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Forward-Looking Statements

Meta Financial Group, In&, (“Meta Financial” or “the Company” or “us”) antsiwholly-owned subsidiary, MetaBarikthe “Bank”
or “MetaBank”), may from time to time make writtem oral “forward-looking statementsijhcluding statements contained in this Ani
Report on Form 10-K, in its other filings with tisecurities and Exchange Commission (“SE@i)jts reports to stockholders, and in o
communications by the Company, which are made iodgith by the Company pursuant to the “safe hdripoovisions of the Priva
Securities Litigation Reform Act of 1995.

You can identify forward-looking statements by weorguch as “may,” “hope,” “will,” “should,” “expeét,“plan,” “anticipate,”
“intend,” “believe,” “estimate,” “predict,” “poteidl,” “continue,” “could,” “future” or the negative of those terms or other words wiilar
meaning. You should read statements that contaéset words carefully because they discuss our duexpectations or state ot

“forward-looking” information. These forward-looking statents include statements with respect to the Comnipabgliefs, expectatior

estimates, and intentions that are subject to fsigmit risks and uncertainties, and are subjechnge based on various factors, some of v
are beyond the Comparsytontrol. Such statements address, among otherfllowing subjects: future operating resuttsstomer retentio
loan and other product demand; important componehtie Company balance sheet and income statements; growth xgrahsion; ne
products and services, such as those offered byBaek or Meta Payment Systefhg‘MPS”), a division of the Bank; credit quality &
adequacy of reserves; technology; and the Compamijgoyees. The following factors, among otheosild cause the Comparsyfinancia
performance to differ materially from the expeaiati, estimates, and intentions expressed in sualafd{ooking statements: the strengtt
the United States economy in general and the dtresfgthe local economies in which the Company cmtsl operations; the effects of,
changes in, trade, monetary, and fiscal policied lamws, including interest rate policies of the Bbaf Governors of the Federal Rest
System (the “Federal Reserveds well as efforts of the United States Treasurganjunction with bank regulatory agencies to stateithe
economy and protect the financial system; inflgtioterest rate, market, and monetary fluctuatidhe;timely development of and accepte
of new products and services offered by the Companyell as risks (including reputational and &tign) attendant thereto and the perce
overall value of these products and services bysusiee risks of dealing with or utilizing third ps; the ability of the Bank to successft
integrate the operations of AFS/IBEX Financial $egs Inc. (“AFS/IBEX")the scope of restrictions and compliance requiresnemposed b
the Consent Order entered into by the Company thithFederal Reserve and any other such actionshwhay be initiatedthe impact c
changes in financial services laws and regulationduding but not limited to our relationship withur primary regulators, the Office of -
Comptroller of the Currency (the “OCC3nd the Federal Reserve; technological changekjding but not limited to the protection
electronic files or databases; acquisitions; liima risk in general, including but not limited those risks involving the MPS division;
growth of the Company’ business as well as expenses related theretogefian consumer spending and saving habits; andubcess of tl
Company at managing and collecting assets of barein default.

The foregoing list of factors is not exclusive. \8&ution you not to place undue reliance on thesgdrdiooking statements, whi
speak only as of the date of this report. All sgjosat written and oral forwardoking statements attributable to us or any pegstiimg on ot
behalf are expressly qualified in their entirety thg cautionary statements contained or referreid this section. Additional discussions
factors affecting the Company’s business and pispe contained in the Compasigeriodic filings with the SEC. The Company exssty
disclaims any intent or obligation to update anyvird{ooking statement, whether written or oral, thatyrba made from time to time by or
behalf of the Company or its subsidiaries.
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Available Information

The Company’s website address is www.metabank.cdire Company makes available, through a link wita SECS EDGAF
database, free of charge, its annual report on Bdi+K, quarterly reports on Form 10-Q, current mpon Form 8, amendments to tha
reports filed or furnished pursuant to Section 13{a15(d) of the Securities Exchange Act of 198# (“Exchange Act”)and beneficie
ownership reports on Forms 3, 4, and 5. Investogseacouraged to access these reports and otltoemation about our business on
website. The information found on the Companwebsite is not incorporated by reference in thisiny other report the Company files
furnishes to the SEC. We also will provide copiesur Annual Report on Form 1K:; free of charge, upon written request to Debrarmjpson
Senior Executive Assistant, at the Compargddress. Also posted on our website, among tihggs, are the charters of our committees c
Board of Directors as well as the Company’s andBaiek’s Codes of Ethics.

PART |
Item 1. Business
General

Meta Financial, a registered unitary savings aah loolding company, is a Delaware corporation pitiecipal assets of which are
the issued and outstanding shares of the Bankleadkesavings bank, the accounts of which are @tsup to applicable limits under the Dep
Insurance Fund (“DIF”) of the Federal Deposit Iresure Corporation (“FDIC”).Unless the context otherwise requires, refereneesifnto th
Company include Meta Financial and the Bank, ahduddsidiaries on a consolidated basis.

The Bank, a wholly-owned full-service banking sulisiy of Meta Financial, is both a commundyiented financial institutic
offering a variety of financial services to meee theeds of the communities it serves and a paynoamtgany providing services ot
nationwide basis, as further described below. ftirecipal business of the Bank has historicallysisted of attracting retail deposits from
general public and investing those funds primainlyone-to-four family residential mortgage loanspenercial and multfamily real estat
agricultural operations and real estate, constactind consumer and commercial operating loamsgpily in the Banks market areas. T
Bank also purchases loan participations from tiongnie from other financial institutions, but pratg at a lower level compared to prior ye
as well as mortgage-backed securities and othestments permissible under applicable regulations.

In addition to its community-oriented lending anepdsit gathering activities, the BaskVIPS division issues prepaid cards, de
innovative consumer credit products, sponsors Aatamrileller Machines (“ATMs")into various debit networks, and offers other pam
industry products and services. Through its abtisj MPS generates both fee income and low- arcbsbdeposits for the Bank. As note
the “Management’s Discussion and Analysis of Fim@nCondition and Results of Operationsyhich is included in Item 7 of this Annt
Report on Form 10-K, MPS continues to expand arglay a very significant role in the Company’s fiicéal performance.

Most recently, the Bank purchased substantiallpfathe commercial loan portfolio and related as&$tAFS/IBEX Financial Servic
Inc., (*AFS/IBEX") an insurance premium financing company. The tretima closed on December 2, 2014. The transadtamdiversifie
the Company’s business and further expands its poatfolio. The Companyg revenues are derived primarily from interest ommercial an
residential mortgage loans, mortgdupeked securities and other investments, fees genkethrough the activities of MPS, consumer Ic
agricultural operating loans, commercial operatoans, income from service charges, loan origimaties, and loan servicing fee income.
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First Midwest Financial Capital Trust, also a whedwned subsidiary of Meta Financial, was establishetuly 2001 for the purpo
of issuing trust preferred securities.

Meta Financial and the Bank are subject to comprgie regulation and supervision. See “Regulattoerein.

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

Market Areas

The Bank has four market areas: Northwest lowaNtN, Brookings, Central lowa (“Cl”), and Sioux Enmp (“SE”) and the MP
division, and the AFS/IBEX division. The Bamskhome office is located at 121 East Fifth StreeSiorm Lake, lowa. NWI operates t
offices in Storm Lake, lowa. Brookings operates office in Brookings, South Dakota. Cl operatéstal of five offices in lowa: Des Moin
(3), West Des Moines and Urbandale. SE operateg tbffices and one administrative office in Sidtadls, SD. MPS, which offers prep
cards and other payment industry products and eesviationwide, operates out of Sioux Falls, S@#hkota. See “Meta Payment Systetns
Division.”

The Bank has a total of eleven full-service braoéfices, one nometail service branch in Memphis, Tennessee, ar agenc
offices, one in Texas and one in California.

The Companys primary commercial banking market area includheslbwa counties of Buena Vista, Dallas and Patkl the Sout
Dakota counties of Brookings, Lincoln, Minnehahal &oody. South Dakota ranks Tiand lowa 12"in “The Best States for Business
Careers” Forbes.com, September 2013). lowa has low compdretome and franchise taxes. South Dakota hasormorate income ta
personal income tax, personal property tax, busimegntory tax, or inheritance tax.

Storm Lake is located in lon@'Buena Vista County approximately 150 miles noesiwof Des Moines and 200 miles southwe
Minneapolis. Like much of the state of lowa, Stdrake and the surrounding market area are highbedéent upon farming and agricultt
markets. Major employers in the area include Bu¥ista Regional Medical Center, Tyson Foods, Sae [Foods, and Buena Vi
University. The Northwest lowa market operates offices in Storm Lake.

Brookings is located in Brookings County, South Bak approximately 50 miles north of Sioux Fallsdda200 miles west |
Minneapolis. The Bank’s market area encompasga®ozaimately a 60mnile radius of Brookings. The area is generallakuand agriculture
a significant industry in the community. South Btk State University is the largest employer indkings. The community also has sev
manufacturing companies, including 3M, Larson Maetiiring, Daktronics, Falcon Plastics, Twin CitynFand Rainbow Play Systems, |
The Brookings market operates from an office lod@edowntown Brookings.

Des Moines, lowa capital, is located in central lowa and is thétipal, economic and cultural capital of the sta@es Moines wz
ranked 2%in “The Best Places for Business and Careefstifes.com, July 2014). The Des Moines market @neampasses Polk County
surrounding counties. The BaskCentral lowa main office is located in the hedrtlowntown Des Moines. The Urbandale office isihigt
growth area just off I-80 at the intersection obtmajor streets. The West Des Moines office opsraear a higkraffic intersection, acro
from a major shopping mall. The Ingersoll offisddcated near the heart of Des Moines, on a ntaggoughfare, in a densely populated a
The Highland Park facility is located in a histalidistrict approximately five minutes north of datewn Des Moines. The Des Moines m
area is a center of insurance, printing, finane¢aik and wholesale trades as well as industryyigiog a diverse economic base. M
employers include Principal Life Insurance Compdowa Health — Des Moines, Mercy Hospital Medican@r, HyVee Food Stores, In
City of Des Moines, United Parcel Service, NatiotevMutual Insurance Co., Pioneer Hi Bred Intermatidnc., and Wells Fargo. Universit
and colleges in the area include Des Moines Arear@onity College, Drake University, Simpson ColleBes Moines University, Grand Vie
College, AIB College of Business, and Upper lowavdrsity. The unemployment rate in the Des Moimetro area was 4.1% as of Septer
2014.
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Sioux Falls is located at the crossroads of Ind¢est29 and 90 in southeast South Dakota, 270 sulethwest of Minneapolis. T
Sioux Falls market area encompasses Minnehahaiandlh counties. The main branch is located athilya growth area of 5%and Western
Other branches are located at'88nd Minnesota and the intersection oftl@nd Elmwood. OrForbes’ July 2014 list of The Best Sme
Places for Business and Careers,” Sioux Falls ik among the best small cities. Major employers i dinea include Sanford Hea
Avera McKennan Hospital and Health system, Johnrilb& Company, Citibank (South Dakota) NA, Siouals School District 4%, Wells
Fargo Bank, and Hyee Food Stores. Sioux Falls is home to Augus@aiege and The University of Sioux Falls. The mpéboyment rate i
Sioux Falls was 2.7% as of September 2014.

Several of the Company’s market areas are depermferdgriculture and agriculturelated businesses, which are expose
exogenous risk factors such as weather conditindscammaodity prices. Loss rates in the agricultteal estate and agricultural operating |
portfolios have been minimal in the past three yedrow loss rates are primarily due to higher thaarage livestock prices and strong «
yields over the last few years, offset by lowerimgnarices in 2014. Overall, these factors havate positive economic conditions for rr
farmers in our markets during this time period. nsiiheless, management still expects that futusetos this portfolio, which have been \
low, could be higher than recent historical expgrée Management believes that various levels of aaid wet weather conditions within
markets have the potential to negatively impaceptial yields which would have a negative econoeffect on our agricultural markets.
addition, management believes the economic enviemmay also negatively impact consumers’ repayroapacities.

Lending Activities

General. The Company originates both fixed-rate and ddpis-rate (“ARM”") residential mortgage loans in response to cons
demand. At September 30, 2014, the Company had.$4illion in fixed-rate loans, and $81.9 milliam ARM loans. See “Managemest’
Discussion and Analysis of Financial Condition &ebults of Operations,” which is included in Iterofthis Annual Report on Form 10for
further information on Asset/Liability Management.

In addition, the Company has more recently focutelbnding activities on the origination of commiai and multifamily real estal
loans, agricultural-related loans and commerciarafing loans. The Company also continues to aigirone-tdfour family mortgage loar
and consumer loans. The Company originates mogs$ ddans in its primary market area. At Septent@® 2014, the Comparg/’net loa
portfolio totaled $493.0 million, or 24.0% of thew@panys total assets, as compared to $380.4 million,2049% at September 30, 2013. "
Company recently entered the insurance premiummdéi@dending business through its purchase of sotigtig all the commercial lendit
portfolio and related assets of AFS/IBEX.
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Loan applications are initially considered and appd at various levels of authority, depending loa tiype and amount of the lo:
The Company has a loan committee consisting obséemders and Market Presidents, and is led byCtiief Lending Officer. Loans in exct
of certain amounts require approval by at least tmembers of the loan committee, a majority of thenl committee, or by the Compasy’
Board Loan Committee, which has responsibility tee overall supervision of the loan portfolio. TBempany may discontinue, adjus
create new lending programs to respond to comypefitictors.

At September 30, 2014, the Companiargest lending relationship to a single borromegroup of related borrowers totaled $:
million. The Company had 24 other lending relagioips in excess of $4.9 million as of September28d4. At September 30, 2014, twc
these relationships had loans totaling $10.9 mmilliwhich were classified as substandard. See “Rerfierming Assets, Other Loans
Concern, and Classified Assets.”

Loan Portfolio Composition. The following table provides information abouetbomposition of the Comparsyloan portfolio il
dollar amounts and in percentages as of the dat#isaied. In general, for the fiscal year endegt&aber 30, 2014, the amounts in
categories of loans discussed below, except consloaes, increased over levels from the prior figezar.

At September 30,
2014 2013 2012 2011 2010
Amount Perceni Amount Perceni Amount Percenl Amount Perceni Amount Perceni
(Dollars in Thousands

Real Estate Loan:

1-4 Family $116,39! 23.2% $ 82,28} 21.2% $ 49,13¢ 14.9% $ 34,12¢ 10.7% $ 40,45« 10.%%
Commercial & Multi-
Family 224,30: 44.9% 192,78t 50.1% 191,90! 57.€% 194,41 60.€% 204,82( 55.1%
Agricultural 56,07 11.%  29,55: 7.7% 19,86 6.C% 20,32( 6.4% 25,89¢ 7.C%
Total Real Estate Loal 396,76¢ 79.5%%0 304,62! 79.2% 260,90( 78.€% 248,86:. 78.% 271,16¢ 73.(%

Other Loans
Consumer Loans

Home Equity 15,11¢ 3.C% 13,79¢ 3.6% 13,29¢ 4.C% 14,83¢ 4.6% 16,897 4.5%
Automobile 671 0.1% 65€ 0.1% 79z 0.2% 794 0.2% 737 0.2%
Other (1) 13,54 2.7% 15,851 4.1% 18,747 5.7%  18,76¢ 5.¢% 30,47¢ 8.2%
Total Consumer
Loans 29,32¢ 5.6% 30,31 7.€% 32,83¢ 9.¢%  34,39¢ 10.7%  48,11: 12.%%
Agricultural Operating 42,25¢ 8.5%  33,75( 8.8% 20,98: 6.2% 21,20( 6.6% 32,52¢ 8.8%
Commercial Operating 30,84¢ 6.2% 16,26¢ 4.2% 16,45: 5.(% 14,95t 4.7%  19,70¢ 5.2%
Total Other Loans 102,43: 20.5%  80,32¢ 20.€%  70,27: 21.2% 70,55 22.% 100,35( 27.(%
Total Loans 499,20: 100.(% 384,95: 100.(% 331,17: 100.(% 319,41! 100.(% 371,51¢ 100.(%
Less:
Deferred Fees and
Discounts 797 59t 21¢ 79 24C
Allowance for Loan
Losses 5,397 3,93( 3,971 4,92¢ 5,23¢

Total Loans Receivable,
Net $493,00° $380,42¢ $326,98: $314,41( $366,04!

@ Consist generally of various types of secured arstoured consumer loai
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The following table shows the composition of then@any’s loan portfolio by fixed and adjustable rat¢he dates indicated.

September 30
2014 2013 2012 2011 2010
Amount Perceni Amount Perceni Amount Percenl Amount Perceni Amount Perceni
(Dollars in Thousands

Fixed Rate Loans

Real Estate
1-4 Family $105,87( 21.2% $ 75,47 19.6% $ 44,04¢ 13.2% $ 30,41( 9.5% $ 34,51 9.2%
Commercial & Multi-
Family 203,84( 40.€% 173,37: 45.1% 162,55 49.1% 155,78t 48.6% 163,84: 44 (%
Agricultural 49,64 10.(% 22,43 5.8% 15,39¢ 4.6% 16,41¢ 5.1% 16,93 4.6%
Total Fixed-Rate Real
Estate Loan 359,35! 72.0% 271,28 70.5% 221,99¢ 67.(% 202,61: 63.420 215,29 57.%%
Consume 19,27¢ 3.¢% 20,12¢ 5.2% 20,32: 6.1% 15,49 4% 19,06¢ 5.1%
Agricultural Operating 24,99 5% 23,13} 6.C% 10,62 3.2% 12,57( 3.¢% 22,49( 6.C%
Commercial Operating 13,65¢ 2.1% 8,07( 2.1% 6,81¢ 2.1% 7,13¢ 2.2% 11,147 3.1%
Total Fixed-Rate Loan 417,28: 83.600 322,61¢ 83.6% 259,76 78.4% 237,81« 74.5% 267,99¢ 72.1%
Adjustable Rate Loan:
Real Estate
1-4 Family 10,52¢ 2.1% 6,81( 1.8% 5,08¢ 1.5% 3,71¢ 1.2% 5,941 1.6%
Commercial & Multi-
Family 20,46: 4.1% 19,41 5.% 29,35 8.¢%  38,62¢ 12.1% 40,97 11.(%
Agricultural 6,42¢ 1.2% 7,11¢ 1.S% 4,46 1.4% 3,90¢ 1.2% 8,95¢ 2.5%
Total Adjustable Real
Estate Loan 37,41°¢ 7.5% 33,34 8.7% 38,90 11.8€%  46,25( 14.5% 55,87¢ 15.1%
Consume 10,05( 2.(% 10,18t 2.6% 12,51¢ 3.8% 18,90« 5.¢% 29,04% 7.€%
Agricultural Operating 17,267 3.5% 10,61: 2.8%% 10,35« 3.1% 8,63( 2.7% 10,03¢ 2.7%
Commercial Operating 17,18’ 3.4% 8,19/ 2.1% 9,63¢ 2.S% 7,817 2.4% 8,56: 2.2%
Total Adjustable Loan:  81,91¢ 16.2% 62,33¢ 16.2%  71,40¢ 21.6€% 81,60 25.500 103,52¢ 27.%
Total Loans 499,20: 100.(% 384,95 100.(% 331,17: 100.(% 319,41 100.(% 371,51¢ 100.(%
Less:
Deferred Fees and
Discounts 797 59¢E 21¢ 79 24C
Allowance for Loan
Losses 5,391 3,93( 3,971 4,92¢ 5,23¢

Total Loans Receivable,
Net $493,00° $380,42¢ $326,98: $314,41( $366,04!

The following table illustrates the maturity anasysf the Companyg loan portfolio at September 30, 2014. Mortgaghich hav
adjustable or renegotiable interest rates are stamamaturing in the period during which the corttraprices. The table reflects managenwent
estimate of the effects of loan prepayments oradoments based on data from the Compariyistorical experiences and other third
sources.

Commercial Agricultural
Real Estatet Consumer Operating Operating Total
Weighted Weighted Weighted Weighted Weighted
Average Average Average Average Average
Amount Rate Amount  Rate Amount  Rate Amount  Rate Amount Rate

(Dollars in Thousands

Due in one year or le®®@ $ 17,43¢ 5.69% $ 13,09¢ 0.5% $ 7,25- 4.7%% $ 32,97¢ 4.27% $ 70,75¢ 3.9%%
Due after one year throug

five years 143,68 452% 14,11: 4,924 20,49( 452% $ 4,94: 4.37% 183,22¢ 4.55%
Due after five years 235,65! 4.35% 2,11¢ 54€¢% 3,10/ 41(% $ 4,34( 4.6% 245,21 4.36%
Total $396,76¢ $29,32¢ $30,84¢ $42,25¢ $499,20:

@ Includes on-to-four family, mult-family, commercial and agricultural real estateniai
@ Includes demand loans, loans having no stated iatund overdraft loan:



One-to-Four Family Residential Mortgage Lendingdne-tofour family residential mortgage loan originatiosie generated by t
Company’s marketing efforts, its present customaedk-in customers and referrals. At September28d4, the Company’s one-four family
residential mortgage loan portfolio totaled $11fdlion, or 23.3% of the Company’s total loans. eS©riginations, Purchases, Sales
Servicing of Loans and Mortgage-Backed Securitiest'September 30, 2014, the average outstandingipal balance of a one-four family
residential mortgage loan was approximately $14m,08t September 30, 2014, $0.3 million, or 0.2%tled Company’s one-tfur family
residential mortgage loans, were non-performing.




Table of Content

The Company offers fixecate and ARM loans for both permanent structuras tanse under construction. During the year e
September 30, 2014, the Company originated $12lli{bmbf ARM loans and $53.3 million of fixed-rateans secured by one-four family
residential real estate. The Company’s onésto-family residential mortgage originations aezwsred primarily by properties located in
primary market area and surrounding areas.

