fiscal 2010. Thergheoffs were in accordance with management’s egpiecs of the pre-season tax program.
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Management believes that, based on a detailedwenfi¢he loan portfolio, historic loan losses, amnreconomic conditions, the siz¢
the loan portfolio, and other factors, the currieniel of the allowance for loan losses at Septen3@er2011 reflects an adequate allow:
against probable losses from the loan portfolighdligh the Company maintains its allowance for llmmses at a level that it considers ti
adequate, investors and others are cautioned hiea¢ ttan be no assurance that future losses willexceed estimated amounts, or
additional provisions for loan losses will not leguired in future periods. In addition, the Compardetermination of the allowance for I
losses is subject to review by its regulatory agesiadhe OCC and the Federal Reserve, which canireethe establishment of additio
general or specific allowances.

Non-Interest Income.Non-nterest income decreased by $39.9 million, or %d.® $57.5 million for fiscal 2011 from $97.4 nwlh for fisca
2010.

The decline in card fees of $39.3 million in fis@Ql11 as compared to fiscal 2010 was primarily tlu¢he discontinuance of t
iAdvance and certain tapelated programs in the MPS segment and the regeiment of $4.8 million in card fees related to pineviously
disclosed OTS administrative actions related taAldwance program.

as compared to $93.2 million for fiscal 2010

In addition, the Bank recorded a gain on sale ofigges available for sale of $1.8 million in fed2011 as compared to gain on sa
$2.1 million in the prior fiscal year.

Non-Interest ExpenseNon-interest expense decreased by $11.7 million, 3%2to $83.3 million for fiscal 2011 from $94.9 figh for the
same period in fiscal 2010.

Compensation expense totaled $30.5 million forafig011 as compared to $32.5 million for fiscal @0@verall staffing is 6% low
than at September 30, 2010.

The reduction was primarily attributable to a regucin card processing expense, which declined$llion from $38.2 million il
fiscal 2010 to $23.3 million in fiscal 2011 duette discontinuance of the iAdvance and tabated programs that were previously discls
above. These expenses primarily stem from prepaid and creditelated programs managed by MPS. Other card priogesgpense increas
are attributable to settlement functions for vdhealing, card sales and anticipated growth of axjgproducts.

The Companys occupancy and equipment expense totaled $8.bmidr fiscal 2011 as compared to $8.2 million fiscal 2010. Th
increase was due to supporting existing produesliand increasing market penetration of MPS predard services.

Goodwill impairment expense was recorded for teedi 20110f $1.5 million due to the Retail Bankraegt's write off of goodwil
due to impairment related primarily to the recestlohe in stock price of the Company in the quagteded December 31, 2010.
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On December 9, 2010, the Bank discovered that twe transfers 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 receivdl#6.5 million for the balance of the fraud.

During the third quarter of fiscal 2011, the Compaecorded as card processing expense a civil mpaeglty of $0.4 million as p:
of the overall OTS-related settlement of admintsteaactions.

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

The Company settled the Guardian Angel Credit UnidvietaBank lawsuit which resulted in an increasether noninterest expel
in the fourth quarter of fiscal 2011 of $1.6 millias compared to no expense in fiscal 2010.

Income Tax Expenselncome tax expense for fiscal 2011 was $3.6 millmman effective tax rate of 43.8%, compared taxeexpense of $7
million, or an effective tax rate of 37.4%, in fd2010. The change in tax expense is primarily tdude change in net income before inc
tax expense. The Compasyrecorded income tax expense was also impactethply by permanent differences between book amdlta
income. The Compang’'recorded income tax expense and the effectiveaxwas impacted by permanent differences betveeak an
taxable income primarily related to the write offgmodwill of $1.5 million and the assessment of4$illion. The nature and timing of {
items discussed above resulted in a higher effectix rate for fiscal 2011 compared to fiscal 2010.

Comparison of Operating Results for the Years Ended
September 30, 2010 and September 30, 2009

General. The Company recorded net income of $12.4 millian$4.11 per diluted share, for the year ended Sdpte 30, 2010 compared t
loss of $1.5 million, or $0.56 per diluted sharey, the year ended September 30, 2009. The inciaaset income in the current period \
primarily caused by an increase in niaterest income and a reduction in the provisianidan losses which were partially offset by arréas:
in non-interest expense. In addition, net inteiresdme increased $5.3 million as compared to thar fiscal year.

Net Interest IncomeNet interest income for fiscal 2010 increased by $8illion, or 18.9%, to $33.1 million from $27.8illion for the priol
fiscal year. Net interest margin decreased sligiutl$.43% in fiscal year 2010 as compared to 3.50%scal year 2009.

The Companys average earning assets increased $169.5 mitho21.3%, to $964.6 million during fiscal year 20ft6m $795..
million during fiscal year 2009. The increase igmarily the result of the increase in the Companysrtgagebacked securities portfol
Overall, asset yields declined by 57 basis poines td lower average rates. The increase in avezageng assets was offset by a change i
mix of earning assets, to more investment secaritied fewer loans, and a decrease in yields ingagebacked securities and ot
investments.

The Company’s average total deposits and intdreating liabilities increased $135.2 million, or9%, to $935.3 million during fisc
year 2010 from $800.1 million during fiscal year0®0 The increase resulted mainly from an increasthé Compar’s non-interesbearing
deposits. The Company’s cost of total deposits iatetestbearing liabilities declined 47 basis points to4046during fiscal year 2010 frc
1.11% during fiscal year 2009 primarily due to donéd migration to low and no-cost deposits proditg MPS.

Provision for Loan Lossesln fiscal 2010, the Company recorded a provisianldan losses of $15.8 million, compared to $18illian for
fiscal 2009. $11.4 million of the fiscal 2010 prsain related to MPS, of which $9.9 million relateshe completion of a loan program offe
in collaboration with MPS'’s tax preparation partméth all appropriate accounts now chargstj-consistent with our policy. There are no |
balances or allowance remaining for this prograrofé&&eptember 30, 2010.

75




Table of Content

Management closely monitors economic developmeutts kegionally and nationwide, and considers tHastors when assessing
adequacy of its allowance for loan losses. Whike @ompany has no direct exposure to ptibre mortgage loans, management believe
current recessionary environment may strain thaniiial condition of some borrowers. Managementetioee believes that future losses in
residential portfolio may be somewhat higher thatohnical experience. Concerns regarding the ecamstowdown, have led managemer
the conclusion that future losses in its commerara multifamily and commercial business portfolio may be eamat higher than historic
experience. On the other hand, current trends iiicwtural markets remain reasonable. Higher comitygatices as well as average to ak
average yields created positive economic conditfonsnost farmers in our markets in 2009. Nonetb&lenanagement still expects that fu
losses in this portfolio, which have been very loeguld be higher than recent historical experiendanagement believes that
aforementioned recession may also negatively impaosumers’ repayment capacities. Additionally,izatde portion of the Compary’
consumer loan portfolio is secured by residentall lestate, as discussed above, which is an arfea ¢tosely monitored by managemer
view of its stated concerns.

The allowance for loan losses established in caioreavith MPS operations results from an estimatioocess that evaluates rele\
characteristics of its credit portfolio(s). MPS esifers other internal and external environmentatoi@ such as changes in operatior
personnel and economic events that may affectdequacy of the allowance for credit losses. Adjesits to the allowance for loan losses
recorded periodically based on the result of tlaSn@ation process. Due to the varied and unknowmraaand structures of future cre
programs, the exact methodology to determine the folr each program will not be identical. Each marg may have differing levels of ri:
definitions of delinquency and loss, inclusion/ewsibn of credit bureau criteria, roll rate migratidynamics, etc. Similarly, the additio
capital required to offset the increased risk ibmime lending activities may vary by credit pragraEach program will need to be evalui
separately and with potentially different methodids. The increased charge-offs for MPS creditltedyprimarily from preseason tax loans
sub-prime borrowers that peaked in January 201hagament was practive and established a provision for loan lo$sethese loans durit
the tax pre-season offering period. The majorityhaf charge-offs for these pseason tax loans were recorded against the allevandoar
losses in the third quarter of fiscal 2010. Thergheoffs were in accordance with management’s egpiecs of the pre-season tax program.

Management believes that, based on a detailedwenfi¢he loan portfolio, historic loan losses, @ntreconomic conditions, the size
the loan portfolio, and other factors, the curreniel of the allowance for loan losses at Septen®@er2010 reflects an adequate allow:
against probable losses from the loan portfolighdligh the Company maintains its allowance for llmmses at a level that it considers ti
adequate, investors and others are cautioned lieat ttan be no assurance that future losses willexceed estimated amounts, or
additional provisions for loan losses will not lezuired in future periods. In addition, the Comparmetermination of the allowance for i
losses is subject to review by its regulatory agesjavhich can require the establishment of aduitigeneral or specific allowances.

Non-Interest Income.Non-nterest income increased by $17.4 million, or 24,.% $97.4 million for fiscal 2010 from $80.0 nidlh for fisca
2009. Fees earned on prepaid debit cards, cremtiipts and other payment systems products anccesmviere $93.2 million for fiscal 2010
compared to $77.5 million for fiscal 2009.

In addition, the Bank recorded a gain on sale ofigges available for sale of $2.1 million in f&d2010 as compared to gain on sa
$0.8 million in the prior fiscal year.

Non-Interest ExpenseNon-nterest expense increased by $3.8 million, or 4.2%494.9 million for fiscal 2010 from $91.1 mih for the sarr
period in fiscal year 2009.

Compensation expense totaled $32.5 million forafis2010 as compared to $32.7 million for fiscal 20th January 2010 the
Company eliminated 47 positions in MPS. The redurctin compensation expense is expected to amoumeaoly $5.0 million, on ¢
annualized basis, as a result of this action.

Costs associated with the operational support af-edated products at MPS also increased. Card psoapexpenses totaled $3

million for fiscal 2010 as compared to $33.5 mitlidor fiscal 2009. These expenses primarily steamfiprepaid card and credlatec
programs managed by MPS. Other card processingisgprcreases are attributable to settlement fumetior value loading and card sales.
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The Companys occupancy and equipment expense totaled $8.bmidr fiscal 2010 as compared to $8.0 million fiscal 2009. Th
increase was due to supporting new product linesrasreasing market penetration of MPS productssamdices.

Income Tax Expense (Benefitincome tax expense for fiscal 2010 was $7.4 millmman effective tax rate of 37.4%, compared taxsbenefi
of $0.5 million, or an effective tax rate of 27.1#,fiscal 2009. The change in tax expense is milgndue to the change in net income be
income tax expense. The Companyécorded income tax expense was also impactetaply by permanent differences between book
taxable income.

Critical Accounting Policies

The Companys financial statements are prepared in accordarite @AAP. The financial information contained withithes
statements is, to a significant extent, financbimation that is based on approximate measurdleofinancial effects of transactions
events that have already occurred. Based on itsideration of accounting policies that: (i) involtree most complex and subjective decis
and assessments which may be uncertain at thethienestimate was made, and (ii) different estimtiasreasonably could have been ust
the current period, or changes in the accountitighate that are reasonably likely to occur fromigeto period, would have a material img
on the financial statements, management has itkshtifie policies described below as Critical Acamm Policies. This discussion should
read in conjunction with the Company’s financiatetnents and the accompanying notes presentedtil,igem 8 “Consolidated Financi
Statements and Supplementary Data” contained herein

Allowance for Loan Losse$he Companys allowance for loan loss methodology incorporaesriety of risk considerations, b
guantitative and qualitative, in establishing atowhnce for loan loss that management believespimopriate at each reporting di
Quantitative factors include the Company’s histritoss experience, delinquency and chasffetrends, collateral values, change:
nonperforming loans, and other factors. Quantigafactors also incorporate known information abiadividual loans, including borrowers’
sensitivity to interest rate movements. Qualitatfgetors include the general economic environmanthe Companyg markets, includir
economic conditions throughout the Midwest andpanticular, the state of certain industries. Sind aomplexity of individual credits
relation to loan structure, existing loan policiaed pace of portfolio growth are other qualitafi@etors that are considered in the methodo
As the Company adds new products and increasethplexity of its loan portfolio, it will enhancesimethodology accordingly. Managerr
may have reported a materially different amounttii@r provision for loan losses in the statemerdpsErations to change the allowance for
losses if its assessment of the above factors diffezent. Although management believes the leeélhe allowance as of both Septembel
2011 and September 30, 2010 were adequate to apsuyhble losses inherent in the loan portfolidealine in local economic conditions
other factors could result in increasing losses.

Goodwill and Intangible Asset&oodwill represents the excess of acquisition cos&s the fair value of the net assets acquirea
purchase acquisition. Intangible assets includentatfiled by the MPS Division. Goodwill and intalolg assets are tested annually
impairment or more often if conditions indicate asgible impairment. Determining the fair value ofegorting unit involves the use
significant estimates and assumptions. These estirand assumptions include revenue growth ratgéperating margins used to calcu
future cash flows, risk-adjusted discount rateg,ris economic and market conditions, comparisothef Companys market value to bor
value and determination of appropriate market coaigas. Actual future results may differ from thestimates.

Each quarter the Company evaluates the estimaifdlues of intangible assets and whether eventshanges in circumstan:
warrant a revision to the remaining periods of dimation. In accordance with Accounting Standardsliication (“ASC") 350,Accounting fo
the Impairment or Disposal of Long-Lived Assetscoverability of these assets is measured bypaoison of the carrying amount of the a
to the future undiscounted cash flows the assetpected to generate. If the asset is considerbd tmpaired, the amount of any impairmel
measured as the difference between the carryinge\aald the fair value of the impaired asset.

Assumptions and estimates about future values emeining useful lives of the Company’s intangibtel ather longived assets a
complex and subjective. They can be affected bwrety of factors, including external factors suah industry and economic trends,
internal factors such as changes in the Compaby'siness strategy and internal forecasts. Althabhg Company believes the histor
assumptions and estimates used are reasonablepanopgdate, different assumptions and estimateddcaaterially impact the report
financial results.
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Self-InsuranceThe Company has a seétfsured healthcare plan for its employees up ttagelimits. To mitigate a portion of the
risks, the Company has a stlyss insurance policy through a commercial insugacearrier for coverage in excess of $55,000 pewidaal
occurrence with an unlimited lifetime maximum. Thstimate of selfasurance liability is based upon known claims amd estimate «
incurred, but not reported (“IBNR§laims. IBNR claims are estimated using histordalms lag information received by a third partgiwis
administrator. Due to the uncertainty of healthinokg the approach includes a process which magrdsifynificantly from other methodolog
and still produce an estimate in accordance wittABAAlthough management believes it uses the Inéstmation available to determine
accrual, unforeseen health claims could resultjosiments to the accrual.

Deferred Tax Asset3he Company accounts for income taxes accordingaa@sset and liability method. Under this mettusterre:
tax assets and liabilities are recognized for tteiré tax consequences attributable to differetmdween the financial statement carn
amounts of existing assets and liabilities andrtrexipective tax basis. Deferred tax assets ahilities are measured using the enacted tax
applicable to income for the years in which thosmporary differences are expected to be recoveresetled. Deferred tax assets
recognized subject to management’s judgment tladizegion is more-likely-thamot. An estimate of probable income tax benefit thill not
be realized in future years is required in detemgjrihe necessity for a valuation allowance. Theas no deferred tax valuation allowanc
September 30, 2011 and 2010.

Security ImpairmentManagement continually monitors the investment ggcportfolio for impairment on a security by seity basis
Management has a process in place to identify g@=uthat could potentially have a credit impairmhéhat is other than temporary. T
process involves the length of time and extentliictvthe fair value has been less than the amdrtizst basis, review of available informa
regarding the financial position of the issuer, itamng the rating of the security, cash flow pmjens, and the Company's intent to st
security or whether it is more likely than not thempany will be required to sell the security beftre recovery of its amortized cost whict
some cases, may extend to maturity. To the exterdetermine that a security is deemed to be ol@rtemporarily impaired, an impairme
loss is recognized. If the Company intends to @edecurity or it is more likely than not that then@pany would be required to sell a sect
before the recovery of its amortized cost, less @nyent period credit loss, the Company recognae®ther-thaiemporary impairment
earnings for the difference between amortized andtfair value. If we do not expect to recoverdhgortized cost basis, we do not plan to
the security and if it is not more likely than ribat the Company would be required to sell a secbefore the recovery of its amortized c
less any current period credit loss, the recogmitd the other-thatemporary impairment is bifurcated. For those séegt the Compar
separates the total impairment into a credit loaasgonent recognized in earnings, and the amourithefloss related to other factor:
recognized in other comprehensive income net af¢ax

The amount of the credit loss component of a debtirsty impairment is estimated as the differeneeveen amortized cost and
present value of the expected cash flows of therigc The present value is determined using th& bstimate cash flows discounted al
effective interest rate implicit to the securitytla¢ date of purchase or the current yield to deaa assetacked or floating rate security. C
flow estimates for trust preferred securities aeeivtd from scenaritbased outcomes of forecasted default rates, lossrige prepaymel
speeds and structural support.

In fiscal 2011, there were no other than tempoiargairment losses. In fiscal 2010, the other themporary impairment loss
recognized in earnings was $350,000. There weher than temporary impairment losses in fisc&8l20

Level 3 Fair Value Measuremer@®AAP requires the Company to measure the fair valfuBnancial instruments under a stanc
which describes three levels of inputs that mayded to measure fair value. Level 3 measuremehitdas significant unobservable inputs
reflect the Company's own assumptions about thengstions that market participants would use inipgan asset or liability. Level 3 ass
and liabilities include financial instruments whosaue is determined using pricing models, discedrtash flow methodologies, or sim
techniques, as well as instruments for which thterdgination of fair value requires significant mgaement judgment or estimation. Althot
management believes that it uses a best estimatdoniation available to determine faialue, due to the uncertainty of future events
approach includes a process that may differ sicpuifily from other methodologies and still produceestimate that is in accordance \
GAAP.
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Net Portfolio Value.

Asset/Liability and Risk Managemelmtterest rate risk is the most significant marksk affecting the Company. Other types of me
risk, such as foreign currency exchange rate rigk @mmodity price risk, do not arise in the norroalrse of the Company's busir
activities. The Bank, like other financial instituts, is subject to interest rate risk to the ektbat its interest-bearing liabilities with shoatac
medium-term maturities mature or reprice more fgpitlan its interesearning assets. The Company does not currentlygengatradin
activities to control interest rate risk althougimiay do so in the future, if deemed necessargetp manage interest rate risk.

As a continuing part of its financial strategy, tBank considers methods of managing this assalifjaimismatch consistent wi
maintaining acceptable levels of net interest ineotm order to properly monitor interest rate righe Board of Directors has createc
Investment Committee whose principal responsibiitare to assess the Bank's asset/liability mixiaapdement strategies that will enha
income while managing the Bank's vulnerability taeges in interest rates. In managing market ngkthe asset/liability mix, the Bank |
placed its emphasis on developing a portfolio inclvhto the extent practicable, assets and ligdgliteprice within similar periods. The goa
this policy is to provide a relatively consistert/¢l of net interest income in varying intereseraycles and to minimize the potential
significant fluctuations from period to period. Caygproach used to quantify interest rate risk ésBank's net portfolio value ("NPV") analy:
In essence, this analysis calculates the differ&eteeen the present value of the liabilities dmelgresent value of expected cash flows
assets and off-balance sheet contracts.

Even if interest rates change in the designateduatspthere can be no assurance that the Compassets and liabilities wou
perform as set forth below. In addition, a chang®iS. Treasury rates in the designated amountsvguanied by a change in the shape o
Treasury yield curve would cause significantly eliiint changes to the NPV than indicated below.

Presented below, as of September 30, 2011 and 20&f,analysis of the Bank's interest rate riskneasured by changes in NPV
an instantaneous and sustained parallel shiftenyteld curve, in 100 basis point increments, ug dawn 200 basis points. Down 100 b
points and down 200 basis points are not preseimte@eptember 30, 2011 and 2010 due to the extsefoel rate environment. At bc
September 30, 2011 and 2010, the Barnikterest rate risk profile was within the intéresnsitivity limits set by the Board of Directas liste:
below. As of September 30, 2011, the Bank’s intenage risk profile was within the limits set fortly the regulatory agencies.

September 30, 201, September 30, 201
Estimated Increase Estimated Increase
Estimated (Decrease) in NP\ Estimated (Decrease) in NP\
Change in NPV Change in NPV
Interest
Rates Amount Amount Percent Interest Rates Amount Amount Percent
(Dollars in (Dollars in
Thousands Thousands
Basis Points Basis Points
+200 by 129,69¢ 32,17« 32.99% +20(Cbp 79,62 7,624 10.5%
+100 by 121,36: 23,83¢ 24.40% +10Cbp 83,851 11,85: 16.46%
- 97,52¢ - - - 71,99¢ - -

Certain shortcomings are inherent in the methodnaflysis presented in the table. For example, adthaertain assets and liabilil
may have similar maturities or periods to repri¢ithgey may react in different degrees to changesdrket interest rates. Also, the interest |
on certain types of assets and liabilities maytélate in advance of changes in market interess ratkile interest rates on other types ma
behind changes in market rates. Additionally, éeréssets, such as adjustable rate mortgage |lbams,features that restrict changes in int
rates on a shoterm basis and over the life of the asset. Furtbesmalthough management has estimated changhs Ievels of prepaymet
and early withdrawal in these rate environmentshdavels would likely deviate from those assumedalculating the table. Finally, the abi
of some borrowers to service their debt may deeréathe event of an interest rate increase.
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Asset Quality

It is management's belief, based on informatiorilavke at fiscal year end, that the Company's curasset quality is satisfactory.
September 30, 2011, non-performing assets, camgisfiimpaired/noraccruing loans, accruing loans delinquent 90 daysare, restructure
loans, foreclosed real estate, and repossessedmengroperty, totaled $15.9 million, or 1.2% ofaloassets, compared to $9.7 million
0.9% of total assets, at September 30, 2010.