The Company originates one-to-four family resid@mnortgage loans with terms up to a maximum of/8@rs and with loan-taalue
ratios up to 100% of the lesser of the appraisédevaf the security property or the contract priddhe Company generally requires that pri

mortgage insurance be obtained in an amount serfitidb reduce the Company’s exposure to at or b&henw80% loanto-value level, unles

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

The Company currently offers five and ten year ARns. These loans have a fixede for the stated period and, thereafter, a
annually. These loans generally provide for anuahoap of up to 200 basis points and a lifetimg @a600 basis points over the initial re
As a consequence of using an initial fixed-rate eayls, the interest rates on these loans may nas$ lpate sensitive as the Compangost o
funds. The Company’s ARMs do not permit negatim@gization of principal and are not convertibléoifixed rate loans. The Compasy’
delinquency experience on its ARM loans has gelyelbalen similar to its experience on fixeate residential loans. The current low mortg
interest rate environment makes ARM loans relajiweglattractive and very few are originated.

Due to consumer demand, the Company also offeesifixte mortgage loans with terms up to 30 years, mbsthich conform t
secondary market,e., Fannie Mae, Ginnie Mae, and Freddie Mac standafti® Company typically holds all fixedte mortgage loans &
does not engage in secondary market sales. Ihtees charged on these fixemte loans are competitively priced according torkel
conditions.

In underwriting one-to-four family residential reaétate loans, the Company evaluates both thewer® ability to make month
payments and the value of the property securingldha. Properties securing real estate loans nhgdthe Company are appraised
independent appraisers approved by the Board @&cRirs. The Company generally requires borrowe@btain an attorney’title opinion o
title insurance, and fire and property insuranaoel(ding flood insurance, if necessary) in an anau less than the amount of the loan.
estate loans originated by the Company generaliyaio a “due on sale¢lause allowing the Company to declare the unpaittipal balanc
due and payable upon the sale of the security piyop&@he Company has not engaged in sub-primeéeesial mortgage originations.

Commercial and Multi-Family Real Estate Lendinghe Company engages in commercial and nfiattily real estate lending in
primary market area and surrounding areas andder@o supplement its loan portfolio, has purchashole loan and participation interest
loans from other financial institutions. At Septsan 30, 2014, the Company’s commercial and nfattiily real estate loan portfolio tota
$224.3 million, or 44.9% of the Compasytotal loans. The purchased loans and loan fation interests are generally secured by progs
located in the Midwest and West. See “Originatidhgrchases, Sales and Servicing of Loans and Biget@dacked SecuritiesThe Compan
did not purchase any commercial and mifdtnily real estate loans during fiscal 2014. Therpany purchased $4.7 million and $7.7 mill
of such loans during fiscal 2013 and 2012, respelsti At September 30, 2014, $0.3 million, or 0.b¥%the Company commercial ar

multi-family real estate loans, were non-performing. ‘B&mn-Performing Assets, Other Loans of Concern @tassified Assets.”
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The Company’s commercial and mutimily real estate loan portfolio is secured priityalby apartment buildings, office building
and hotels. Commercial and multi-family real estltans generally are underwritten with terms naieeding 20 years, have loanviakue
ratios of up to 80% of the appraised value of tbeusity property, and are typically secured by peas guarantees of the borrowers.
Company has a variety of rate adjustment featurdother terms in its commercial and mdgdtinily real estate loan portfolio. Commercial
multi-family real estate loans provide for a margin caetumber of different indices. In underwriting gkdoans, the Company analyzes
financial condition of the borrower, the borrowsecredit history, and the reliability and predidliép of the cash flow generated by the prop
securing the loan. Appraisals on properties sagucommercial real estate loans originated by tbengany are performed by indepent
appraisers.

At September 30, 2014, the Company’s largest comialesind multifamily real estate loan was a $16.5 million loaoused by re:
estate. At September 30, 2014, the average odistaprincipal balance of a commercial or mdimily real estate loan held by the Comg
was approximately $891,000.

Commercial and multi-family real estate loans galhgrpresent a higher level of risk than loans seduby one-tdour family
residences. This greater risk is due to severbfs, including the concentration of principalardimited 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 mulfamily real estate is typically dependent upon shiecessft
operation of the related real estate projecthéfdash flow from the project is reduced (for exlEmif leases are not obtained or renewed,
bankruptcy court modifies a lease term, or a migoant is unable to fulfill its lease obligationtje borrowers ability to repay the loan may
impaired. At September 30, 2014, the Bank’s nadesdial real estate loans totaled 116% of riskebasapital.

Agricultural Lending. The Company originates loans to finance the lpase of farmland, livestock, farm machinery andiggent
seed, fertilizer and other farm related produds.September 30, 2014, the Company had agriculteall estate loans secured by farmlar
$56.1 million or 11.3% of the Company’s total loanst the same date, $42.3 million, or 8.5% of tempanys total loans consisted
secured loans related to agricultural operatidhgricultural-related lending constituted 19.7% affal loans.

Agricultural operating loans are originated at eitan adjustable or fixedite of interest for up to a one year term orhi@ tase «
livestock, upon sale. Such loans provide for paysef principal and interest at least annualyadump sum payment upon maturity if
original term is less than one year. Loans secbsedgricultural machinery are generally originagsdfixedrate loans with terms of up
seven years. At September 30, 2014, the averatpanding principal balance of an agricultural epeg loan held by the Company v
$179,000. At September 30, 2014, $0.3 million). & of the Company’s agricultural operating loamste non-performing.

Agricultural real estate loans are frequently eréged with adjustable rates of interest. Generaligh loans provide for a fixed rate
interest for the first five to ten years, whichnhgalloon or adjust annually thereafter. In additisuch loans generally amortize over a peri
20 to 25 years. Fixerhte agricultural real estate loans generally liaums up to ten years. Agricultural real estagm®are generally limit
to 75% of the value of the property securing trenlo At September 30, 2014, none of the Comparyrieatural real estate loans were non
performing.
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Agricultural lending affords the Company the oppaity to earn yields higher than those obtainallene-tofour family residentic
lending. Agricultural lending involves a great@gdee of risk than one-four family residential mortgage loans becauséheftypically large
loan amount. In addition, payments on loans apeddent on the successful operation or manageném éarm property securing the loar
for which an operating loan is utilized. The swg=cef the loan may also be affected by many faciotside the control of the borrower.

Weather presents one of the greatest risks asdrailght, floods, or other conditions, can sevefieht crop yields and thus imp:
loan repayments and the value of the underlyintateoll. This risk can be reduced by the farméh&ivariety of insurance coverages wi
can help to ensure loan repayment. Governmentosujppograms and the Company generally require fdwamhers procure crop insural
coverage. Grain and livestock prices also preseisk as prices may decline prior to sale, resglin a failure to cover production costs. Tt
risks may be reduced by the farmer with the usdutfres contracts or options to mitigate price .riskhe Company frequently requi
borrowers to use futures contracts or options doice price risk and help ensure loan repaymenbthen risk is the uncertainty of governrr
programs and other regulations. During period®wfcommodity prices, the income from governmergpams can be a significant sourc
cash for the borrower to make loan payments, atlgege programs are discontinued or significantignged, cash flow problems or defa
could result. Finally, many farms are dependena dimited number of key individuals upon whoseugjor death may result in an inability
successfully operate the farm.

Consumer Lending The Company, through the auspices of its “Rdaihk” (generally referring to the Compasyoperations in ol
four market areas discussed above), originatesietyaf secured consumer loans, including hometggiilome improvement, automobile, b
and loans secured by savings deposits. In additfen Retail Bank offers other secured and unsdcuomsumer loans. The Retail B
currently originates most of its consumer loangtsnprimary market area and surrounding areasSeytember 30, 2014, the Retail Bank’
consumer loan portfolio totaled $17.4 million, ab% of its total loans. Of the consumer loan moidfat September 30, 2014, $8.3 mill
were short- and intermediate-term, fixed-rate loartgle $9.1 million were adjustable-rate loans.

The largest component of the Retail Bankbnsumer loan portfolio consists of home equiink and lines of credit. Substantially
of the Retail Banks home equity loans and lines of credit are sechyesecond mortgages on principal residences. Riétail Bank will lent
amounts which, together with all prior liens, mayup to 90% of the appraised value of the propsgturing the loan. Home equity loans
lines of credit generally have maximum terms oéfjears.

The Retail Bank primarily originates automobileriseon a direct basis. Direct loans are loans médusn the Retail Bank exter
credit directly to the borrower, as opposed tongcti loans, which are made when the Retail Bankhmasges loan contracts, often at a disci
from automobile dealers which have extended ctediheir customers. The Bargkautomobile loans typically are originated at dixeteres
rates with terms up to 60 months for new and usglicles. Loans secured by automobiles are gepevatjinated for up to 80% of t
N.A.D.A. book value of the automobile securing kban.

Consumer loan terms vary according to the typewahde of collateral, length of contract and creditthiness of the borrower. T
underwriting standards employed by the Bank forscamer loans include an application, a determinatiothe applicans payment history ¢
other debts and an assessment of ability to mdstirex obligations and payments on the proposed.lo&lthough creditworthiness of t
applicant is a primary consideration, the undemgitprocess also includes a comparison of the vafube security, if any, in relation to 1
proposed loan amount.
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Consumer loans may entail greater credit risk tlesidential mortgage loans, particularly in theeca$ consumer loans which .
unsecured or are secured by rapidly depreciabltsassich as automobiles or recreational equipmarguch cases, any repossessed colli
for a defaulted consumer loan may not provide asgadte source of repayment of the outstanding bzdance as a result of the gre
likelihood of damage, loss or depreciation. Iniidd, consumer loan collections are dependenterbbrrowers continuing financial stabilit
and thus more likely to be affected by adversegeaiscircumstances. Furthermore, the applicatioradous federal and state laws, incluc
bankruptcy and insolvency laws, may limit the antowhich can be recovered on such loans. At Septerb, 2014, none of the Bank’
consumer loans were non-performing.

Consumer Lending - MPS MPS has a loan committee, known as the MPS Cfaalinmittee, consisting of members of Exect
Management of the Company. The committee is cldangdh monitoring, evaluating, and reporting politiqgperformance and the overall cre
risk posed by its credit products. All proposedd@rprograms must first be reviewed and approvethleycommittee before such programs
presented to the Bank’s Board of Directors for appl. The Board of Directors of the Bank is ultimatelgpensible for final approval of a
credit program.

At September 30, 2014, the BaskPS consumer loan portfolio totaled $11.9 million 2.4% of total loans. Of the MPS consu
loan portfolio at September 30, 2014, $10.9 milleere short-term, fixed-rate loans, while $1.0 ioillwere adjustable-rate loans.

The Company believes that well-managed, nationwiedit programs can help meet legitimate credideder prime and suprime
borrowers, and affords the Company an opportunitgitersify the loan portfolio and minimize earnéngxposure due to economic downtu
Therefore, MPS designs and administers certairitquearams that seek to accomplish these objextive

MPS strives to offer consumers innovative paymewotpcts, including credit products. Most credibguicts have fallen into t
category of portfolio lending. MPS continues torkvon new alternative portfolio lending productsvéhg to serve its core customer base
provide unique and innovative lending solutionshi® unbanked and under-banked segment.

A Portfolio Credit Policy which has been approvedthe Board of Directors governs portfolio credittintives undertaken by MF
whereby the Company retains some or all receivabies relies on the borrower as the underlying sowfcrepayment. Several portfc
lending programs also have a contractual provitan requires the Bank to be indemnified for créases that meet or exceed predetern
levels. Such a program carries additional risksamanmonly found in sponsorship programs, spedifidanding and credit risk. Therefo
MPS has strived to employ policies, procedures,iaftiimation systems that it believes commensunétie the added risk and exposure.

The Company recognizes concentrations of credit nayrally occur and may take the form of a largkime of related loans to
individual, a specific industry, a geographic léeat or an occupation. Credit concentration israd, indirect, or contingent obligation t
has a common bond where the aggregate exposurés equaxceeds a certain percentage of the Bafilér 1 Capital plus the Allowance
Loan Losses. The MPS Credit Committee monitorsidaditifies the credit concentrations in accordawi® the Banks concentration polic
and evaluates the specific nature of each condentr® determine the potential risk to the Ban evaluation includes the following:
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« A recommendation regarding additional controls ekt mitigate the concentration exposure.

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

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

Commercial Operating Lending The Company also originates commercial operaliags. Most of the Comparsy’commerci:
operating loans have been extended to finance wdlregional businesses and include stesrt loans to finance machinery and equipt
purchases, inventory and accounts receivable. Gouiat loans also involve the extension of revajveredit for a combination of equipm
acquisitions and working capital in expanding coniga. At September 30, 2014, $30.8 million, or6.@f the Company total loans, we
comprised of commercial operating loans.

The maximum term for loans extended on machiney @quipment is based on the projected useful ifsuzh machinery ai
equipment. Generally, the maximum term on non-gawe lines of credit is one year. The loarvdfie ratio on such loans and lines of ci
generally may not exceed 80% of the value of tHatewal securing the loan. The Compaigbmmercial operating lending policy inclu
credit file documentation and analysis of the beeds character, capacity to repay the loan, theqaedcy of the borrowes’ capital an
collateral as well as an evaluation of conditiofieaing the borrower. Analysis of the borrowepast, 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
lending activities.

The largest commercial operating exposure outshgnali September 30, 2014, was $6.7 million in Iedationships secured by as:
of the borrower. At September 30, 2014, the avwragstanding principal balance of a commerciakaiey loan held by the Company \
approximately $127,000.

Unlike residential mortgage loans, which generallg made on the basis of the borrowexbility to make repayment from his or
employment and other income and which are secuyaedl property whose value tends to be more easitgrtainable, commercial opera
loans typically are made on the basis of the boertsability to make repayment from the cash fldwhe borrowers business. As a result,
availability of funds for the repayment of commatcoperating loans may be substantially dependanthe success of the business i
(which, in turn, is likely to be dependent upon tfemeral economic environment). The Compargmmercial operating loans are usually
not always, secured by business assets and pergaaantees. However, the collateral securingahes may depreciate over time, ma
difficult to appraise and may fluctuate in valueséd on the success of the business. At SeptentheR(34, none of the Company’
commercial operating loans were non-performing.
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Originations, Purchases, Sales and Servicing of Loa

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

The Company, from time to time, sells whole loand an participations, generally without recourgg.September 30, 2014, th
were no loans outstanding sold with recourse. Wloans are sold, the Company sometimes retaingeonsibility for collecting ar
remitting loan payments, making certain that reghi® tax payments are made on behalf of borrowers otherwise servicing the loans.
servicing fee is recognized as income over thedifthe loans. The Company services loans thaigdinated and sold totaling $22.5 millior
September 30, 2014, of which $5.9 million were gol&annie Mae and $16.6 million were sold to ather

In periods of economic uncertainty, the Compargbility to originate large dollar volumes of Isamay be substantially reducec

restricted, with a resultant decrease in relatad larigination fees, other fee income and operaangings. In addition, the Compasybility
to sell loans may substantially decrease if podbtiyers (principally government agencies) redhe@ purchasing activities.

13
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The following table shows the loan originationsc{uding draws, loan renewals, undisbursed portiohdoans in process a
allowance for loan loss activity), purchases, asldsand repayment activities of the Company ferpriods indicated.

Years Ended September 3(

2014 2013 2012
Originations by Type (Dollars in Thousands
Adjustable Rate
1-4 Family Real Estat $ 12,41. $ 11,85¢ $ 5,244
Commercial and Mul-Family Real Estat 9,70¢ 8,60: 12,41¢(
Agricultural Real Estat 1,13( 4,28z 2,50z
Consume 6 22 2,36(
Commercial Operatin 38,44¢ 28,02 29,18t
Agricultural Operating 23,49: 23,89t 40,08t
Total Adjustable Rate 85,19: 76,68 91,78’
Fixed Rate
1-4 Family Real Estat 53,25: 54,86: 41,39°
Commercial and Mul-Family Real Estat 94,86¢ 63,99( 67,46
Agricultural Real Estat 35,71 13,14« 2,70t
Consume 157,77¢ 147,49¢ 779,23:
Commercial Operatin 13,98t 5,42 6,49:
Agricultural Operating 31,62¢ 32,51( 39,28t
Total Fixed-Rate 387,22: 317,42¢ 936,57!
Total Loans Originated 472,41 394,11( 1,028,36.
Purchases
Commercial and Mul-Family Real Estat - 70€ 7,697
Agricultural Operating 343 3,31z -
Total Loans Purchase¢ 343 4,01¢ 7,691
Sales and Repaymen
Sales:
Commercial and Mul-Family Real Estat 11,66¢ 7,14( -
Consume 12,14 12,78: 638,02!
Agricultural Operating 82 - -
Total Loan Sale 23,89: 19,92 638,02!
Repayments
Loan Principal Repayments 334,61t 324,42« 386,27¢
Total Principal Repayments 334,61t 324,42 386,27¢
Total Reductions 358,50 344,34t 1,024,30:
(Decrease) Increase in Other Iltems, Net (1,670 (33€) 81F
Net Increase (decrease) $ 112,57¢ $ 53,447 $ 12,57:
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At September 30, 2014, approximately $9.7 million,2.0%, of the Companyg’loan portfolio consisted of purchased loans.
Company believes that purchasing loans outsidésaharket area assists the Company in diversifiggigortfolio and may lessen the adw
effects on the Comparg/business or operations which could result inethent of a downturn or weakening of the local ecoyndn which th
Company conducts its primary operations. Howewdditional risks are associated with purchasingdoautside of the Comparsymarke
area, including the lack of knowledge of the lazarket and difficulty in monitoring and inspectitige property securing the loans.

At September 30, 2014, the Companpurchased loans were secured by properties thcadea percentage of total loans, as follc
1% each in Oregon and North Dakota.

As of September 30, 2012, the Company no longdicpzated in sponsorship loan programs throughMiS division, thus reduci
consumer loan originations.

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

When a borrower fails to make a required paymenteahestate secured loans and consumer loanswiéhdays after the paymen
due, the Company generally initiates collectioncpdures by mailing a delinquency notice. The austois contacted again, by written no
or telephone, before the payment is 30 days pastdd again before 60 days past due. Generallpgdencies are cured promptly; howe
if a loan has been delinquent for more than 90 dagtisfactory payment arrangements must be adhered the Company will initia
foreclosure or repossession.

The following table sets forth the Company’s lo&timjuencies by type, by amount and by percentagge at September 30, 2014.

Loans Delinquent For:
30-59 Days 60-89 Days 90 Days and Ovel
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category
(Dollars in Thousands

Real Estate
1-4 Family 4 $ 111 98.2% 1 % 37 76.(% 1 % 24k 38.2%
Commercie
& Multi-
Family - - 0.C% - - 0.C% - - 0.C%
Agricultural - - 0.C% - - 0.C% - - 0.C%
Consume 1 2 1.£% 1 12 24.(% 3 54 8.4%
Agricultural
Operating - - 0.C% - - 0.C% 1 34C 53.2%
Commercial
Operating - - 0.C% - - 0.C% - - 0.C%
Total 5 $ 112 100.(% 2 3 49 100.(% 5 $ 63¢ 100.(%

Delinquencies 90 days and over constituted 0.1%taf loans and less than 0.1% 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 acantecest income on the loan is reversed againsent
income. The loan will remain on a nacerual status until the loan becomes current asddemonstrated a sustained period of satisfe
performance.
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The table below sets forth the amounts and categafithe Company’s non-performing assets.

At September 30,
2014 2013 2012 2011 2010
Non-Performing Loan: (Dollars in Thousands
Non-Accruing Loans
1-4 Family Real Estat $ 281 % 24t % 307 $ 85 $ 39
Commercial & Mult-Family Real Estat 312 427 1,42: 13,02¢ 4,13
Agricultural Real Estat - - - - 2,65(
Agricultural Operating 34C - - - 40C
Commercial Operating - 7 18 30 241
Total 933 67¢ 1,74¢ 13,14( 7,467
Accruing Loans Delinquent 90 Days or Mo
1-4 Family Real Estat - - - - 404
Commercial & Mult-Family Real Estat - - - - 257
Consumer 54 13 63 24 124
Total 54 13 63 24 78t
Restructured Loan:
1-4 Family - - - 42 -
Total - - - 42 -
Total Non-Performing Loans 987 692 1,811 13,20¢ 8,252
Other Asset:
Non-Accruing Investments
Trust Preferred Securities - - - - 15C
Total - - - - 15C
Foreclosed Asset
1-4 Family Real Estat - - 9 451 142
Commercial & Mult-Family Real Estat 15 11€ 827 181 60€
Agricultural Real Estat - - - 2,02( -
Commercial Operating - - 2 19 54€
Total 15 11€ 83¢ 2,671 1,29¢
Total Other Assets 15 11€ 83€ 2,671 1,44¢
Total Non-Performing Assets $ 1,002 $ 80 $ 2,64¢ 3 15,87. $ 9,697
Total as a Percentage of Total Assets 0.05% 0.05% 0.1€% 1.24% 0.94%

For the year ended September 30, 2014, gross shieamme which would have been recorded had theagoruing loans been curr
in accordance with their original terms amountedgproximately $152,000, of which none was incluiteititerest income.

Non-Accruing Loans At September 30, 2014, the Company had $0.9amilh nonaccruing loans, which constituted 0.2% of
Company’s gross loan portfolio, or less than 0.f%otal assets. At September 30, 2013, the Company$0.7 million in noraccruing loan
which constituted 0.2% of its gross loan portfolio,0.1% of total assets. The fiscal 2014 incréas®nperforming loans primarily relates
an increase in non-accruing loans in the agricaltoperating category of $0.3 million.
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Accruing Loans Delinquent 90 Days or Maré\t September 30, 2014, the Company had $54,0@@druing loans delinquent 90 d
or more.

Classified Assets Federal regulations provide for the classifimatiof loans and other assets such as debt andyespdtritie
considered by our primary regulator, the OCC, todbelesser quality as “substandard,” “doubtful” oss.” An asset is consider
“substandard’if it is inadequately protected by the current wetrth and paying capacity of the obligor or of t@lateral pledged, if an
“Substandard” assets include those characterizetthdydistinct possibility” that the Bank will s@h “some loss'if the deficiencies are n
corrected. Assets classified as “doubtful” havehthe weaknesses inherent in those classifiabstandard,Wwith the added characteristic t
the weaknesses present make “collection or ligindain full,” on the basis of currently existingcts, conditions, and valueshighly
questionable and improbable.” Assets classifietlass” are those considered “uncollectibkid of such minimal value that their continue
as assets without the establishment of a speos& leserve is not warranted.

General allowances represent loss allowances whésle been established to recognize the inherektassociated with lendil
activities, but which, unlike specific allowancésyve not been allocated to particular problem asséthen assets are classified as “lo#s”
Bank is required either to establish a specifiowéince for losses equal to 100% of that portiothefasset so classified or to chagjesuct
amount. The Bank' determinations as to the classification of itsets and the amount of its valuation allowancessabgect to review by i
regulatory authorities, who may order the estabiisht of additional general or specific loss alloses

On the basis of managementeview of its classified assets, at SeptembeR304, the Company had classified loans of $121Bom
as substandard, none as doubtful or loss, and @1%®real estate owned or other foreclosed assets.

Allowance for Loan Losses The allowance for loan losses is establishedutin a provision for loan losses based on managése
evaluation of the risk inherent in its loan poriiohnd changes in the nature and volume of its mcivity, including those loans which .
being specifically monitored by management. Suehluation, which includes a review of loans for @hifull collectability may not t
reasonably assured, considers, among other mattergstimated fair value of the underlying collateeconomic conditions, historical Ic
loss experience and other factors that warranggrton in providing for an appropriate loan lodl®waance.

Management closely monitors economic developmeois fegionally and nationwide, and considers thHastors when assessing
appropriateness of its allowance for loan losd#&/shile the current economic environment is still btlg strained, it has begun to show sign
improvement in Meta Financial’'s markets. Meta Ririal’s loss rates over the past three years were very Iotwithstanding these signs
improvement, Meta Financial does not believe ltkisly these low loss conditions will continue irfuhitely. All of Meta Financials market
indirectly benefit from the strong current agricm#tl market. Loss rates in the agricultural real estate angtalgural operating loan portfoli
have been minimal in the past three years primaily to higher commaodity prices as well as abowane yields which have created pos
economic conditions for most farmers in our markéfkanagement expects that future losses in thigqgtio, which have been very low, col
be higher than recent historical experience. Marant believes that various levels of rain andwesdther conditions within our markets
the potential to negatively impact potential yieldsich would have a negative economic effect onagricultural markets. In addition, ci
prices have recently declined, which could caustan in the agriculture markets.
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The allowance for loan losses established by MRBS8Iltefrom an estimation process that evaluatevael characteristics of its cre
portfolio. MPS also considers other internal artémal environmental factors such as changes énatipns or personnel and economic e\
that may affect the adequacy of the allowance fedit losses. Adjustments to the allowance fonllwsses are recorded periodically base
the result of this estimation process.

Management believes that, based on a detailedwenfithe loan portfolio, historic loan losses, @nteconomic conditions, the siz¢
the loan portfolio, and other factors, the curdentl of the allowance for loan losses at Septen3er2014, reflects an appropriate allowse
against probable losses from the loan portfolidthdugh the Company maintains its allowance fomld@sses at a level it considers tc
adequate, investors and others are cautioned hiea¢ tan be no assurance that future losses wilerceed estimated amounts, or
additional provisions for loan losses will not eguired in future periods. In addition, the Comypardetermination of the allowance for I
losses is subject to review by the OCC, which egjuire the establishment of additional generapecHic allowances.

Real estate properties acquired through forecloateaecorded at fair value. If fair value at tae of foreclosure is lower than

balance of the related loan, the difference willcharged to the allowance for loan losses at the of transfer. Valuations are periodic
updated by management and, if the value declinggeaific provision for losses on such propertgstablished by a charge to operations.
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The following table sets forth an analysis of th@@any’s allowance for loan losses.

September 30
2014 2013 2012 2011 2010
(Dollars in Thousands
Balance at Beginning of Perit $ 393 $ 3971 % 4,92¢ $ 523 % 6,99:
Charge Offs
1-4 Family Real Estat - (25) (©)] (229) (18%)
Commercial & Mult-Family Real Estat - (199 (2,099 (612) (6,979
Consume - (D (6) (774) (12,139
Commercial Operatin - - - (43 (102
Agricultural Operating (50 - - - -
Total Charge Offs (50) (220) (2,109 (1,107% (19,409
Recoveries
1-4 Family Real Estat 2 2 1 - 1
Commercial & Mult-Family Real Estat 347 11z 40 10z -
Consume - 1 4 41¢ 1,24
Commercial Operatin 18 63 4 - 40z
Agricultural Operating - - 50 - 21C
Total Recoveries 367 17¢ 99 521 1,85¢
Net Charge Off 317 47 (2,009 (58¢€) (17,550
Provision Charged to Expense 1,15( - 1,04¢ 27¢ 15,79
Balance at End of Period $ 5397 $ 3,93C $ 3971 & 4,92¢ % 5,23¢
Ratio of Net Charge Offs During the Perioc
Average Loans Outstanding During the Period -0.07% 0.01% 0.61% 0.17% 4.36%
Ratio of Net Charge Offs During the Perioc
Non-Performing Assets at Year End -31.6€% 5.07% 75.65% 3.65% 180.99%

For more information on the Provision for Loan Lesssee “ManagemesntDiscussion 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 summargzéallaws:

At September 30,

2014 2013 2012 2011 2010
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 Thousands

1-4 Family Real Estat $ 552 23.3% $ 33¢ 21.4% $  19: 14.8% $ 16t 10.7% $ 50 11.(%
Commercial & Multi-

Family Real Estat 1,57¢ 44.% 1,937 50.1%  3,11: 58.(% 3,901 60.9%  3,05: 55.1%
Agricultural Real Estat 263 11.2% 112 7.€% 1 6.C% - 6.2% 111 7.C%
Consume 78 5.8% 74 7.9% 3 9.9% 16 10.8% 73¢ 12.%
Agricultural Operating 71¢ 8.5% 267 8.8% - 6.3% 67 6.€% 12t 8.7%
Commercial Operatin 93 6.2% 49 4.2% 49 5.C% 36 4.7% 131 5.2%
Unallocated 2,115 - 1,15¢ - 612 - 741 - 1,02¢ -

Total $ 5,397 100.% $ 3,93( 100.(% $ 3,971 100.(% $ 4,92¢ 100.(% $ 5,23« 100.(%

Investment Activities

General. The investment policy of the Company generalyoi invest funds among various categories of itmvests and maturiti
based upon the Compasyneed for liquidity, to achieve the proper balabetveen its desire to minimize risk and maximiigdy to providi
collateral for borrowings, and to fulfill the Compds asset/liability management policies. The Camps investment and mortgapecke:
securities portfolios are managed in accordanck @itvritten investment policy adopted by the Boafdirectors, which is implemented
members of the Compars/Investment Committee. The Company closely mogib@alances in these accounts, and maintains folmmf
highly liquid assets to fund potential deposit tawtfs. To date, the Company has not experiencedsamjficant outflows related to MF
though no assurance can be given that this willicoa to be the case.

On May 6, 2013, the Company reclassified approxge$284.3 million from the available-for-sale agtey to the held-tanaturity
category. The reclassification resulted in theording of an unrealized gain of $2.1 million whibhs been segregated within accumul
other comprehensive income and is being amortirealigh maturity. For additional information regarding the Companyivestment ar
mortgage-backed securities portfolios, see NotasdL3 to the “Notes to Consolidated Financial Statets,”which is included in Part Il, Ite
8 “Financial Statements and Supplementary DatdhisfAnnual Report on Form 10-K.

As of September 30, 2014, investment and mortdeapied securities with fair values of approxima®22.9 million, $149.4 millic
and $36.4 million were pledged as collateral fer Bank’s Federal Home Loan Bank of Des Moines (“BFjLadvances, Federal Reserve B
(“FRB”) advances, and collateral for securities sold ursdgeements to repurchase, respectively. For additiinformation regarding t
Company'’s collateralization of borrowings, see NMoeand 9 to the “Notes to Consolidated Finandiateégnent,"which is included in Part |
Item 8 “Financial Statements and Supplementary 'Datthis Annual Report on Form 10-K.

Investment Securitieslt is the Company general policy to purchase investment secuniti@ish are U.S. Government securities, |
Government agency and instrumentality securititesand local government obligations, commercaggu, corporate debt securities
overnight federal funds.

Beginning in June 2012, the Company began execatsigategy designed to diversify the Bankivestment securities portfolio. T
strategy involved purchasing other investmentsmarily nonbank qualified municipal bond securities. The Camp believes th
diversification reduces the risk in the portfolig bpreading its investable dollars among a broadege of investment types and te
advantage of the Compamyinnovative funding structure. As of SeptemberZuL4, the Company had total investment secuyri@rsluding
mortgage-backed securities, with an amortized ¢b$697.6 million compared to $531.2 million asS#ptember 30, 2013.
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The largest portion of this investment strategyolags the purchase of ndrank qualified obligations of political subdivisen Thes
bonds are issued in larger denominations than loprallified obligations of political subdivisions, wh allows for the purchase of lar
blocks. These larger blocks of municipal bondstgpécally issued in larger denominations by weatlewn issuers, and in turn, are more lic
and salable, which helps reduce price risk. Thegeicipal bonds are taexempt and as such have a tax equivalent yieldcehittan their boc
yield. The tax equivalent yield calculation uses Compan’s cost of funds as one of its components. With ¢bist of funds being low due
the volume of interedtee deposits generated by the MPS division, tlxeeguivalent yield for these bonds is higher thasimailar tern
investment in other investment categories.

As of September 30, 2014, the Company had obligatad states and political subdivisions of $580i8ion, representing 83.5%
total investment securities, excluding mortgaggcked securities. This amount is spread amorgstates, with Texas being the only ¢

with a concentration higher than 10% of the totedproximately 11%. The Company intentionally hasdirect municipal bond exposure
California or Puerto Rico. Management believes gegographical diversification lessens the crasht associated with these investments.
Company also monitors concentrations of the ultintetrrower and exposure to counties within eade stefurther enhance diversification.

21




Table of Content

The following table sets forth the carrying valuk tbe Company’s investment securities portfolioclading mortgagdsacke:
securities and other equity securities, at thediadicated.

At September 30,
2014 2013 2012
(Dollars in Thousands

Investment Securities AF

Trust preferred and corporate securi® $ 46,92¢ $ 48,78 $ 65,49’
Asset backed securiti - - 41,32¢
Agency and instrumentality securiti - - 39,46"
Small business administration securii 67,01: 10,58: 19,91«
Obligations of states and political subdivisic - 1,727 13,15
Non-bank qualified obligations of states and politisabdivisions 367,58( 238,72¢ 255,89!
Common equities and mutual funds 82¢ - -
Subtotal AFS 482,34t 299,82: 435,25(

Investment Securities HTI

Agency and instrumentality securiti $ - $ 10,00: $ -
Obligations of states and political subdivisic 19,30« 19,54¢ -
Non-bank qualified obligations of states and poditisubdivision$? 193,59! 181,54 -
Subtotal HTM 212,89¢ 211,09¢ -
FHLB Stock 21,24¢ 9,99/ 2,12(
Total Investment Securities and FHLB Stock $ 716,490 $ 520,91: $ 437,371

Other Intere-Earning Assets
Interest bearing deposits in other financial ingitins anc
Federal Funds Sol@ $ 9,08¢ $ 64,73. $ 128,05!

@ Within the trust preferred securities presentedvapthere are no securities from individual issubet exceed 5% of the Compasybta
equity. The name and the aggregate market valseauirities of each individual issuer as of Septm30, 2014, are as follows: Key C
Capital |, $4.4 million; PNC Capital Trust, $4.4 Iloin; CoreStates Capital Trust $4.4 million; andirtington Capital Trust Il, $4
million.

@ Includes $2.6 million of taxable obligations oftsand political subdivision
@  The Company at times maintains balances in exddasured limits at various financial institutiomluding the FHLB, the FRB and otl

private institutions. At September 30, 2014, thmmPany had no interest bearing deposits held aFHIEB and $9.1 million in intere
bearing deposits held at the FRB. At Septembe2304, the Company had no federal funds sold apangte institution
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The composition and maturities of the Companinivestment securities portfolio, excluding equsigcurities, FHLB stock a
mortgage-backed securities, are indicated in theviing table.

September 30, 201.

1 Year After 1 Year After 5 Years After
or Less Through 5 Years Through 10 Years 10 Years Total Investment Securities
Carrying Carrying Carrying Carrying Amortized Fair
Value Value Value Value Cost Value
Available for Sale (Dollars in Thousands
Trust preferred and corporate
securities $ 3,04t $ 7,117 % 18,95 $ 17,81( $ 48,747 $ 46,92¢
Small business administration
securities - - 36,96! 30,04¢ 66,54: 67,01:
Non-bank qualified obligations of
states and political subdivisions - 2,962 229,78: 134,83 368,89 367,58
Total Investment Securities AFS  § 3,04t $ 10,07¢ $ 285,69t $ 182,69t $ 484,18' $ 481,52
Weighted Average Yiel® 1.4(% 0.82% 2.1&% 2.0€6% 2.0€6% 2.1(%
September 30, 2014
1 Year After 1 Year After 5 Years After
or Less Through 5 Years Through 10 Years 10 Years Total Investment Securities
Carrying Carrying Carrying Carrying Amortized Fair
Value Value Value Value Cost Value
Held to Maturity (Dollars in Thousands
Obligations of states and political
subdivisions $ 347 $ 4,10¢ $ 9,14 % 5707 $ 19,30 $ 18,98(
Non-bank qualified obligations of
states and political subdivisions - 62( 82,38 110,58 193,59! 192,16(
Total Investment Securities HTM ~ $ 347 $ 4,72¢ $ 91,53 $ 116,29: $ 212,89¢ $ 211,14
Weighted Average Yielr ® 3.05% 1.88% 2.1(% 2.5%% 2.3€6% 2.42%

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

Mortgage-Backed SecuritiesThe Company’s mortgadecked and related securities portfolio consistadady of securities issur
by U.S. government agencies or instrumentalitieduding those of Ginnie Mae, Fannie Mae and Freditic as of September 30, 2014.

Ginnie Mae, Fannie Mae and Freddie Mac certificatesmodified pasghrough mortgagéacked securities representing undivided interia

underlying pools of fixedrate, or certain types of adjustable-rate, predamtiy single-family and, to a lesser extent, mu&mily residentie

mortgages issued by these U.S. government agemiciestrumentalities. Fannie Mae and Freddie Mewegally provide the certificate hol
a guarantee of timely payments of interest, whetinarot collected. Ginnie Mag'guarantee to the holder is timely payments afgipal an
interest, backed by the full faith and credit of th.S. Government.

At September 30, 2014, the Company had a divergéopo of mortgagebacked securities with an amortized cost of $70@il8on,
representing 95.5% of the total mortgdmpeked portfolio, which had fixed rates of interastd $32.8 million, representing 4.5% of the 1
portfolio, which had adjustable rates of intereshe Company held primarily seasoned 15 year, 20,y@nd 30 year pass through and,
lesser extent, various maturity delegated undeingriservicing (“DUS”) mortgagd&acked securities. Coupons on these securitieedafign
below 2% to 6%.

Mortgage-backed securities generally increase tiadityy of the Company assets by virtue of the insurance or guarantestsbac
them, are more liquid than individual mortgage ®amd may be used to collateralize borrowings berobbligations of the Company.
September 30, 2014, $422.9 million or 58% of thenPany’s mortgag®acked securities were pledged to secure varioligatibns of th
Company.
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While mortgagebacked securities carry a reduced credit risk agpaved to whole loans, such securities remain stitjethe risk the
a fluctuating interest rate environment, along vather factors such as the geographic distribugioth other underwriting risks inherent in
underlying mortgage loans, may alter the prepaymeet of such mortgage loans and so affect botlptepayment speed, and value, of
securities. The prepayment risk associated withtgagebacked securities is monitored periodically, andppyment rate assumptions
adjusted as appropriate to update the Company’'syage-backed securities accounting and assetitiatgports.

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

At September 30,
2014 2013 2012
Available for Sale (Dollars in Thousands
Freddie Mac $ 155,34 $ 82,18¢ % 129,94(
Fannie Mae 266,21 252,19t 444,62"
Fannie Mae DU 194,66: 224,37¢ 80,94¢
Ginnie Mae 41,65: 22,60¢ 25,93:
Total AFS $ 657,87( 581,37 $ 681,44
At September 30,
2014 2013 2012
Held to Maturity (Dollars in Thousands
Fannie Mae $ 70,03¢ $ 76,927 $ -
Total HTM $ 70,03¢ $ 76,927 $ -
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The following table sets forth the contractual misies of the Company’s mortgadexcked securities at September 30, 2014.
considered in the preparation of the table belothéseffect of prepayments, periodic principal sgpants and the adjustahiate nature «
these instruments which typically lower the avertigeof these holdings.

September 30, 201

1 Year After 1 Year After 5 Years After Total Investment
or Less Through 5 Years Through 10 Years 10 Years Securities
Carrying Carrying Carrying Carrying Amortized Fair
Value Value Value Value Cost Value
Available for Sale (Dollars in Thousands
Freddie Mac $ - 8 - $ - $ 15534( $ 155,65° $ 155,34(
Fannie Mae - - - 266,21: 264,69t 266,21
Fannie Mae DU - - 194,66:. - 201,87( 194,66:
Ginnie Mae - - - 41,65! 41,46! 41,65:
Total Investment Securities $ - $ - % 194,66: $ 46320 $ 663,69 $ 657,87
Weighted Average Yiel 0.0(% 0.0(% 2.95% 2.2% 2.28% 2.45%
September 30, 201
1 Year After 1 Year After 5 Years After Total Investment
or Less Through 5 Years Through 10 Years 10 Years Securities
Carrying Carrying Carrying Carrying Amortized Fair
Value Value Value Value Cost Value
Held to Maturity (Dollars in Thousands
Fannie Mae $ - $ - $ - $ 70,03« $ 70,03« $ 68,17:
Total Investment Securities $ - $ - 3 - $ 70,03: $ 70,03: $ 68,17
Weighted Average Yiel 0.0(% 0.0(% 0.0(% 2.3% 2.3™% 2.71%

At September 30, 2014, the contractual maturitgpgdroximately 73% of the Company’s mortgalgacked securities was in exces

ten years. The actual maturity of a mortgageked security is typically less than its stateturity due to scheduled principal payments
prepayments of the underlying mortgages. Prepatsrtaat are different than anticipated will afféloe yield to maturity. The yield is baxs
upon the interest income and the amortization gf gremium or discount related to the mortgégeked security. In accordance with |
Generally Accepted Accounting Principles (“GAAPfremiums and discounts are amortized over the atgonlives of the loans, whi
decrease and increase interest income, respectifélg prepayment assumptions used to determinantioetization period for premiums ¢
discounts can significantly affect the yield of nyagebacked securities, and these assumptions are redi@eriodically to reflect actt
prepayments. Although prepayments of underlyingtgames depend on many factors, including the typenortgages, the coupon r:
borrower credit scores, loan to premises value athe of mortgages, the geographical location ofutierlying real estate collateralizing
mortgages and general levels of market interessrdhe difference between the interest rates enutlderlying mortgages and the preva
mortgage interest rates generally is the most fiigimt determinant of the rate of prepayments. imuperiods of falling mortgage inter
rates, if the coupon rate of the underlying morasagxceeds the prevailing market interest ratesraxff for mortgage loans, refinanc
generally increases and accelerates the prepayaifetfite underlying mortgages and the related sescuriinder such circumstances,
Company may be subject to reinvestment risk becdaashe extent that the Company’s mortggeked securities amortize or prepay fz
than anticipated, the Company may not be able itovest the proceeds of such repayments and prepdagraé a comparable rate. Dul
periods of rising interest rates, these prepaymtand to decelerate as the prevailing market isterates for mortgage rates increase
prepayment incentives dissipate.
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Management has implemented a process to identdyrigies with potential credit impairment that asther-thantemporary. Thi
process involves evaluation of the length of tinmel &xtent to which the fair value has been lesa tha amortized cost basis, review
available information regarding the financial pmsitof the issuer, monitoring the rating of thews#tg, monitoring changes in value, cash f
projections, and the Compasyintent to sell a security or whether it is madkelly than not we will be required to sell the sgigubefore th
recovery of its amortized cost which, in some casesy extend to maturity. To the extent we detaamhat a security is deemed to be othe
than-temporarily impaired, an impairment loss sognized.

For all securities considered temporarily impaiithé, Company does not intend to sell these seesi@tind it is not more likely than |
that the Company will be required to sell the sitgdnefore recovery of its amortized cost, whichyne&cur at maturity. The Company belie
it will collect all principal and interest due ofl vestments with amortized cost in excess of failue and considered only tempore
impaired.

In fiscal 2014 and 2013, there were no other-tlengorary impairments recorded.
Sources of Funds

General. The Company sources of funds are deposits, borrowings, apation and repayment of loan principal, intereshed ot
or maturation of investment securities and shortitemvestments, mortgage-backed securities, andisfpnovided from operations.

Borrowings, including FHLB advances, repurchaseagrents and funds available through the FRB Didgcédlindow, may be used
times to compensate for seasonal reductions ingispor deposit inflows at less than projected levmay be used on a longerm basis t
support expanded lending activities, and may a¢saded to match the funding of a correspondingtasse

Deposits. The Company offers a variety of deposit accobatsing a wide range of interest rates and terfiie Companys deposit
consist of statement savings accounts, money maekémngs accounts, NOW and regular checking acsouleiposits related to prepaid c:
primarily categorized as checking accounts, antficate accounts currently ranging in terms froourteen days to 60 days. The Comg
solicits deposits from its primary market area aglees primarily on competitive pricing policieghertising and higlguality customer servir
to attract and retain these deposits.