Impaired/nonaccruing and restructured loans at September 30, fflaled $13.2 million. There were $2.7 millionforeclosed re
estate and repossessed assets at September 30, 2011

The Company maintains an allowance for loan lobgesuse of the potential that some loans may negfed in full. See Note 1
the “Notes to Consolidated Financial Statementdjictvis included in Part II, Item 8Consolidated Financial Statements and Suppleme
Data” of this Annual Report on Form ¥Q-At September 30, 2011, the Company had an alloedor loan losses in the amount of $4.9 mi
as compared to $5.2 million at September 30, 2BEhagemens periodic review of the adequacy of the allowafucdoan losses is based
various subjective and objective factors includthg Companys past loss experience, known and inherent riskiheénportfolio, adver:
situations that may affect the borrowsegbility to repay, the estimated value of any ulyiteg collateral, and current economic conditic
While management may allocate portions of the alowe for specifically identified problem loan siioas, the majority of the allowance
based on judgmental factors related to the ovérali portfolio and is available for any loan chagffs that may occur. As stated previou
there can be no assurance that future losses etikkxceed estimated amounts, or that additionaligions for loan losses will not be requi
in future periods. In addition, the Bank is subjecteview by the OCC, which has the authoritydquire management to make changes t
allowance for loan losses, and the Company is stitgesimilar review by the Federal Reserve.

In determining the allowance for loan losses, tlwen@any specifically identifies loans that it cores®lto have potential collectibil
problems. Based on criteria established by ASC 8&fhe of these loans are considered to be “impaimile others are not considered tc
impaired, but possess weaknesses that the Commdieyds merit additional analysis in establishihg allowance for loan losses. All ot
loans are evaluated by applying estimated lossgdt various pools of loans. The Company thenyaral other factors (such as econc
conditions) in determining the aggregate amounhefallowance needed.

At September 30, 2011, $2.1 million of the allowarficr loan losses was allocated to impaired logepesenting 10.3% of the rela
loan balances. See Note 4 of the “Notes to Cora@dl Financial Statements,” which is included imt Pla Item 8 “Consolidated Financi
Statements and Supplementary Data” of this Annegdd®R on Form 10k. $280,000 of the allowance was allocated to ottientified probler
loan situations, representing 1.3% of the relatedh Ibalances, and $2.5 million, representing 1.0%eorelated loan balances, was allocatt
the remaining overall loan portfolio based on histdl loss experience and general economic conditiét September 30, 2010, $1.3 millior
the allowance for loan losses was allocated to iregdoans, representing 9.7% of the related loalarizes. $606,000 was allocated to ¢
identified problem loan situations, and $3.3 miillivas allocated against losses from the overalh Ipartfolio based on historical Ic
experience and general economic conditions.

The Company maintains a loan review and classifingtrocess which involves multiple officers of tBempany and is designec
assess the general quality of credit underwritimd) to promote early identification of potential ptem loans. All loan officers are charged v
the responsibility of risk rating all loans in theortfolios and updating the ratings, positivelynegatively, on an ongoing basis as condi
warrant. A quarterly loan officer validation worlestt documents this process.

The level of potential problem loans is anothedprainant factor in determining the relative levérisk in the loan portfolio and
determining the appropriate level of the allowafmeloan losses. Potential problem loans are gdlyedefined by management to inch
loans rated as substandard by management butréhabaconsidered impaired (i.e., nonaccrual laardsaccruing troubled debt restructurin
however, there are circumstances present to cdeatet as to the ability of the borrower to complghwpresent repayment terms. The deci
of management to include performing loans in paaiptroblem loans does not necessarily mean tleaCbmpany expects losses to occur
that management recognizes a higher degree omssciated with these loans. The loans that hega beported as potential problem Ic
are predominantly commercial loans covering a digeiange of businesses and real estate propemg.tyt September 30, 2011, potel
problem loans totaled $7.0 million, compared to4$8illion at September 30, 2010. The $0.6 millinorease in potential problem loans s
September 30, 2010, was primarily due to a $0.8aniincrease in commercial real estate and maittiify, which is partially offset in all oth
loan categories. The level of potential problemnks highlights managemesttontinued heightened level of uncertainty ofghee at which
commercial credit may deteriorate, the duratiomsdget quality stress, and uncertainty around tigmitiede and scope of economic stress
may be felt by the Company’s customers and on Uyidgrreal estate values (both residential and cencial).
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Liquidity and Capital Resources

The Company's primary sources of funds are depdsitisowings, principal and interest payments centoand mortgageacke:
securities, and maturing investment securities. lgVeécheduled loan repayments and maturing investreme relatively predictable, dep:
flows and early loan repayments are influencedhieyl¢vel of interest rates, general economic candit and competition.

The Company relies on advertising, quality custosewvice, convenient locations, and competitiveipg to attract and retain
deposits and only solicits these deposits frompiimary market area. Based on its experience, thmpgany believes that its consui
checking, savings, and money market accounts &tviedy stable sources of deposits. The Compsuaility to attract and retain time depc
has been, and will continue to be, affected by etacknditions. However, the Company does not faresg/ significant retail funding isst
resulting from the sensitivity of time depositsstech market factors.

The Company is aware that the low- andoost checking deposits generated through MPS nraly aayreater degree of concentra
risk than traditional consumer checking depositsd@ite, the Company has not experienced any signifinet outflows related to MPS over
past seven years, though no assurance can be thiaethis will continue to be the case. As a resfiithe OTS administrative actions, i
possible that the Bank may experience migratiothosfl-parties with which it does business to other bahlet are able to operate with
restrictions. One such third party in fiscal 20th@unced its intention to diversify its businesghaugh it continues to maintain a stre
business relationship with the Bank. While no sudfrations have occurred in material amount sindes @estrictions were announcec
October 2010, we cannot predict the extent to whhitd-parties with whom we do business will migrate thmisiness to other banks, or
extent to which such migration will reduce our lamd no-cost deposits. If such reductions occurrimagerial amount, the Compagyfinancia
condition and results of operations could be adlgraffected.

The Bank is required by regulation to maintain isight liquidity to assure its safe and sound ofiena In the opinion of manageme
the Bank is in compliance with this requirement.

Liquidity management is both a daily and laegm function of the Company's management strat@tne Company adjusts
investments in liquid assets based upon managesresgessment of (i) expected loan demand, (iiptbgcted availability of purchased Ic
products, (iii) expected deposit flows, (iv) yieldgailable on interedtearing deposits, and (v) the objectives of itesability manageme
program. Excess liquidity is generally investedniterest-earning overnight deposits and other steonh government agency obligations. If
Company requires funds beyond its ability to geteethem internally, it has additional borrowing aejty with the FHLB and other wholes
funding sources. The Company is not aware of aggifitant trends in the Comparsyliquidity or its ability to borrow additional fuais if
needed.

By letter dated December 28, 2010, the OTS diretttedBank not to increase the amount of brokerguabsies from the amount it he
at December 28, 2010 without the prior written mdojection of the OTS Regional Director. The Bankewes it did not hold any broker
deposits on December 28, 2010 or thereafter andftite does not anticipate seeking approval. Atdihection of the OTS, the Bank reque:
the FDIC to confirm that deposits related to a #peprepaid program were not brokered deposite Bank has not yet received a reply f
FDIC. At the time the directive was issued, OTSfsdtated that it would not seek retroactively tdface the directive for any growth tl
occurs subsequent to December 28, 2010, given déin&'8request to the FDIC. The Bank tendered geest to the FDIC in December 2C
The Bank has been advised that the FDIC will caerside Bank's request in the context of its broaatustry reevaluation of brokered depc
in general. In addition, under current rules, i§ubstantial portion of the Bank's deposits aredrute be "brokered," and should the Ba
primary federal regulator decide to impose a forfimalividual minimum capital requirement or similformal requirement on the Ba
notwithstanding that the Bank is welipitalized, the Bank would be prohibited, abseaitver from the FDIC, from utilizing brokered depts:
In either event, unless the Bank receives reliefnfrits regulator or a waiver from the FDIC, sucheault could produce serious advt
consequences for the Bank from a liquidity standpaid could also have serious adverse effecth@rCompany's financial condition ¢
results of operations.
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The primary investing activities of the Company #re origination and purchase of loans and thehase of securities. During
years ended September 30, 2011, 2010 and 2009Cdhgany originated loans totaling $1.1 billion, Zillion, and $686.1 millior
respectively. Most of these loans were sold withegburse after origination. Purchases of loareleédt$5.8 million, $8.9 million, and $5(
million during the years ended September 30, 22010 and 2009, respectively. During the years er8imtember 30, 2011, 2010 and 2
the Company purchased mortgdgpeked securities and other securities availablsdte in the amount of $289.8 million, $437.3 il anc
$287.1 million, respectively.

At September 30, 2011, the Company had unfunded doanmitments of $48.0 million. See Note 15 to thNetes to Consolidat
Financial Statements,” which is included in Partitém 8 “Consolidated Financial Statements andp&upentary Datadf this Annual Repo
on Form 10K. Certificates of deposit scheduled to mature e gear or less from September 30, 2011 totaledd$6@lion. Based on i
historical experience, management believes tharafisant portion of such deposits will remain tvithe Company; however, there can b
assurance that the Company can retain all suchsidspdanagement believes that loan repayment #ret sources of funds will be adeqt
to meet the Company's foreseeable short- and lemgiquidity needs.

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

Less than 1 More than 5
Contractual Obligations Total year 1to 3 years 3to 5 years years
Time deposit $ 116,56: $ 62,357 $ 47,32¢ $ 6,877 $ =
Long-term debi 19,05t 8,05¢ 2,50( 1,50(¢ 7,00(
Operating lease 9,45¢ 1,54¢ 2,53¢ 2,27¢ 3,09¢
Subordinate debentur
Issued to capital tru: 10,31( - - - 10,31(
Data processing servic 4,117 1,94¢ 2,16¢ - -
Total $ 159,49 $ 73,90¢ $ 54,53! $ 10,65:! $ 20,40!

During July 2001, the Comparg/’'unconsolidated trust subsidiary, First Midwestakicial Capital Trust |, sold $10.0 million
floating rate cumulative preferred securities. Rguts from the sale were used to purchase subadinbentures of the Company, wl
mature in the year 2031, and are redeemable atimeyafter five years. The capital securities aguired to be redeemed on July 25, 2
however, the Company has the option to redeem.Cidmepany used the proceeds for general corporafgmpes. See Note 10 to thddtes t
Consolidated Financial Statements,” which is ineldidn Part Il, Item 8 “Consolidated Financial Stagsts and Supplementary Dataf’ this
Annual Report on Form 10-K.

The Company and the Bank met regulatory requiresnamtclassification as well capitalized institut® See Note 14 to th&lbtes t
Consolidated Financial Statements,” which is ineldidn Part II, Item 8 “Consolidated Financial Stagmts and Supplementary Dataf’this
Annual Report on Form 10-K.

The payment of dividends and repurchase of shaassthe effect of reducing stockholdeejuity. Prior to authorizing su
transactions, the Board of Directors considersetffiect the dividend or repurchase of shares woaldehon liquidity and regulatory cap
ratios. Further, the Company must seek the appaftile Federal Reserve prior to declaring divideadcapital distributions, or redeemin¢
purchasing Company equity stock.

At the Bank level, the Board of Directors has apprba goal of an 8% Tier 1 capital to adjusted @saets ratio during fiscal 2011.
September 30, 2011, the Bank’s Tier 1 capital jastidd total assets ratio was 6.38%, well in exoésise five percent minimum to attain well-
capitalized status and the Bank’s average Tiempltaldo adjusted total assets ratio was 7.0%. dueance can be provided that the Board of
Director’s goal will be achieved.
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Off-Balance Sheet Financing Arrangements

For discussion of the Company’s off-balance shéménting arrangements, see Note 15 Bbotes to Consolidated Financ
Statements,” which is included in Part Il, tem @chsolidated Financial Statements and Supplemedtaty” of this Annual Report on Fol
10-K. Depending on the extent to which the committeer contingencies described in Note 16 occur effiect on the Comparg/capital an
net income could be significant.

Impact of Inflation and Changing Prices

The Consolidated Financial Statements and Note®ttheresented in this Annual Report have beengpegpin accordance w
GAAP, which require the measurement of financiaifion and operating results in terms of historallars without considering the chang
the relative purchasing power of money over time ¢t inflation. The primary impact of inflation reflected in the increased cost of
Company's operations. Unlike most industrial congmnvirtually all the assets and liabilities oEt€ompany are monetary in nature. /
result, interest rates generally have a more samif impact on a financial institution's performarnthan do the effects of general level
inflation. Interest rates do not necessarily mavehe same direction, or to the same extent, apribes of goods and services.

Impact of New Accounting Standards

Accounting Standards Update No.2010-2Disclosures about the Credit Quality of FinancinReceivables and the Allowance for

Credit Losses" (ASC Topic 310).

This ASU required significant new disclosures abthé allowance for credit losses and the creditliguaf financing receivables. Tl
requirements are intended to enhance transparagarding credit losses and the credit quality @nl@and lease receivables. Under
statement, allowance for credit losses and faiuevadre to be disclosed by portfolio segment, whiledit quality information, impaire
financing receivables and nonaccrual status abe foresented by class of financing receivable.|Bssce of the nature and extent, the finar
impact and segment information of restructured $oaitl also be required. The disclosures are tpiesented at the level of disaggregation
management uses when assessing and monitoringttfelip's risk and performance. The Company adwbpkés update effective in the fi
quarter of fiscal 2011 and the adoption did notehawmaterial effect on the Company's consoliddteahtial condition, results of operation:
cash flow.

Accounting Standards Update No. 2011-01, "Deferlthe Effective Date of Disclosures about Troubl&gbt Restructurings in
Update No. 2010-20" (ASC Topic 310).
This ASU modified the effective date of complianeéh disclosure requirements related to troubletdelstructure reporting previou:
indicated in ASU 201@0. The new effective date for disclosing the regpiitroubled debt restructuring information is fiaterim and annu
periods ending after June 15, 2011. The Companptaddhis update effective in the fourth quartefiedal 2011 and the adoption did not h
a material effect on the Company's consolidateahiomal condition, results of operations or caskvflo

Accounting Standards Update No. 2011-0Receivables (Topic 310): A Creditor's DeterminatiohWhether a Restructuring Is a
Troubled Debt Restructuring
This ASU amends guidance for evaluating whetherréséructuring of a receivable by a creditor isaubled debt restructuring (TDR). 1
ASU responds to concerns that creditors are insterdly applying existing guidance for identifyiiddRs. ASU 201102 is effective for
public entity for the first interim or annual pediteginning on or after June 15, 2011. Retrospedjplication is required for restructuri
occurring on or after the beginning of the fiscahy of adoption for purposes of identifying andcltising TDRs. However, an entity sho
apply prospectively changes in the method usedlmutate impairment on receivables. At the same finadopts ASU 20102, a public entit
will be required to disclose the activity-basedomnfiation about TDRs that was previously deferredA8lJ No. 2011-01Deferral of thi
Effective Date of Disclosures about Troubled DegstRucturings in Update No. 20-20 . The Company adopted ASU 2002-for the interir
and annual period ending September 30, 2011. Toptiad did not have a material effect on the Comypauconsolidated financial conditic
results of operations, or cash flow.
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Accounting Standards Update No. 2011-03Transfer and Servicing (Topic 860): Reconsideratioof Effective Control fo
Repurchase Agreemen
This ASU applies to all entities that enter intoesments to transfer financial assets that botitieeahd obligate the transferor to repurchas
redeem the financial assets before their maturiyd arrangements). It focuses the transferassessment of effective control on its contra
rights and obligations by removing the requirenterdssess its ability to exercise those rightsomoh those obligations. The ASU is effec
for the first interim or annual period beginning enafter December 15, 2011. It is effective prasiely for transactions or modifications
existing transactions that occur on or after tlieotive date. The Company will adopt ASU 2003 for the interim period ending December
2011 and the Company does not expect the adoptidrate a material effect on the Compangbnsolidated financial condition, result
operations or cash flow.

Accounting Standards Update No. 2011-04&air Value Measurement (Topic 820): Amendments tebAeve Common Fair Valu
Measurement and Disclosure Requirements in U.S. GA&nd IFRSs
This ASU was issued concurrently with IFRS E3jr Value Measurementso provide largely identical guidance about faitue measureme
and disclosure requirements. The new standard®tdextend the use of fair value but, rather, previgdidance about how fair value shouli
applied where it already is required or permitteder IFRS or U.S. GAAP. For U.S. GAAP, most of thenges are clarifications of exist
guidance or wording changes to align with IFRS 13.

A public entity is required to apply the ASU prosfieely for interim and annual periods beginningeafDecember 15, 2011. Ee
adoption is not permitted. In the period of adoptia reporting entity will be required to disclasehange, if any, in valuation technique
related inputs that result from applying the ASW an quantify the total effect, if practicable. TBempany will adopt ASU 20104 for the
interim period ending December 31, 2011 and the @y does not expect the adoption to have a mhteifieact on the Company’
consolidated financial condition, results of opienag, or cash flow.

Accounting Standards Update No. 2011-0%;omprehensive Income (Topic 220): Presentation afprehensive Income
This ASU increases the prominence of other comprakie income in financial statements. Under thi2JASn entity will have the option
present the components of net income and compriteeimsome in either one or two consecutive finahstatements. The ASU eliminates
option in U.S. GAAP to present other comprehensizeme in the statement of changes in equity.

An entity should apply the ASU retrospectively. Fopublic entity, the ASU is effective for fiscadars, and interim periods witl
those years, beginning after December 15, 2011 Cidmpany will adopt ASU 2011-05 for the interim iperending December 31, 2011.

Accounting Standards Update No. 2011-08 “Intangible — Goodwill and Other” (ASC Topic 350).
The objective of this update is to simplify how igas test goodwill for impairment. This update addqualitative analysis to step one of
two-step process, which enables the Company to queadibatdetermine if it is more likely than not thgdodwill impairment exists, and if n
skip step two in determination of the amount ofdywitl impairment. The guidance is effective for aahand interim goodwill impairment te
performed for fiscal years beginning after Decentigr2011, but early adoption is permitted. The @any anticipates adopting this updat
the second quarter of fiscal 2012 and does notaixpe adoption to have a material effect on then@anys consolidated financial conditic
results of operations or cash flow.

ltem 7A. Quantitative and Qualitative Disclosure About Market Risk

As stated above, the Company derives a portioisoincome from the excess of interest collectedr averest paid. The rates
interest the Company earns on assets and payslilities generally are established contractuadly & period of time. Market interest re
change over time. Accordingly, the Compangesults of operations, like those of most finahitistitutions, are impacted by changes in int
rates and the interest rate sensitivity of its @saad liabilities. The risk associated with changeinterest rates and the Compangbility tc
adapt to these changes is known as interest eitamid is the Company’s only significant “markeaskr
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The Company monitors and measures its exposurendaoges in interest rates in order to comply witlpligable governme
regulations and risk policies established by tharBmf Directors, and in order to preserve stoottéoValue. In monitoring interest rate risk,
Company analyzes assets and liabilities based aracteristics including size, coupon rate, repgdi@quency, maturity date, and likelihoot
prepayment.

If the Companys assets mature or reprice more rapidly or to atgreextent than its liabilities, then net poriolialue and net intere
income would tend to increase during periods dhgigates and decrease during periods of fallingrést rates. Conversely, if the Company’
assets mature or reprice more slowly or to a lesggnt than its liabilities, then net portfoliolwa and net interest income would ten
decrease during periods of rising interest ratelsimerease during periods of falling interest rates

The Company currently focuses lending efforts tamariginating and purchasing competitively pricefjuatable-rate and fixethte
loan products with short to intermediate terms taturity, generally 5 years or less. This theordiicallows the Company to maintair
portfolio of loans that will have relatively littigensitivity to changes in the level of interesésawhile providing a reasonable spread to tht
of liabilities used to fund the loans.

The Company's primary objective for its investmpaottfolio is to provide a source of liquidity foheé Company. In addition, t
investment portfolio may be used in the managerogtite Companys interest rate risk profile. The investment polignerally calls for func
to be invested among various categories of sectyjitys and maturities based upon the Company'sfoediquidity, desire to achieve a proj
balance between minimizing risk while maximizingeld, the need to provide collateral for borrowingsd to fulfill the Company
asset/liability management goals.

The Company's cost of funds responds to changeserest rates due to the relatively shertm nature of its deposit portfolio, and
to the relatively short-term nature of its borrowfedds. The Company believes that its growing pdidfof low- or no€ost deposits provide:
stable and profitable funding vehicle, but alsojsats the Company to greater risk in a falling iegt rate environment than it would othen
have without this portfolio. This risk is due teetfact that, while asset yields may decrease alliag interest rate environment, the Comg
cannot significantly reduce interest costs assediatith these deposits, which thereby compresse<timpanys net interest margin. As
result of the Compang’new interest rate risk exposure in this regdmel Gompany has elected not to enter in to any pegelr term wholese
borrowings, and generally has not emphasized loteger time deposit products.