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

The variety of deposit accounts offered by the Canyphas allowed it to be competitive in obtainingds and to respond w
flexibility to changes in consumer demand. The @any endeavors to manage the pricing of its depasikeeping with its asset/liabil
management and profitability objectives. Based®experience, the Company believes that its ggyimoney market accounts, NOW, reg
checking accounts and deposits related to preaitsare relatively stable sources of depositswdver, the ability of the Company to atti
and maintain certificates of deposit and the rgi@isl on these deposits has been and will continuleet significantly affected by marl
conditions.
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At September 30, 2014, $1.1 billion of the Compangeposit portfolio was attributable to MPS. Thajonty of these depos
represent funds available to spend on prepaid debils and other stored value products, of which $illion are included with non-interest-
bearing checking accounts and $10.0 million ardutgted with savings deposits on the Companonsolidated Statement of Finan
Condition. Generally, these deposits do not pagrast. MPS originates debit card programs throughbide sales agents and other finai
institutions. As such, these deposits carry a sdmé higher degree of concentration risk than tiagial consumer products. If a major cli
or card program were to leave the Bank, deposftaws could be more significant than if the Bankrevéo lose a more traditional custon
although it is considered unlikely that all depssilated to a program would leave the Bank withsdgnificant advance notification. As su
historical results indicate, and management bedietree Companyg’ deposit portfolio attributable to MPS is stablEhe increase in depos
arising from MPS has allowed the Bank to reduceeiigance on higher costing certificates of deoaitd public funds.

The following table sets forth the deposit flowstst Company during the periods indicated.

September 30
2014 2013 2012
(Dollars in Thousands

Opening Balanc $ 1,31528 $ 1,379,79 $ 1,141,62
Deposits 215,420,49 180,050,54 148,719,27
Withdrawals (215,369,87) (180,115,81) (148,482,63)
Interest Credited 642 764 1,531

Ending Balance $ 136654 $ 1,31528 $ 1,379,79

Net Increase (Decrease) $ 51,25¢ $ (64,51) $ 238,17:

Percent Increase (Decrease) 3.9(% -4.68% 20.86%
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The following table sets forth the dollar amounteposits in the various types of deposit prograffesed by the Company for the

periods indicated.

September 30

2014 2013 2012
Percent of Percent of Percent of
Amount Total Amount Total Amount Total
(Dollars in Thousands
Transactions and Savings Depos
Non-Interest Bearing Checkir $ 1,126,711 82.45% $ 1,086,25! 8259 $ 1,181,29 85.61%
Interest Bearing Checkir 37,18t¢ 2.7z 31,18 2.37 33,09 2.4C
Savings Deposit 27,61( 2.0z 26,22¢ 1.9¢ 26,05! 1.8¢
Money Market Deposits 40,47t 2.9¢€ 40,01¢ 3.04 38,58t 2.8C
Total Non-Certificate Deposits 1,231,98 90.1¢ 1,183,68 89.9¢ 1,279,03. 92.7(
Time Certificates of Deposi
Variable 20z 0.01 211 0.0z 21¢ 0.0z
0.00- 1.99% 128,73( 9.42 122,13¢ 9.2¢ 68,48 4.9¢
2.00- 3.99% 5,621 0.41 8,83¢ 0.67 28,69 2.0¢
4.00- 5.99% - - 413 0.0z 3,36¢ 0.24
6.00 - 7.99% - - - - - -
Total Time Certificates of Deposi 134,55:. 9.8t 131,59¢ 10.01 100,76: 7.3C
Total Deposits $ 1,366,54 100.0(% $ 1,315,28: 100.0% $ 1,379,79 100.0(%

The following table shows rate and maturity infotioa for the Company’s certificates of deposit 8September 30, 2014.

Percent of
Variable 0.00-1.9%% 2.00-3.9%% 4.00-5.99% 6.00-7.9%% Total Total
(Dollars in Thousands

Certificate accounts maturir
in_quarter endinc
December 31, 201 38 59,17: 1,46¢ - - 60,67: 45.1
March 31, 201! 52 31,42¢ 867 - - 32,347 24.C
June 30, 201 13 9,16¢ 97C - - 10,14¢ 7.5
September 30, 201 47 2,702 16C - - 2,90¢ 2.2
December 31, 201 24 7,47¢ 1,441 - - 8,94/ 6.6
March 31, 201¢ 28 1,00( 18¢ - - 1,217 0.9
June 30, 201 - 4,29¢ 18C - - 4,47¢ 3.3
September 30, 201 - 76& 31¢ - - 1,08¢ 0.8
December 31, 201 - 1,74¢ 21 - - 1,76t 1.3
March 31, 201" - 672 10 - - 682 0.5
June 30, 201 - 5,09¢ - - - 5,09¢ 3.8
September 30, 201 - 304 - - - 304 0.2

Thereafter - 4,90/ - - - 4,90/ 3.6
Total $ 20z % 128,73( % 5,621 $ - - $ 134,55: 100.(%
Percent of total 0.2% 95.7% 4.2% 0.C% 0.C% 100.(%
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The following table indicates the amount of the @amy’s certificates of deposit and other deposits by titemaining until maturi
as of September 30, 2014.

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,( $ 15247 $ 3,39¢ % 8,832 % 19,99: $ 47,46¢
Certificates of deposit of $100,000 or more 45,42¢ 28,95/ 4,22¢ 8,48: $ 87,08¢
Total certificates of deposit $ 60,67: $ 32,34 $ 13,05¢ $ 28,478 $ 134,55!

At September 30, 2014, there were $66.1 millioméposits from governmental and other public estiticluded in certificates
deposit.

Borrowings. Although deposits are the Company’s primary sewf funds, the Compars/practice has been to utilize borrowi
when they are a less costly source of funds, canvasted at a positive interest rate spread, @annthe Company desires additional capaci
fund loan demand.

The Companys borrowings have historically consisted primadfyadvances from the FHLB upon the security ofankét collater:
agreement of a percentage of unencumbered loanshanpledge of specific investment securities. lSadvances can be made pursua
several different credit programs, each of which tig own interest rate and range of maturities.S@ptember 30, 2014, the Bank had
million of advances from the FHLB, $470.0 milliofifederal funds purchased and the ability to bortgmto an approximate additional $¢€
million. The Company is able to pledge additioassets to expand its borrowing capability at thé.BEHAt September 30, 2014, there w
$7.0 million in advances that had maturities raggip to approximately five years.

On July 16, 2001, the Company issued all of th&1® authorized shares of Company Obligated Maniffateedeemable Preferr
Securities of First Midwest Financial Capital Trus{preferred securities of subsidiary trust) hoglisolely subordinated debt securiti
Distributions are paid seménnually. Cumulative cash distributions are caltad at a variable rate of the London Interbankefefl Rat
(“LIBOR") plus 3.75%, not to exceed 12.5%. The Company @miagne or more times, defer interest payments ercépital securities for |
to 10 consecutive semainnual periods, but not beyond July 25, 2031.hatdnd of any deferral period, all accumulatedarghid distribution
must be paid. The capital securities are requivdee redeemed on July 25, 2031; however, the Coynpas a semannual option to short
the maturity date. The option has not been exedcas of the date of this filing. The redemptioicgis $1,000 per capital security plus
accrued and unpaid distributions to the date oémgation. Holders of the capital securities havevoting rights, are unsecured, and rank ju
in priority of payment to all of the Company’s ifndedness and senior to the Compangdmmon stock. The trust preferred securitiee

been includable in the Company’s capital calcutaticince they were issued. The preferential dapgatment of the Compars/trus
preferred securities was grandfathered under thaeliBPoank Act.

From time to time, the Company has offered refglurchase agreements to its customers. Thesemagreetypically range from .

days to five years in term, and typically have beéfered in minimum amounts of $100,000. The pestseof these transactions are use
meet cash flow needs of the Company. At Septe@®e2014, the Company had $10.4 million of retaurchase agreements outstanding.
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Historically, the Company has entered into wholesapurchase agreements through nationally recedrimkerdealer firms. The:
agreements are accounted for as borrowings by tmp@ny and are secured by certain of the Company&stment and mortgadecke:
securities. The broketealer takes possession of the securities duriagoériod that the reverse repurchase agreemenitssanding. Th
terms of the agreements have usually ranged fremnsdays to six months, but on occasion longer ssgreements have been entered intc
September 30, 2014, the Company had no wholegalealgase agreements outstanding.

The following table sets forth the maximum moethd balance and average balance of FHLB advareted, and reverse repurch
agreements and Subordinated Debentures for thedseandicated.

September 30,
2014 2013 2012
(Dollars in Thousands

Maximum Balance

FHLB advance: $ 7,00 $ 7,00C $ 11,00(
Repurchase agreeme 33,99¢ 19,90: 27,617
Subordinated debentur 10,31( 10,31( 10,31(
Overnight fed funds purchas 470,00( 325,00t 165,00(
Average Balance
FHLB advance: $ 7,00C $ 8,09¢ $ 11,00(
Repurchase agreeme 10,13° 10,54( 15,27¢
Subordinated debentur 10,31( 10,31( 10,31(
Overnight fed funds purchas 186,15: 129,82! 34,57¢

30




Table of Content

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

September 30
2014 2013 2012
(Dollars in Thousands

FHLB advance: $ 7,000 $ 7,000 $ 11,00(
Repurchase agreeme! 10,41 9,14¢ 26,40(
Subordinated debentur 10,31( 10,31( 10,31(
Overnight fed funds purchased 470,00( 190,00( -

Total borrowings $ 497,72,  $ 216,45t $ 47,71(
Weighted average interest rate of FHLB advai 6.9&% 6.98% 6.0(%
Weighted average interest rate of repurchase agnms 0.52% 0.52% 0.51%
Weighted average interest rate of subordinatedrdales 4.0&% 4.15% 4.3%%
Weighted average interest rate of overnight fedi$unurchase 0.2&% 0.5% 0.0(%
Subsidiary Activities

The subsidiaries of the Company are the Bank ared Midwest Financial Capital Trust I. On Septem®@, 2013, the Bank had ¢
service corporation subsidiary, First Services Ran@ Limited (“First Services”). At September 3013, the net book value of the Bask’
investment in First Services was approximately $0@7. The Bank organized First Services in 198i8st Services had no active operatior
of September 30, 2013, and was dissolved on Deaedn2913.

Meta Payment System$ Division

Meta Financial, through the MPS division of the Bais focused on the electronic payments industiy affers a complement
prepaid cards, consumer credit products and othgmpnt industry related products and services dnatmarketed to consumers thro
financial institutions and other commercial enstieThe products and services offered by MPS amerg#ly designed to facilitate the proces:
and settlement of authorized electronic transastiomolving the movement of funds. MPS offers sfi@product solutions in the followir
areas: (i) prepaid cards, (i) a consumer creditlpct, and (iii) ATM sponsorship. MP®roducts and services generally target banks,
processors and third parties who market and digtrithe cards.

Each line of MPS’ business is discussed generalgvib. With respect to the lines of business, them significant amount of cross-
selling and cross-utilization of personnel and weses (e.g., a client asks MPS to develop products for bo#pard and consumer cre
needs).

Prepaid Cards Prepaid cards take the form of credit csimed plastics embedded with a magnetic stripe lwaiecodes relevant c:
data (which may or may not include information attve user and/or purchaser of such card) or auafit card where there is no actual pla
but the transaction and account records are handléde same manner. When the holder of such @ asaempts a permitted transact
necessary information, including the authorizafiensuch transaction, is shared between the “pafintse” or “point of sale’and authorizatic
systems maintaining the account of record.
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The funds associated with such cards are typidalg in pooled accounts at the Bank representiegatigregate value of all ca
issued in connection with particular products argsams, further described below. Although the &iack held in pooled accounts, the acc
of record indicates the funds held by each indialdiard. The cards may work in a closed loepg(, the card will only work at one particu
merchant and will not work anywhere else), a seloged loop .9., the card will only work at a specific set of meaats such as a shopp
mall), or open loop which function as a Visa, MaStrd, or Discover branded debit card that will kvatherever such cards are accepte:
payment. Most of MPS’ prepaid cards are open-loop.

This segment of MPS’ business can generally bedddiinto three categories: reloadable cards, ratmadable cards, a
benefit/insurance cards. These programs are tjpioffered via a third party relationship.  Gomeent benefits are another grow
application for prepaid cards; however, MPS hademised on this category to date.

Reloadable Cards The most common reloadable prepaid card progempayroll cards, whereby an emplogegayroll is loaded
the card by their employer utilizing direct depositeneral Purpose Reloadable (“GPR&yds are usually distributed by retailers and oz
reloaded an indefinite number of times at partittigaretail load networks. Other examples of rdlale cards are travel cards which are
to replace travelers checks and can be reloadeedetermined number of times as well as tax-relatgds where a taxpaysnefund is place
on the card. Reloadable cards are generally opem ¢ards that consumers can use to obtain ca&fMs or purchase goods and serv
wherever such cards are accepted for payment.

Non-Reloadable Cards Nonteloadable prepaid cards are sometimes referred ttisposable and may only be used until the
initially loaded to the card have been exhaustBaese include gift cards, rebate cards, and pramatior incentive cards. These cards me
closed loop or open loop but are generally notlalsbg to obtain cash. Under certain conditionsséhcards may be anonymous, wherek
customer relationship is created and the idenfitshe cardholder is unknown. Except for gift cardsny norreloadable card programs
funded by a corporation as a marketing tool rathen from consumer funds.

Benefit/Insurance Cards Benefit/insurance cards are traditionally usgdemployers and large commercial companies (su
property insurers) to distribute benefits to pessentitled to such funds. Possible uses of benafils could be the distribution of money
qualified expenses related to an employer spondterithle spending account program (“FSAJ) the distribution of insurance claim proce
to insureds who have made a payable claim againekiating insurance policy. These cards are gdiyavpen loop or senmitosed loop as
the case of an FSA card that can only be usedualifsed medical expenses.

Consumer Credit ProductsIn its belief that credit programs can help megitimate credit needs for prime and quime borrower:
and afford the Company an opportunity to diverdife loan portfolio and minimize earnings exposute do economic downturns, -
Company has offered certain credit programs thaewiesigned to accomplish these objectives, althamdy one such program currer
exists.

MPS has strived to offer consumers innovative paynpeoducts, including credit products. Most ctgatioducts have historica
fallen into one of two general categories: (1)rgmship lending and (2) portfolio lending. In@ossorship lending model, MPS typic:
originates loans and sells (without recourse) #silting receivables to third party investors epaibto take the associated credit risk. MPS
sponsorship lending program is governed by theclPdbr Sponsorship Lending which has been apprdwethe Board of Directors. M
discontinued most sponsorship lending programssaaf year 2012 with only one still in existenc&.Portfolio Credit Policy which has be
approved by the Board of Directors governs poufaliedit initiatives undertaken by MPS, whereby @mnpany retains some or all receiva
and relies on the borrower as the underlying soofcepayment.
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ATM Sponsorship MPS sponsors ATM independent sales organizat{ti®&Os”) into various networks and provides associ
sponsorships of encryption support organizationd #rird party processors in support of the finahdiestitutions and the ATM IS
sponsorships. Sponsorship consists of the revimhogersight of entities participating in debit asrddit networks. In certain instances, N
also has certain leasehold interests in certain AWHich require bank ownership and registratiorctompliance with applicable state law.

While the Company has adopted policies and proesdic manage and monitor the risks attendant olithé of business, and !
executives who manage the Compangtogram have years of experience, no guarantede&anade that the Company will not experit
losses in the MPS division. See “- Regulation {9@s®d Prepaid Payments Regulation”.

Regulation

The Company is broadly regulated as a savings @amd tholding company by the Federal Reserve, arghisired to file reports wi
and otherwise comply with the rules and regulatiohthe Federal Reserve applicable to such compaAi a reporting company under
Securities Exchange Act of 1934, the Company is edgjuired to file reports with the SEC and otheemécomply with federal securities lav
The Bank is a federally chartered thrift institutithat is subject to broad federal regulation avetsight extending to all of its operations by
OCC, its primary federal regulator, and by the FR2KCdeposit insurer. The Bank is also a membéreofFHLB. See “Risk Factorsthich i<
included in Item 1A of this Annual Report on For+K.

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

Dodd-Frank Wall Street Reform and Consumer Pradectct of 2010 (“the Dodd-Frank Act”) In response to the national ¢
international economic recession that began in ZMDB and to strengthen supervision of financiatitutsons and systemically importe
nonbank financial institutions, Congress and th®.dovernment took a variety of actions, includihg enactment of the Dodérank Act ol
July 21, 2010. The DodHrank Act represents the most comprehensive chembanking laws since the Great Depression of 804 an
mandated changes in several key areas: regulatidncompliance (both with respect to financial itnibns and systemically importe
nonbank financial companies), securities regulatexecutive compensation, regulation of derivativesporate governance, transactions
affiliates, deposit insurance assessments and nwarsprotection. Importantly for the Bank, the Ddeléink Act also abolished the Office
Thrift Supervision (the “OTS”pn July 21, 2011, and transferred rulemaking aitth@nd regulatory oversight to the OCC with regpe
federal savings banks, such as the Bank, and tBahed of Governors of the Federal Reserve Systémraspect to savings and loan holc
companies, such as the Company. While the changhs law required by the Doderank Act will most significantly have a major ingtar
large institutions, even relatively smaller ingtibns such as ours will be affected.

Pursuant to the DodBrank Act, the Bank is subject to regulations prigated by the Consumer Financial Protection Burghe
“Bureau”). The Bureau has consolidated rules and orders w#pect to consumer financial products and serdndshas substantial powe|
define the rights of consumers and responsibilitfdending institutions, such as the Bank. ThedBu will not, however, examine or super
the Bank for compliance with such regulations; eattbased on the Bark'size (less than $10 billion in assets), enforcgraathority wil
remain with the OCC although the Bank may be rexglio submit reports or other materials to the Bungpon its request.
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The Dodd-Frank Act included provisions which redtinterchange fees to those which are “reasoratdeproportionatefor certair
debit card issuers and limits the ability of netksoand issuers to restrict debit card transactotimg (known as the “Durbin Amendmept”
The Federal Reserve issued final rules implemerttiadOurbin Amendment on June 29, 2011. In thalfinle, interchange fees for debit ¢
transactions were capped at $0.21 plus five basistpto be eligible for a “safe harbosuch that the fee is conclusively reasonable
proportionate. Another related rule also permiisadditional $0.01 per transaction “fraud prevemtamjustmento the interchange fee
certain standards designed by the Federal Resesvienplemented including an annual review of frawevention policies and procedures
should be noted that these pricing determinaticage tbeen upheld by the appellate court but an &ppearrently requested by merch
groups that believe the permitted fee is too high;of the date of this filing, the Supreme Cour hat decided whether it will hear
merchantsappeal. With respect to network exclusivity andehant routing restrictions, it is now requiredttal debit cards participate in
least two unaffiliated networks so that the tratisas initiated using those debit cards will havdeast two independent routing chann
Notably, the interchange fee restrictions in thelidu Amendment do not apply to the Bank becauset delod issuers with total worldwi
assets of less than $10 billion are exempt.

The Dodd-Frank Act also included a provision thgigements the Federal Trade Commission Aptohibitions against practices 1
are unfair or deceptive by also prohibiting prassi¢hat are “abusive.” The BureawDirector, Richard Cordray, has publicly stateat ttis
term will not be defined by regulation but will,sitead, be illuminated by the enforcement actiopsBthreau initiates. To date, only a han
of Bureau enforcement actions have referencedeadlégbusive” acts or practices.

The extent to which the new legislation and exgsémd planned governmental initiatives thereund#érswcceed in ameliorating tig
credit conditions or otherwise result in an impnment in the national economy is uncertain. In &oidj because some components of
Dodd-Frank Act still have not been finalized, itdigficult to predict the ultimate effect of the Bd+Frank Act on us or the Bank at this tin
Additionally, it is unclear if the results of th@d®4 elections will have any effect on reducing thgulatory requirements imposed on
Company and the Bank. It is likely, however, that operational expenses will increase as a re$uléw compliance requirements.

Incentive Compensation Regulation The OTS issued on June 21, 2010 final guidancernsure that incentive compensa
arrangements at federal savings banks take intouataisk and are consistent with safe and soumtkibg 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 urigketo the financial system.

USA Patriot Act of 2001 In October 2001, the USA Patriot Act of 2001e(tfPatriot Act”) was enacted in response to the terr
attacks in New York, Pennsylvania and Washingtor§;.@vhich occurred on September 11, 2001. Thed®aict is intended to strength
U.S. law enforcement’s and the intelligence commiesiiabilities to work cohesively to combat terrorismawariety of fronts. The potent
impact of the Patriot Act on financial institution$ all kinds is significant and wide-ranging. TRatriot Act contains sweeping aniene)
laundering and financial transparency laws and sepovarious regulations, including standards faifyieg client identification at accou
opening, and rules to promote cooperation amoranfial institutions, regulators and law enforcementtties in identifying parties that may
involved in terrorism or money laundering. Amonther provisions, the Patriot Act requires financiastitutions to have antnone)
laundering programs in place and requires bankégmlators to consider a holding compangffectiveness in combating money launde
when ruling on certain merger or acquisition aggl@ns.
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Credit Card Regulation The Credit Card Accountability Responsibilitydadisclosure Act was signed into law on May 22, 20e
“Credit Card Act”). The Credit Card Act bans retroactive rate increasegplires that bills be due no less than 21 dayms the time of mailing
requires that credit card contracts be accessibldhe Internet, and allows consumers to opt-itdéfytchoose to use a card issuer’'s diit
protection. While certain opesnd credit programs of the Bank were impacted byGhedit Card Act, the operational and financigbamt tc
the Bank has been immaterial. Gift card provisionghe Credit Card Act took effect on August 2D10. These provisions impose r
restrictions on the use of expiration dates and fae gift cards, including both open-loop and daible®p cards. Certain provisions can i
apply to general purpose reloadable and promotioaeads (i.e. , reloadable cards that are not marketed or labasedift cards, cards r
marketed to the general public and cards thatoyadtly or award cards are not subject to the fabexpiration restrictions). If a card is sub
to the Credit Card Ac$ fee restrictions, then (1) fees cannot be imposithin a year after the card was issued or withigear after tt
cardholders last use, (2) only one fee is permitted in anytinoand (3) certain disclosures related to the &l the timing of their impositi
must be clearly and conspicuously disclosed. Haed is subject to the Credit Card Ascttxpiration provisions, then the card must
consumers a reasonable opportunity to purchaseatttewith at least five years remaining until tledcexpiration date and the funds loe
onto such card must not expire before the latdéivefyears after the date on which the card waseid®r the card expiration date (if any).

Home Affordable Refinance Program (“HARP™Announced in November 2011, the HARP is availableréfinances of existing a
qualified Fannie Mae or Freddie Mac loans only.e Qoal of the refinance effort, as announced byPtesident of the United States, te
provide access to low-cost refinancing for respaeshomeowners suffering from falling home price3He expectation is that refinancin
qualified loan will put responsible borrowers ibeatter position by reducing their monthly principaid interest payments or moving them f
a more risky loan structure (such as interest-onighortterm ARM) to a more stable product. It is anti¢gzhthat this program, which ends
December 31, 2015, will have minimal impact on @wmpany.

Privacy. The Bank is required by statute and regulatiodisclose its privacy policies to its customersaorannual basis. Pursuar
such privacy notices, the Basktustomers may opt out of the sharing of theipuibtic personal information with nonaffiliated ttiparties
The Bank is also required to appropriately safegjitarcustomers’ personal information.

Preemption. On July 21, 2011, the preemption provisionshaf DoddFrank Act became effective, requiring that fedexaling:
associations be subject to the same preemptiomiatds as national banks, with respect to the agipdic of state consumer laws to
interstate activities of federally chartered defmgi institutions. Under the preemption standagdtablished under the Dodérank Act fo
both national banks and federal savings associtgmeemption of a state consumer financial lapeisnissible only if: (1) application of t
state law would have a discriminatory effect orioratl banks or federal thrifts as compared to dtateks; (2) the state law is preempted u
a judicial standard that requires a state consuimancial law to prevent or significantly interfevdth the exercise of the national basldi
federal thrift's powers before it can be preempted, with suchngpéen determination being made by the OCC (by la@gn or order) or by
court, in either case on a “cat®-case”basis; or (3) the state law is preempted by angihevision of federal law other than Title X of

Dodd-Frank Act. Additionally, the DodHrank Act specifies that such preemption standardg apply to national banks and federal th
themselves, and not their ndepository institution subsidiaries or affiliateSpecifically, operating subsidiaries of nationahks and feder
thrifts that are not themselves chartered as @amaitibank or federal thrift may no longer benefiinfi federal preemption of state consu
financial laws, which shall apply to such subsiiar(or affiliates) to the same extent that thegiypo any person, corporation or entity suk
to such state laws. The Bank has no operating dialogis at present.
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Prohibition on Unfair, Deceptive and Abusive ActalaPractices. July 21, 2011 was the designated transfer dadgieruthe Dodd-

Frank Act for the formal transfer of rulemaking &tions under the federal consumer financial lawsnfreach of the various federal banl
agencies to a new governmental entity, the Bureduch is charged with the mission of protecting fumer interests. The Bureat
responsible for administering and carrying out phueposes and objectives of the federal consumanéial laws and to prevent evasi
thereof, with respect to all financial institutiottsat offer financial products and services to consrs. The Bureau is also authorize
prescribe rules applicable to any covered persoseorice provider identifying and prohibiting acts practices that are unfair, deceptiv
abusive in connection with any transaction withbasumer for a consumer financial product or servicghe offering of a consumer finant
product or service. With its broad rulemaking amorcement powers, the Bureau has the potentiedgbape the consumer financial |
through rulemaking, which may directly impact thesimess operations of financial institutions offgrconsumer financial products or serv
including the Bank and its MPS division.

Other Regulation The Bank is also subject to a variety of otlegutations with respect to its business operatioclsiding, but nc
limited to, the Truth in Lending Act, the Truth Bavings Act, the Equal Credit Opportunity Act, tBlectronic Funds Transfer Act, the F
Housing Act, the Home Mortgage Disclosure Act, Brar Debt Collection Practices Act, and the Faieditr Reporting Act. As discuss
below, any change in the regulations affectingBhak’s operations is not predictable and couldciffiee Bank’s operations and profitability.

Proposed Prepaid Payments RegulatiorOn November 13, 2014, the CFPB released a pedpoge that would supplement
existing regulatory framework pursuant to whichpaie products (both cards and other delivery methattluding codes) are offered
serviced. The proposal would bring prepaid prosidialy within Regulation E, which implements thedeéral Electronic Funds Transfer /
and, for prepaid products that have a “credit” conmgnt, within Regulation Z, which implements thddral Truth in Lending Act.

The proposed rule is in excess of 870 pages amddes a lengthy discussion on timaterials and comments studied and focus g
used in connection with the proposal's release. p@ticular note, the proposal would: (a) creatdeéinition for a “prepaid accounth
Regulation E that focuses on attributes relatingpdav prepaid accounts are issued and used, insteadw and where such accounts
obtained by consumers, and includes prepaid acedhbat are nomeloadable; (b) require that an issuer make cedaiclosures available tc
consumer before such consumer agrees to acquiepaig account (providing both a short and longnfalisclosure which, if used, provide
“safe harbor” to the issuer); (c) extend Regulati®s periodic statement requirement that currentlylieppo payroll cards and Fede
government benefit accounts to prepaid accountspagh alternatives to paper statements are comddeapin the proposal; (d) exte
Regulation ES limited liability and error resolution provisions certain prepaid accounts that have been registée) ensure that prep
product users obtain the protections in the conguulsise provisions of Regulation E if such accocmitains a credit feature; (f) exte
Regulation Z5 credit card rules and disclosure requirementprépaid accounts that provide overdraft servicéso(&nown as overdre
protection) and other credit features; (g) reqthesissuer to obtain a consungeconsent before adding overdraft services andtdestures t
a prepaid account; and (h) require that a consuvitara credit component to their prepaid accounenee a periodic statement not more 1
once per month and then have at least 21 dayg#y the debt the consumer incurred in connectidh wsing the credit component of tt
account. In addition, the proposed rule includegguirement that account issuers provide to th®EEhe terms and conditions usel
connection with their offering of prepaid produersd would require such issuers to post their teants conditions on their own websites
make them available to consumers upon request.
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As of the date of this filing, we do not know whtre CFPB will issue a final rule or whether it wile adopted in a form that
substantially similar to that proposed (comments duwe 90 days after publication in the Federal ®egi The Company and the Bank
analyzing the proposal. See “Risk Factors — ThEE§ Proposed Rule Related to Prepaid Accounts Affiict the Banks Offering of Prepa
Cards” for more information.

Bank Supervision & Regulatior

The Bank is a federally chartered thrift institutithat is subject to broad federal regulation amdrsight extending to all of
operations by its primary federal regulator, the@@nd by its deposit insurer, the FDIC. Such lagan covers all aspects of the banl
business, including lending practices, safeguardiegosits, capital structure, transactions witliliatés and conduct and qualifications
personnel. The Bank is also a member of the FH{E8e8n and is subject to certain limited regulatigrthe Federal Reserve.

Regulatory authorities have been granted extemisgretion 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 centiar
undertaken due to violations of laws or regulationsonduct of operations in an unsafe or unsouadrer.

Any change in the nature of such regulation andsigkt, whether by the OCC, the FDIC, the FederddRve, or legislatively |
Congress, could have a material impact on the Cagnpathe Bank and their respective operationse discussion herein of the regulatory
supervisory structure within which the Bank opesagegeneral and does not purport to be exhaustigecomplete description of the laws
regulations involved in the Bank’s operations. Tiseussion is qualified in its entirety by thewsdtlaws and regulations.

Federal Regulation of the BankAs the primary federal regulator for federal ingg associations, the OCC has extensive autl
over the operations of federal savings associatismsh as the Bank. This regulation and supenvis&tablishes a comprehensive frame\
for activities in which a federal savings assooiatcan engage and is intended primarily for thegutoon of the Deposit Insurance Fi
(“DIF") and depositors. The regulatory structure alsoggitie regulatory authorities extensive discretiowannection with their supervisc
and enforcement activities and examination poljciesluding policies with respect to the classifioa of assets and the establishmer
adequate loan loss reserves for regulatory purposes

In connection with its assumption of responsibilftr the ongoing examination, supervision, and l&tipn of federal saving
associations, the OCC published a final rule ory 21, 2011 that republishes those OTS regulatitvas the OCC has the authority
promulgate and enforce as of the July 21, 2011sfeardate, with nomenclature and other technicaratments to reflect OCC supervisiol
federal savings associations. In addition, on May2012 and November 20, 2013, the OCC rescinddiienal OTS documents that forme
applied to federal savings and loan associatioms,applied new policy guidance where policy guidadi not already exist. Proposed r
integrating certain licensing and business opanatisere announced by the OCC in June 2014, althaugtal rule has not been publishet
of the date of this filing. Additional proposedes by the OCC related to the streamlining of tieatinent by federal savings associations
national banks have also been issued. Once fethlithe OCG regulations and guidance supersede that of OtdSaemindicative of tt
OCC's goal of one integrated policy platform fotioaal banks and savings associations.
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It is possible that additional OCC rulemaking cordduire significant revisions to the regulatiomsler which the Bank operates an
supervised, including those proposed in June 2@ change in such laws and regulations or ingggtions thereof, whether by the OCC,
FDIC or through legislation, could have a matesidyerse impact on the Bank and its operations arti@Company and its stockholders.

Business Activitie:

The activities of federal savings associations gaperally governed by federal laws and regulatiohbese laws and regulatic
delineate the nature and extent of the activitiestich federal savings associations may engageaiticular, many types of lending authc
for federal savings associations are limited tpec#ied percentage of the institution’s capitabesets.

Loan and Investment Powel

The Bank derives its lending and investment powes the Home Owners’ Loan Act (“HOLA”) and the OGCimplementin
regulations thereunder. Under these laws and atigaok, the Bank may invest in mortgage loans setby residential and commercial |
estate, commercial and consumer loans, certainstyfedebt securities and certain other assets. Hémgk may also establish sen
corporations that are permitted to engage in dis/not otherwise permissible for the Bank, inaligdcertain real estate equity investments
securities and insurance brokerage activities. s&hevestment powers are subject to various liroitat including (i) a prohibition against -
acquisition of any corporate debt security unlgsr to acquisition, the savings association hagmhnined that the issuer has adec
capacity to meet all financial commitments undex slecurity for the projected life of the securidydetermination that is also required tc
made periodically thereafter); (ii) a limit of 40086 an association’s capital on the aggregate amoliloans secured by naesidential re:
estate property; (iii) a limit of 20% of an assditia’s assets on the aggregate amount of commercigdgnlltural loans and leases with
amount of commercial loans in excess of 10% oftadsging limited to small business loans; (iv)naitiof 35% of an associatiomassets on t
aggregate amount of secured consumer loans andsaicms of certain debt securities, with amoumtexcess of 30% of assets being limite

loans made directly to the original obligor and véheo third- party finder or referral fees weredydiv) a limit of 5% of assets on non-
conforming loans (loans in excess of the spedcifigtations of the HOLA); and (vi) a limit of the gater of 5% of assets or an association

capital on certain construction loans made forgheose of financing what is or is expected to bezaesidential property. In addition,
HOLA and the OCC regulations provide that a fedeealings association may invest up to 10% of ise@@sin tangible personal property
leasing purposes.

The Banks general permissible lending limit to one borrovgeequal to the greater of $500,000 or 15% of aiimed capital ar
surplus (except for loans fully secured by certa@dily marketable collateral, in which case thstlis increased to 25% of unimpaired cay
and surplus). At September 30, 2014, the Baudnding limit under these restrictions was $2#ilion. The Bank is in compliance with tl
lending limit.
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Federal Deposit Insurance and Other Regulatory Régunents

Insurance of Accounts and Regulation by the FDIThe Bank is a member of the DIF, which is adstared by the FDIC. Depos
are insured up to applicable limits by the FDIC andh insurance is backed by the full faith andli¢ref the United States Government. W
not our primary federal regulator, the FDIC as irespuimposes deposit insurance premiums and isdraéd to conduct examinations of an
require reporting by FDIC-insured institutions. aliso may prohibit any FDI@sured institution from engaging in any activityet FDIC
determines by regulation or order to pose a senisksto the DIF. The FDIC also has authority mitiate enforcement actions against
FDIC-insured institution after giving its primary federagulator the opportunity to take such actiord armay terminate the deposit insuranc
it determines that the institution has engagechsate or unsound practices or is in an unsafe sowrd condition.

The FDIC imposes an assessment against all depposistitutions for deposit insurance. PursuartheoDoddFrank Act, with respe
to deposit insurance premiums, the assessmentchksgation is average consolidated total assetsdgerage tangible equity (defined as T
capital). As a small institution (one with lessuth$10 billion in assets), the Bank is assignezhi of four risk categories based upon its ce
level and its composite CAMELS ratings. Each bankssigned one of three capital evaluations basedata reported in that institutian’
CALL Report: wellcapitalized, adequately capitalized or undercapéadl These ratios relate specifically to theostiised by the fede
banking agencies for purposes of prompt corredistion (“PCA”). In November 2014, the FDIC announced new rulespfoposes of tt
calculation of deposit insurance premium assessmengo into effect on January 1, 2015, in an giteto align the new PCA standa
effective as of the same date with the agendgposit insurance calculation matrix. Specificals of the effective date, an institution wid
(i) well capitalized if it satisfies each of thelltwing standards: total risk-based capital rafi®,0 percent or greater; tier 1 risksed capit.
ratio, 8.0 percent or greater (as opposed to theermu6.0 percent or greater); leverage ratio,gefzent or greater and common equity ti
capital ratio, 6.5 percent or greater; and (ii)qadgely capitalized if it is not well capitalizeditbsatisfies each of the following capital ri
standards: total risk-based capital ratio, 8.0 gy&tror greater; tier 1 riskased capital ratio, 6.0 percent or greater (assggpto the current ¢
percent or greater); leverage ratio, 4.0 percergreater; and common equity tier 1 capital rati®, gercent or greater. The definition of
undercapitalized institution remains the same aftgtuary 1, 2015: an institution will be undercalpied if it does not qualify as either w
capitalized or adequately capitalized. At Septende 2014, the Bank'risk category assignment required a payment @f5sper $100 of i
total assessment base of approximately $1.8 billibhe FDIC5 board has the flexibility to adopt actual ratest @are higher or lower than
total base assessment rates adopted without restibeomment if certain restrictions are met.

Under the Dodd-rank Act, a permanent increase in deposit ins@raves authorized to $250,000. The coverage Isnper depositc
per insured depository institution for each accawnership category. The Doditank Act also set a new minimum DIF reserve rati®.35%
of estimated insured deposits. The FDIC is reguioeattain this ratio by September 30, 2020.

Under the Federal Deposit Insurance Act (“FDIABe FDIC may terminate deposit insurance upon @irfgn that the institution h
engaged in unsafe or unsound practices, is in @afenor unsound condition to continue operatiomshas violated any applicable I
regulation, rule, order or condition imposed by E2IC or the OCC. Management of the Bank doesknoiv of any practice, condition
violation that might lead to termination of depdagurance.

A significant increase in DIF insurance premiumaulgohave an adverse effect on the operating expgesnisé results of operations
the Bank.
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DIF-insured institutions pay a Financing Corponat{tFICQ”) assessment in order to fund the interest on basi®d to resolve thr
failures in the 1980s. At September 30, 2014 R0 assessment was equal to 0.62 basis pointafdr $100 of its total assessment ba
approximately $1.8 billion. These assessmentsawiitinue until the bonds mature in 2019.

Interest Rate Risk ManagemeniThe OCC requires federal savings banks, likeBhek, to have an effective and sound interes
risk management program, including appropriate mm@ssent and reporting, robust and meaningful sttesting, assumption developm
reflecting the institutiors experience, and comprehensive model valuatioterdst rate risk exposure is supposed to be mdnagia(
processes and systems commensurate with theingarand capital levels; complexity; business modsk; profile; and scope of operatiol
As of March 31, 2012, federal savings banks areiredq to have an independent interest rate riskag@ament process in place that meas
both earnings and capital at risk.

Stress Testing Although the Dodd~rank Act requires institutions with more than $diion in assets to conduct required st
testing, the OCC expects every bank, regardless sfze or risk profile, to have an effective im&l process to (1) assess its capital adec
in relation to its overall risks at least annualind (2) to plan for maintaining appropriate cdpésels. It is the OCG belief that stress testi
permits community banks to identify their key vutagilities to market forces and assess how to &ffely manage those risks should t
emerge. If stress testing results indicate thpitalratios could fall below the level needed tiequately support the baskoverall risk profile
the OCC believes the barkboard and management should take appropriats sbeprotect the bank from such an occurrenceudtict
establishing a plan that requires closer monitoohgnarket information, adjusting strategic anditdmplans to mitigate risk, changing r
appetite and risk tolerance levels, limiting orpgimg loan growth or adjusting the portfolio mixijasting underwriting standards, raising n
capital, and selling or hedging loans to reduceptitential impact from such stress events.

Assessments The DoddFrank Act transferred authority to collect assesgméor federal savings associations from the OF ¢
OCC. This authority was effective as of the transfate, July 21, 2011. The DoBdank Act also provides that, in establishing theant o
an assessment, the Comptroller of the Currencyaunagider the nature and scope of the activitigh®fntity, the amount and type of asst
holds, the financial and managerial condition @& #ntity, and any other factor that is appropriat®eginning with assessments charge
September 2012, all national banks and federahgavdssociations are assessed using the OCC'smesdsstructure. The Barskassessme
(standard assessment) at September 30, 2014 w&s4829 As of September 30, 2013, the Bank wasongdr subject to a supervis
surcharge by the OCC.

Regulatory Capital Requirements Currently, federally insured financial institotis, such as the Bank, are required to maint
minimum level of regulatory capital. These capijuirements mandate that an institution mairaieast the following ratios: (1) a core
Tier 1) capital to adjusted total assets ratio%f @hich can be reduced to 3% for highly ratediintbns); (2) a Tier 1 capital to riskeightet
assets ratio of 4%; and (3) a risk-based capitaistoweighted assets ratio of 8%. Core (Tier 4pital is defined as common stockholders
equity (including retained earnings), certain nanalative perpetual preferred stock and relatedlsarpnd minority investments in eqt
accounts of consolidated subsidiaries, less intd@giother than certain mortgage servicing right$ @edit card relationships. Supplemer
capital is currently defined to include cumulatipeeferred stock, lon¢erm perpetual preferred stock, mandatory conJertiecurities
subordinated debt and intermediate preferred stiiekallowance for loan and lease losses limited tnaximum of 1.25% of riskreightec
assets and up to 45% of unrealized gains on alaifabsale equity securities with readily determinableg faarket values. Overall, t
amount of supplementary capital included as patotad capital cannot exceed 100% of core capital.
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Generally, in meeting the tangible, leverage asl-tased capital standards, federal savings assowatmist deduct investments
and loans to subsidiaries engaged in activitiggiasipal that are not permissible for a nationahk. If a subsidiarg activities are permitted
a national bank, the subsidiary’s assets are giyneomsolidated with those of the parent’s onredfor-line basis.

Capital requirements in excess of the standard®gbtabove may be imposed on individual instidns on a case-byase basis upor
determination that the associatisrtapital level is or may become inadequate irt laftthe particular circumstances. The OCC andRb&C
are generally permitted to take enforcement adigainst a savings bank that fails to meet its ahpiiquirements. Such action may incl
restrictions on operations and banking activitibs, imposition of a capital directive, a cease-édaslist order, civil money penalties, or r
stringent measures such as the appointment ofseocaator or receiver or a forced merger with anoithatitution.

As of September 30, 2014, the Bank exceeded @ oégulatory capital requirements with core, fhtegand riskbased capital ratir
of 8.60%, 8.60% and 21.59% respectively, and wasgdated as “well-capitalized” under federal guites. See Note 14 to th&btes t
Consolidated Financial Statements,” which is inelidh Part Il, Item 8 “Financial Statements and [Bementary Databdf this Annual Repo
on Form 10-K.

Basel Ill Capital Rules

In July 2013, our primary federal regulator, thel€ml Reserve, and the Baslprimary federal regulator, the OCC, approved|
rules (the “Basel Il Capital Rules8stablishing a new comprehensive capital framevimrk).S. banking organizations. The Basel Il Cal
Rules generally implement the Basel Committee onkBey Supervision’s (the “Basel CommitteéDecember 2010 final capital framew
referred to as “Basel IlI” for strengthening intational capital standards. The Basel Ill CapitaleR substantially revise the riblased capit.
requirements applicable to bank holding companiestheir depository institution subsidiaries, irihg us and the Bank, as compared tc
current U.S. general riskased capital rules. The Basel Il Capital Rulegsethe definitions and the components of reguatapital, as we
as address other issues affecting the numeratmairiking institutionstregulatory capital ratios. The Basel Ill Capitall&s also address as
risk weights and other matters affecting the demaoir in banking institutions’ regulatory capitatios and replace the existing general ris|
weighting approach, which was derived from the B&m®snmittee’s 1988 “Basel I” capital accords, withmore risksensitive approach bas
in part, on the “standardized approach” in the B&mmmittee’s 2004 “Basel Il'tapital accords. In addition, the Basel Il Capitailes
implement certain provisions of the Do#fdank Act, including the requirements of Sectio®A3o remove references to credit ratings frorn
federal agencies’ rules. The Basel Il Capital Rudee effective for us and the Bank on January)152subject to phada-periods for certa
of their components and other provisions.

Among other matters, the Basel Il Capital Rulésintroduce a new capital measure called “Commaquify Tier 1" (“CET1") anc
related regulatory capital ratio of CET1 to riskiglged assets; (ii) specify that Tier 1 capital sists of CET1 and “Additional Tier 1 capital”
instruments meeting certain revised requiremeitity;nfandate that most deductions/adjustments tulegory capital measures be mad
CET1 and not to the other components of capitad; @r) expand the scope of the deductions from agjdstments to capital as compare
existing regulations. Under the Basel Ill CapRalles, for most banking organizations, the mostroom form of Additional Tier 1 capital
non-cumulative perpetual preferred stock and the mostnocon form of Tier 2 capital is subordinated naied a portion of the allocation
loan and lease losses, in each case, subject Bated Il Capital Rules’ specific requirements.
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Pursuant to the Basel Ill Capital Rules, the mimimeapital ratios as of January 1, 2015 will bedieWs:
o 4.5% CETL1 to risk-weighted assets;
o 6.0% Tier 1 capital (that is, CET1 plus Additioffaér 1 capital) to risk-weighted assets;
« 8.0% Total capital (that is, Tier 1 capital plug2 capital) to risk-weighted assets; and

« 4% Tier 1 capital to average consolidated assete@@rted on consolidated financial statements Wknas the feverag
ratic”).