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

to which management adheres. There can be no assufdaowever, that, in the event of an adverse gham interest rates, the Compa
efforts to limit interest rate risk will be succhsds
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KPMG LLP

2500 Ruan Center
666 Grand Avenue
Des Moines, |IA 50309

Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidated nseatts of financial conditions of Meta Financial Gpo Inc. and subsidiaries as
September 30, 2011 and 2010, and the related d¢datmd statements of operations, comprehensivariagcghanges in stockholdeexjuity
and cash flows for each of the years in the tlyess- period ended September 30, 2011. These cdatali financial statements are
responsibility of the Company’management. Our responsibility is to expresspaman on these consolidated financial statemeased on ot
audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obt@asonable assurance about whether the finastaééments are free of mate
misstatement. An audit includes examining, on tliasis, evidence supporting the amounts and disis in the financial statements. An
also includes assessing the accounting princied and significant estimates made by managenemtekhas evaluating the overall finan:
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaereferred to above present fairly, in all materespects, the financial position of M
Financial Group, Inc. and subsidiaries as of Sept&n30, 2011 and 2010, and the results of its dpasaand its cash flows for each of
years in the thre-year period ended September 30, 2011, in confgrwith U.S. generally accepted accounting prinaple

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Boédnited States), Meta Financ
Group’s, Inc. internal control over financial repog as of September 30, 2011, based on critetagbkshed ininternal Control —Integratec
Frameworkissued by the Committee of Sponsoring Organizatafnthie Treadway Commission (COSO), and our regatéed December 1
2011 expressed an unqualified opinion on the effecess of the Company'’s internal control overficial reporting.

/s KPMG LLP

Des Moines, lowa
December 19, 2011
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(Dollars in Thousands, Except Share and Per Shar&) D

September September

ASSETS 30, 2011 30, 201C
Cash and cash equivale $ 276,89. $ 87,50
Investment securities available for s 28,33( 21,46"
Mortgage-backed securities available for s 590,91¢ 485,38!
Loans receivable - net of allowance for loan lossfe®4,926 at September 30, 2011 and $5,234 atSyar
30, 201C 314,41( 366,04!
Federal Home Loan Bank stock, at c 4,73 5,28t
Accrued interest receivab 4,13: 4,75¢
Insurance receivab 2,26¢ 3,68:
Premises, furniture, and equipment, 17,16¢ 19,377
Bank-owned life insuranc 14,32 13,79¢
Foreclosed real estate and repossessed 2,671 1,29t
Goodwill and intangible asse 1,31t 2,66:
MPS accounts receivak 7,67 8,08t
Other asset 10,64 10,42t
Total assets $ 127548 $ 1,029,76

LIABILITIES AND STOCKHOLDERS '’ EQUITY

LIABILITIES
Non-interes-bearing checkin $ 94595¢ $ 675,16
Interes-bearing checkin 31,24¢ 29,97¢
Savings deposil 11,13¢ 10,82:
Money market deposi 36,71% 35,42
Time certificates of depos 116,56: 146,07:
Total deposits 1,141,622 897,45:
Advances from Federal Home Loan B¢ 11,00( 22,00(
Securities sold under agreements to repurc 8,05¢ 8,90¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 228 392
Contingent liability 3,64¢ 3,98:¢
Accrued expenses and other liabilit 20,041 14,67¢
Total liabilities 1,194,90. 957,72.
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized, n@slissued or outstandil - -
Common stock, $.01 par value; 5,200,000 shareodnéd, 3,372,999 shares issued, 3,146,867 and
3,111,413 shares outstanding at September 30,&8d September 30, 2010, respecti\ 34 34
Additional paic-in capital 32,47: 32,38
Retained earning- substantially restricte 45,49¢ 42,47"
Accumulated other comprehensive inca 6,33¢ 1,59¢
Treasury stock, 226,132 and 261,586 common shatresst, at September 30, 2011 and September 20,
respectively (3,759 (4,445
Total stockholders’ equity 80,571 72,044
Total liabilities and stockholders’ equity $ 127548 $ 1,029,76!

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 Shatr&) D

For the Years Ended September 3(

2011 2010 2009
Interest and dividend incom
Loans receivable, including fe $ 19,65¢ 2494:  $ 25,56
Mortgage-backed securitie 18,36: 13,37( 10,23(
Other investments 1,04: 76¢ 93t
39,05¢ 39,08 36,72¢
Interest expenst
Deposits 3,06¢ 3,90¢ 5,341
FHLB advances and other borrowings 1,67¢ 2,08t 3,56¢
4,747 5,99: 8,90i
Net interest income 34,31: 33,09( 27,81¢
Provision for loan losses 27¢ 15,79: 18,71
Net interest income after provision for loan losse 34,03 17,29¢ 9,10¢
Nor-interest income
Card fees 53,89( 93,20¢ 77,50:
Gain on sale of securities available for sale, 1,79: 2,14( 761
Deposit fee: 64¢ 76€ 74¢
Bank-owned life insurance incon 52€ 52€ 51z
Loan fees 417 35¢ 66C
Gain on sale of membership equity interests - - 51t
Gain (loss) on sale of RE 53 (105) (1,015
Other income 162 552 28t
Total non-interest income 57,49: 97,44 79,96¢
Non-interest expenst
Compensation and benef 30,461 32,52¢ 32,74:
Card processing expen 23,28t 38,24: 33,54(
Occupancy and equipment expe 8,46 8,16: 7,97¢
Legal and consulting expen 5,15¢ 3,46¢ 3,74¢
Goodwill impairment 1,50¢ - -
Marketing 1,26( 2,10¢ 1,822
Data processing expen 1,092 1,27: 2,181
Other expense 12,02¢ 9,151 9,07:
Total non-interest expense 83,26: 94,93( 91,08
Income (loss) before income tax expense (bene 8,26: 19,81 (2,006)
Income tax expense (benefit) 3,62¢ 7,42( (543%)
Net income (loss $ 4,64( 12,39: $ (1,467)
Earnings (loss) per common share
Basic $ 1.4¢ 42 $ (0.56)
Diluted $ 1.4¢ 4.11 $ (0.56)

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 the Years Ended

September 30
2011 2010 2009

Net income (loss $ 464C $ 12,39: $ (1,463
Other comprehensive incorr

Change in net unrealized gains on securities aMaif@r sale 9,46¢ 7,661 5,83¢

(Gains) realized in net incon (1,799 (2,140 (761)

7,671 5,521 5,07¢

Deferred income tax effe 2,93¢ 2,08¢ 1,89«

Total other comprehensive incot 4,731 3,43 3,18¢

Total comprehensive income $ 9,377 % 15,83( $ 1,721

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

AND SUBSIDIARIES

Consolidated Statements of Changes in StockholderSquity

For the Years Ended September 30, 2009, 2010 and140
(Dollars in Thousands, Except Share and Per Shat&) D

Accumulatec

Other
Comprehensiv Total
Iditional Paic- Retainec (Loss),Net of Treasury Shareholders’
ommon Stocl in Capital Earnings Tax Stock Equity

Balance, September 30, 2C 30 % 23,05¢ $ 34,44: $ (5,029 $ 6,775 $ 45,73t
Cash dividends declared on commor

stock ($.52 per shar - - (1,359 - - (1,359
Issuance of 21,624 common shares 1

treasury stock due to exercise of st

options - (153 - - 16€ 15
Stock compensatic - 641 - - 14¢ 78¢
18,446 common shares committed tc

released under the ES( - 5 - - 43t 44C
Change in net unrealized losses

securities available for sale, r
Net loss - - (1,467 - - (1,467
Balance, September 30, 20C 30 $ 23,55 $ 31,62¢ $ (1,830 $ (6,029 $ 47,34¢
Balance, September 30, 2C 30 $ 23,55. $ 31,62¢ $ (1,839 $ (6,029 $ 47,34¢
Cash dividends declared on commor

stock ($.52 per shar - - (1,549 - - (1,544
Issuance of common shares from the

sales of equity securiti 4 8,56: - - - 8,56
Issuance of 41,544 common shares 1

treasury stock due to exercise of st

options - (249) - - 1,57¢ 1,33(
Stock compensatic - 51€ - - - 51€
Change in net unrealized losses

securities available for sale, r
Net income - - 12,39: - - 12,39
Balance, September 30, 201 34 $ 32,381 $ 42 47F  $ 1,59¢ $ (4,445 $ 72,044
Balance, September 30, 2C 34 $ 32,38. $ 42,47 $ 159¢ $ (4,44 $ 72,04«
Cash dividends declared on comn

stock ($.52 per shar - - (1,627) - - (1,62))

Issuance of common shares from
sales of equity securiti

Issuance of 13,776 common shares 1



treasury stock due to exercise of stoc
options - (112 - - 687 57&

Stock compensatia - 20z - - - 20z

Change in net unrealized gains
securities available for sale, r

Net income - - 4,64( - - 4,64(

Balance, September 30, 201 $ 34 $ 32,47 $ 45,49 $ 6,33¢ $ (3,75¢) $ 80,577

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(

2011 2010 2009

Cash flows from operating activities:

Net income (loss $ 4,64C $ 12,39: $ (1,467)
Adjustments to reconcile net income (loss) to rehcprovided by operating activitie

Effect of contribution to employee stock ownerspign - - 44(
Depreciation, amortization and accretion, 9,75¢ 11,43¢ 5,97(
Disbursement of nc-real estate consumer loans origing (848,67)) (440,179 (126,85")
Proceeds from sale of n-real estate consumer loe 848,55! 438,33¢ 126,96
Disbursement of-4 family residential mortgage loans origina (2,370 (3,399 (3,42%)
Proceeds from sale 0-4 family residential mortgage loa 3,62 2,46¢ 3,22t
Gain on sale of loar (18¢) (83) (67)
Provision for loan losse 27¢ 15,79: 18,71
Gain on sale of investments available for sale (2,799 (2,140 (767)
Gain on sale of membership equity interests - - (51%)
Loss on sale of other ass 10z 12: 1,01t
Net change in accrued interest receivi 62€ (415 152
Goodwill impairment 1,50¢ - -
Net change in other assi 923 (1,939 (460)
Net change in accrued interest pay: (169 (55 (237)
Net change in accrued expenses and other liabilitie 5,03¢ 2,22( 4
Net cash provided by operating activities 21,85¢ 34,57( 22,80:

Cash flows from investing activities:
Purchase of securities available for ¢ (289,77 (437,30Y (287,11
Net change in federal funds sc - 9 5,17¢
Proceeds from sales of securities available fa 55,79 97,61( 32,47¢
Proceeds from maturities and principal repaymehseourities available for sa 125,08! 197,34¢ 97,18
Loans purchase (5,820 (8,930 (50,359
Net change in loans receival 53,85¢ 21,097 64,10:
Proceeds from sales of foreclosed real e! 1,041 1,10¢ 95¢
Net change in FHLB stoc 54¢ 1,767 1,04z
Proceeds from the sale of premises and equip 98 1,15¢ 2
Purchase of premises and equiprr (1,839 (2,347 (3,687
Other, ne (2,939 (1,739 (1,894
Net cash used in investing activitie (63,94)) (130,229 (142,109

Cash flows from financing activities:
Net change in checking, savings, and money masqebsits 273,67t 243,79¢ 131,27:
Net change in time depos (29,510 (92) 22,67:
Net change in advances from FHLB and other borrga (11,000 (77,800 (32,224
Net change in securities sold under agreemengptarchass (849 2,21¢ 1,33¢
Cash dividends pai (1,627) (1,549 (1,359
Stock compensatic 202 51€ 78¢
Proceeds from exercise of stock opti 57E 9,891 15
Net cash provided by financing activities 231,47: 176,99: 122,50°
Net change in cash and cash equivalen 189,39( 81,33¢ 3,20¢
Cash and cash equivalents at beginning of 87,50: 6,16¢ 2,96:
Cash and cash equivalents at end of " $ 276,89. $ 87,50: $ 6,16¢
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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(

2011 2010 2009
Supplemental disclosure of cash flow informatior
Cash paid during the year fc
Interest $ 491¢ $ 6,04¢ $ 9,03¢
Income taxe: 3,25¢ 3,55¢ 2,607
Supplemental disclosure of no-cash investing and financing activities
Net loans transferred to foreclosed real es $ 237C $ 45z $ 4,02¢

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 twants of Meta Financial Group, Inc. (the “Comp3ng unitary savings and lo
holding company located in Storm Lake, lowa, asdwholly owned subsidiaries which include MetaBdthie “Bank”), a federally charter¢
savings bank whose primary federal regulator isQffece of the Comptroller of the Currency, Firgr8ices Financial Limited and Brookir
Service Corporation, which offer noninsured investiproducts. The Company also owns 100% of Fiidindst Financial Capital Trust | (t
“Trust”), which was formed in July 2001 for the purpose asling trust preferred securities. The Trust is inotuded in the consolidat
financial statements of the Company. All signifitartercompany balances and transactions have dlesmated.

NATURE OF BUSINESS AND INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company igrest from the purchase or origination of consurnemmercial, agriculture
commercial real estate, and residential real edtatrs. Additionally, a significant source of incenfor the Company relates to payn
processing services for prepaid debit cards, ATMnsprship, and other money transfer systems amicesr The Company accepts dep
from customers in the normal course of businessanily in northwest and central lowa and easterati$s®akota and on a national basis
the MPS division. The Company operates in the bapkidustry, which accounts for the majority ofiévenues and assets. The Company
the “management approacfor reporting information about segments in anrara interim financial statements. The managemeprtoagh i:
based on the way the chief operating decisi@ker organizes segments within a company for ngakiperating decisions and asses
performance. Reportable segments are based ongbsoalnd services, geography, legal structure, mamagt structure and any other mai
in which management disaggregates a company. Basdélde management approach model, the Companydtasrdned that its busines:
comprised of two reporting segments.

Assets held in trust or fiduciary capacity are astets of the Company and, accordingly, are ndtded in the accompanyi
consolidated financial statements.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements in confeymiith GAAP requires management to make estimatesassumptions that aff
the reported amounts of assets, liabilities andaksire of contingent assets and liabilities atdhee of the financial statements and the rep
amounts of revenue and expenses during the regqgoéniod. Actual results could differ from thosdimstes. Certain significant estime
include the allowance for loan losses, the valuatibgoodwill and the fair values of securities anler financial instruments. These estim
are reviewed by management regularly; however, #ineyparticularly susceptible to significant changethe future.

CASH AND CASH EQUIVALENTS AND FEDERAL FUNDS SOLD

For purposes of reporting cash flows, cash and eaglivalents is defined to include the Compangash on hand and due fi
financial institutions and short-term interdsaring deposits in other financial institutionfieTCompany reports cash flows net for custt
loan transactions, securities purchased under agateto resell, deposit transactions, securitiéd woder agreements to repurchase, and F
advances with terms less than 90 days. The Bam&gsired to maintain reserve balances in cash odeposit with the FRB, based o
percentage of deposits. The total of those redesiances was $1.4 million and $2.3 million at Seyiter 30, 2011 and 2010, respectively.
Company at times maintains balances in excesssaféd limits at various financial institutions iading the FHLB, the FRB, and other priv
institutions. At September 30, 2011 the Company hadnterest bearing deposits held at the FHLB $2d1.6 million in interest beari
deposits held at the FRB. At September 30, 201 Ctrapany had no federal funds sold. The Compang dotbelieve these instruments ¢
a significant risk of loss, but cannot provide aasges that no losses could occur if these inititatwere to become insolvent.
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SECURITIES

The Company classifies all securities as availéresale. Available for sale securities are thdse €Company may decide to se
needed for liquidity, assditbility management or other reasons. Availablesale securities are reported at fair value, weghunrealized gail
and losses reported as other comprehensive incofoesas a separate component of stockholder#yeqet of tax.

Gains and losses on the sale of securities arendeid using the specific identification method drhon amortized cost and
reflected in results of operations at the time alésinterest and dividend income, adjusted by #mation of purchase premium or discc
over the estimated life of the security using el yield method, is included in income as earned.

Securities Impairment

Management continually monitors the investment ggcportfolio for impairment on a security by seity basis and has a proces
place to identify securities that could potentidigve a credit impairment that is other-thamporary. This process involves the length of
and extent to which the fair value has been leas the amortized cost basis, review of availabiermation regarding the financial positior
the issuer, monitoring the rating of the securitgsh flow projections, and the Company's intergeib a security or whether it is more lik
than not the Company will be required to sell teewsity before the recovery of its amortized coktoly, in some cases, may extend to matt
To the extent we determine that a security is deetoée other-thatemporarily impaired, an impairment loss is recagdi If the Compar
intends to sell a security or it is more likely nhaot that the Company would be required to sekeurity before the recovery of its amorti
cost, less any current period credit loss, the Gowipecognizes an other-thtemporary impairment for the difference between dined cos
and fair value. If we do not expect to recoveradheortized cost basis, we do not plan to sell tlerdty and if it is not more likely than not tl
the Company would be required to sell a securifpieethe recovery of it amortized cost, less angrant period credit loss, the recognitior
the other-thartemporary impairment is bifurcated. For those séegr the Company separates the total impairnrenta credit loss compont
recognized in net income, and the amount of the lekated to other factors is recognized in otleenmrehensive income, net of taxes.

The amount of the credit loss component of a debtisty impairment is estimated as the differeneeveen amortized cost and
present value of the expected cash flows of tharggc The present value is determined using th&t betimate cash flows discounted al
effective interest rate implicit to the securitythé date of purchase or the current yield to dece asset- backed or floating rate secuhity.
fiscal 2011, there were no other-than-temporaryaiimmpents recorded. In fiscal 2010, the other-ttemporary impairments recorded age
the trust preferred securities were $350,000. Memthan-temporary impairments were recorded ageaarnings during fiscal 2009.

LOANS HELD FOR SALE AND IMMATERIAL CORRECTION OF PR IOR PERIOD

The Company originates certain consumer and resédenortgage loans specifically for resale andhsi@ans are held for sh
periods of time. Such loans are reported at thetaf cost or market value.

Cash receipts and cash payments resulting fromigiiqns and sales of such loans are classifiedmeating cash flows in t
Consolidated Statements of Cash Flows.

In 2010 and 2009 the Company reported the cashiptecand cash payments from acquisitions and salesich loans net in t
investing section of the Consolidated StatementSasth Flows. The Company has adjusted the pridgoghernsh flows for the immaterial er
in presentation.

The correction resulted in a decrease in operatsty flows of $2.8 million in 2010 and $97,000 G0Q.
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LOANS RECEIVABLE

Loans receivable that management has the intenalitity to hold for the foreseeable future or Umaturity or payeff are reported .
their outstanding principal balances reduced byatleavance for loan losses and any deferred feessts on originated loans.

MPS has strived to offer consumers innovative paytrpeoducts, including credit products. Most cregmibducts have fallen into o
of two general categories: (1) sponsorship lending (2) portfolio lending. In a sponsorship lendingdel, MPS typically originates loans
sells (without recourse) the resulting receivaldtethird party investors equipped to take the assed credit risk. MPS' sponsorship lendil
programs are governed by the Policy for Sponsorkbipding which has been approved by the Board oéddors. A Portfolio Credit Polic
which has been approved by the Board of Directorsems portfolio credit initiatives undertaken byPB, whereby the Company retains s
or all receivables and relies on the borrower asuthderlying source of repayment. Several portftdiwing programs also have a contrac
provision that has indemnified MPS and the Bankciedit losses that meet or exceed predeterminadisleSuch a program carries additic
risks not commonly found in sponsorship progranpecsically funding and credit risk. Therefore, MR@s strived to employ policit
procedures, and information systems that are corsumate with the added risk and exposure. Due tersigory directives issued by ¢
regulator, an MPS lending program - iAdvanceas eliminated effective October 13, 2010. In addijtour third party relationship progra
have been limited to third party relationships kistence at the time the directives were issuedemtbprior approval to engage in r
relationships. For additional discussion, see “Regipn - Bank Supervision and Regulation — OTS @on®©rders and Related Matters.”

Interest income on loans is accrued over the tefrthe loans based upon the amount of principaltanting except when seric
doubt exists as to the collectibility of a loan,vitnich case the accrual of interest is discontindietérest income is subsequently recogr
only to the extent that cash payments are receinéf] in managemend’judgment, the borrower has the ability to maketraztual interest ai
principal payments, in which case the loan is retdrto accrual status.

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

As part of the Company's ongoing risk managemearitiges, management attempts to work with borrowdrsn necessary to exte
or modify loan terms to better align with their renmt ability to repay. Extensions and modificatidnsloans are made in accordance
internal policies and guidelines which conform égulatory guidance. Each occurrence is uniqueddtirower and is evaluated separatel
a situation where an economic concession has breerneg to a borrower that is experiencing finandificulty, the Company identifies a
reports that loan as a troubled debt restructufiM®R"). Management considers regulatory guidelimdggen restructuring loans to ensure
prudent lending practices are followed. As suclalifjoation criteria and payment terms consider lboerower's current and prospective ab
to comply with the modified terms of the loan. Auihally, the Company structures loan modificatiomgh the intent of strengtheni
repayment prospects.

The Company considers whether a borrower is exparig financial difficulties, as well as whethec@ncession has been granted
borrower determined to be troubled, when deterrginivhether a modification meets the criteria of gesn TDR under ASC 3180,
Receivable:. For such purposes, evidence which may indicaedtborrower is troubled includes, among othetofac the borrower's defa
on debt, the borrower's declaration of bankruptcymparation for the declaration of bankruptcye torrower's forecast that entpecific
cash flows will be insufficient to service the iteld debt, or the borrower's inability to obtaindsrfrom sources other than existing credito
an effective interest rate equal to the currentketainterest rate for similar debt for a nwoubled debtor. If a borrower is determined t
troubled based on such factors or similar evideaanncession will be deemed to have been grahtediodification of the terms of the d
occurred that management would not otherwise censiluch concessions may include, among other matidns, a reduction of the sta
interest for the remaining original life of the deén extension of the maturity date at a statesrést rate lower than the current market rat
new debt with similar risk, a reduction of accruetrest, or a reduction of the face amount or mitgtamount of the debt.

A modification of loan terms that management wagedierally not consider to be a TDR could be a tearyextension of maturity
allow a borrower to complete an asset sale whetfedoproceeds of such transaction are to be paidtisfy the outstanding debt. Additionall:
modification that extends the term of a loan, bagsinot involve reduction of principal or accruetkfest, in which the interest rate is adju
to reflect current market rates for similarly stedborrowers is not considered a TDR. Neverthekssh assessment will take into accoun
modified terms and will be comprehensive to ensymgropriate impairment assessment.
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Loans that are reported as TDRs apply the identidgiria in the determination of whether the Iedwould be accruing or nonaccrui
Typically, the event of classifying the loan asRdue to a modification of terms is independeoirfithe determination of accruing interes
a loan in accordance with accounting standards.

Generally, when a loan becomes delinquent 90 daysare or when the collection of principal or irgst becomes doubtful, 1
Company will place the loan on a nanerual status and, as a result, previously accimtedest income on the loan is taken out of cu
income. The loan will remain on a non-accrual stamtil the loan becomes current.

MORTGAGE SERVICING AND TRANSFERS OF FINANCIAL ASSET S

The Bank regularly sells residential mortgage lo#msthers on a norecourse basis. Sold loans are not included irctimsolidate
financial statements. The Bank generally retairsright to service the sold loans for a fee. Att8eyoer 30, 2011 and 2010, the Bank
servicing loans for others with aggregate unpaidgipal balances of $24.8 million and $27.1 millisaspectively.

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses represents managésnesttmate of probable loan losses which have eemred as of the date of |
consolidated financial statements. The allowancdofan losses is increased by a provision for lle@ses charged to expense and decreas
charge-offs (net of recoveries). Estimating th& ofloss and the amount of loss on any loan iessarily subjective. Managemenperiodi
evaluation of the adequacy of the allowance is thasethe Compang’ past loan loss experience, known and inhereks iis the portfolic
adverse situations that may affect the borrosvability to repay, the estimated value of any ulyiteg collateral, and current econor
conditions. While management may periodically atecportions of the allowance for specific probliean situations, the entire allowanc
available for any loan charge-offs that occur.

Loans are considered impaired if full principalioterest payments are not probable in accordante twé contractual loan terr
Impaired loans are carried at the present valexpécted future cash flows discounted at the baffective interest rate or at the fair valu
the collateral if the loan is collateral dependékiportion of the allowance for loan losses is e@dlted to impaired loans if the value of
loans is deemed to be less than the unpaid balHrtbese allocations cause the allowance for loaees to require an increase, such increi
reported as a component of the provision for laesés.

The allowance consists of specific, general, anallocated components. The specific component releteémpaired loans that ¢
classified either as doubtful or substandard. kehdoans, an allowance is established when theodiged cash flows (or collateral value
observable market price) of the impaired loan ¥8dothan the carrying value of that loan. The gaheomponent covers loans not consid
impaired and is based on historical loss experiemdjgisted for qualitative factors. An unallocatesimponent is maintained to co
uncertainties that could affect managememtstimate of probable losses. The unallocated ooang of the allowance reflects the margi
imprecision inherent in the underlying assumptiosed in the methodologies for estimating specifid general losses in the portfolio.

Smallerbalance homogeneous loans are evaluated for imeairin total. Such loans include residential firgirtgage loans secul
by one-tofour family residences, residential constructioans, and automobile, manufactured homes, homeyeajuit second mortgage loe
Commercial and agricultural loans and mortgagedaatured by other properties are evaluated ingiliiyl for impairment. When analysis
borrower operating results and financial conditiodicates that underlying cash flows of the borrowédusiness are not adequate to me
debt service requirements, the loan is evaluatethfpairment. Often this is associated with a delaghortfall in payments of 90 days or m
Generally, non-accrual loans are considered iredaimpaired loans, or portions thereof, are cthafewhen deemed uncollectible.
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FORECLOSED REAL ESTATE AND REPOSSESSED ASSETS

Real estate properties and repossessed assetsedctiuough, or in lieu of, loan foreclosure aridtly recorded at the lower of c«
or fair value less selling costs at the date oédtosure, establishing a new cost basis. Any réotuto fair value from the carrying value of
related loan at the time of acquisition is accodnter as a loan loss and charged against the afiogvdor loan losses. Valuations
periodically performed by management and valuatiowances are increased through a charge to indomeeductions in fair value
increases in estimated selling costs.

INCOME TAXES

The Company records income tax expense based @mthent of taxes due on its tax return plus defetages computed based on
expected future tax consequences of temporaryrdiftees between the carrying amounts and tax b&dsssets and liabilities, using enactec
rates. Deferred tax assets are reduced by a vahualliowance when, in the opinion of managemeris, ihore likely than not that some port
or all of the deferred tax assets will not be sl

In accordance with ASC 748ccounting for Uncertainty in Income Taxethe Company recognizes a tax position as a e} if
it is more likely than not that the tax position wid be sustained in a tax examination, with a tean@ination being presumed to occur.
amount recognized is the largest amount of tax fitethat is greater than 50% likely of being reatizupon examination. For tax positions
meeting the more likely than not test, no tax bigiefecorded. The Company recognizes interestoanzenalties related to income tax mar
in income tax expense.

PREMISES, FURNITURE, AND EQUIPMENT

Land is carried at cost. Buildings, furniture, ires, leasehold improvements and equipment aréedaat cost, less accumula
depreciation and amortization computed principaljyusing the straightne method over the estimated useful lives ofdhsets, which ran
from 10 to 40 years for buildings, and 3 to 10 gdar leasehold improvements, for furniture, fidsiand equipment. These assets are rev
for impairment when events indicate the carryingpant may not be recoverable.

TRANSFERS OF FINANCIAL ASSETS

Transfers of financial assets are accounted fosadss when control over the assets has been sarsghdControl over transfer
assets is deemed to be surrendered when (1) te¢ésdssve been isolated from the Company, (2) thesteree obtains the right (free
conditions that constrain it from taking advantagehat right) to pledge or exchange the transte@assets, and (3) the Company doe:
maintain effective control over the transferredetsshrough an agreement to repurchase them biékirenaturity.

BANK-OWNED LIFE INSURANCE

Bank-owned life insurance represents the cash surreradee of investments in life insurance contrac&rninhgs on the contracts
based on the earnings on the cash surrender Vessanortality costs.

EMPLOYEE STOCK OWNERSHIP PLAN

The cost of shares issued to the ESOP, but noaligsated to participants, are presented in thesalahated statements of financ
condition as a reduction of stockholdeexjuity. Compensation expense is recorded basedh@mmbrket price of the shares as they
committed to be released for allocation to partioipaccounts. The difference between the markeé fad the cost of shares committed t
released is recorded as an adjustment to additfmaieiin capital. Dividends on allocated ESOP sharesecerded as a reduction of retai
earnings. Dividends on unallocated shares are tsedduce the accrued interest and principal amofinthe ESOPs loan payable to tl
Company.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

The Company, in the normal course of business, makenmitments to make loans which are not refleatethe consolidate
financial statements.

GOODWILL AND INTANGIBLE ASSETS

Goodwill and certain intangible assets are not &izext but are subject to an impairment test attleasiually or more often
conditions indicate a possible impairment.
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SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities undeeements to repurchase with primary dealers omhich provide for th
repurchase of the same security. Securities saldruagreements to repurchase identical securiteesalateralized by assets which are he
safekeeping in the name of the Bank or by the dealbo arranged the transaction. Securities saliéluagreements to repurchase are treal
financings, and the obligations to repurchase sadurities are reflected as a liability. The seamgiunderlying the agreements remain ir
asset accounts of the Company.

REVENUE RECOGNITION

Interest revenue from loans and investments isgreized on the accrual basis of accounting as tteedst is earned according to
terms of the particular loan or investment. Incdnoen service and other customer charges is recedgras earned. Card fee revenue withit
MPS division is recognized as services are perfdrarel service charges are earned in accordanceheitierms of the various programs.

EARNINGS PER COMMON SHARE (EPS)

Basic EPS is based on the net income divided bywighted average number of common shares outsigrdliring the perio
Allocated ESOP shares are considered outstandingedmings per common share calculations, as tmeycammitted to be releas
unallocated ESOP shares are not considered ouitsgardiluted EPS shows the dilutive effect of adial potential common shares issui
under stock option plans.

COMPREHENSIVE INCOME

Comprehensive income consists of net income aner @bmprehensive income. Other comprehensive inéoohedes the net chan
in net unrealized gains and losses on securitiafdade for sale, net of reclassification adjustiseand tax effects, and is recognized
separate component of stockholders’ equity.

STOCK COMPENSATION

Compensation expense for share based awardsoslegcover the vesting period at the fair valuehef award at the time of grs
The exercise price of options or fair value of nested shares granted under the Commimgentive plans is equal to the fair market vait
the underlying stock at the grant date. The Compespmes no projected forfeitures on its stock dasenpensation, since actual histol
forfeiture rates on its stock based incentive awé&as been negligible.

RECLASSIFICATIONS

Certain reclassifications have been made to présiogs’ consolidated financial statements to present thana dasis comparal
within the current period’s consolidated finanatdtements.

NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Update No.201®, "Disclosures about the Credit Quality of Finaig Receivables and the Allowance
Credit Losses" (ASC Topic 310).

This ASU required significant new disclosures abthé allowance for credit losses and the creditliyuaf financing receivables. Tl
requirements are intended to enhance transparagarding credit losses and the credit quality @nl@and lease receivables. Under
statement, allowance for credit losses and faiuevare to be disclosed by portfolio segment, whiledit quality information, impaire
financing receivables and nonaccrual status abe foresented by class of financing receivable.|Bssee of the nature and extent, the finar
impact and segment information of restructured $oaitl also be required. The disclosures are tpiesented at the level of disaggregation
management uses when assessing and monitoringttfelip's risk and performance. The Company addpbés update effective in the fi
quarter of fiscal 2011 and the adoption did notehawmaterial effect on the Company's consolidatehtial condition, results of operation:
cash flow.

Accounting Standards Update No. 2011-01, "Deferdlthe Effective Date of Disclosures about Troubl®&bt Restructurings in
Update No. 2010-20" (ASC Topic 310).

This ASU modified the effective date of complianeéh disclosure requirements related to troubletdelstructure reporting previou:
indicated in ASU 201@0. The new effective date for disclosing the regpiitroubled debt restructuring information is fiaterim and annu
periods ending after June 15, 2011. The Companptaddhis update effective in the fourth quartefiedal 2011 and the adoption did not h
a material effect on the Company's consolidateahiomal condition, results of operations or caskvflo
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Accounting Standards Update No. 2011-0Receivables (Topic 310): A Creditor's Determinatiof Whether a Restructuring Is a
Troubled Debt Restructuring

This ASU amends guidance for evaluating whetherréiséructuring of a receivable by a creditor isaubled debt restructuring (TDR). 1
ASU responds to concerns that creditors are insterdly applying existing guidance for identifyiiddRs. ASU 201102 is effective for
public entity for the first interim or annual pedideginning on or after June 15, 2011. Retrospedcpplication is required for restructuri
occurring on or after the beginning of the fiscahy of adoption for purposes of identifying andcltising TDRs. However, an entity sho
apply prospectively changes in the method usealmutate impairment on receivables. At the same finadopts ASU 20102, a public entit
will be required to disclose the activity-basedomnfiation about TDRs that was previously deferredA8lJ No. 2011-01Deferral of thi
Effective Date of Disclosures about Troubled DegstRucturings in Update No. 20-20 . The Company adopted ASU 2002-for the interir
and annual period ending September 30, 2011. Thptiad did not have a material effect on the Compaiconsolidated financial conditic
results of operations, or cash flow.

Accounting Standards Update No. 2011-03Transfer and Servicing (Topic 860): Reconsideratioof Effective Control fo
Repurchase Agreemen

This ASU applies to all entities that enter intoesments to transfer financial assets that bottleand obligate the transferor to repurchas
redeem the financial assets before their maturifgd arrangements). It focuses the transferassessment of effective control on its contra
rights and obligations by removing the requiremenassess its ability to exercise those rightsomoh those obligations. The ASU is effec
for the first interim or annual period beginning enafter December 15, 2011. It is effective praspely for transactions or modifications
existing transactions that occur on or after tHeatiive date. The Company will adopt ASU 2011-08tfeinterim period ending December
2011 and the Company does not expect the adoptidrate a material effect on the Compangbnsolidated financial condition, result
operations or cash flow.

Accounting Standards Update No. 2011-04air Value Measurement (Topic 820): Amendments tetAeve Common Fair Valu
Measurement and Disclosure Requirements in U.S. GA&nd IFRSs

This ASU was issued concurrently with IFRS E&jr Value Measurementgo provide largely identical guidance about faitue measureme
and disclosure requirements. The new standard®tdextend the use of fair value but, rather, prevgdidance about how fair value shouli
applied where it already is required or permitteder IFRS or U.S. GAAP. For U.S. GAAP, most of thenges are clarifications of exist
guidance or wording changes to align with IFRS 13.

A public entity is required to apply the ASU prospreely for interim and annual periods beginningeafDecember 15, 2011. Ee
adoption is not permitted. In the period of adoptia reporting entity will be required to disclas&hange, if any, in valuation technique
related inputs that result from applying the ASW an quantify the total effect, if practicable. TBempany will adopt ASU 20104 for the
interim period ending December 31, 2011 and the @om does not expect the adoption to have a mhteffiect on the Company’
consolidated financial condition, results of opienag, or cash flow.

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

This ASU increases the prominence of other compraikie income in financial statements. Under thisJA&n entity will have the option
present the components of net income and compriteeimsome in either one or two consecutive finahstatements. The ASU eliminates
option in U.S. GAAP to present other comprehensizeme in the statement of changes in equity.

An entity should apply the ASU retrospectively. Fopublic entity, the ASU is effective for fiscadars, and interim periods witl
those years, beginning after December 15, 2011 Cidmpany will adopt ASU 2011-05 for the interim iperending December 31, 2011.

Accounting Standards Update No. 2011-08 “Intangible— Goodwill and Other” (ASC Topic 350).

The objective of this update is to simplify howigas test goodwill for impairment. This update addqualitative analysis to step one of the
two-step process, which enables the Company tatgtiregly determine if it is more likely than ndtat goodwill impairment exists, and if not,
skip step two in determination of the amount of dyeidl impairment. The guidance is effective for amhand interim goodwill impairment te
performed for fiscal years beginning after Decenmitier2011, but early adoption is permitted. The @any anticipates adopting this update in
the second quarter of fiscal 2012 and does notatxpe adoption to have a material effect on then@any’s consolidated financial condition,
results of operations or cash flow.
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NOTE 2. EARNINGS PER COMMON SHARE (EPS)

A reconciliation of the income (loss) and commowrcktshare amounts used in the computation of lzasicdiluted EPS for the fisc
years ended September 30, 2011, 2010 and 2008ssred below

2011 201( 200¢
(Dollars in Thousands, Except Share and Per
Share Data

Earnings (Loss)

Net income (loss $ 4,64C $ 12,39: $ (1,467)
Basic EPS

Weighted average common shares outstan 3,116,30: 2,936,39 2,606,07.

Less weighted average nonvested sh (1,667 (3,329 (4,995

Weighted average common shares outstanding 3,114,63! 2,933,06! 2,601,07
Earnings (Loss) Per Common Shari

Basic $ 1.4¢ $ 42 $ (0.56)
Diluted EPS

Weighted average common shares outstanding foc basnings per common sh 3,114,63! 2,933,06! 2,601,07

Add dilutive effect of assumed exercises of stoptams, net of tax benefits 1,23¢ 79,73: -

Weighted average common and dilutive potential comshares outstanding 3,115,87. 3,012,80. 2,601,07
Earnings (Loss) Per Common Shart

Diluted $ 1.4¢ $ 411 $ (0.56)

Stock options totaling 365,488, 105,288, and 49 ,@8re not considered in computing diluted earnipgs common share for t
years ended September 30, 2011, 2010, and 20@@&ctecely, because they were not diluti
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NOTE 3. SECURITIES

Securities available for sale were as follows git&maber 30

GROSSE GROSE
AMORTIZED UNREALIZED UNREALIZED FAIR
2011 COST GAINS (LOSSES VALUE

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 30,58: $ -8 (8,470 $ 22,11

Obligations of states and political subdivisic 5,937 281 - 6,21¢

Mortgage-backed securitie 572,46’ 18,591 (140 590,91¢

Total debt securitie $ 608,98t $ 18,87: $ (8,610 $ 619,24
GROSS< GROSS

AMORTIZED UNREALIZED UNREALIZED FAIR

2010 COST GAINS (LOSSES VALUE

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 25,46¢ $ 7% (7,922) $ 17,55
Obligations of states and political subdivisic 3,76¢ 15¢ (8) 3,91¢
Mortgage-backed securities 475,02¢ 10,67! (312 485,38!

Total debt securities $ 504,26. $ 10,837 $ (8,242 $  506,85:

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

At September 30, 201:

Unrealized S&P Moody's

Credit Credit

Issuer ) Book Value Fair Value Gain (Loss) Rating Rating
(Dollars in Thousands)
Key Corp. Capital $ 498: $ 3,300 $ (1,682 BB Baa3
Huntington Capital Trust Il S 4,972 3,35( (1,627) BB- Bal
Bank Boston Capital Trust '@ 4,96t 2,99¢ (1,96¢) BB+ Bal
Bank America Capital Il 4,95¢ 3,10c¢ (1,854 BB+ Bal
PNC Capital Trust 4,954 3,65( (1,304 BBB Baa2
Total $ 24,827 $ 16,39¢ $ (8,42%)

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

Management has a process to identify securities dbald potentially have a credit impairment thatother-thariemporary. Thi
process involves evaluating the length of time exignt to which the fair value has been less tharamortized cost basis, reviewing avail
information regarding the financial position of tissuer, monitoring the rating of the security, amdjecting cash flowOther factors, but n
necessarily all, considered are: that the rislos§ lis minimized and easier to determine due taitigdeissuer, rather than pooled, nature of
securities, the condition of the five banks listadd whether there have been any payment defemralsfaults todate. Such factors are sub

to change over time.
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Management also determines if it is more likelyntinat we will be required to sell the security brefthe recovery of its amortized ¢
basis which, in some cases, may extend to matdriythe extent we determine that a security is ékto be other-thatemporarily impairec
an impairment loss is recognized

For all securities that are considered temporamilyaired, the Company does not intend to sell tiseserities (has not made a deci
to sell) and it is not more likely than not tha¢ tBompany will be required to sell the securitydoefrecovery of its amortized cost basis, w
may occur at maturity. The Company believes thatilit collect all principal and interest due on alvestments that have amortized co:
excess of fair value that are considered only teanig impaired.

Gross unrealized losses and fair value, aggredatedvestment category and length of time thatvithlial securities have been
continuous unrealized loss position at Septembg2@01 and 2010 are as follows:

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
2011 Value (Losses’ Value (Losses’ Value (Losses’

(Dollars in Thousand:s
Debt securitie:
Trust preferred and corporate

securities $ 571: $ 42 $ 16,39¢ $ (8,42¢) $ 22,11 % (8,470
Obligations of states and political
subdivisions - - - - - -
Mortgage-backed securitie 23,88¢ (140 - - 23,88¢ (140)
Total debt securitie $ 29,59¢ % (182) $ 16,39¢ $ (8,429 $ 45,99¢ $ (8,610
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
2010 Value (Losses’ Value (Losses’ Value (Losses’

(Dollars in Thousand:s
Debt securitie!
Trust preferred and corpore

securities $ - % - % 17,55 % (7,922) $ 17,55 % (7,922
Obligations of states and politic
subdivisions 1,11C (8) - - 1,11C (8
Mortgage-backed securities 67,22" (312) - - 67,22" (312)
Total debt securities $ 68,337 $ (3200 $ 17,55 $ (7,927 $ 85,88¢ $ (8,247)

As of September 30, 2011, the investment portfiolduded securities with current unrealized losshih have existed for longer tt
one year. All of these securities are considereblet@cceptable credit risks. Because the declmésiri value were due to changes in me
interest rates, not in estimated cash flows, nerethantemporary impairment was recorded at Septembe2@01. As of September 30, 20
the investment portfolio did include one securitye Cascade Capital Trust | 144A security, that btiebr-than-temporarimpairment. Th
difference between the present value of cash flamd the amortized cost basis was recorded as & tyesl impairment and recognizec
earnings in the amount of $350,000.

The amortized cost and fair value of debt securitie contractual maturity are shown below. Cersgicurities have call features wt
allow the issuer to call the security prior to ntéyu Expected maturities may differ from contraaitunaturities in mortgagbacked securitit
because borrowers may have the right to call opgyrebligations with or without call or prepaymgrnalties. Therefore, mortgapacke!
securities are not included in the maturity categgoin the following maturity summary.
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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 yeal

Mortgage-backed securitie
Total debt securitie

Activities related to the sale of securities avalgafor sale are summarized below.