The Basel Il Capital Rules also introduce a neapital conservation buffertomposed entirely of CET1, on top of these minir
risk-weighted asset ratios. The capital conservatiofebig designed to absorb losses during periodscohomic stress. Banking institutic
with a ratio of CET1 to riskveighted assets above the minimum but below théatagpnservation buffer will face constraints oridends
equity repurchases and compensation based on thenaiwf the shortfall. Thus, when fully phasadsn January 1, 2019, the Bank and we
be required to maintain such additional capitalseswation buffer of 2.5% of CET1, effectively reud in minimum ratios of (i) CET1 to risk-
weighted assets of at least 7%, (ii) Tier 1 capdaisk-weighted assets of at least 8.5%, anfToital capital to riskweighted assets of at le
10.5%.

The Basel IIl Capital Rules provide for a numberdefductions from and adjustments to CET1. Theskidie, for example, tl
requirement that deferred tax assets arising frempbrary differences that could not be realizeduph net operating loss carrybacks
significant investments in noeensolidated financial entities be deducted fronTCEo the extent that any one such category exckée¥s o
CET1 or all such items, in the aggregate, exce€d &6 CET1. See Note 14 to the “Notes to Consoéidatinancial Statementsyhich is
included in Part Il, Item 8 “Financial Statementsl &Supplementary Data” of this Annual Report onnfrd0-K.

In addition, under the current general risk-bassuital rules, the effects of accumulated other amin@nsive income or loss (“AOQI”

items included in shareholders’ equity (for examphark-tomarket of securities held in the available for gadetfolio) under U.S. GAAP a
reversed for the purposes of determining regulatapital ratios. Pursuant to the Basel Ill CapRales, the effects of certain AOCI items
not excluded; however, “non-advanced approachekitgorganizations”, including us and the Bank, magke a onéime permanent electi
to continue to exclude these items. This electiarst be made concurrently with the first filing @drtain of our and the Bard’periodis
regulatory reports in the beginning of 2015. Wd #re Bank expect to make this election in ordeavtoid significant variations in the level
capital depending upon the impact of interest flaketuations on the fair value of their securit@artfolio. The Basel Il Capital Rules a
preclude certain hybrid securities, such as trusfiepred securities issued prior to May 19, 20t@mfinclusion in our Tier 1 capital, subjec
grandfathering in the case of companies, such abaishad less than $15 billion in total consdidbassets as of December 31, 2009.

Implementation of the deductions and other adjustm&® CET1 will begin on January 1, 2015 and Ww#l phased-in over aykeal
period (beginning at 40% on January 1, 2015 anddalitional 20% per year thereafter). The implemigoreof the capital conservation bui
will begin on January 1, 2016 at the 0.625% level acrease by 0.625% on each subsequent Januanyillit reaches 2.5% on Januan
2019.
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With respect to the Bank, the Basel Ill Capital €utevise the “prompt corrective action” (“PCA®8gulations adopted pursuan
Section 38 of the Federal Deposit Insurance Act, (Byintroducing a CET1 ratio requirement at ed®BA category (other than critica
undercapitalized), with the required CET1 rationlgei6.5% for welleapitalized status; (ii) increasing the minimum rTie capital rati
requirement for each category, with the minimunr Tiecapital ratio for welkapitalized status being 8% (as compared to theieu6%); an
(iii) eliminating the current provision that proes that a bank with a composite supervisory radingmay have a 3% leverage ratio and sti
adequately capitalized. The Basel Ill Capital Rude not change the total risk-based capital requéint for any PCA category.

The Basel Il Capital Rules prescribe a new statidad approach for risk weightings that expandribleweighting categories fro
the current four Basel I-derived categories (0986280% and 100%) to a larger and more gsksitive number of categories, depending o
nature of the assets, generally ranging from 0%Jf&. government and agency securities, to 600%edtain equity exposures, and resultin
higher risk weights for a variety of asset classes.

Should we or the Bank not meet the requirementthefBasel 1l Capital Rules, we and the Bank wobéd subject to adver
regulatory action by our regulators, which actionld result in material adverse consequences fahesBank, and our shareholders.

Based on anticipated growth and the maintenanae sifong asset portfolio, we believe that the Bailkbe able to meet the P(C
capital ratios upon implementation of the reviseguirements, as finalized.

Prompt Corrective Action Federal banking regulators are authorized andeucertain circumstances, required to take cesetion:
against banks that fail to meet their capital regmients. Effective December 19, 1992, the fedeaaking agencies were given additic
enforcement authority with respect to undercagiéali depository institutions. Under the currentutations, which will change, becomi
stricter on January 1, 2015 as described abovsaitution is deemed to be (a) “well capitalizefiit has total riskbased capital of 10.0%
more, has a Tier 1 risliased capital ratio of 6.0% or more, has a Tieveidage capital ratio of 5.0% or more and is nbfesti to any order 1
final capital directive to meet and maintain a $fi@capital level for any capital measure; (b) gaglately capitalized” if it has a total rislase:
capital ratio of 8.0% or more, a Tier 1 ribksed capital ratio of 4.0% or more and a Tiewngrdage capital ratio of 4.0% or more (3.0% ui
certain circumstances) and does not meet the tefinf well-capitalized; (c) “undercapitalized”iif has a total riskeased capital ratio that
less than 8.0%, a tier 1 rislased capital ratio that is less than 4.0% or a Tieverage capital ratio that is less than 4.8%% under certa
circumstances); (d) “significantly undercapitalizéfdt has a total risk-based capital ratio thatéss than 6.0%, a Tier 1 riblesed capital rat
that is less than 3.0% or a Tier 1 leverage capittid that is less than 3.0%; and (e) “criticaliydercapitalizedif it has a ratio of tangib
equity to total assets that is equal to or les®: tA®%. In certain situations, a federal bankiggrey may reclassify a wethpitalize
institution as adequately capitalized and may megan adequately capitalized or undercapitalizetitirion to comply with supervisory actic
as if the institution were in the next lower catggo

The federal banking agencies are generally requivethke action to restrict the activities of amdercapitalized,” Significantly
undercapitalized” or “critically undercapitalizetfank. Any such bank must submit a capital restumglan that is guaranteed by the pa
holding company. Until such plan is approved, &ynmot increase its assets, acquire another itistittestablish a branch or engage in any
activities, and generally may not make capitalritistions. The banking regulators are authorizeéhtpose additional restrictions, discus
below, that are applicable to significantly undgitalized institutions.
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Adequately capitalized banks cannot normally pasdéinds or make any capital contributions that widelave it undercapitalize
they cannot pay a management fee to a controliengam if, after paying the fee, it would be undpitzdized; and they cannot accept, rene
roll over any brokered deposit unless the bankapgdied for and been granted a waiver by the FDI@e FDIC has defined the “national rate’
for all interest-bearing deposits held by less-theti capitalized institutions asa“simple average of rates paid by all insured depy
institutions and branches for which data are allélaand has stated that its presumption is that thiemel rate is the prevailing rate in ¢
market. As such, less-thavell capitalized institutions generally may not gy interest rate in excess of the national raie pb basis poin
on brokered deposits.

Undercapitalized banks may not accept, renew ¢owet brokered deposits, and are subject to réistnie on the soliciting of depos
over prevailing rates. In addition, undercapitdibanks are subject to certain regulatory regirist These restrictions include, among ot
that such a bank generally may not make any cagisafibutions, must submit an acceptable capgataration plan to the FDIC, may
increase its average total assets during a calendater in excess of its average total assetigluhie preceding calendar quarter unles:
increase in total assets is consistent with a @apéstoration plan approved by the FDIC and thekisaratio of equity to total assets incre:
during the calendar quarter at a rate sufficiergniable the bank to become adequately capitaliziinvwa reasonable time. In addition, s
banks may not acquire a business, establish oiiracgioranch office or engage in a new line of beiss without regulatory approval. Furt
as part of a capital restoration plan, the baridlding company must generally guarantee thab#rk will return to adequately capitali:
status and provide appropriate assurances of peafure of that guarantee. If a capital restorgbiam is not approved, or if the bank fails
implement the plan in any material respect, thekb&ould be treated as if it were “significantly wrdapitalized,"which would result in tF
imposition of a number of additional requirementsl aestrictions. It should also be noted all FiS€ured institutions are assigned
assessment risk. In general, weaker banks (thabeanhigher assessment risk) are subject to higheessments than stronger banks
adverse change in category can lead to materiglyelh expenses for insured institutions. Finablgnk regulatory agencies have the abilil
seek to impose higher than normal capital requirgsn&nown as individual minimum capital requirense(fiMCR") for institutions wit
higher risk profiles. If the Bank’s capital statusvell-capitalized -€hanges as a result of future operations or regylarder, or if it becom
subject to an IMCR, the Company’s financial coruditior results of operations could be adverselyctéfk See “—Bank Consent Ord
Terminated.”

Any institution that fails to comply with its capltplan or is “significantly undercapitalized’i.€. , Tier 1 riskbased or core capi
ratios of less than 3% or a ritlased capital ratio of less than 6%) must be mabgst to one or more of additional specified atdi@n:
operating restrictions mandated by the Federal Biegosurance Corporation Improvement Act of 199BD|CIA”). These actions al
restrictions include requiring the issuance of iddal voting securities; limitations on asset gtiowmandated asset reduction; change
senior management; divestiture, merger or acqoisitf the association; restrictions on executivegensation; and any other action the (
deems appropriate. An institution that becomedgti¢etly undercapitalized’is subject to further mandatory restrictions onatdivities ir
addition to those applicable to significantly ureipitalized associations. In addition, the apgeterbanking regulator must appoint a rece
(or conservator with the FDI€' concurrence) for an institution, with certain itexl exceptions, within 90 days after it becometicaily
undercapitalized. Any undercapitalized institutieralso subject to other possible enforcemenbastiincluding the appointment of a rece
or conservator. The appropriate regulator is aisperally authorized to reclassify an institutionoi a lower capital category and imp
restrictions applicable to such category if theiingon is engaged in unsafe or unsound practicés in an unsafe or unsound condition.
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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 rwve preemptive rights and, therefore, if Meta Raial is directed by its regulators to is
additional shares of Common Stock, such issuangeresalt in the dilution in stockholders’ percergazf ownership of Meta Financial.

Institutions in Troubled Condition Certain events, including entering into a formaitten agreement with a barskregulator th:
requires action to improve the basKinancial condition, or simply being informed the regulator that the bank is in troubled conditiwill
automatically result in limitations on so-calledbtden parachutedgreements pursuant to Section 18(K) of the FORaddition, organizatior
that are in troubled condition must give 30 daystten notice before appointing a Director or Seritxecutive Officer, pursuant to Sectior
of the FDIA. The Company remains subject to thesgirements.

Branching by Federal Savings AssociatiansSubject to certain limitations, the HOLA and t®€C regulations permit federe
chartered savings associations to establish brarioheny state of the United States. The autheoitystablish such branches is available i
law of the state in which the branch is locatedisaio be located, would permit establishment &f bhanch if the savings association we
state savings association chartered by such stataéh® association qualifies as a “domestic baiidand loan associationinder the Intern
Revenue Code of 1986, as amended, which imposdificataon requirements similar to those for a “djtiad thrift lender” under the HOLA
See “—Quialified Thrift Lender Test The branching authority under the HOLA and the Q€@ulations preempts any state law purportir
regulate branching by federal savings associations.

Standards for Safety and SoundnesEhe federal banking agencies have adoptedntieeagency Guidelines Establishing Standi
for Safety and Soundne. The guidelines establish certain safety and doess standards for all depository institutiontie Dperational ar
managerial standards in the guidelines relateeddhowing: (1) internal controls and informatisgstems; (2) internal audit systems; (3)
documentation; (4) credit underwriting; (5) intereste exposure; (6) asset growth; (7) compensati@s and benefits; (8) asset quality; an
earnings. Again, rather than providing specifiesyu the guidelines set forth basic compliance icenations and guidance with respect
depository institution. Failure to meet the staddan the guidelines, however, could result irequest by the OCC to the Bank to provi
written compliance plan to demonstrate its efftatsome into compliance with such guidelines.

Limitations on Dividends and Other Capital Distrilmns. Federal regulations govern the permissibilitycapital distributions by
federal savings association. Pursuant to the Dvddk Act, savings associations that are parts#vdngs and loan holding company struc
must now file a notice of a declaration of a dividewith the Federal Reserve. In the case of casbehds, OCC regulations require 1
federal savings associations that are subsidiafiasstock savings and loan holding company miesifi informational copy of that notice w
the OCC at the same time the notice is filed with Federal Reserve. OCC regulations further stt tbe circumstances under which a fec
savings association is required to submit an agiptin or notice before it may make a capital disttion.

A federal savings association proposing to makeagital distribution is required to submit an apation to the OCC if: tf
association does not qualify for expedited treatnpemsuant to criteria set forth in OCC regulatiothe total amount of all of the associati®on’
capital distributions (including the proposed calpdistribution) for the applicable calendar yeaceeds the associatienhet income for th
year to date plus the associa’s retained net income for the preceding two yehesassociation would not be at least adequateditadizec
following the distribution; or the proposed capithstribution would violate a prohibition contain@d any applicable statute, regulation
agreement between the association and the OC@& @&@dmpany’s and Bank’former regulator, the OTS, or violate a condifimposed on tt
association in an application or notice approvedhegyOCC or the OTS.
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A federal savings association proposing to makapétal distribution is required to submit a priatice to the OCC if: the associat
would not be welkapitalized following the distribution; the propdseapital distribution would reduce the amount ofetire any part of tt
associatiors common or preferred stock or retire any part ebtdinstruments such as notes or subordinate defesnincluded in tt
associatiors capital (other than regular payments requireceuraddebt instrument); or the association is aididry of a savings and lo
holding company; however, where a savings assooiaubsidiary of a stock savings and loan holdioggany is proposing to pay a c
dividend only an informational filing is required.

Each of the Federal Reserve and OCC have primamgwang responsibility for the applications or reas required to be submittec
them by savings associations relating to a propdss#dbution. The Federal Reserve may disappafe notice, and the OCC may disappl
of a notice or deny an application, if:

« the savings association would be undercapitalizggnificantly undercapitalized or critically undepitalized following th
distribution;

« the proposed distribution raises safety and sowssloencerns; or

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

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

During the fiscal year ended September 30, 204B#nk paid no cash dividends to the Company, @aCthmpany utilized existil
cash holdings for payment of dividends to the Comyfmstockholders and other holding company expenkdeshould also be noted that
OCC proposed new capital distribution rules in JA@&4 which have not been finalized as of the déthis filing. If adopted as proposec
federal savings association must meet the OCCligitleh of an “eligible savings associatiofdr expedited review of such an applicatiol
notice, among other requirements. The CompangWedithe Bank would meet the proposed definitictelidible savings association.”

Qualified Thrift Lender Test All savings associations, including the Banle squired to meet a qualified thrift lender (“Q7Lt&st tc
avoid certain restrictions on their operations.isTiest requires a savings association to haveaat 65% of its portfolio assets (as define
regulation) in qualified thrift investments (prinfgresidential mortgages and related investmentsduding certain mortgagkacked securitie
on a monthly average for nine out of every 12 msrth a rolling basis or meet the requirements fdomestic building and loan associa
under the Internal Revenue Code. Under eitherttestrequired assets primarily consist of resi@éhbusing related to loans and investme
At September 30, 2014, the Bank met the test amdyal has since its inception.
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Any savings association that fails to meet the @d4t must convert to a national bank charter, gnitegualifies as a QTL within o
year and thereafter remains a QTL, or limits ite/ m@vestments and activities to those permissibiebbth a savings association and a nat
bank. In addition, the association is subjectatiamal bank limits for payment of dividends andrdwhing authority. If such association has
requalified or converted to a national bank withlimee years after the failure, it must divest alleistments and cease all activities
permissible for a national bank. The Bank curgenteets its QTL requirement and expects to do sthioforeseeable future.

Community Reinvestment ActUnder the Community Reinvestment Act (the “CRANe Bank is evaluated periodically by its prin
federal banking regulator to determine if it is ireg its continuing and affirmative obligation cistent with its safe and sound operatio
help meet the credit needs of its entire commuiitgiuding low and moderate income neighborhoo@lee Bank received a “Satisfactory”
rating during its most recent Performance Evaluedis an Intermediate Small Bank, dated OctobeP@®83. Due to its asset size, the Bank
be evaluated in the future as a Large Bank in &IE€RRA performance evaluations. A copy of the Bamkbst recent Performance Evaluatic
available as part of its Public File.

Recent Volcker Rule AdoptionOn December 10, 2013, five financial regulataggracies, including our primary federal regulatdme
Federal Reserve and the OCC, adopted final rulgdemmenting the soalled Volcker Rule embodied in Section 13 of thenkB Holding
Company Act, which was added by Section 619 ofbdd+rank Act. The final rules complete the procesgubein October of 2011 wh
the agencies introduced proposed implementing fiadlesomment. The final rules prohibit bankingiges from (1) engaging in showérmn
proprietary trading for their own accounts, and lfaying certain ownership interests in and relatigps with hedge funds or private eq
funds (“covered funds”). The final rules are intended to provide greateritylavith respect to both the extent of those priynarohibitions an
of the related exemptions and exclusions. Thd fulas also require each regulated entity to distatan internal compliance program the
consistent with the extent to which it engagesadtiviies covered by the Volcker Rule, which mustlude (for the largest entities) mak
regular reports about those activities to regutatdommunity and small banks, such as MetaBarkatorded some relief under the fi
rules. If such banks are engaged only in exemptegrietary trading, such as trading in U.S. gowsnt, agency, state and munic
obligations, they are exempt entirely from compdiamprogram requirements. Moreover, even if a conitywr small bank engages
proprietary trading or covered fund activities unttes rule, they need only incorporate referenogbé Volcker Rule into their existing polic
and procedures. The final rules are effective IXpr2014, but the conformance period has beemdgtd from its statutory end date of July
2014, until July 21, 2015. Beginning June 30, 20dahking entities with $50 billion or more in trag assets and liabilities were require
report quantitative metrics; on April 30, 2016, kiaug entities with at least $25 billion but lesath$50 billion must report; and on Decen
31, 2016, banking entities with at least $10 hilllout less than $25 billion must report. The Conypdoes not at this time expect the Volc
Rule to have a material impact on its operations.

Interstate Banking and BranchingThe FRB may approve an application of an adedyagpitalized 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 whethetrdresaction is prohibited by the laws of any stdtegeneral, the FRB may not approve
acquisition of a bank that has not been in exigdoc the minimum time period (nhot exceeding fiveays) 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 intdinget banks home state or in any state in which the targek maaintains a branch. lo
has adopted a five year minimum existence requinéme
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The federal banking agencies are also generallyosiged to approve interstate merger transactioitisowt regard to whether st
transaction is prohibited by the law of any stdtgerstate acquisitions of branches or the egthatient of a new branch is permitted only it
law of the state in which the branch is locatedmptr such acquisitions. Interstate mergers anddbraacquisitions are also subject to
nationwide and statewide insured deposit conceotramounts described above. lowa permits interdteanching only by merger.

Transactions with Affiliates The Bank must comply with Sections 23A and 23Bhe Federal Reserve Act relative to transac
with “affiliates,” generally defined to mean any company that controis under common control with the institutiors @ch, Meta Financ
is an affiliate of the Bank for these purposes)anBactions between an institution or its subsiesaand its affiliates are required to be on t
as favorable to the Bank as terms prevailing atithe for transactions with nonaffiliates. In atiloh, certain transactions, such as loans -
affiliate, are restricted to a percentage of tistifations’ capital €.g., the aggregate amount of covered transactionsamgtindividual affiliat
is limited to 10% of the capital and surplus of thgtitution; the aggregate amount of covered @atisns with all affiliates is limited to 20%
the institutions capital and surplus). In addition, a savings lmad holding company may not lend to any affiliateggaged in activities r
permissible for a savings and loan holding compangcquire the securities of most affiliates. T@C has the discretion to treat subsidit
of savings institutions as affiliates on a casechye basis.

On April 1, 2003, the Federal Reserw®egulation W, which comprehensively amends SestRBA and 23B of the Federal Resi
Act, became effective. The Federal Reserve Act Radulation W are applicable to the Bank. The Ra@n unifies and updates si
interpretations issued over the years, incorporsggsral new interpretive proposals (such as tafglahen transactions with an unrelated tl
party will be attributed to an affiliate) and adses new issues arising as a result of the expasudee of norbanking activities engaged in
banks and bank holding companies in recent yeatsaathorized for financial holding companies untler Financial Services Modernizat
Act of 1999.

The Dodd-Frank Act also included specific changethe law related to the definition of “coverednigaction”in Sections 23A ar
23B and limitations on asset purchases from insid®Yith respect to the definition of “covered saantion,” the Dodd-rank Act now define
that term to include the acceptance of debt ohbgatissued by an affiliate as collateral for akbarioan or extension of credit to anof
person or company. In addition, a “derivative sation” with an affiliate is now deemed to be aveered transactiontd the extent that sucl
transaction causes a bank or its subsidiary to hasedit exposure to the affiliate. A separatvizion of the Dodd-rank Act states that
insured depository institution may not “purchaseaaset from, or sell an asset ®"bank insider (or their related interests) unkggsthe
transaction is conducted on market terms betweempdhnties, and (2) if the proposed transactionesgts more than 10 percent of the ce
stock and surplus of the insured institution, & baen approved in advance by a majority of thitii®n’s non-interested directors.

Certain transactions with directors, officers ontrolling persons are also subject to conflictrierest regulations. These conflic
interest regulations and other statutes also impestictions on loans to such persons and th&te® interests. Among other things, ¢
loans must be made on terms substantially the s@n@r loans to unaffiliated individuals and must areate an abnormal risk of repaymet
other unfavorable features for the Bank.