Proceeds from sal¢
Gross gains on sali
Gross losses on sal

NOTE 4. LOANS RECEIVABLE, NET
Year end loans receivable were as follows:

September 30

One to four family residential mortgage loz

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

Consumer loan

Consumer loans held for s¢

Commercial business loa

Agricultural business loans

Total Loans Receivabl

Less:
Allowance for loan losse
Undisbursed portion of loans in proct
Net deferred loan origination fe
Total Loans Receivable, Net

AMORTIZED FAIR
COST VALUE
(Dollars in Thousand
$ 448 $ 45¢
7,022 7,03¢
2,231 2,31
26,81: 18,52¢
36,51¢ 28,33(
572,46 590,91¢
$ 608,98t $ 619,24¢
2011 201C 200¢
(Dollars in Thousands
55,79: $ 97,61 $ 32,47¢
1,79: 2,22¢ 762
- 84 1
2011 201(
(Dollars in Thousands
$ 33,75: $ 39,01(
37t 1,44«
194,41 204,82(
20,32( 25,89¢
32,41¢ 46,25(
1,98( 1,86:
14,95¢ 19,70¢
21,20( 32,52¢
319,41! 371,51¢
(4,92¢) (5,239
(79) (240)
$ 314,41 $ 366,04!

104




Table of Content

Annual activity in the allowance for loan lossessves follows:

Year ended September 3( 2011 201C 200¢
(Dollars in Thousands

Continuing Operations

Beginning balanc $ 523 §$ 6,99 $ 5,732
Provision for loan losse 27¢ 15,79! 18,71
Recoveries 521 1,85¢ 632
Charge offs (1,109 (19,409 (18,089
Ending balance $ 4,92¢ $ 5234 $ 6,99:

Allowance for Loan Losses and Recorded Investnreltdns at September 30, 2011 is as follows:

Commercial
and Multi
1-4 Family Family Real Agricultural Commercial Agricultural
Residentia Estate Real Estate Consumel Business  Operating Unallocatec Total
Year Ended Septembe!
30, 2011
Allowance for loan losses
Beginning balanc $ 50 $ 3,05: $ 111 $ 73€ $ 131 $ 125 % 1,02¢ $ 5,234
Provision charge
(credited) to expens 344 807 (111) (367) (52 (58) (28%) 27¢
Losses charged a (229) (62) - (774) 43 - - (1,107%)
Recoveries - 102 - 41¢ - - - 521
Ending balance $ 165 $ 3,901 $ - $ 16 $ 36 $ 67 $ 741 $  4,92¢
Ending balance:
individually evaluated fo
impairment $ 1% 184t % - 3 -3 3 3 - 3 - $ 1,84¢
Ending balance: collective
evaluated for impairmen $ 164 $ 2,05¢ $ - $ 16 $ 33 $ 67 $ 741 $ 3,07
Ending balance: loar
acquired with deteriorate
credit quality $ - $ - $ - $ - $ - $ - $ - $ -
Loans:
Ending balance:
individually evaluated fo
impairment $ 127 $ 13,028 $ - $ -$ 30 $ - $ - $ 13,18:
Ending balance: collective
evaluated for impairmen $ 33,92 $ 181,38¢ $ 20,32 $ 34,39¢ $ 14,92 $ 21,200 $ - $ 306,15
Ending balance: loar
acquired with deteriorate
credit quality $ - 3% - 3% - $ - $ - 3% - $ - $ =
The Asset Classification at September 30, 2011281@ are as follows:
September 30, 201
Commercial
and Multi
1-4 Family Family Real  Agricultural Commercial  Agricultural
Residential Estate Real Estate Consumer Business Operating
Pass $ 33,83( $ 161,10¢ $ 20,32( % 33947 $ 13,737 $ 14,50(
Watch 281 10,44¢ - 31¢ 91: 6,70(
Special Mentior 17 3,00¢ - 38 53 -
Substandar - 19,82} - 6C 252 -
Doubtful - 26 - 35 - -
$ 34,12¢  $ 194,41 $ 20,32(  $ 34,39¢ $ 1495 $ 21,20(
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September 30, 201!

Commercial
and Multi

1-4 Family Family Real  Agricultural Commercial  Agricultural

Residential Estate Real Estate Consumer Business Operating
Pass $ 39,70¢ % 182,81: $ 19,75: $ 47,34¢  $ 18,50 $ 22,87
Watch 75C 4,86¢ 3,09« 11¢ 71C 8,261
Special Mentior - 7,10¢ - 197 10¢ 1,39
Substandar - 8,081 3,05( 25¢ 39C -
Doubtful - 1,94¢ - 18¢ - -

$ 40,45« $ 204,82( % 25,89¢ % 48,11 $ 19,70¢ $ 32,52¢

Generally, when a loan becomes delinquent 90 daysare or when the collection of principal or irgst becomes doubtful, 1
Company will place the loan on a nanerual status and, as a result, previously accintedest income on the loan is taken out of cu
income. The loan will remain on a nawcerual status until the loan becomes current. (astioans at September 30, 2011 and Septemt
2010 are as follows:

Greater Loans > 90
30-59 Days 6C-89 Days Than 90 Total Past Total Loans Days and
September 30, 201 Past Due Past Due Days Due Current Receivable Accruing
Residential -4 Family $ 51 $ 30 $ 127 % 20 $ 33,92( % 34,12¢ $ >
Commercial Real
Estate and Multi
Family 2,46( - 9,07t 11,53¢ 182,87¢ 194,41 -
Agricultural Real
Estate - - - - 20,32( 20,32( -
Consume 26 14 24 64 34,33 34,39¢ 24
Commercial Operatin - - - - 14,95t 14,95t -
Agricultural Operatin( - - - - 21,20( 21,20( -
Total $ 2531 $ 44 $ 9,22¢ $ 11,807 $ 307,60¢ $ 319,41 $ 24
September 30, 201!
Residential -4 Family $ 192 % 9 % 44 $ 644 $ 39,57C $ 40,21 $ 404
Commercial Ree
Estate and Multi
Family 3,90( 74€ 4,39¢ 9,04( 195,78 204,82( 257
Agricultural Real
Estate - - 2,19¢ 2,19¢ 23,70( 25,89¢ -
Consume 192 38 124 354 47,75¢ 48,11 124
Commercial Operatin 32¢ - 20z 531 19,17¢ 19,70¢ -
Agricultural Operating - - 40C 40C 32,12¢ 32,52¢ -
Total $ 461 $ 79 $ 7,75¢ $ 13,168 $ 358,11! $ 371,280 $ 78t
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Impaired loans at September 30, 2011 and SepteB3h@010 are as follows:

September 30, 201

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

Total

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

Total

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

Total

Average

Unpaid - Investment Interest

Recorded Principal Specific in Impaired Income
Balance Balance Allowance Loans Recognized
$ - % - 3% - 3% - 3% -
$ - % - 3 - 3 - 3 .
$ 127 % 172 $ 1 3 117 $ -
13,02t 18,427 1,84¢ 9,30¢ -
- - - 1,17¢ -
- - - 36 -
30 45 3 10¢ -
- - - 8C -
$ 13,18: $ 18,64: $ 1,84¢ $ 10,82: $ .

Average

Unpaid - Investment Interest

Recorded Principal Specific in Impaired Income
Balance Balance Allowance Loans Recognized
$ - $ - $ - $ - $ -
$ - $ - $ - $ - $ -
$ 39 $ 39 $ 2 $ 16t $ -
4,13 9,68< 26€ 8,33¢ -
2,65( 2,65( 21 53C -
- - - 26 -
241 241 121 501 -
40C 40C 60 8C -
$ 7,467 $ 13,01« $ 47C  $ 9,63t $ -

Cash interest collected on impaired loans was raterial during the years ended September 30, 264 2@10.
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For fical 2011 and 2010, the Compamyroubled debt restructurings (which involved feigg a portion of interest or principal on ¢
loans or making loans at a rate materially lesa that of market rates) are included in the tabteubled debt restructured loans at Septe
30, 2011 and September 30, 2010 are as follows:

September 30, 201, September 30, 201!
Pre- Posi- Pre- Post-

Modification Modification Modification Modification
Outstanding  Outstanding Outstanding  Outstanding

Number of Recorded Recorded Number of Recorded Recorded

Loans Balance Balance Loans Balance Balance
Residential -4 Family 3 $ 326 % 32¢ 1 3 45 % 45

Commercial Real Estate and Multi

Family 8 8,39( 8,42¢ 2 377 377
Agricultural Real Estat - - - - -
Consume 1 19 19 - - -
Commercial Operatin 3 67 111 - - -
Agricultural Operating - - - - - -
Total 15 $ 8,80« $ 8,881 3 $ 42z $ 427

The following table provides information on trouthldebt restructured loans for which there was argeny default during the fiscal
year ended September 30, 2011 and 2010, that feedrbedified during the -month period prior to the default:

With Payment Deafaults During the Following Periods

September 30, 201, September 30, 201!
Number of Recorded Number of Recorded

Loans Investment Loans Investment

Residential -4 Family 1 3 42 - $ -
Commercial Real Estate and Multi Farr - - - -
Agricultural Real Estat - - - -
Consume - - - -
Commercial Operatin - - - -
Agricultural Operating - - - -
Total 1 $ 42 - $ -

Virtually all of the Company’s originated loans acelowa- and South Dakota-based individuals arghoizations. The Comparyy’
purchased loans totaled $23.2 million at Septen3fer2011, which were secured by properties locadsda percentage of total loans
follows: 2% in lowa and Oregon, 1% each in Washingind Minnesota and the remaining 1% in severr cthées.

The Company originates and purchases commercibkstate loans. These loans are considered by reareay to be of somewl
greater risk of uncollectibility due to the dependg on income production. The Compasigommercial real estate loans include $24.3 m
of loans secured by hotel properties and $46.4anilbf multi-family properties at September 30, 20The Company commercial real est:
loans include $25.2 million of loans secured byehgiroperties and $48.2 million of mufamily properties at September 30, 2010.
remainder of the commercial real estate portfdidiversified by industry. The Compasypolicy for requiring collateral and guaranteeses
with the creditworthiness of each borrower.

Non-Accruing loans were $13.2 million and $7.5 milliahSeptember 30, 2011 and 2010, respectively. Tlere $24,000 and $(
million accruing loans delinquent 90 days or mdr8eptember 30, 2011 and 2010, respectively.
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NOTE 5. LOAN SERVICING

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

2011 201C

(Dollars in Thousand:s
Mortgage loan portfolios serviced for FNIV $ 15,96 $ 15,83
Other 8,79¢ 11,28

$ 24,75¢ $ 27,11¢

NOTE 6. PREMISES, FURNITURE, AND EQUIPMENT, NET

Year end premises and equipment were as follows:

September 30 2011 201(
(Dollars in Thousands

Land $ 2,42¢ % 2,42¢

Buildings 13,36¢ 13,357

Furniture, fixtures, and equipme 21,67: 21,26¢

37,47 37,05:

Less accumulated depreciation (20,309 (17,675

$ 17,16¢ $ 19,37%

Depreciation expense of premises, furniture, andpegent included in occupancy and equipment expereae approximately $3
million, $3.7 million, and $3.6 million for the yemended September 30, 2011, 2010, and 2009, tesdgc

NOTE 7. TIME CERTIFICATES OF DEPOSITS

Time certificates of deposits in denominations H0&,000 or more were approximately $38.0 millionl &61.8 million at Septemt
30, 2011, and 2010, respectively.

At September 30, 2011, the scheduled maturitigsraf certificates of deposits were as follows fog years ending:

September 30

(Dollars in Thousands

2012 $ 62,35’
2013 41,72
2014 5,607
2015 4,40z
2016 2,47¢
Total Certificates $ 116,56:

Under the Dodd-Frank Act, ndRRA deposit accounts are permanently insured up2t0,000 by the DIF under management o
FDIC. Previous to the legislation in 2010, the gage of $250,000 was temporary until December 2(RA&.deposit accounts are permane
insured up to $250,000 by the DIF under managewieiie FDIC.
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NOTE 8. ADVANCES FROM THE FEDERAL HOME LOAN BANK AN D OTHER BORROWINGS

At September 30, 2011, the Compagdvances from the FHLB had fixed rates rangiomf4.03% to 7.01% with a weighted aver
rate of 6.0%. The scheduled maturities of FHLB axbes were as follows for the years ending:

September 30
(Dollars in Thousands

2012 $ -
2013 2,50(
2014 -
2015 1,50(
2016 -
Thereafter 7,00(

Total FHLB Advance: $ 11,00(

The Company had no overnight federal funds purach&sen the FHLB as of September 30, 2011.

As of September 30, 2010, the Compangdvances from the FHLB totaled $22.0 million aadried a weighted average rate
5.10%. The Company had no overnight federal funastased from the FHLB.

The Bank has executed blanket pledge agreementelhéhe Bank assigns, transfers, and pledgesetd-HLB and grants to t
FHLB a security interest in all mortgage collateasd securities collateral. The Bank has the rightise, commingle, and dispose of
collateral it has assigned to the FHLB. Under ttieeament, the Bank must maintain “eligible collatethat has a “lending valuedt least equ
to the “required collateral amount,” all as defirgdthe agreement.

At year end 2011, and 2010, the Bank pledged dezuunwith fair values of approximately $172.4 noitli and $198.3 millio
respectively, against specific FHLB advances. Iditamh, qualifying mortgage loans of approximat&$0.7 million, and $35.8 million we
pledged as collateral at September 30, 2011 and, 264pectively.

NOTE 9. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchaskedos@proximately $8.1 million and $8.9 million S&ptember 30, 2011 and 2C
respectively.

An analysis of securities sold under agreementsgarchase follows:

September 30 2011 201(C
(Dollars in Thousand:s
Highest mont-end balanc: $ 11,787 $ 11,88(
Average balanc 6,01¢ 7,47¢
Weighted average interest rate for the y 0.5(% 0.5(%
Weighted average interest rate at yeal 0.5(% 0.5(%
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The Company pledged securities with fair valueapgroximately $15.1 million at September 30, 2Glcollateral for securities si
under agreements to repurchase. There were $18i8msiecurities pledged as collateral for secesitsold under agreements to repurche
September 30, 2010.

NOTE 10. SUBORDINATED DEBENTURES AND TRUST PREFERRED SECURITIES

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

The Company issued all of the 10,000 authorizedeshef trust preferred securities of First MidwEstancial Capital Trust | holdir
solely subordinated debt securities. Distributi@me paid semannually. Cumulative cash distributions are calimdaat a variable rate
LIBOR (as defined) plus 3.75% (4.31% at Septemifier2B11 and 4.21% at September 30, 2010), notdeezk12.5%. The Company may
one or more times, defer interest payments on dipdal securities for up to 10 consecutive samiual periods, but not beyond July 25, 2
At the end of any deferral period, all accumulaged unpaid distributions are required to be paite Tapital securities are required tc
redeemed on July 25, 2031; however, the Companytheasption to shorten the maturity date to a daeteearlier than July 25, 2007. 1
redemption price is $1,000 per capital securityslny accrued and unpaid distributions to the dfatedemption plus, if redeemed prior to .
25, 2011, a redemption premium as defined in thenture agreement.

Holders of the capital securities have no votirghts, are unsecured and rank junior in prioritypafment to all of the Comparsy’
indebtedness and senior to the Company’s commaR.sto

Although the securities issued by the trusts ateénmuuded as a component of stockholdeguity, the securities are treated as ce
for regulatory purposes, subject to certain linmtas.

NOTE 11. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARIN G PLANS

The Company maintains an Employee Stock Ownerslaip ESOP) for eligible employees who have 1,000rsi@f employment wi
the Bank, have worked one year at the Bank and helve attained age 21. ESOP expense of $737,008,088band $388,000 was recor
for the years ended September 30, 2011, 2010 a8, 26spectively. Contributions of $772,000, $688,@nd $440,000 were made to
ESOP during the years ended September 30, 2010,8@2009, respectively.

Contributions to the ESOP and shares released $tumpense are allocated among ESOP participantsednasis of compensatior
the year of allocation. Benefits generally becorf8% vested after seven years of credited serviger # the completion of seven years
credited service, a participant who terminates egmpkent for reasons other than death or disabiéseives a reduced benefit based or
ESOPS vesting schedule. Forfeitures are reallocatechgmemaining participating employees in the sanopgrtion as contributions. Bene
are payable in the form of stock upon terminatibermployment. The Comparg/contributions to the ESOP are not fixed, so benpayabl
under the ESOP cannot be estimated.

For the years ended September 30, 2011, 2010 ab® 23,898 shares, 20,428 shares and 18,446 shibea fair value of $17.5
$32.00 and $23.86 per share, respectively, wesasel. Also for the years ended September 30, 2000 and 2009, allocated shares
total ESOP shares reflect 20,938 shares, 15,96@shand 254 shares, respectively, withdrawn froemESOP by participants who are
longer with the Company or by participants divefisi§ their holdings. At September 30, 2011, 11,56@res were purchased for divid
reinvestment. At September 30, 2010 there werehawes purchased for dividend reinvestment. At Sepés 30, 2009, 535 shares w
purchased for dividend reinvestment.
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Year-end ESOP shares are as follows:

September 30 2011 201( 200¢
(Dollars in Thousands

Allocated share 248,42 213,90( 209,43t

Unearned shares - - -

Total ESOP share 248,42 213,90( 209,43t

Fair value of unearned shares $ - $ - $ =

The Company also has a profit sharing plan covesigstantially all fultime employees. Contribution expense to the psifaring
plan, included in compensation and benefits, ferythar ended September 30, 2011 and 2010 was $18a@ $726,000, respectively. Tk
was no contribution expense to the profit sharilaa ffor the year ended September 30, 2009.

NOTE 12. SHARE BASED COMPENSATION PLANS
The Company maintains the 2002 Omnibus Incentia® Rlhich, among other things, provides for the alvay of stock options al
nonvested (restricted) shares to certain officatkdirectors of the Company. Awards are grantethbyStock Option Committee of the Bo

of Directors based on the performance of the awetipients or other relevant factors.

The following table shows the effect to income, oktax benefits, of shareased expense recorded in the years ended Sept8f:
2011, 2010 and 2009.

Year Ended September 30 2011 201( 200¢
(Dollars in Thousands

Total employee stock-based compensation expensgmzed in income, net of tax effec
of $45, $89 and $75, respectivs $ 244 $ 45C $ 714

As of September 30, 2011, stoblised compensation expense not yet recognizeddmia totaled $103,000 which is expected t
recognized over a weighted average remaining pefi@53 years.

At grant date, the fair value of options awardedeitipients is estimated using a Blagkholes valuation model. The exercise pric
stock options equals the fair market value of thdeulying stock at the date of grant. The followtagle shows the key valuation assumpt
used for options granted during the years endede8dyer 30, 2011, 2010, and 2009, and other infaomaOptions are issued for 10 y
periods with 100% vesting generally occurring eithiegrant date or over a four year period.
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Year Ended September 30 2011 201C 200¢
(Dollars in Thousands, Except Share and
Share Data
0.95%- 1.27%- 1.50%-
Risk-free interest rat 0.9¢% 2.3€% 2.82%
Expected annual standard deviat
55.31% 44.89% 46.48%
Range 55.5(% 45.8% 68.7(%
Weighted averag 55.32% 45.06% 51.04%
Expected life (years 5 5 6
Expected dividend yiel
2.83% 1.64% 2.26%
Range 2.96% 3.02% 6.3(%
Weighted averag 2.95% 1.6% 3.05%
Weighted average fair value of options grantedmiuperiod $ 6.6z $ 10.8: $ 7.44
Intrinsic value of options exercised during per $ 64 $ 42¢  $ 181

The Company awarded nonvested shares during e fisars ended 2011, 2010 and 2009. Shares vestdiately up to a period
four years. The following table shows the weightagrage fair value of nonvested (restricted) shawarded and the total fair value
nonvested (restricted) shares which vested dutiadfiscal years ended 2011, 2010 and 2009. Thevédire is determined based on the
market value of the Company’s stock on the grate.da

Year Ended September 30 2011 201(C 200¢
(Dollars in Thousands, Except Share and
Share Data
Weighted average fair value of nonvested sharegeplaluring
period $ 179C $ 23.01 $ 16.0C
Total fair value of nonvested shares vested dusiripd $ 147 % 124 % 124

In addition to the Compang’2002 Omnibus Incentive Plan, the Company alsataiais the 1995 Stock Option and Incentive Plar
new options were, or could have been, awarded uheet995 plan during the year ended Septembe2@®0L; however, previously awarc
but unexercised options were outstanding undepthis during the year.
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The following tables show the activity of optionsdanonvested (restricted) shares granted, exercwefbrfeited under all of tt
Company’s option and incentive plans during theyeaded September 30, 2011 and 2010.

Weighted

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

(Dollars in Thousands, Except Share and Per Shar)

Options outstanding, September 30, 2 490,997 $ 23.3¢ 6.4¢ $ 4,57¢
Granted 24,93t 17.61
Exercisec (13,77¢) 13.6¢
Forfeited or expires (16,800 25.9¢
Options outstanding, September 30, 2011 485,35 $ 23.2¢ 59C $ 463
Options exercisable end of ye 452,970 $ 23.31 591 $ 401
Weighted
Weighted Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Share: Price Term (Yrs) Value

(Dollars in Thousands, Except Share and Per Shar)

Options outstanding, September 30, 2 577,92 $ 23.7¢ 71z $ 1,83¢
Granted 55,15 30.9¢
Exercisec (41,549 16.2¢
Forfeited or expires (100,53) 32.3(
Options outstanding, September 30, 2010 490,99 $ 23.3¢ 6.4¢ $ 4,57¢
Options exercisable end of year 448,79. $ 23.3¢ 6.4t $ 4,20¢
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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

Weighted

Number of Average
Fair Value

Share: At Grant

(Dollars in Thousands, Except
Share and Per Share Da

16671 $ 24.4%
5,95( 17.9(
(7,617 19.3:

- $ -
Weighted

Number of Average
Fair Value

Share: At Grant

(Dollars in Thousands, Exce
Share and Per Share Da

The Company and its subsidiaries file a consolilléeeral 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 expense (benefit
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333 $ 24.4:
3,60( 23.01
(5,267 23.4¢
1,667 $ 24.4°
2011 201( 200¢
(Dollars in Thousands
4101 $ 519¢ $ 29¢
(783) 1,17¢ (840)
3,31¢ 6,36¢ (541)
46( 92¢ 12¢
(159 12 (130)
30% 1,057 )
3,62: $ 7420 $ (543)
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Total income tax expense (benefit) differs from sketutory federal income tax rate as follows:

Years ended September 3( 2011 201( 200¢
(Dollars in Thousands

Income tax expense (benefit) at 35% federal ta $ 289 $ 6,93t $ (682)

Increase (decrease) resulting frc
State income taxes net of federal ber 19¢ 68< Q)
Nontaxable buildup in cash surrender ve (184 (184 174
Incentive stock option expen 52 46 20C
Tax exempt incom (38 (25 (29
Nondeductible expens: 72€ 78 101
Other, net (25) (113) 32

Total income tax expense (benefit $ 3,62 % 7,42 $ (54%)

Year-end deferred tax assets and liabilities inetLith other assets and other liabilities consist of

September 30 2011 201(
(Dollars in Thousands

Deferred tax asset

Bad debt: $ 1,88 $ 2,00z
Stock based compensati 35¢ 384
Operational reserv 67€ 517
Other, ne 2,08¢ 1,16¢
Gross deferred tax ass: 5,00z 4,067
Deferred tax liabilities
FHLB stock dividenc (433) (433
Premises and equipme (1,232 (2,455
Patent (503) (412)
Prepaid expenst (65¢) (529)
Net unrealized gains on securities available &b (3,925 (985)
Deferred loan fees (63) (63)
Gross deferred tax liabilities (6,819 (3,87%)
Net deferred tax assets (liabilities $ (1,812 $ 19C

Federal income tax laws provided savings banks aditiitional bad debt deductions through Septem8el 387 totaling $6.7 millic
for the Bank. Accounting standards do not requideterred tax liability to be recorded on this amtpwvhich liability otherwise would tot
approximately $2.3 million at September 30, 2011d 2010. If the Bank were to be liquidated or otlise cease to be a bank, or if tax |
were to change, the $2.3 million would be recorde@xpense.

The provisions of ASC 740Accounting for Uncertainty in Income Taxaddress the determination of how tax benefits @diro
expected to be claimed on a tax return should terded in the consolidated financial statementsldd ASC 740, the Company recognizes
tax benefits from an uncertain tax position onljt is more likely than not that the tax positioillwe sustained upon examination, with a
examination being presumed to occur, including tesolution of any related appeals or litigation.eTtax benefits recognized in
consolidated financial statements from such a jposdre measured as the largest benefit that lgasager than fifty percent likelihood of be
realized upon ultimate resolution. Management kelethat the realization of deferred tax assetmdase likely than not based on
expectations as to future taxable income; therefbere was no deferred tax valuation allowanceegtember 30, 2011 and 2010.
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In addition, the Company is required to establishtingency reserves for material, known tax expesufhe Compang’tax reserve
reflect managemerst’judgment as to the resolution of the issues irewlif subject to judicial review. While the Compabelieves that i
reserves are adequate to cover reasonably expeoteitks, there can be no assurance that, imstiainces, an issue raised by a tax autt
will be resolved at a financial cost that does exxteed its related reserve. With respect to theserves, the Comparsylncome tax expen
would include (i) any changes in tax reserves rgisiom material changes during the period in thets and circumstances surrounding ¢
issue, and (ii) any difference from the Companiax position as recorded in the financial stammand the final resolution of a tax is
during the period

Income tax returns for fiscal years 2009 thru 204ith few exceptions, remain open to examinationfégeral and state taxi
authorities. The Company determined that no lipbilor unrecognized tax benefits and associateduadcinterest and penalties existe
September 30, 2011 and 2010.

NOTE 14. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS

The Bank is the Comparg/’primary subsidiary. The Bank is subject to vasioagulatory capital requirements. Failure to 1
minimum capital requirements can initiate certaiangfatory or discretionary actions by regulatorg, tfaundertaken, could have a dir
material effect on the financial statements. Unchgital adequacy guidelines and the regulatory éwaark for prompt corrective action, !
Bank must meet specific quantitative capital guided using its assets, liabilities and certain baffance sheet items as calculated u
regulatory accounting practices. The requiremergsatso subject to qualitative judgments by theil@grs about components, risk weighti
and other factors.

Quantitative measures established by regulatiensure capital adequacy require the Bank to maimenimum amounts and rat
(set forth in the table below) of total risk-basegbital and Tier | capital (as defined in the regiohs) to riskweighted assets (as defined), a
leverage ratio consisting of Tier | capital (asided) to average assets (as defined). As of Seme®®, 2011, the Bank met all cag
adequacy 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 Purpose: Corrective Action Provisions
Amount Ratic Amouni Ratic Amount Ratic
(Dollars in Thousands
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 to
assets 80,82« 6.3¢ 50,69¢ 40C $ 63,37: 5.00%
Tier 1 (core) capital (to riskweighted
assets 80,82 18.97 17,04¢ 4.0C 25,56¢ 6.0C
Total risk based capital (to rit
weighted asset: 85,75( 20.1Z 34,09: 8.0C 42,61« 10.0C
September 30, 201!
MetaBank
Tangible capital (to tangible asse $ 74,64 7.2%% $ 15,36¢ 1.5(% nle nle
Tier 1 (core) capital (to adjusted to
assets 74,64 7.2¢ 40,98: 40C $ 51,22¢ 5.00%
Tier 1 (core) capital (to risweighted
assets 74,64: 17.5% 16,99 4.0C 25,48: 6.0C
Total risk based capital (to risk
weighted asset: 79,87¢ 18.8( 33,98: 8.0C 42,47¢ 10.0¢

Regulations limit the amount of dividends and otbapital distributions that may be paid by a finahdnstitution without prio
approval of its primary regulator. The regulatoegtriction is based on a three-tiered system whighgreatest flexibility being afforded to well-
capitalized (Tier 1) institutions. The Bank is amtly a Tier 1 institution. Accordingly, the Bankrc make, without prior regulatory appro
distributions during a calendar year up to 100%hefir retained net income for the calendar yeaddte plus retained net income for
previous two calendar years (less any dividendgiqusly paid) as long as they remain wedlpitalized, as defined in prompt corrective ac
regulations, following the proposed distributioncotardingly, at September 30, 2011, approximately.$Imillion of the Banks retaine
earnings were potentially available for distributitm the Company.
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During 2010, the Office of Thrift Supervision ("OT)Sssued Supervisory Directives to the Bank bazedhe OTSassessment of t
Bank’s thirdparty relationship risk, enterprise risk managemantl rapid growth (in the MPS division) and hasbaidvised the Bank that
OTS had determined that the Bank engaged in uafaiteceptive acts or practices in violation of &t of the Federal Trade Commiss
Act and the OTS Advertising Regulation in connettigith the Banks operation of the iAdvance line of credit prograpm July 15, 2011, tl
Company and the Bank each stipulated and consémte€ease and Desist Order (together, the "Oraergie “Consent Ordersi$sued by th
OTS. Under the Orders, the OTS and the Bank agupeth a Remuneration Plan to provide reimbursemeriAdvance Line of Crec
borrowers affected by the Bamkfailure to implement a recurring use plan. ThenReeration Plan provides for an aggregate amoufd
million to be paid iAdvance customers. The Bankoadtipulated and consented to an Order of Assedsofea Civil Money Penalty (tt
"Assessment") providing for the Bank's payment 40@&000. The Orders and the Assessment becameéiedfen July 15, 2011. Both su
were paid in the fourth quarter of fiscal 2011. Enthe terms of the Orders and the AssessmenQTt&acknowledged that the Company
the Bank neither admitted nor denied the OTS figdlim the Orders and the Assessment or that groexided to initiate a proceeding.

The Orders require the Company and the Bank to gubrnthe OTS (or its successor) various managerardtcompliance plans €
programs to address the matters initially iderdifie the Supervisory Directives as well as planseishancing Company and Bank capital
require nonebjection by OTS (or its successor) for Companyhadisidends, distributions, share repurchases, paysnof interest or princig
on debt and incurrence of debt. Under the ternteeOrder, the Bank agrees that it will cease asilstifrom (1) violations of certain laws
regulations and (2) unsafe or unsound practicesrédsailted in it operating without adequate: (agiinal controls, management informa
systems and internal audit reviews of its thirdtypaponsorship arrangements; and (b) certain indtion technology policies and procedu
The limitations related to MPS following the issoarof the Supervisory Directives remain in plaagctSlimitations include receiving the pr
written approval of the Regional Director of the ®Tor its successor) before the Bank may (1) einterany new third party relationsl|
agreement concerning any credit product, deposiymt (including prepaid cards), or automatic teffeachine or materially amend any s
existing agreement (except for amendments to aehoevnpliance with applicable laws, regulations regulatory guidance); (2) origina
directly or through any third party, tax refundiaiation loans; (3) offer a tax refund transfeogessing service directly or through any t
party; or (4) offer or originate iAdvance lines@kdit to new customers or permit draws on existikdyance lines of credit, either directly
through any third party.

Compliance with the Orders will be subject to tegiew and supervision of the OCC with respect th@lBand the Federal Rese
Board with respect to the Company. There can bassorance that the Company or the Bank can fullyptp with the requirements of t
Orders or receive non-objection to the Companyysreant of dividends and interest.

The Orders further require the Company and the Bansubmit to the OTS (or its successor) variousagament and compliar
plans and programs to address the matters initiddgtified in the Supervisory Directives as wedl @lans for enhancing Company and E
capital. Although there can be no assurance thetaetions will continue in the future, by separatéeleagreement, the OTS took no objec
to the Company request to prepay its scheduled July 2011 tmefeped security payment; similarly, the Federak&ve has approved
Companys declaration of a dividend payable on January0122o stockholders of record on December 12, 28bth the Company and t
Bank remain well-capitalized under federal bankjuifelines after the reimbursement and the Assedsme

Since the issuance of the Supervisory Directivestae Consent Orders, the Company and the Bank lese cooperating with t
OTS and the OCC to correct those aspects of iteatipas that were addressed in the Orders, and geamant of the Company and the B
believe they have already made substantial progféss Company and the Bank have completed manlyeoitéms in the Orders and expec
complete all of the required actions in the Ordsrsheir respective deadline dates.
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On July 21, 2011, pursuant to the Dddidink Act, the OTS was integrated into the OCC tliedfunctions of the OTS related to tt
holding companies were transferred to the FedeeskeRe Board. The OCC is now responsible for thgoimg examination, supervision &
regulation of the Bank. The Dodetank Act maintains the existence of the federaings association charter and the HOLA, the prinsagut
governing the federal savings banks. The FederséiRe Board is now responsible for the ongoing émation, supervision and regulatior
the Company.

NOTE 15. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank makdsuscommitments to extend credit which are nfiected in the accompanyi
consolidated financial statements.

At September 30, 2011 and 2010, unfunded loan comenits approximated $48.0 million and $37.8 millespectively, excludir
undisbursed portions of loans in process. Unfuridad commitments at September 30, 2011 and 2018 préncipally for variable rate loai
Commitments, which are disbursed subject to cefiaiitations, extend over various periods of tintgenerally, unused commitments
canceled upon expiration of the commitment terrawgbned in each individual contract.

The exposure to credit loss in the event of nomperance by other parties to financial instrumeotscbmmitments to extend credi
represented by the contractual amount of thoseum&nts. The same credit policies and collaterguirements are used in mak
commitments and conditional obligations as are digedn-balance-sheet instruments.

Since certain commitments to make loans and to fumed of credit and loans in process expire withoeing used, the amount d
not necessarily represent future cash commitmémeddition, commitments used to extend creditaayeements to lend to a customer as
as there is no violation of any condition estaldi$in the contract.

Securities with fair values of approximately $180lion and $9.9 million at September 30, 2011 &0d0, respectively, were pled¢
as collateral for public funds on deposit. Secesitivith fair values of approximately $13.9 milliand $16.6 million at September 30, 2011
2010, respectively, were pledged as collateraifdividual, trust and estate deposits.

Under employment agreements with certain execudffieers, certain events leading to separation ftbs Company could result
cash payments totaling approximately $4.6 millisrodSeptember 30, 2011. Currently, however, pursitathe Consent Orders, and subje
certain exceptions, no payments that are contingiethe termination of employment of such officeray be made.

Legal Proceedings

Lawsuits against MetaBank involving the sale ofgmuted MetaBank certificates of deposit continubecaddressed. In all, nine ce
have been filed to date, and of those nine, thieaee tbeen dismissed, and five have been settlepapments that the Company deel
reasonable under the circumstances, including dkes ©f litigation. Most recently, the class acti@uardian Angel Credit Union v. MetaBe
et al., Case No. 08-cv-261-PB (USDC, District of )Nitas settled.

There is now one remaining lawsduit relating to tmiatter: Airline Pilots Assoc Federal Credit UnienMetaBank, filed in the low
District court for Polk County, Case No. Al1:8792. The underlying matter was first disclosethe Company's quarterly report for the pe
ended December 31, 2007, which stated that an geglof the Bank had sold fraudulent CDs for her denefit. The unauthorized and ille
actions of the employee have since prompted a nuoftdemands and lawsuits seeking recovery onrdnadfilent CDs to be filed against
Bank, which have been disclosed in subsequengélihe employee was prosecuted, convicted anduoa 2, 2010, sentenced to more
seven years in federal prison and ordered to pase rtian $4 million in restitution. Notwithstandintige nature of her crimes, which w
unknown by the Bank and its management, plaimifiie remaining case seeks to impose liabilityr@nBank under a number of legal thec
with respect to the $99,000 fraudulent CD that wsased by the former employee. The Bank and itsreérs which has assumed defense o
action and which is advancing defense costs sutgjextreservation of rights, continue to vigorousiytest liability in the remaining actions.
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Cedar Rapids Bank & Trust Company v MetaBank, Qésel ACV007196. In a separate matter, on Novemb&089, Cedar Rapi
Bank & Trust Company ("CRBT") filed a Petition agsi MetaBank in the lowa District Court in and fonn County claiming an unspecifi
amount of money damages against MetaBank arisimg f€CRBT's participation in loans originated by Midak to companies owned
controlled by Dan Nelson. The complaint states thatNelson companies eventually filed for bankeypand the loans, including CRB
portion, were not fully repaid. Under a varietytbéories, CRBT claims that MetaBank had materightige information about Dan Nelson,
companies and the loans that it did not share @RBT prior to CRBT taking a participation interesth the fourth quarter of fiscal 2011, t
matter was settled for a payment deemed reasonabksr the circumstances, including costs of litayat

In re Meta Financial Group, Inc., Securities Litiga; Case No. C1@108MWB. Two former stockholders filed separatepoutec
class action lawsuits against the Company andinesfdts officers alleging violations of certaiederal securities laws. The cases were file
October 22, 2010 and November 5, 2010 in the Uriittades District Court for the Northern Districtlofva purportedly on behalf of those v
purchased the Company's stock between May 14, @0%®ctober 15, 2010. On January 12, 2011, Judgk WaBennett appointed The Ec
Partnership lead plaintiff and on March 14, 201 ®f&&artnership filed its amended complaint. Therated complaint alleges that the nal
officers violated Sections 10(b) and 20(a) of tleeBities Exchange Act and SEC Rule B)b connection with certain allegedly false
misleading public statements made between May Q@9 and October 15, 2010 by the Company and itsesff. Defendants moved to disn
the amended complaint in its entirety but on July 2011, the court denied the motion and ordered discovery proceed. The par
conducted a mediation on December 5, 2011 and edaghentative settlement of the matter. Aftertérens of the settlement are reduced
definitive settlement agreement, the settlementtrinen be reviewed by the court, submitted to thsscmembers for their consideration
comment, and finally approved by the court beftwe matter can be dismissed with prejudice. As effiling of this Annual Report on Fol
10K, provided that the amount of the tentative setdat is approved by the court and the amount obétiéement is paid by the Compa
insurance as expected by the Company, the Compaesy bt expect to incur losses in addition to tmewnts that it has previously exper
which would be material to its consolidated finahsitatements.

On December 9, 2011, a stockholder derivative camptaptionedrown v. Haahr, et al, CL 123931, was filed in the lowa Disti
Court for Polk County against certain officers atigctors of the Company. The suit alleges thatethparties breached their fiduciary du
to the Company by, among other things, making statés between May, 2009 and October, 2010, whieintiff claims were false a
misleading and by allegedly failing to implementegdate internal controls and means of supervisioth@ Company. The individt
defendants intend to vigorously defend the suite&timate of a range of possible loss cannot beeraadf the filing of this Annual Report
Form 10-K because of the early stage of the liiigat

In addition to the previously disclosed ATM lawsuftled in 2011, there were two lawsuits filed iretfourth quarter of fiscal 20
and four additional lawsuits since, concerning AT&f@nsored by MetaBank, each involving claims thabtification required to be plac
upon an automated teller machine was absent ordfispdate, in violation of Regulation E of theeEtronic Fund Transfer Act: Wallace St
lll. v. Meta Financial Group, Inc., Case No. 1:3@4531, filed in the United States District Count foe Northern District of lllinois, Easte
Division; and Spencer Webb, Individually and on Bilof all Others Similarly Situated v. MetaBankeb Payment Systems, and DoeB01-
Inclusive, Case No. 3:11-cv-02178M-S, filed in the United States District Court fitte Southern District of California; Tamara Vanog
behalf of herself and a class v. MetaBank, N.A. Boés 1-5, Case No. 1:11-06972, filed in the United States District Count floe Norther
District of lllinois, Eastern Division; lan Collindndividually and on Behalf of All Others SimilgriSituated v. Mission Gorge Ligu
MetaBank, Meta Payment Systems, and Does 1-1Q)divel, Case No. 3:11-cv-02345ROR, filed in the United States District Court the
Southern District of California; Spencer Webb, idually and on Behalf of all Others Similarly Sitied v. MetaBank, Meta Payment Syste
Swipe USA, LLC, and Does 1-10, Inclusive, Case Bld1-cv-02240-MMABLM, filed in the United States District Court fthe Souther
District of California; and Matthew Johns v. MAF Sgms ATM, MetaBank, ATM Express Inc., Doedd-and XYZ Corporation, Case
201125436, filed in the Court of Common Pleas, Montggm@ounty, Pennsylvania. The Company denies ligbiti these matters, and v
contest these lawsuits with the ATM operators, Whate each obligated to indemnify the Company ésisés, costs and expenses in 1
matters. An estimate of a range of possible lossn@abe made at this stage of the litigation beeatie extent of the Company’
indemnification by the ATM operators is unknown.
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Patrick Finn and Light House Management Group, &scReceiver for First United Funding, LLC and Goke Johnson v. MetaBa
et al, Case 5:11-c94041. On May 4, 2011, Patrick Finn and Light Hollenagement Group, Inc. as Receivers for Firstédhiunding, LL(
and Corey N. Johnson (“Receiverdiled a complaint against MetaBank in the Unitedt8¢ District Court for the Northern District ofwe
requesting judgment avoiding approximately $1.5iaril of transfers that allegedly resulted in a firaf MetaBank arising from MetaBark'’
participation in loans originated by First Unitedrigling, LLC. Similar complaints have been filedthg Receivers against other lenders
purchased participation interests in the sameroilai loans originated by First United Funding, LLThe complaint states that First Uni
Funding, LLC and Corey N. Johnston were involved ioriminal enterprise to defraud creditors. Unalesariety of theories, Receivers cli
that loan repayments to MetaBank constitute fraemtutransfers and MetaBank was unjustly enrichethéodetriment of these creditors
MetaBank intends to vigorously defend the caseesiimate of a range of possible loss is approxilp&@ to $0.5 million as of the filing de
of this Annual Report on Form 10-K.

The Bank utilizes various third parties for, amather things, its processing needs, both with retsfgestandard Bank operations
with respect to its MPS division. MPS was notifiedApril 2008 by one of the processors that thecpssor's computer system had |
breached, which led to the unauthorized load amehdipg of funds from Banlssued cards. The Bank believes the amount in iquegi be
approximately $2.0 million. The processor and papgmanager both have agreements with the Banldaminify it for any losses as a resul
such unauthorized activity, and the matter is oéfld as such in its financial statements. In aoldjtthe Bank has given notice to its ¢
insurer. The Bank has been notified by the progetbsd its insurer has denied the claim filed. Baask made demand for payment and fil:
demand for arbitration to recover the unauthoriediing and spending amounts and certain damadpesBank has settled its claim with
program manager, and has received an arbitrati@ycaagainst the processor. That arbitration has kegered as a judgment in the Stal
South Dakota, which judgment has been transfeoréldet State of Florida for garnishment proceedamginst the processor and its insurer.
Company’s estimate of a range of possible losppsaximately $0 to $0.5 million as of the filingtéeof this Annual Report on Form 10-K.

Certain corporate clients of an unrelated compaagned Springbok Services, Inc. (“Springbok§quested through counse
mediation as a means of reaching a settlement¢undf commencing litigation against MetaBank. Tésults of that mediation have not led
settlement. These claimants purchased MetaBankaigragward cards from Springbok, prior to Springlsobankruptcy. As a result
Springboks bankruptcy and cessation of business, some aéthards cards which had been purchased were aetreated or funded. Coun
for these companies have indicated that they agpgped to assert claims totaling approximately $aifion against MetaBank based
principal/agency or failure to supervise theoriElse Company denies liability with respect to thelséms. The Companyg’estimate of a ran
of possible loss is approximately $0 to $0.3 millio

For further discussion, see Note 14 herein.
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NOTE 16. LEASE COMMITMENTS

The Company has leased property under various noetzble operating lease agreements which expiraratus times through 20:
and require annual rentals ranging from $3,4009883000 plus the payment of the property taxesmabmaintenance, and insurance
certain property.