Federal Home Loan Bank SystenThe Bank is a member of the FHLB of Des Moirw® of 12 regional FHLBs that administers
home financing credit function of savings assooizaithat is subject to supervision and regulatipihle Federal Housing Finance Agency.
advances from the FHLB are required to be fullyused by sufficient collateral as determined byRRB. In addition, all longerm advance
must be used for residential home financing.
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As members of the FHLB System, the Bank is requiegurchase and maintain activibgsed capital stock in the FHLB in
amount of 4.00% to support outstanding advancesvartgage loans. At September 30, 2014, the Bawkif the aggregate $21.2 millior
FHLB stock, which was in compliance with this raganent. For the fiscal year ended September 3B4,2flvidends paid by the FHLB to 1
Bank totaled $280,000. On September 25, 2014FtieB of Des Moines and the FHLB of Seattle annountieat they had entered int
definitive agreement to merge the two banks. Tleeger agreement has been unanimously approvedebyottrds of directors of both ban
The closing of the merger is subject to certairsiclg conditions, including approval by the Fedétalising Finance Agency and ratification
the member-owners of the Des Moines and Seattl&Banhis vote is anticipated by the FHLBs involMedccur in the first half of 2015.

Under federal law, the FHLBs are required to previdnds for the resolution of troubled savings aisgimns and to contribute to Ic
and moderately priced housing programs throughctioans or interest subsidies on advances targetesbmmunity investment and lowanc
moderateincome housing projects. These contributions ledfected adversely the level of FHLB dividends padi could continue to do sc
the future. These contributions could also havadirerse effect on the value of FHLB stock in tieife. A reduction in value of the Bask’
FHLB stock may result in a corresponding reductiothe Banks capital. In addition, the federal agency thgttates the FHLBs has requi
each FHLB to register its stock with the SEC, whias increased the costs of each FHLB and may didnez effects that are not possibli
predict at this time.

Federal Securities Law The common stock of Meta Financial is registesétti the SEC under the Exchange Act, as ameniiate
Financial is subject to the information, proxy sitiition, insider trading restrictions and othequieements under the Exchange Act.

Meta Financiak stock held by persons who are affiliates (geheddficers, directors and principal stockholdeo§the Company me
not be resold without registration unless sold éooadance with certain resale restrictions. If &Einancial meets specified current pu
information requirements, each affiliate of the Qamy, subject to certain requirements, will be ablesell, in the public market, withc
registration, a limited number of shares in angéhmonth period.

Bank Consent Order Terminate

On July 21, 2011, pursuant to the Dodd Frank Awt, @ TS was integrated into the OCC and the funstafrthe OTS related to thi
holding companies were transferred to the FedeeakRre. The OCC is responsible for the ongoingnéxation, supervision and regulatior
the Bank. The Dodd Frank Act maintains the existeof the federal savings association charter hadHOLA, the primary statute govern
federal savings banks. The Federal Reserve is negponsible for the ongoing examination, supemisamd regulation of the Compa
including matters with respect to the Consent Omalgaiinst the Company. Prior to passage of the Boddk Act, the OTS had isstL
supervisory directives to the Bank, consent orderthe Bank and the Company, and had taken otlgeda®ry action to require the Bank
reimburse certain consumers in connection witheditprogram that was discontinued. All superwsdirectives have been terminated, an
August 7, 2014 the OCC terminated the BanRonsent Order. The Consent Order against thep&aynis still in effect, although managen
believes its effect on the Compasyfinancial condition and results of operations leen and will continue to be immaterial.
“Management’s Discussion and Analysis of Finan€ahdition and Results of Operations - Liquidity abdpital ResourcesThe Compan
anticipates (but cannot guarantee) that the ordebevterminated in the first calendar quarte2615.
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Holding Company Supervision & Regulatio

We are a unitary savings and loan holding compaitiyimvthe meaning of the HOLA. As such, we areuiggd to register with and
subject to Federal Reserve examination and supanviss well as certain reporting requirements. atidition, the Federal Reserve
enforcement authority over us and any of our sawings institution subsidiaries. Among other gfsinthis authority permits the Fedt
Reserve to restrict or prohibit activities that determined to be a serious risk to the financidéty, soundness or stability of a subsid
savings association.

As noted above, pursuant to the Ddetdnk Act, the Federal Reserve has responsibibityttfe primary supervision and regulatiol
all savings and loan holding companies, includimg €ompany. Given the extensive transfer of for®€8 authority to multiple agencies,
Dodd+rank Act requires the Federal Reserve to ideutify publish in the Federal Register separatedfdtse OTS regulations that the Fed
Reserve will continue to enforce for savings arahlbolding companies after the transfer date.almying out this mandate, and in connec
with its assumption of responsibility for the onggiexamination, supervision, and regulation of sgsiand loan holding companies,
Federal Reserve has published an interim final thde provides for the corresponding transfer fritile OTS to the Federal Reserve of
regulations necessary for the Federal Reserventinigter the statutes governing savings and lodditng companies. In addition, the Fed
Reserve issued on November 7, 2014, a list idengjfyhe supervisory guidance documents issued byidr to July 21, 2011 that are n
applicable to savings and loan holding companieh @16 the Company. The FRB stated that, among tiimgs, this list was part of th
initiative to establish a savings and loan holdioghnpany supervisory program similar in nature $d'livng-established supervisory program
bank holding companies.”

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

« 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 asseiother savings institution or a holding comp#mreof, or acquiring all
substantially all of the assets of such institujona holding company) without prior Federal Rgsexpproval; o

« control of any depository institution not insureg the FDIC (except through a merger with and ifte holding companyg’ saving
institution subsidiary that is approved by the FatlReserve)

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

« inthe case of certain emergency acquisitions agal oy the FDIC;

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

. if the laws of the state in which the savings tositbn to be acquired is located specifically auvidw a savings institution chartered

that state to be acquired by a savings institutbartered by the state where the acquiring savimgt#ution or savings and lo
holding company is located, or by a holding comptma controls such a state chartered associt
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The HOLA also prohibits a savings and loan holdaompany (directly or indirectly, or through one miore subsidiaries) fro
acquiring or retaining, with certain exceptions,rmthan 5% of a nersubsidiary savings association, a rsusidiary holding company, o

non-subsidiary company engaged in activities other tthese permitted by the HOLA. In evaluating apgiiocns by holding companies
acquire savings associations, the Federal Reseuge consider the financial and managerial resoumodsfuture prospects of the company
institution involved, the effect of the acquisition the risk to the DIF, the convenience and neétlse community and competitive factors.

Failure to Meet QTL Test.

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

Activities Restrictions

Prior to the Dodd~=rank Act, savings and loan holding companies wereerally permitted to engage in a wider arrayabivdies thai
those permissible for their bank holding companynterparts and could have concentrations in rdateetending that are not typical for bi
holding companies. Section 606 of the Ddttdnk Act amends the HOLA and requires that coveedhgs and loan holding companies (
those that are not exempt from activities restiitdiunder the HOLA) that intend to engage in aitisithat are permissible only for a finan
holding company under Section 4(k) of the BHCA doosly if the covered company meets all of theecidt to qualify as a financial holdi
company, and complies with all of the requiremeagplicable to a financial holding company as if twvered savings and loan hold
company was a bank holding company. Savings aad lwlding companies engaging in new Section 4¢kiviies permissible for bai
holding companies will need to comply with noticeddiling requirements of the Federal Reserve.

If the Federal Reserve believes that an activitg efvings and loan holding company or a nonbabkidiary constitutes a serious |
to the financial safety, soundness or stabilityac$ubsidiary savings association and is incongistéh 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 suliaig. This obligation is established in Sectiond)(6) of the HOLA and bank holdii
companies are subject to equivalent obligationeutite BHCA and the Federal Reserve’s Regulation Y.

Source of Strength and Capital Requiremen

The DoddFrank Act requires all companies, including saviagsl loan holding companies, that directly or iadily control a
insured depository institution to serve as a sowfcinancial and managerial strength to its sulasidsavings associations; to date, howe
specific regulations implementing this requirembave not been published. Moreover, pursuant toDtbed+rank Act, savings and lo
holding companies are generally subject to the saap#al and activity requirements as those appléicto bank holding companies.

New rules related to holding company consolidategital requirements have been announced by the HRB.a summary of i
applicable changes, see “Risk Factors — Risks &ltat Our Industry and Business.”
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Examination.

The Federal Reserve intends, to the greatest epssible, taking into account any unique charégsttes of savings and loan hold
companies and the requirements of the HOLA, tosssttee condition, performance, and activities efrggs and loan holding companies ¢
consolidated basis in a manner that is consistéht tive Federal Reserve’s established tisked approach regarding bank holding com
supervision. As with bank holding companies, teed¥al Reserve’objective will be to ensure that a savings amdh loolding company and
non-depository subsidiaries are effectively supervisad can serve as a source of strength for, andotidhneaten the soundness of,
subsidiary depository institution(s).

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 Fad®eserve’s established ribksed approach regarding bank holding company gisfmen, the
Federal Reserve announced in 2013 that it williooetto use “RFI/C(D)” rating system (commonly mregel to as “RFI”)to assign indicativ
ratings to such companies. Further, the Feders¢iRe announced that it will soon issue a notiekisg public comment on the applicatior
the RFI rating system for SLHCs. In addition, &tel 2013, the Federal Reserve announced that,restect to savings and loan holc
companies with less than $10 billion in assets(like Company), such compani@sspection frequency and scope requirements wiltha
same as those for bank holding companies of thes sssBset size. The FRB will also determine whethemot a savings and loan hold
company is “complexas determined by certain factors enumerated bydaeral Reserve. According to the Federal Reserite,respect t
institutions with less than $5 billion in assetads as the Company), the determination of whethbkolding company is "complex" vers
"noncomplex” is made at least annually on a casedsg basis taking into account and weighing a numbeonsiderations, such as: the
and structure of the holding company; the extenintércompany transactions between insured depgsitstitution subsidiaries and |
holding company or uninsured subsidiaries of thklihg company; the nature and scale of any nonlbaiivities, including whether tl
activities are subject to review by another regulaind the extent to which the holding companyoisduicting Gramm-LeacBliley authorize:
activities (e.g., insurance, securities, merchamtking); whether risk management processes fohth@ing company are consolidated,;
whether the holding company has material debt antihg to the public. As of the date of this fijjthe FRB has not advised the Comg
that it is complex.

Change of Control.

The federal banking laws require that appropriatgulatory approvals must be obtained before arvida@l or company may ta
actions to “controla bank or savings association. The definition@ftml found in the HOLA is similar to that found the BHCA for ban
holding companies. Both statutes apply a simiaedprong test for determining when a company conteolsank or savings associatic
Specifically, a company has control over eitheaakbor savings association if the company:

(1) directly or indirectly or acting in concert with ®or more persons, owns, controls, or has the ptaveote 25% or more
the voting securities of a compar

(2) controls in any manner the election of a majorityhe directors (or any individual who performs ganfunctions in respe
of any company, including a trustee under a trofthe board; o

) directly or indirectly exercises a controlling infince over the management or policies of the t
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The Federal Reserve adopted an interim final g tamong other things, implements the HOLA toegouwhe operations of savir
and loan holding companies. The new rule, knowrRagulation LL, includes a specific definition ofdntrol” similar to the statutol
definition, with certain additional provisions. ditionally, Regulation LL modifies the regulatiopseviously used by the OTS for purpose
determining when a company or natural person aeguontrol of a savings association or savingsl@au holding company under the HO
or the Change in Bank Control Act (“CBCA”)n light of the similarity between the statutes going bank holding companies and savings
loan holding companies, the Federal Reserve praposese its established rules and processes @spiect 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 thkt it will review investments and relationshipith savings and loan holdi
companies by companies using the current practicelspolicies applicable to bank holding compangeshe extent possible. Overall,
indicia of control used by the Federal Reserve uride BHCA to determine whether a company has araeliing influence over tk
management or policies of a banking organizatiohi¢iv for Federal Reserve purposes, will now incledeings associations and savings
loan holding companies) are similar to the contactors found in OTS regulations. However, the QUil®s weighed these factors somey
differently and used a different review procesdgtesd to be more mechanical.

Among the differences highlighted by the FederaddRee with respect to OTS procedures on deternoimsitof control, the Fede
Reserve noted that it does not limit its reviewcompanies with the potential to have a controliimfuence to the two largest stockholde
Specifically, the Federal Reserve reviews all itmesbased on all of the facts and circumstancegetermine if a controlling influence
present.

Moreover, unlike the OTS control rules, the Fed®aserve does not have a separate applicationgsrémerebutting control under 1
BHCA and Regulation LL does not include such a pssc Under the former OTS rules, investors tiggéred a control factor under the rt
could submit an application to the OTS requestintgrmination that they have successfully rebuttattrol under the HOLA. This sepat
application process is not available under Reqaidti. Given that Federal Reserve practice isotasader potential control relationships for
investors in connection with applications submittetler the BHCA, the Federal Reserve will revievteptial control relationships for
investors in connection with applications submitietdhe Federal Reserve under Section 10(e) or) bihhe HOLA. As with OTS practice, t
Federal Reserve often obtains a series of commtsrisom investors seeking non-control determinagion

Federal and State Taxation

Federal and State TaxatianMeta Financial and its subsidiaries file a cdidsded federal and various consolidated staternredta:
returns. Additionally, Meta Financial or its suttisries file separate company income tax returretates where required. All returns are 1
on a fiscal year basis using the accrual methaacobunting. We monitor relevant tax authoritied ahange our estimate of accrued inc
tax due to changes in income or franchise tax lamd their interpretation by the courts and reguasuthorities. In addition to the regt
income tax, corporations, including savings bankshsas the Bank, generally are subject to a mininaxn An alternative minimum tax
imposed at a minimum tax rate of 20% on alternatim@imum taxable income, which is the sum of a ooaion’s regular taxable income (w
certain adjustments) and tax preference itemsdegsavailable exemption. The alternative minim@amis imposed to the extent it exceeds
corporation’s regular income tax and net operatisges can offset no more than 90% of alternativénmum taxable income.
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To the extent earnings appropriated to a saving&’'bebad debt reserves and deducted for federal incameurposes exceed
allowable amount of such reserves computed undeexperience method and to the extent of the sasikpplemental reserves for losse
loans (“Excess”)such Excess may not, without adverse tax consegsehe 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, 2014, the Bank’s Excess for taggmes totaled approximately $6.7 million.

Competition

The Companys Retail Banking operation faces strong competitlmoth in originating real estate and other loand & attractin
deposits. Competition in originating real estatenls comes primarily from commercial banks, savingsks, credit unions, captive fina
companies, insurance companies, and mortgage lsameking loans secured by real estate locateceiCtmpanys market area. Commert
banks and credit unions provide vigorous competitiroconsumer lending. The Company competes farestate and other loans princip
on the basis of the quality of services it provitieborrowers, interest rates and loan fees itggmrand the types of loans it originates.

The Companys Retail Banking operation attracts deposits thinatey Retail Banking offices, primarily from theromunities in whic
those Retail Banking offices are located; theregfamampetition for those deposits is principallyrframther commercial banks, savings ba
credit unions and brokerage offices located insdi®e communities. The Company competes for theysesits by offering a variety of depc
accounts at competitive rates, convenient busihesss, and convenient branch locations with inembh deposit and withdrawal privilege
each.

The Companys MPS division serves customers nationally and falses strong competition from large commercialkdseend special
providers of electronic payments processing andarg, including prepaid, debit, and credit casduers, Automated Clearing House (“AQH”"
processors, and ATM network sponsors. Many ofehegtional players are aggressive competitorsydgweg relationships and economie
scale.

It is also expected that the Bank will experientersy competition for its new AFS/IBEX division Witespect to financing insurance
premiums.

Employees

At September 30, 2014, the Company and its subidichad a total of 453 full-time equivalent emmeg. The Company’
employees are not represented by any collectivgalidng group. Management considers its emplogksions to be good.

Executive Officers of the Company Who Are Not Ditets

The following information as to the business ex@ece during the past five years is provided wigpeet to the executive officers
the Company who are not serving on the CompaBgdard of Directors. There are no arrangemenisnderstandings between such pe
named and any persons pursuant to which such offias selected.

Mr. Glen W. Herrick, age 52, is Executive Vice Rdest and Chief Financial Officer of the Companteafbeing appointed to t
position effective October 1, 2013. Additionaliy. Herrick is a member of the Executive Committémsboth the Company and the Ba
Mr. Herrick previously served as SVP of Finance &mestment Management of the Company. Mr. Herjatked the Company in Mar
2013 following 19 years of various finance, accoumiand risk management roles at Wells Fargo & Camgpincluding serving as CFO
Wells Fargo’s student loan division. Before jomiwells Fargo, Mr. Herrick worked at Ingers&&nd Company after serving as a Capta
the United States Army. Mr. Herrick has a B.SEimgineering Management from the United States difitAcademy at West Point and
MBA from the University of South Dakota. In additi, he is a graduate of the Stonier Graduate Saifd@énking.
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Mr. Ira D. Frericks, age 54, is Executive Vice Rdest and Chief Operating Officer of the Companteabeing appointed to t
position effective October 1, 2013. Additionalr. Frericks is a member of the Executive Commétés both the Company and the Ba
Mr. Frericks previously served as Senior Vice Rfest and Chief Accounting Officer of the Companyr. Frericks joined the Company
2008 as Chief Accounting Officer and has over 2&rgeof accounting and banking operations experiette is a CPA and has a B.S
Business Administration from the University of Soubakota. Mr. Frericks is also a graduate of thrad@ate School of Banking at
University of Wisconsin.

Mr. Ronald W. Butterfield, age 65, is Executive ¥ieresident and Chief Administrative Officer of tBempany after being appoin
to the position effective October 1, 2012dditionally, Mr. Butterfield is a member of the &xutive Committees for both the Company an
Bank. Mr. Butterfield previously served as Senior VReesident and Chief of Staff. Mr. Butterfield jethMFG in 2004 to help establish
Meta Payment Systems division. Prior to joining thompany, he held various banking and credit cgerations roles at BankFirst ¢
Citibank. Mr. Butterfield is a graduate of the Mmisity of Sioux Falls with a B.S in Mathematics.

Item 1A. Risk Factors

Factors that, individually or in the aggregate, thiek could cause our actual results to differ matly from expected and historic
results include those described below as well lasratsks and factors identified from time to timeour SEC filings. The Compars/busines
could be harmed by any of these risks, as wellthsraisks that we have not identified. The trgdprice of the Compang’common stoc
could decline due to any of these risks, and yoy lose all or part of your investment. In assegshese risks, you should also refer tc
other information contained in this annual repertff@orm 10-K, including the Company'’s financial staents and related notes.

Risks Related to Our Industry and Business
Failure to generate sufficient capital to supportioanticipated growth could adversely affect ourreings and prospects.

The Company has recently experienced considerabletly, having increased its assets from $1.7 hiltiw $2.1 billion during the tw
fiscal years ended September 30, 2014. Fundedaghnby growth of no- and lovinterest bearing deposits, the proceeds thered bae
invested primarily in loans, municipal bonds, magg-backed securities (“MBSgnd investment securities available for sale. @/l
Company believes its asset quality to be goodjquéatly in comparison to most banking institutipttee Companys asset growth, if continu
as expected, will generate a need for higher lesktsapital which management believes may not bethreugh earnings retention alone.
that respect, during the third and fourth quartgrsiscal 2013, the Company issued 507,354 shafeommon stock which raised $1
million, net of direct selling costs, all of whicjualifies as Tier 1 capital for regulatory purpas@sere can be no assurance, however, th
Company will be able to continue to access sountespital, private or public. Failure to remaielixcapitalized, or to attain potentially e\
higher levels of capitalization that are or will bequired in the future under regulatory initiavenandated by Congress, our regule
agencies, or under the Basel accords, could adyefect the Company’s earnings and prospects.
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We may have difficulty managing our growth which malivert resources and limit our ability to expamdir operations successfully.

As described above, we have experienced signifigamivth in the amount of our assets and the lefelup deposits. Our futu
profitability will depend in part on our continuedbility to grow; however, we may not be able totaimsour historical growth rate or be abli
grow at all. In addition, our future success vd#pend on competitive factors and on the abilityoof senior management to continu
maintain a robust system of internal controls arat@dures and manage a growing number of custostetianships. We may not be able
implement changes or improvements to these inteworatirols and procedures in an efficient or tinrelgnner and may discover deficiencie
existing systems and controls as has occurredepétst. Consequently, continued growth, if achdeweay place a strain on our operatic
infrastructure, which could have a material advef§ect on our financial condition and results peoations.

Our loan portfolio has grown substantially, and oumderwriting practices may not prevent losses ur doan portfolio.

Over the last fiscal year, our loan portfolio haswgn substantially with new loan originations. Qumderwriting practices are desigi
to mitigate risk by adhering to specific loan paedens. Components of our underwriting programudelan analysis of the borrower and t
creditworthiness, a financial statement review,, dapplicable, cash flow projections and a valabf collateral. We may incur losses in
loan portfolio, especially the new portions therabfour underwriting criteria fail to identify cdit risks. It is also possible that losses
exceed the amounts the Bank has set aside fordessves and result in reduced interest incomearamdased provision for loan losses, wl
could have an adverse effect on our financial diovdand results of operations.

Our lending operations are concentrated in lowa assuth Dakota.

Our lending activities are largely based in lowd &outh Dakota. As a result, our financial perfance depends to a great degre
the economic conditions in these areas. If localnemic conditions worsen it could cause us to ggpee an increase in the numbe
borrowers who default on their loans along witleduction in the value of the collateral securinghsidans, which could have an adverse €
on our financial condition and results of operagion

Difficult economic and market conditions have adwsely affected our industry

Although having improved somewhat during the lastdl year, general economic trends, low growtlduoed availability ¢
commercial credit and continued levels of high uplyment have negatively impacted the credit penBonce of commercial and consu
credit in general. Concerns over the stabilitytlod financial markets and the economy have resultedecreased lending by financ
institutions to their customers and to each oth&gain, while the situation has improved somewhadrahe last fiscal year, this has lec
increased commercial and consumer deficienciek,dadcustomer confidence, increased market vaiatdind widespread reduction in gen
business activity. The resulting economic pressureconsumers and businesses and the lack of emcfdin the financial markets n
adversely affect our business, financial conditi@sults of operations and stock price. A worsgmifithese conditions would likely exacert
the adverse effects of these difficult market cbods on us and others in the financial institusiondustry. In particular, we may face
following risks in connection with these events:
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« We face increased regulation of our industry. Clempe with such regulation may increase our casts limit our ability to purst
business opportunitie

« Customer demand for loans secured by real estald be reduced due to weaker economic conditiomsnerease in unemployme
a decrease in real estate values or an increasteiest rates

« The process we use to estimate losses inherentrigredit exposure requires difficult, subjectivedacomplex judgments, includi
forecasts of economic conditions, and whether exangonditions might impair the ability of our bowers to repay their loans. 1
level of uncertainty concerning economic conditiomsy adversely affect the accuracy of our estimat@sh may, in turn, impact tl
reliability of the process

« The value of the portfolio of investment securitikat we hold, and which constitute a large peagabf our assets may be adver
affected; anc

« If we experience financial setbacks or other reipmjaaction in the future, we may be required ty gagnificantly higher FDI(
insurance premiums. S“- Regulatior”

The full impact of the Dodd-rank Act is currently unknown given that many ohe details and substance of the new laws will b&edainec
through agency rulemaking.