The following table shows the total minimum rerdaimmitment at September 30, 2011, under the leases.

September 30

(Dollars in Thousands

2012 $ 1,54¢
2013 1,357
2014 1,18¢
2015 1,12¢
2016 1,15(
Thereafter 3,092
Total Leases Commitmen $ 9,45¢€

NOTE 17. SEGMENT REPORTING

An operating segment is generally defined as a corapt of a business for which discrete financi&drimation is available and whc
results are reviewed by the chief operating desisiaker. Operating segments are aggregated intotedpp@rsegments if certain criteria
met. The Company has determined that it has twortaple segments. The first reportable segment&iRBanking, consists of its banki
subsidiary, the Bank. The Bank operates as a imaditcommunity bank providing deposit, loan anleotrelated products to individuals
small businesses, primarily in the communities whéeir offices are located. The second reportabtgnent, MPS, is a division of the Be
MPS provides a number of products and services to @iginstitutions and other businesses. These mtsdand services include issuanc
prepaid debit cards, sponsorship of ATMs into tkdid networks, credit programs, ACH origination \segs, gift card programs, reb
programs, travel programs, and tax related progr&tiser programs are in the process of developnidmg. remaining grouping under
caption “All Others” consists of the operationgted Company and Meta Trust and inter-segment editians.

Transactions between affiliates, the resulting nexes of which are shown in the intersegment reverategory, are conducted
market prices, meaning prices that would be patdafcompanies were not affiliates.

Meta
Retail Payment
Banking Systems® All Others Total

(Dollars in Thousands
Year Ended September 30, 201

Interest incom $ 27,24¢ % 11,68: $ 126 % 39,05¢
Interest expense 4,127 15¢ 467 4,74
Net interest income (los 23,12: 11,52¢ (339 34,31:
Provision for loan losse 65C (372) - 27¢
Nor-interest incom 3,59t 53,48¢ 41C 57,49:
Non-interest expense 23,68¢ 59,17¢ 397 83,26:
Income (loss) before te 2,381 6,20¢ (32€) 8,26:
Income tax expense (benefit) 1,451 2,304 (132) 3,628
Income (loss) $ 93C $ 3,90¢ $ (199 $ 4,64(
Inter-segment revenue (expen: $ 9,89C $ (9,890 $ - $ =
Total asset 308,18« 965,38t 1,90¢ 1,275,48.
Total deposit: 216,90¢ 925,24t (535 1,141,62
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Year Ended September 30, 201
Interest incom
Interest expens
Net interest income (los
Provision for loan losse
Nor-interest incom
Non-interest expense
Income (loss) before te
Income tax expense (benel
Income (loss)

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

Year Ended September 30, 200
Interest incomt
Interest expense
Net interest income (los
Provision for loan losse
Non-interest incomt
Non-interest expense
Income (loss) before te
Income tax expense (benefit)
Income (loss)

Inter-segment revenue (expen:
Total asset
Total depositt

123

Retail Meta Payment
Banking Systems® All Others Total
(Dollars in Thousand:s
$ 2577.  $ 13,267 $ 45 39,08
5,15¢ 362 47¢€ 5,99:
20,61¢ 12,90¢ (431) 33,09(
4,37¢ 11,41¢ - 15,79
4,174 93,20: 68 97,44+
19,45: 74,46 1,01¢€ 94,93(
96< 20,22¢ (1,379 19,81
367 7,60¢€ (559%) 7,42(
$ 59¢ $ 12,62 $ (826) 12,39:
$ 9,56( $ (9,560 $ = =
341,48t 685,69( 2,58¢ 1,029,76!
242,96 655,24 (75€) 897,45
Retail Meta Payment
Banking Systems® All Others Total
(Dollars in Thousands
$ 35,08! $ 9,41t % (7,772) 36,72¢
15,33 844 (7,269) 8,907
19,75! 8,571 (502) 27,81¢
10,42} 8,28¢ - 18,71
2,48( 77,39¢ 93 79,96¢
18,80( 71,01¢ 1,26 91,08:
(6,99¢6) 6,66t (1,675 (2,006
(2,545 2,56 (56E) (54%)
$ (4,45) $ 4,09¢ $ (1,110 (1,467)
$ 8,46¢ $ (8,46€) $ = =
389,05: 441,79: 3,93 834,77
231,96 422,09( (309 653,74
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The following tables present gross profit dataNt®S for the years ended September 30, 2011, 204 @@00, respectively.

Fiscal Year Ended September 3( 2011 2010 2009
Interest incom $ 11,68: $ 13,267 $ 9,41¢
Interest expens 158 362 844
Net interest incom 11,52¢ 12,90¢ 8,571
Provision for loan losse (372) 11,41¢ 8,28¢
Nor-interest income 53,48¢ 93,20: 77,39¢

Card processing expen 23,26 38,24 34,35(
Gross Profit 42,12¢ 56,44¢ 43,33:
Other norinterest expens 35,91¢ 36,22( 36,66¢

Income from operations before t 6,20¢ 20,22¢ 6,66¢
Income tax expense 2,304 7,60¢ 2,56

Income from operatior $ 3,90¢ % 12,62: $ 4,09¢
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NOTE 18. PARENT COMPANY FINANCIAL STATEMENTS

Presented below are condensed financial staterfaritse parent company, Meta Financial.

CONDENSED STATEMENTS OF FINANCIAL CONDITION

September 30

ASSETS
Cash and cash equivalel
Securities available for sa
Investment in subsidiarie
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Subordinated debentur
Other liabilities

Total liabilities

STOCKOLDERS' EQUITY
Common stocl
Additional paic-in capital
Retained earning
Accumulated other comprehensive inco
Treasury stock, at cost
Total stockholders' equity
Total liabilities and stockholders' equity

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

Income (loss) before income taxes and equity undistributed net income (loss) o

subsidiaries

Income tax benef

Income (loss) before equity in undistributed net icome (loss) of subsidiarie

Equity in undistributed net income (loss) of sulssigs

Net income (loss

2011 201(
(Dollars in Thousands

$ 162 $ 88:
- 65€
88,47¢ 79,14¢
881 1,697
$ 90,98 $ 82,38¢
$ 10,31C % 10,31(
94 30
$ 10,40¢ $ 10,34(
34 34
32,47 32,38
45,49¢ 42,47¢
6,33¢€ 1,59¢
(3,758 (4,445
$ 80,577 $ 72,04+
$ 90,98 $ 82,38¢

2011 201( 200¢

(Dollars in Thousands

$ 38 $ - $ >

152 55 11F

53¢ 55 11F

467 487 617

397 804 1,09t

864 1,291 1,712

(326 (1,236 (1,597

(132) (499 (53€)

(199 (73¢) (1,062

4,83¢ 13,13( (402)

$ 4,64C $ 12,39: $ (1,46%)
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CONDENSED STATEMENTS OF CASH FLOWS

For the Years Ended September 3( 2011 2010 2009
(Dollars in Thousand:s
CASH FLOWS FROM OPERATING ACTIVITIES

Net income (loss $ 4640 $ 12,39: $ (1,463
Adjustments to reconcile net income to net cashideal by (used in) operating activit
Equity in undistributed net income (loss) of sulmies (4,839 (13,130 40z
Gain on sale of securities available for ¢ (385) - -
Change in other asse 81¢ (423) (1,047
Change in other liabilitie 64 (777 457
Other, ne - - 5
Net cash provided by (used in) operating activitie 301 (1,937 (1,657
CASH FLOWS FROM INVESTING ACTIVITES
Investment in subsidiat 24¢€ - -
Capital contributions subsidiari - (6,15%) -
Proceeds from the sale of securities availabledte 1,03t - -
Other, ne 3 262 15
Net cash provided by (used in) investing activite 1,28¢ (5,895 15
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in loan payable to subsidia - (250) (250)
Cash dividends pai (1,627 (1,549 (1,359
Proceeds from exercise of stock opti 57& 1,33( 15
Other, ne 202 9,08: 1,22¢
Net cash (used in) provided by financing activitie (844 8,61¢ (364)
Net change in cash and cash equivaler $ 741 % 787 % (2,000
CASH AND CASH EQUIVALENTS
Beginning of year $ 88: $ 9% $ 2,09¢
End of yeal $ 162¢ $ 88: $ 96

The extent to which the Company may pay cash diddeo stockholders will depend on the cash cugremailable at the Compar
as well as the ability of the Bank to pay dividetalshe Company. For further discussion, s ee Ndtherein.
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NOTE 19. SELECTED QUARTERLY FINANCIAL DATA (UNAUDIT ED)

QUARTER ENDED

March 31

June 30

September

December 3.
Fiscal Year 2011
Interest incom $ 9,62(
Interest expens 1,34z
Net interest incom 8,27¢
Provision for loan losse (28)
Income (loss 721
Earnings (loss) per common and common equivalere
Basic $ 0.2
Diluted 0.2:<
Dividend declared per sha 0.1:
Fiscal Year 201C
Interest incom $ 9,064
Interest expens 1,74¢
Net interest incom 7,31¢
Provision for loan losse 4,691
Income 1,192
Earnings per common and common equivalent s
Basic $ 0.4t
Diluted $ 0.4t
Dividend declared per sha 0.1z
Fiscal Year 200¢
Interest incom $ 8,72¢
Interest expens 2,56¢
Net interest incom 6,161
Provision for loan losse 2,12¢
Income (loss 673
Earnings (loss) per common and common equivalere
Basic $ 0.2¢
Diluted $ 0.2¢
Dividend declared per sha 0.1z

NOTE 20. FAIR VALUES OF FINANCIAL INSTRUMENTS

9,58(
1,16:
8,41

214
2,745

0.8¢
0.8¢
0.1%

10,38:
1,38
9,001
9,47¢
5,17¢

1.7¢
1.7¢
0.1z

(Dollars in Thousands

9,98(
1,15¢
8,821

(161)

(1,020)

(0.39)
(0.39)
0.1¢

10,11
1,45¢
8,65¢

60¢
3,53¢

1.1¢
1.11
0.1z

8,46¢
2,121
6,34¢
6,271
(2,587)

(0.99)
(0.99)
0.1¢

&+ B

9,87¢
1,08¢
8,79(

25¢
2,192

0.81

9,522
1,41(
8,11:
1,01z
2,48¢

0.87
0.81
0.1z

9,001
1,93-
7,06¢

(729)
(0.2¢)

(0.25)
0.1¢

ASC 820,Fair Value Measurementdefines fair value, establishes a framework for sneag the fair value of assets and liabili
using a hierarchy system and expands disclosuims &ir value measurement. It clarifies that fatue is the price that would be receive
sell an asset or paid to transfer a liability in @derly transaction between market participantshim market in which the reporting en

transacts.

The fair value hierarchy is as follows:

Level 1 Inputs— Valuation is based upon quoted prices for identiosaifruments traded in active markets that the Gomhas th

ability to access at measurement date.

Level 2 Inputs- Valuation is based upon quoted prices for simif@truments in active markets, quoted prices fontidal or simila
instruments in active markets that are not activetraodelbased valuation techniques for which significasuasptions are observa

in the market.

Level 3 Inputs- Valuation is generated from mod®sed techniques that use significant assumptionsbservable in the market ¢
are used only to the extent that observable inpmsnot available. These unobservable assumptieftect the Companyg’ owr
estimates of assumptions that market participaotgidvuse in pricing the asset or liability. Valuatitechniques include use of opt

pricing models, discounted cash flow models andlaimechniques.
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Securities Available for Sal&ecurities available for sale are recorded atValne on a recurring basis. Fair value measureisdrased upc
guoted prices, if available. If quoted prices ao¢ available, fair values are measured using aepeddent pricing service. Level 1 secur
include those traded on an active exchange, sutheallew York Stock Exchange, as well as U.S. Tiigaand other U.S. government i
agency securities that are traded by dealers debsdn active over-theeunter markets. The Company had no Level 1 or IL&&ecurities
September 30, 2011 and 2010. Level 2 securitidsidecagency mortgageacked securities and private collateralized mgegabligation:
municipal bonds and corporate debt securities.

The fair values of securities available for sale éetermined by obtaining quoted prices on natipmatognized securities exchan
(Level 1 inputs), or matrix pricing, which is a rhamatical technique widely used in the industryétue debt securities without relyi
exclusively on quoted prices for the specific séms, but rather by relying on the securitiesfationship to other benchmark quoted secu
(Level 2 inputs). The Company outsources this wauaaprimarily to a third party provider which ufies several sources for valuing fixed-
income securities. Sources utilized by the thirdypprovider include pricing models that vary badsgdasset class and include available ti
bid, and other market information. This methodolaggludes broker quotes, proprietary models, dptigs terms and conditions database
well as extensive quality control programs.

The following table summarizes the assets of the@my for which fair values are determined on aimgéeg basis at September
2011 and 2010.

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 securitie 590,91¢ - 590,91¢ -
Securities available for sale $ 619,24 $ - $ 619,24 $ -

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3
Debt securitie:
Trust preferred and corporate securi $ 17,55. $ - $ 17,55. $ -
Obligations of states and political subdivisic 3,91¢ - 3,91¢ -
Mortgage-backed securitie 485,38! - 485,38! -
Securities available for sale $ 506,85: $ - $ 506,85: $ -

Foreclosed Real Estate and Repossessed AReal estate properties and repossessed assetstiatly irecorded at the fair value less sel
costs at the date of foreclosure, establishingva ctest basis. The carrying amount at Septembe@0] represents the lower of the new
basis or the fair value less selling costs of flused assets that were measured at fair value guésteto their initial classification as foreclo
assets.

Loans.The Company does not record loans at fair valua cgcurring basis. However, if a loan is considénegaired, an allowance for lo

losses is established. Once a loan is identifiedndividually impaired, management measures impairtrin accordance with ASC 3.
Accounting for Creditors for Impairment of a Lo
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The following table summarizes the assets of then@my for which fair values are determined on a-remurring basis as
September 30, 2011.

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3

Foreclosed Assets, n $ 2,671 $ - 3% 2,671 $ -

Loans 20,20( - - 20,20(
Total $ 22,87. $ - $ 2,671 % 20,20(

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3

Foreclosed Assets, n $ 1,298 $ - $ 1298 $ =

Loans 13,91¢ - - 13,91¢
Total $ 15,21+ $ - 3 1,298 $ 13,91¢

The following table discloses the Company’s esteddair value amounts of its financial instrumeritds managemend’ belief the
the fair values presented below are reasonablalb@s¢he valuation techniques and data availabtaecCompany as of September 30, -
and 2010, as more fully described below. The opmratof the Company are maged from a going concern basis and not a liquiddiasis. A
a result, the ultimate value realized for the fitiahinstruments presented could be substantiaffgrént when actually recognized over ti
through the normal course of operations. Additipna substantial portion of the Company’s inherealue is the Bankstapitalization an
franchise value. Neither of these components haea lgiven consideration in the presentation ofvaiues below.

The following presents the carrying amount andhestigd fair value of the financial instruments h@jdhe Company at September
2011 and 2010. The information presented is sulbjechange over time based on a variety of factors.

September 30 2011 2010

Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

(Dollars in Thousand:s

Financial assets

Cash and cash equivale $ 276,89: $ 276,89. $ 87,50: $ 87,50
Securities available for sa 619,24 619,24 506,85 506,85
Loans receivable, ni 314,41( 316,15: 366,04! 369,30:
FHLB stock 4,73 4,731 5,28: 5,28:
Accrued interest receivab 4,13: 4,13: 4,75¢ 4,75¢
Financial liabilities

Noninterest bearing demand depo 945,95t 945,95t 675,16: 675,16:
Interest bearing demand deposits, savings, and ynoaekets 79,10: 79,10: 76,21¢ 76,21¢
Certificates of deposit 116,56 118,28¢ 146,07. 148,49(

Total deposit: 1,141,622 1,143,341 897,45: 899,87.
Advances from FHLE 11,00( 14,12¢ 22,00( 25,56
Securities sold under agreements to repurc 8,05¢ 8,05¢ 8,90¢ 8,90¢
Subordinated debentur 10,31( 10,32t 10,31( 10,29
Accrued interest payab 228 228 392 392

Off-balanci-sheet instruments, loan commitme - - - -
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The following sets forth the methods and assumptioged in determining the fair value estimatestifier Companys financia
instruments at September 30, 2011 and 2010.

CASH AND CASH EQUIVALENTS

The carrying amount of cash and short-term investais assumed to approximate the fair value.
SECURITIES AVAILABLE FOR SALE

Securities available for sale are recorded atValine on a recurring basis. Fair values for investnsecurities are based on obtai
guoted prices on nationally recognized securitiehanges, or matrix pricing, which is a matheméatieahnique widely used in the industr
value debt securities without relying exclusively quoted prices for the specific securities, btheraby relying on the securitieglationshi
to other benchmark quoted securities.
LOANS RECEIVABLE, NET

The fair value of loans is estimated using a histdior replacement cost basis concept (i.e. araeoé price concept). The fair value
loans was estimated by discounting the future fas¥s using the current rates at which similar leavould be made to borrowers with sim
credit ratings and for similar remaining maturitié¥hen using the discounting method to determinie Value, loans were gathered
homogeneous groups with similar terms and conditiand discounted at a target rate at which sindlans would be made to borrower:
September 30, 2011 and 2010. In addition, when cotimgp the estimated fair value for all loans, alfowes for loan losses have k
subtracted from the calculated fair value for cdastion of credit quality.
FHLB STOCK

The fair value of such stock is assumed to appraténibook value since the Company is generally ibledeem this stock at |
value.

ACCRUED INTEREST RECEIVABLE

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

The carrying values of nointerest bearing checking deposits, interest bgacimecking deposits, savings, and money mark
assumed to approximate fair value, since such dspae immediately withdrawable without penaltyheTfair value of time certificates
deposit was estimated by discounting expected dutash flows by the current rates offered on ceatiés of deposit with similar remain

maturities.

In accordance with ASC 825, no value has been regitp the Company’s lortgrm relationships with its deposit customers (
value of deposits intangible) since such intangibleot a financial instrument as defined under /A826.

ADVANCES FROM FHLB

The fair value of such advances was estimated bgoditing the expected future cash flows usingecurinterest rates as
September 30, 2011 and 2010 for advances withain@ims and remaining maturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES

The fair value of these instruments was estimatgddiscounting the expected future cash flows usilegived interest rat
approximating market as of September 30, 2011 8460 ?ver the contractual maturity of such borrowing

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

The commitments to originate and purchase loans k&xwns that are consistent with current markebseAccordingly, the Compa
estimates that the fair values of these commitmamsot significant.
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LIMITATIONS

It must be noted that fair value estimates are nadespecific point in time, based on relevantkeginformation about the financ
instrument. Additionally, fair value estimates dased on existing on- and dfflance sheet financial instruments without attémgptc
estimate the value of anticipated future businesstomer relationships and the value of assetdiabifities that are not considered finan
instruments. These estimates do not reflect anyipra or discount that could result from offering@ tGompanys entire holdings of a particu
financial instrument for sale at one time. Furthere since no market exists for certain of the Canyfs financial instruments, fair val
estimates may be based on judgments regardingefetxpected loss experience, current economic donsdlijtrisk characteristics of varic
financial instruments and other factors. Thesaregts are subjective in nature and involve unceita and matters of significant judgm
and therefore cannot be determined with a highl lefsprecision. Changes in assumptions as weldasonsiderations could significantly aft
the estimates. Accordingly, based on the limitatialescribed above, the aggregate fair value esttmate not intended to represent
underlying value of the Company, on either a gaiagcern or a liquidation basis.

NOTE 21. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of the Commaggbdwill and intangible assets for the years dr&kptember 30, 2011 and 2
are as follows:

Meta Meta
Traditional Payment Payment
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 1,50¢ $ 1,07¢  $ 77 $ 2,66
Acquisitions during the peric - 47¢ - 47¢
Amortization during the perio - - (77) (77)
Write-offs during the period (1,50¢) (241) - (1,749
Balance as of September 30, 2011 $ - $ 1,31t $ - $ 1,31¢
Meta Meta
Traditional Payment Payment
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 1,50¢ $ 707 $ - $ 2,21t
Acquisitions during the peric - 42F 231 65€
Amortization during the perio - - (154) (154)
Dispositions during the period - (54) - (54)
Balance as of September 30, 2010 $ 1,50¢ $ 1,07¢ $ 77 $ 2,66°
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The Company had no amortizable intangible assetsrded at September 30, 2011 and had one amodikathihgible asset recorc
at September 30, 2010.

The Company tests goodwill and intangible assetsrfipairment at least annually or more often if dibions indicate a possit
impairment. There was an impairment to goodwillidgithe year ended September 30, 2011 of $1.5amitliue primarily to the decline in 1
stock price of the Company at that period. There m@impairment to goodwill and intangible assetsrdy the year ended September 30, 2

Item 9. Changes In and Disagreements with Accountants on Aounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

(@) Disclosure Controls and Procedures

The Company’s management, with the participationthef Companys Chief Executive Officer and Chief Financial Oéfi¢c ha
evaluated the effectiveness of the Company’s “d&ale controls and procedures”, as such term isetkin Rules 13a—15(e) and 18d{e’
under the Exchange Act as of the end of the partaakred by this report. Based upon that evaluatios,Chief Executive Officer and Ch
Financial Officer concluded that the Companylisclosure controls and procedures were effedtivémely alerting them to the matel
information relating to the Company required toibeluded in the Compang’periodic SEC filings. In addition, no change ur interna
control over financial reporting (as defined in utl3a-15(f) and 15@5(f) under the Exchange Act) occurred during therth quarter of ol
fiscal year ended September 30, 2011 that has imteaffected, or is reasonably likely to matelgiahffect, our internal control over financ
reporting.

(b) Management’s Annual Report on Inté@antrol over Financial Reporting.

The Companys management is responsible for establishing andtamaing adequate internal control over finanaigborting. Th
Companys internal control over financial reporting is @pess designed to provide reasonable assuranaeliregthe reliability of financiz
reporting and the preparation of financial statetmenr external purposes in accordance with GAARr @ternal control over financi
reporting includes those policies and proceduras (i) pertain to the maintenance of records thmteasonable detail, accurately and f:
reflect the transactions and dispositions of thgewsof the Company; (ii) provide reasonable ass@rahat transactions are recorde
necessary to permit preparation of financial steteis1in accordance with GAAP, and that receiptsequenditures of the Company are b
made only in accordance with authorizations of management and directors; and (i) provide reaslenassurance regarding preventio
timely detection of unauthorized acquisition, uee,disposition of the Company assets that couldehavnaterial effect on the financ
statements.

Internal control over financial reporting, no mattew well designed, has inherent limitations. Bessaof such inherent limitatiol
internal control over financial reporting may neoéeyent or detect misstatements. Also, projectidnany evaluation of effectiveness to fut
periods are subject to the risk that controls megolme inadequate because of changes in conditiotisat the degree of compliance with
policies or procedures may deteriorate.

Management assessed the effectiveness of the Cghsgaternal control over financial reporting as efp&mber 30, 2011, based
the criteria set forth by the Committee of Sponspi©rganizations of the Treadway Commission inétnal Control-Integrated Framework.”
After conducting the assessment, management detedrthat, as of September 30, 2011, the Compaimgernal control over financ
reporting is effective, based on those criteria.

The effectiveness of the Company's internal cortk@r financial reporting as of September 30, 201 been audited by KPN
LLP, the independent registered public accounting fvho also has audited the Company's consoliditegicial statements included in 1
Annual Report on Form 1B: KPMG LLP's report on the Company's internal cohbver financial reporting appears on the follog/page ar
is voluntarily included by the Company under SEQeRu
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KPMG LLP

2500 Ruan Center
666 Grand Avenue
Des Moines, |IA 50309

Report of Independent Registered Public Accountingrirm

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

We have audited Meta Financial Group, Inc.’s (th@mPanys) internal control over financial reporting asSd#ptember 30, 2011, basec
criteria established idnternal Control — Integrated Frameworissued by the Committee of Sponsoring Organizatiohshe Treadws
Commission (COSO0).The Compasymanagement is responsible for maintaining effedtiternal control over financial reporting and fts
assessment of the effectiveness of internal comivel financial reporting, included in the accomyiag Managemens Annual Report ¢
Internal Controls over Financial Reportin. Our responsibility is to express an opinion oa tbompanys internal control over financ
reporting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8g&nited States). Those stand:
require that we plan and perform the audit to obtaBsonable assurance about whether effectiven@iteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal contka@r financial reporting, assessing the
that a material weakness exists, and testing aalli@ing the design and operating effectivenedatefnal control based on the assessed
Our audit also included performing such other pdoces as we considered necessary in the circunestate believe that our audit provide
reasonable basis for our opinion.

A companys internal control over financial reporting is @gpess designed to provide reasonable assurancaeliregthe reliability of financit
reporting and the preparation of financial statetsidor external purposes in accordance with gelyeeacepted accounting principles
companys internal control over financial reporting inclgdidose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assut
that transactions are recorded as necessary toitpgreparation of financial statements in accor@amdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoazations of management :
directors of the company; and (3) provide reasanalskurance regarding prevention or timely deteaifounauthorized acquisition, use
disposition of the company'’s assets that could lzareaterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @tteisstatements. Also, projections of
evaluation of effectiveness to future periods atgect to the risk that controls may become inadégibecause of changes in conditions, ol
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Meta Financial Group, Inc maintaine all material respects, effective internal ttohover financial reporting as of Septen
30, 2011, based on criteria establishethtarnal Control — Integrated Framewoigsued by the Committee of Sponsoring Organizatafrihe
Treadway Commission.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo@dnited States), the consolids
statements of financial condition of Meta Finan@abup, Inc. and subsidiaries as of September@D] 2nd 2010, and the related consolic
statements of operations, comprehensive incomegelsain stockholders’ equity, and cash flows farheaf the years in the thrgear perio
ended September 30, 2011, and our report datedniterel9, 2011 expressed an unqualified opinion hmse consolidated financ
statements.

/sl KPMG LLP

Des Moines, lowa
December 19, 2011
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Item 9B. Other Information
None.
PART IlI
Item 10. Directors, Executive Officers and Corporate Governace
Directors

Information concerning directors of the Companyuiegg by this item will be included under the cap8 “Election of Directors,”
"Communicating with Our Directors" and "Stockhold@roposals For The Year 2013 Annual Meeting" in @ampanys definitive Prox
Statement for the Annual Meeting of Stockholderdéoheld on January 30, 2012, a copy of which bellfiled not later than 120 days a
September 30, 2011 (the “2011 Proxy Statementd,isuncorporated herein by reference.

Executive Officers

Information concerning the executive officers af ompany required by this item is set forth unitiercaption Executive Officer ¢
the Company Who is Not a Director” contained intRattem 1 “Business” of this Annual Report on Fof0K and is incorporated herein
reference.

Compliance with Section 16(a)

Information required by this item regarding comptia with Section 16(a) of the Exchange Act williheluded under the capti
“Section 16(a) Beneficial Ownership Reporting Coiaapte” in the Company’s 2011 Proxy Statement arniddsrporated herein by reference.

Audit Committee Financial Expert

Information regarding the audit committee of then(pany’s Board of Directors, including information regargliJeanne Partlow, t
audit committee financial expert serving on theibcdmmittee for fiscal 2011 will be included undee captions “Meetings and Committees”
and “Election of Directors” in the Company’s 201tb®y Statement and is incorporated herein by refere
Code of Ethics

Information regarding the Company’s Code of Ethidl be included under the caption “Corporate Gaaerce” in the Company’
2011 Proxy Statement and is incorporated hereirefgrence.

Iltem 11. Executive Compensatior

Information concerning executive and director congagion will be included under the captionSompensation Processes
Procedures,” “Compensation of Directors” and “Exe@iCompensation” in the Compasy2011 Proxy Statement and is incorporated h
by reference.

ltem 12. Security Ownership of Certain Beneficial Owners andMlanagement and Related Stockholder Matter:
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€) Security Ownership of Certain Beneficial Owners &ahagemen

The information required by this item will be indied under the caption “Stock Ownership” in the Camys 2011 Proxy Stateme
and is incorporated herein by reference.

(b) Changes in Contrc

Management of the Company knows of no arrangemémtijding any pledge by any persons of securitieshe Company, tt
operation of which may, at a subsequent date;tresalchange in control of the Registrant.

(c) Equity Compensation Plan Informati

The Company maintains the 2002 Omnibus Incentivan Rbr purposes of issuing stock based compensatioemployees ai
directors. An amendment to this plan, authorizamgadditional 750,000 shares to be issued underplan, was approved by the Boar:
Directors on November 30, 2007, and by the stoakdrsl| at the annual meeting held February 12, 200& Company also has unexerc
options outstanding under a previous stock optian.prhe following table provides information abél Companys common stock that m
be issued under the Company’s omnibus incentivespla

Number of
securities
remaining
available for
future
Number of issuance
securities to Weighted- under equity
be issued average compensatio
upon exercis  exercise pric plan
of outstandin  of outstandin excluding
options, options, securities
warrants and warrants and  reflected in
Plan Categor rights rights (@)
Equity compensation plans approved by stockhol 485,35 $ 23.2¢ 622,76:
Equity compensation plans not approved by stocldre 0 $ 0.0C 0

Item 13. Certain Relationships and Related Transactions, an@®irector Independence

The information required by this item will be indied under the captions “Election of Directors,” “dliags and Committeesinc
“Related Person Transactions” in the Company’s 2ordky Statement and is incorporated herein byeefee.

Iltem 14. Principal Accounting Fees and Service

The information required by this item will be inded under the caption “Independent Registered uldcounting Firm”in the
Company’s 2011 Proxy Statement and is incorporaéedin by reference.
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PART IV

Iltem 15. Exhibits and Financial Statement Schedule

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

(@)

(b)

(€)

Financial Statements:

The following financial statements are included emBart Il, Item 8 of this Annual Report on FormK0

1.

2.

6.

7.

Exhibits :

Report of Independent Registered Public Accourfimmm.
Consolidated Statements of Financial Conditionfé8eptember 30, 2011 and 20.
Consolidated Statements of Operations for the YEaded September 30, 2011, 2010, and 2

Consolidated Statements of Comprehensiventecfor the Years ended September 30, 2011, 201C
and 2009

Consolidated Statements of Changes in Stddkls’ Equity for the Years Ended September 30,
2011, 2010, and 200

Consolidated Statements of Cash Flows for the YEaded September 30, 2011, 2010, and 2

Notes to Consolidated Financial Stateme

See Index of Exhibits.

Financial Statement Schedules

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

Pursuant to the requirements of Section 13 or 1&8f{the Securities Exchange Act of 1934, the Registhas duly caused this Rej
to be signed on its behalf by the undersignedeti@o duly authorized.

Date: December 19, 2011

By:

By:

By:

By:

By:

By:

By:

By:

META FINANCIAL GROUP, INC.

By:/s/ J. Tyler Haah

J. Tyler Haahr, Chairman of the Board, Prediden Chief
Executive Officel

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

/sl J. Tyler Haah

J. Tyler Haahr, Chairman of the Board, Presiand
Chief Executive Office
(Principal Executive Officer

/s/ E. Thurman Gaski

E. Thurman Gaskill, Vice Chairme

/s/ Bradley C. Hanso

Bradley C. Hanson, Directt

/s/ Frederick V. Moori

Frederick V. Moore, Directc

s/ Troy Moore Il
Troy Moore lll, Director

/s/ Rodney G. Muilenbur
Rodney G. Muilenburg, Directc

/s/ Jeanne Partlo
Jeanne Partlow, Directt

/s/ David W. Leedon

David W. Leedom, Executive Vice President ande€hi
Financial Officer

(Principal Financial and Accounting Office

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:
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Exhibit
Number
3(i)

3(ii)

4.1

*10.1

*10.2

*10.3

*10.4

*10.5

*10.6

*10.7

INDEX TO EXHIBITS

Description

Registrar’s Certificate of Incorporation as currently in effefiled on February 19, 2010 as an exhibit to Begistrar’s
registration statement on Forr-3 (Commission File No. 3:-164997), is incorporated herein by referet

Registrar’s Bylaws, as amended and restated, filed as ExBflijtto the Registra’s Report on Form -K for the fiscal yez
ended September 30, 2008 (Commission File [-22140), is incorporated herein by referer

Registrar’s Specimen Stock Certificate, filed on February 2810 as an exhibit to the Registl's registration statement
Form &-3 (Commission File No. 3:-164997), is incorporated herein by referer

Registrar’s 1995 Stock Option and Incentive Plan, filed abkikik 10.1 to Registra’s Report on Form -KSB for the fisce
year ended September 30, 1996 (Commission Filé-22140), is incorporated herein by referer

Employment agreement between MetaBank and J. Hdahr, originally filed as an exhibit to Regist’'s Report on Form -K
for the fiscal year ended September 30, 1997 (Casion File No. ®2140), is incorporated herein by reference.
amendment to such agreement, filed as an exhilfiiet®Registrant’s Report on Form KOfor the fiscal year ended Septembet
2008 (Commission File No-22140), is incorporated herein by referer

Registrar’s Supplemental Employe’ Investment Plan, originally filed as an exhibitRegistrar’s Report on Form -KSB for
the fiscal year ended September 30, 1994 (Commigsle No. 022140). First amendment to such agreement, filewhasxhibi
to the Registrant's Report on Form 10-K for thecdisyear ended September 30, 2008 (Commission Nrdle 0-22140), i
incorporated herein by referen:

Employment agreement between MetaBank and Jantéae®ir, originally filed on June 17, 1993 as an bithio the Registra’s
registration statement on Form S-1 (Commission Ritle 3364654). First amendment to such agreement, fileanasxhibit ti
the Registrant’'s Report on Form 10-K for the fisgalr ended September 30, 2008 (Commission File 3864654), i
incorporated herein by referen:

Registrant’s 2002 Omnibus Incentive Plan, filedExfibit 10.9 to Registrant’'s Report on Form K(er the fiscal year end:
September 30, 2003 (Commission File N-22140), is incorporated herein by referer

Employment agreement between MetaBank and Bradldya@son, originally filed as an exhibit to Regasi's Report on For
10-K for the fiscal year ended September 30, 2@Xi{mission File No. @2140). First amendment to such agreement, fil
an exhibit to the Registrant’s Report on Form 1@Kthe fiscal year ended September 30, 2008 (Casion File No. ®2140)
is incorporated herein by referen

Employment agreement between MetaBank and Troy #dbroriginally filed as an exhibit to RegistramReport on Form 10-
K for the fiscal year ended September 30, 2005 (Gmsion File No. ®2140). First amendment to such agreement, filear
exhibit to the Registrant’s Report on Form 10-K tioe fiscal year ended September 30, 2008 (Comomdsie No. 022140), i
incorporated herein by referen:
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*10.8

*10.9

*10.10

*10.11

*10.12

11

21

23.1
31.1
31.2
32.1
32.2
101.INS
101.SCH
101.CAL
101.DEF
101.LAB

101.PRE

The First Amendment to Registra;2002 Omnibus Incentive Plan, adopted by the Ragison August 28, 2006, and filed
December 19, 2006 as Exhibit A to Registrant’s 8Sale 14A (DEF 14A) Proxy Statement (Commission Wi 022140), i
incorporated by referenc

The Second Amendment to Regist’s 2002 Omnibus Incentive Plan, adopted by the Regison November 30, 2007, ¢
filed on January 3, 2008 as Exhibit A to RegistaBchedule 14A (DEF 14A) Proxy Statement (Commisstile No. 022140)
is incorporated by referenc

Employment agreement between MetaBank and Davidé¥dom, dated October 27, 2008 filed as an extukithe Registrant’
Report on Form 10-K for the fiscal year ended Sap&r 30, 2008 (Commission File N0.2@4140), is incorporated herein

reference

Amended and Restated Contract for Deferred Compiensbetween MetaBank and James S. Haahr, dategiSker 27, 20C
and the first amendment thereto filed as an exlibthe Registrant’s Report on Form K(for the fiscal year ended Septen
30, 2008, is incorporated herein by referel

Consulting Services Agreement between the Compadylames S. Haahr, dated October 10, 2011 andie#fes of October

2011, filed on October 12, 2011 as an exhibit te Begistrant’'s Report on Form 8-K (Commission Mle. 022140), i
incorporated herein by referen:

Statement re: computation of per share earnings K&¢e 2 of*Notes to Consolidated Financial Statem¢’ which is include
in Part Il, ltem & Consolidated Financial Statements and Supplemebtatz” of this Annual Report on Form -K).

Subsidiaries of the Registrant is filed herew
Consent of Independent Registered Public Accouriing is filed herewith
Certification of Principal Executive Officer pursut@o Section 302 of the Sarba-Oxley Act of 2002 is filed herewitt
Certification of Principal Financial Officer pursuteto Section 302 of the Sarba-Oxley Act of 2002 is filed herewitt
Certification of the CEO pursuant to Section 90@hef 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 DocumetFiled Herewith.

XBRL Taxonomy Extension Schema Document Filed Héte\

XBRL Taxonomy Extension Calculation Linkbase Docutniled Herewith

XBRL Taxonomy Extension Definition Linkbase Docuré&iled Herewith,

XBRL Taxonomy Extension Label Linkbase Documenéeé&iHerewith

XBRL Taxonomy Extension Presentation Linkbase Doentiriled Herewith

*Management Contract or Compensatory Plan or Agraeme




SUBSIDIARIES OF THE REGISTRANT

Percentage ¢

Parent Subsidiary Ownershig
Meta Financial Group, In MetaBank 100%
Meta Financial Group, Int First Midwest Financial Capital Trus 100%
MetaBank First Services Financial Limite 100%
First Services Financial Limite Brookings Service Corporatic 100%

Exhibit 21

State of Incorporatioor
Organizatior

Federal
Delaware
lowa

South Dakotz

The financial statements of Meta Financial Groung, lare consolidated with those of its subsidiamesept 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.
Storm Lake, lowa

We consent to the incorporation by reference inréggstration statements pertaining to the Metakdaml Group, Inc. 1995 Stock Option |
Incentive Plan (No. 333-22523) and the Meta Firan@iroup, Inc. 2002 Omnibus Incentive Plan (No.-338200, No. 33341407, and N
333-151604) of Meta Financial Group, Inc. on For+@ &f our reports dated December 20, 2011, witheeisip the consolidated statement
financial condition of Meta Financial Group, Ineidasubsidiaries as of September 30, 2011 and 201Dthe related consolidated statemer
operations, comprehensive income, changes in stba&is’ equity and cash flows for each of the yeardhe threerear period ende
September 30, 2011, and the effectiveness of iakerontrol over financial reporting as of SeptemB@r 2011 which reports appear in
September 30, 2011 Annual Report on Form 10-K ofaMénancial Group, Inc.

/sl KPMG LLP

Des Moines, lowa
December 19, 2011




Exhibit 31.1

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

[, J. Tyler Haahr, certify that:
1. | have reviewed this Annual Report on Form 10f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notatoretny untrue statement of a material fact or dnfitate a material fact necessary to r
the statements made, in light of the circumstanoeer which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théeport, fairly present in all material respt
the financial condition, results of operations aadh flows of the Registrant as of, and for, théopls presented in this annual report;

4. The Registrans other certifying officers and | are responsililedstablishing and maintaining disclosure contamid procedures (as defit
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as definin Exchange Act Rules 13&(f) anc
15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedordé® designed under «
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this report is being prepared

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting artde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

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

d) Disclosed in this report any change in the Regyig’s internal control over financial reporting thatooed during the Registr:
issuer’'s most recent fiscal quarter (the Registsafiourth fiscal quarter in the case of an annyabrg that has materially affected, o
reasonably likely to materially affect, the Regisit's internal control over financial reporting;dan

5. The Registrant's other certifying officers artthi’e disclosed, based on our most recent evatuatimternal control over financial reportil
to the Registrant’s auditors and the audit committethe Registrant’s board of directors (or pessparforming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal costoeker 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 invadvwmanagement or other employees who have a signifiole in the Registrar
internal control over financial reporting.

Date: December 20, 2011
/sl J. Tyler Haah

Chairman of the Board, President and Chief Exeeufifficer
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Exhibit 31.2

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

[, David W. Leedom, certify that:
1. | have reviewed this Annual Report on Form 10f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notatoretny untrue statement of a material fact or dnfitate a material fact necessary to r
the statements made, in light of the circumstanoeer which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememtg,other financial information included in théeport, fairly present in all material respt
the financial condition, results of operations aadh flows Registrant as of, and for, the periagésgnted in this annual report;

4. The Registrans other certifying officers and | are responsililedstablishing and maintaining disclosure contamid procedures (as defit
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatatnal control over financial reporting (as definin Exchange Act Rules 13&(f) anc
15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedordé® designed under «
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhtibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this report is being prepared

b) Designed such internal control over financiglaing, or caused such internal control over fiahreporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting artde preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

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

d) Disclosed in this report any change in the Regi$'s internal control over financial reportinigat occurred during the Registrant’
most recent fiscal quarter (the Registrarfourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the Regisit's internal control over financial reporting;dan

5. The Registrang’ other certifying officers and | have disclosealsdd on our most recent evaluation of internalrobower financial reportin
to the Registrant’s auditors and the audit committethe Registrant’s board of directors (or pessparforming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal costoeker 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 invadvwmanagement or other employees who have a signifiole in the Registrar
internal control over financial reporting.

Date: December 20, 2011
/s/ David W. Leedon

Executive Vice President and Chief Financial Offi
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Exhibit 32.1

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

In connection with the Annual Report of Meta Finah&roup, Inc. (the “Company”) on Form X0for the year ended September 30, 201
filed with the Securities and Exchange Commissionhe date of this Certification (the “Reportl’),J. Tyler Haahr, the Chief Executive Offi
of the Company, certify, pursuant to 18 U.S.C. Bact350, as adopted pursuant to Section 906 db#ibanes-Oxley Act of 2002, that:

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

2) the information contained in the Report fairly mmets, in all material respects, the financial ctadiand result of operatio
of the Company

By: /s/ J. Tyler Haahr

Name: J. Tyler Haat

Chairman of the Board, President and Chief Exeeuffficer
December 20, 2011
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Exhibit 32.2

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

In connection with the Annual Report of Meta Finah&roup, Inc. (the “Company”) on Form X0for the year ended September 30, 201
filed with the Securities and Exchange Commissiartle date of this Certification (the “Reportt),David W. Leedom, the Chief Financ
Officer of the Company, certify, pursuant to 18 ILSSection 1350, as adopted pursuant to Sectiéno®the Sarbane®xley Act of 200z
that:

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

(2) the information contained in the Report fairly pets, in all material respects, the financial cbadiand result of operatio
of the Company

By: /s/ David W. Leedom

Name: David W. Leedor

Executive Vice President and Chief Financial Office
December 20, 2011