The full compliance burden and impact on our openatand profitability with respect to the Do#fdank Act are still not fully know
as the Dodd-rank Act delegates to various federal agenciesatsie of implementing its many provisions throughulation. Hundreds of ne
federal regulations, studies and reports were reduinder the Dod#&rank Act and not all of them have been finalizedthough certai
provisions of the Doddrrank Act have been implemented (such as the gan$fregulation of federal savings banks like Baak to the OC(
and the transfer of savings and loan holding compagulation to the Federal Reserve), many rulek @olicies in this area will be furtt
developing for months and years to come. Basetherprovisions of the DodBrank Act which have already been implemented &b ag
anticipated regulations, it is highly likely thaarks and thrifts as well as their holding compamiéls be subject to significantly increas
regulation and compliance obligations that expastoihigher costs as well as noncompliance riskcamdequences.

The Consumer Financial Protection Bureau is reshayg consumer financial laws through rulemaking andnércement of prohibition
against unfair, deceptive or abusive practices, ehimay directly impact the business operations epdsitory institutions offering consum
financial products or services, including the Ban

The Bureau has broad rulemaking authority to adsteéniand carry out the purposes and objectivegedital consumer financial lav
and to prevent evasions therefith respect to all financial institutions that efffinancial products and services to consumefse Bureau i
also authorized to prescribe rules, applicableny @vered person or service provider, identifyamgl prohibiting acts or practices that
“unfair, deceptive, or abusivefi connection with any transaction with a consufoeia consumer financial product or service, ordffering o
a consumer financial product or service (“UDAAPtautty”). The term “abusivels new and developing and because Bureau offibials
indicated that compliance will be achieved throegifiorcement actions rather than the issuance olatgns, we cannot predict to what ex
the Bureau’s future actions will have on the bagkimdustry or the Company. The full reach and iotjmd the Bureats broad new rulemakii
powers and UDAAP authority on the operations oéfficial institutions offering consumer financial guats or services is currently unknov
Notwithstanding the foregoing, insured depositaistitutions with assets of $10 billion or less {sas the Bank) will continue to be superv
and examined by their primary federal regulatather than the Bureau, with respect to complianitie federal consumer protection laws.
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In addition to taking many enforcement actions gmdmulgating a proposal regulation covering prepp&yments, describ
below, the Bureau finalized its ability to repaATR”) rule as well as its qualified mortgage rule in Jagw2013. The ATR rule applies
residential mortgage loan applications receivedrafanuary 10, 2014. The scope of the rule spadifi applies to loans securing4lunil
dwellings and includes purchases, refinances amaehequity loans for principal or second homes. a&drttie ATR rules, a lender may
make a residential mortgage loan unless the lenddes a reasonable and good faith determinatianighiaased on verified, documen
information at or before consummation that the d®oBr has a reasonable ability to repay. The eigiderwriting factors that must
considered and verified include the following: {i¢ome and assets: (2) employment status; (3) moptyment of loan; (4) monthly paym:
of any simultaneous loan secured by the same pgyop®) monthly payment for other mortgagsated obligations like property taxes
insurance; (6) current debt obligations; (7) moniiébt to income ratio; and (8) credit history lfaligh eight factors are delineated, the ,
rule does not dictate that a lender follow a patéic underwriting model). Liability for violationef the ATR rule include actual damag
statutory damages and court costs and attornegs! fe

Additionally, the Bureau published regulations regd by the Dodd-Frank Act related to “qualified ngages,’which are mortgag
for which there is a presumption that the lendexr $etisfied the ATR rules. Pursuant to Dodd-Frapulglified mortgages (“QMs”nust hav
certain producfeature prerequisites and affordability underwgtiequirements. Generally, to meet the QM testJéhder must calculate t
monthly payments based on the highest paymentifiapply in the first five years and the consumaust have a total DTI that is less tha
equal to 43%. The QM rule provides a safe harbodeénders that make loans that satisfy the déimiof a QM and are not higher price
With respect to highepriced mortgage loans, there is a rebuttable prpiamof compliance available to the lender withpect to compliant
with the ATR rule.

With respect to final regulations that affect iredidepository institutions such as the Bank, theeBu also issued a final rule relate
international remittances, which covers entitiest throvide at least 100 remittance transfers pndar year. As such, the Bank bec
subject to the rule. The Bank has implementednaptiance solution.

Our most recent CRA rating was an upgrade to “S#distory.” A less than “Satisfactory"CRA rating could have a negative effect on
OCC's review of certain banking applications.

Under the CRA, the Bank is evaluated periodicaihitb primary federal banking regulator to deterenifiit is meeting its continuir
and affirmative obligation consistent with its safed sound operation to help meet the credit netis entire community, including lowanc
moderate income neighborhoods. In the Bamkbst recent CRA examination dated October 1632k Bank received an overall rating
“Satisfactory.” If the Bank were to receive a ftlllCRA rating of less than “Satisfactorytie CRA requires the OCC to take such rating
account in considering an application for any & thllowing: (i) the establishment of a domestiarch; (ii) the relocation of its main office
of a branch; (iii) the merger or consolidation withacquisition of assets or assumption of liak#itof an insured depository institution; or
the conversion of the Bank to a national charter.

Legislative and regulatory initiatives taken to daimay not achieve their intended objecti

Legislative and regulatory initiatives taken toedhy Congress and the federal banking regulataasldoess financial regulatory refc
may not achieve their intended objectives, therelgwiring additional legislation or regulation b&tfinancial services industry.
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Under the Basel Ill Capital Rule, minimum requirertsewill increase for both the quantity and qualifycapital held by bankir
organizations. The Basel Ill Capital Rule includesew minimum ratio of common equity tier 1 calpitarisk-weighted assets of 4.5% an
common equity tier 1 capital conservation buffer2di% of riskweighted assets. The rule also imposes a minimatim of tier 1 capital 1
risk-weighted assets of 6 percent and includes a minihewerage ratio of 4 percent for all banking orgatiopns. The rule also emphas
common equity tier 1 capital and implements s&libility criteria for regulatory capital instruemts. The total capital ratio remains at 8%
the general PCA framework remains but incorpordatesse increased minimum requirements. In additibe, final rule changed t
methodology for calculating risk-weighted assetgrnbance risk sensitivity. Smaller banks like Baek are permitted, under the general risl
based capital rule, to use a 50% risk weight fardpntly underwritten first lien mortgages that am past due, reported as nonaccrui
restructured and a 100% risk weight for all othesidential mortgages. With respect to residemtiattgage exposure, the new rules
provide for small banks a safe harbor from recoursatment for loans sold with certain repurchagmeérs such as early default claus
Additionally, smaller banks with less than $15ibill in assets are grandfathered to allow trusteprefl securities issued prior to May 19, 2!
as part of their Tier 1 capital (such instrumernain subject to a limit of 25% of Tier 1 capit&ments, excluding nogualifying capita
instruments and for all regulatory capital dedutdi@nd adjustments have been applied to Tier TatapThe Basel Il phase period fo
smaller, less complex banking organizations like @ompany and the Bank will not begin until Janua®t5. The Basel Il Accord we
finalized and clarified that unrealized losses gaths on securities will not affect regulatory ¢apfor those companies that permanently
out of the requirement, which the Company inteedda.

We have a concentration of our assets in mortgageked securities.

As of September 30, 2014, approximately 35.5% efBlank’s assets were invested in mortgdgeked securities. The Company’

mortgagebacked and related securities portfolio consisimamily of securities issued by U.S. governmentrimsentalities, including those
Fannie Mae and Freddie Mac which are in consershipr The Fannie Mae and Freddie Mac certificatesmodified pass-through mortgage
backed securities that represent undivided interiestinderlying pools of fixed-rate, or certain égpof adjustable-rate, predominantly single
family and, to a lesser extent, mutimily residential mortgages issued by these Udveghment instrumentalities. Fannie Mae and Fe
Mac generally provide the certificate holder a qudee of timely payments of interest, whether draallected. Privately issued mortg:

passthrough certificates generally provide no guaranéseto timely payment of interest or principal, araliance is placed on t
creditworthiness of the issuer.

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

The prepayment risk associated with mortghgeked securities is monitored periodically, angppyment rate assumptions adju
as appropriate to update the Company’s mortgagkebasecurities accounting and asset/liability repoiNonetheless, and while mortgage
backed securities carry a reduced credit risk agpewed to whole loans, such securities remain stijethe risk that a fluctuating interest |
environment, along with other factors such as theggaphic distribution of the underlying mortgagaris, as well as other risks, may alte!
prepayment rate of such mortgage loans and sotdfbic the prepayment speed, and value, of sualrities.
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We recorded other-than-temporary impairment (“OTT)I'tharges in our trust preferred securities (“TRUP)Sportfolio in the past, and w
could record additional losses in the future.

We determine the fair value of our investment siéiegrbased on GAAP and three levels of informatldnputs that may be usec
measure fair value. The price at which a secumigyy be sold in a market transaction could be diganitly lower than the quoted market p
for the security, particularly if the quoted markwmice is based on infrequent trading history, tharket for the security is illiquid, or

significant amount of securities are being soldfidcal 2014, 2013 and 2012, there were no ethan-temporary impairments recorded.

The valuation of our TRUPS will continue to be irdhced by external market and other factors, inctugnplementation of SEC a
Financial Accounting Standards Board guidance anvBlue accounting, the financial condition of sifie issuers deferral and default rate
specific issuer financial institutions, rating aggractions, and the prices at which observable etdrlansactions occur. If we are require
record additional OTTI charges on our TRUPS poidfole could experience potentially significantréags losses as well as an adverse in
to our capital position.

Risks Related to the Banking Industry
Our reputation and business could be damaged byatag publicity.

Reputational risk, or the risk to our businessniegs and capital from negative publicity, is indmrin our business. Negat
publicity can result from actual or alleged condiaca number of areas, including legal and regmatmmpliance, lending practices, corpo
governance, litigation, inadequate protection aftomer data, ethical behavior of our employees, feomh actions taken by regulators |
others as a result of that conduct. Damage torepmtation could impact our ability to attract newd maintain existing loan and dep
customers, employees and business relationshigsparticularly with respect to our MPS division,utmb result in the imposition of ne
regulatory requirements, operational restricti@rshanced supervision and/or civil money penaltiesch damage could also adversely a
our ability to raise additional capital. If any these measures should be imposed in the future,dbuld have a material adverse effect or
financial condition and results of operations.

We are subject to certain operational risks, incind, but not limited to, data processing systemldags, errors and breaches and custor
or employee fraud.

There have been a number of publicized cases imglvaud or other misconduct by employees of faiahservices firms in rece
years. Misconduct by our employees could incluidiéing unauthorized activities from us, improperumrauthorized activities on behalf of |
customers or improper use of confidential informati Employee fraud, errors and employee and custanisconduct could subject us
financial losses or regulatory sanctions and sshyolarm our reputation. It is not always possibl@revent employee errors and miscont
and the precautions we take to prevent and detechttivity may not be effective in all cases. [Hoyee errors could also subject us to
claims for negligence.

Although we maintain a system of internal contiisl procedures designed to reduce the risk offfossemployee or customer fre
or misconduct and employee errors as well as imsgraoverage to mitigate against operational risikcdiding data processing system failt
and errors and customer or employee fraud, thésenad controls may fail to prevent or detect sanhoccurrence, or such an occurrence
not be insured or exceed applicable insurancedimit
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In addition, there have also been a number of cabese financial institutions have been the victfrfraud related to unauthoriz
wire and automated clearinghouse transactions. fatis and circumstances of each case vary butrgignénvolve criminals posing
customers (.e., stealing bank customerglentities) to transfer funds out of the institatiquickly in an effort to place the funds bey
recovery prior to detection. Although we have giels and procedures in place to verify the autbiytof our customers and prevent ider
theft, we can provide no assurances that theseig®land procedures will prevent all fraudulenhsfars. In addition, although we hi
safeguards in place, it is possible that our coempsiistems could be infiltrated by hackers or othteuders. We can provide no assurances
these safeguards will prevent all unauthorizedtiafions. Identity theft, successful unauthorizelusions, and similar unauthorized cont
could result in reputational damage and finana@abkés to the Company. See “ltem 7. Managemméiscussion and Analysis of Finan
Condition and Results of Operations.”

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

The Companys success depends, to a certain extent, upon e@oreomd political conditions, local and national, agll a:
governmental monetary policies. Conditions suchnélation, recession, unemployment, changes ierest rates, money supply and o
factors beyond the Company’s control may adveraffigct the Companyg’ asset quality, deposit levels and loan demand thedefore, th
Companys earnings. Because the Company has a signifisantint of real estate loans, decreases in redkesthies could adversely aff
the value of property used as collateral. Amorigeothings, adverse changes in the economy, mayhalge a negative effect on the abilit;
the Company’s borrowers to make timely repaymenmttheir loans, which would have an adverse impacttee Company earnings. |
addition, the vast majority of the Company’s loare to individuals and businesses in the Compamyarket area. Consequently,
economic decline in the Company’s market area cbale an adverse impact on the Company’s earnings.

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

The Company’s earnings depend substantially orCitmapanys interest rate spread, which is the differencevéen (i) the rates v
earn on loans, securities and other earning asmedis(ii) the interest rates we pay on deposits @thdr borrowings. These rates are hi
sensitive to many factors beyond the Compsrggntrol, including general economic conditions #me policies of various governmental
regulatory authorities. As market interest raise,rwe will have competitive pressures to increthgerates we pay on deposits, which
result in a decrease of the Compangét interest income. Conversely, if interestsdall, yields on loans and investments may fBkcause
significant portion of the Company’s deposit pdiitids in noninterest bearing accounts, a decrease in ratesdvligaly result in a decrease
the Companys net interest income. Although the Bank continteesnonitor its interest rate risk exposure and hadertaken addition
analyses and implemented additional controls torawvg its core earnings from interest income, thekBean provide no assurance tha
efforts will appropriately protect the Bank in tfigure from interest rate risk exposure. For adddl information, see Part Il, Item 7
“Quantitative and Qualitative Disclosures About MetrRisk.”
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The Company operates in a highly regulated enviroamh, and changes in laws and regulations to whick are subject may adversely aff
the Company’s results of operations.

The Company and the Bank operate in a highly régdl@nvironment and are subject to extensive régalasupervision ar
examination by the OCC, and the Federal Resemeadtition, the Bank is subject to regulation bg #DIC and the Bureau. See ltel
“Business — Regulationtierein. Applicable laws and regulations may chaage the enforcement of existing laws and reguiatimay var
when actions are evaluated by these regulatorsthaamd is no assurance that such changes will dhadraely affect the Comparsybusiness
Regulatory authorities have extensive discretiooannection with their supervisory and enforcenaamtivities, including but not limited to t
imposition of restrictions on the operation of astitution, the classification of assets by theiingon and the adequacy of an institution’
allowance for loan losses. Any change in such leggun and oversight, whether in the form of regions on activities, regulatory polic
regulations or legislation, could have a materigbact on the Comparg’operations. It is unknown at this time to wheteat new legislatio
will be passed into law or pending or new regubatproposals will be adopted, or the effect thathspassage or adoption will have on
banking industry or the Company.

Changes in technology could be costly.

The banking industry is undergoing technologicalowation at a fast pace. To keep up with its cditipe, the Company needs
stay abreast of innovations and evaluate thosentdogies that will enable it to compete on a aafééctive basis. This is especially true v
respect to MPS. The cost of such technology, @finly personnel, has been high in both absoluteratadive terms and additional fur
continue to be used to enhance existing manageinfmmation systems. There can be no assuranwenghe fast pace of change
innovation, that the Company’s technology, eith@ichased or developed internally, will meet or aorg to meet the needs of the Company.

Risks Related to the Company’s Business

The OCC and Federal Reserve are our primary bankimgulators and we may not be able to comply witipcable banking regulations 1
their satisfaction. The Company remains subjectt® Federal Reserve’s Consent Order.

Our regulators have broad discretionary powersntioree banking laws and regulations and may seefake informal or formi
supervisory action if they deem such actions amessary or required. If imposed in the future redive steps could result in additio
regulatory requirements, operational restrictiamsgonsent order, enhanced supervision and/or mivitey penalties. If imposed, additic
resources, both economic and in terms of persommi|d be expended by the Company and the Banlditiddally, the Company remai
subject to the Federal Reserve’s Consent Order.

Contracts with thirdparties, some of which are material to the Compamay not be renewed, may be renegotiated on tetms$ &are not a
favorable, may not be fulfilled or could be subjgct modification or cancellation by regulatory autimities.

The Bank has entered into numerous contracts Witt parties with respect to the operations obifisiness. In some instances,
third parties provide services to the Bank and MiaSjther instances, the Bank and MPS provide prtsdand services to such third part
Were such agreements not to be renewed by theghitgt or were such agreements to be renewed ors tless favorable, such actions ct
have an adverse material impact on the Bank, it§ M®ision, and, ultimately, the Company. Simianvere one of these parties unabl
meet their obligations to us for any reason (inclgdout not limited to bankruptcy, computer or athechnological interruptions or failur
personnel loss or acts of God), we may need to aketnative service providers.

We may not be able to secure alternate serviceiges; and even if we do, the terms with such adter providers may not be
favorable as those currently in place. In addjtimere we to lose any of our important third sesvfroviders, it could cause a mate
disruption in our own ability to service our custns, which also could have an adverse material ¢tnga the Bank, its MPS division, &
ultimately the Company. Moreover, were the disia in our ability to provide services significatitis could negatively affect the percep
of our business, which could result in a loss offittence and other adverse effects on our business.
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Additionally, our agreements with third party venslgcould come under scrutiny by our regulatorsa tégulator should raise an is
with, or object to, any term or provision in sugreement or any action taken by such third pasyavvis the Banls operations or custome
this could result in a material adverse effectite Company including, but not limited to, the imitios of fines and/or penalties and
termination of such agreement.

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

The Company encounters significant competitionhia Companys market area from other commercial banks, savargs loal
associations, credit unions, mortgage banking firasmsumer finance companies, securities brokefiaugps, insurance companies, mol
market mutual funds and other financial intermddisr Many of the Company’competitors have substantially greater resouanéslendin
limits and may offer services that the Company doet or cannot provide. The Company’'s profitabildepends upon the Compasy’
continued ability to compete successfully in thenPpanys market area. MPS operates on a national sca@sigcompetitors wir
substantially greater resources and limited barierentry. The success of MPS depends upon tmep@uy’s, the Banis, and the MP
division’s ability to compete in such an environren

The Bank is “well-capitalized”under existing bank regulations, but failure to matiain this designation could have a material adve
impact on our liquidity and results of operationdn addition, our regulator could limit our abilityto raise deposits, which could prodt
serious adverse consequences for our liquidity gintial condition and results of operation

By letter dated December 28, 2010, the OTS diretttedBank not to increase the amount of brokergubsiés from the amount it he
at December 28, 2010, without the prior written rodajection of the OTS Regional Director. The Béndtieves it did not hold any broke!
deposits on December 28, 2010, or thereafter andfsomed OTS of its position. Consequently, thenB does not anticipate seeking ¢
approval. At the direction of the OTS, the Banguested the FDIC to confirm that deposits related specific prepaid program were
brokered deposits. The Bank tendered its reqoestet FDIC in December 2010. At the time the divecwas issued, OTS staff stated th
would not seek retroactively to enforce the dineetior any growth that occurs subsequent to Dece®@®e2010, given the Bark’request 1
the FDIC. Thereafter, the Bank was advised thatRBIC would consider the Barkrequest in the context of its now completed bed
industry study of brokered deposits in general,tbutate has been given no instruction to charsgeasition. By letter dated October 11, 2!
the Bank was advised by OCC that the directiveeidsan December 28, 2010, had been terminated. rldndesnt rules, if a substantial port
of the Bank’s deposits are ruled to be “brokereht! should the OCC decide to impose a formal idd&i minimum capital requirement
similar formal requirement on the Bank notwithstiagdthat the Bank is well-capitalized, or shoulé tBank fail to be weltapitalized in th
future, the Bank would be prohibited, absent wafvem the FDIC, from utilizing brokered deposite(ino insured depository institution the
deemed to be less than “well-capitalizeday accept, renew or rollover brokered depositerba waiver from the FDIC). In such ev
unless the Bank were to receive relief from the Q@ waiver from the FDIC, such a result coulddome serious adverse consequence
the Bank from a liquidity standpoint and could afewe serious adverse effects on the Company’adiabcondition and results of operations.
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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 deposdtal assets and income from deposit accounts eveergte through custon
relationships between such third parties and MP8posits related to our top four customers (eackigaificant customer) totaled $61
million at September 30, 2014. We provide oversigshd auditing of such thirgarty relationships and all such relationships nmstt al
internal and regulatory requirements. We may #wase relationships if such requirements are notomi required to do so by our regulatc
We perform liquidity reporting and planning dailpdaidentify and monitor contingent sources of lijtyi, such as National CDs, Fed Fi
Lines, or Public Fund CDs. If one of these sigmaifit customers were to be terminated, over a pefdine, it could materially reduce ¢
deposits, assets and income. Similarly, if a §icgmt customer was not replaced, we may be redumeseek higher rate funding source
compared to the existing customer and interestresgenight increase. We may also be required teselrrities or other assets which wc
reduce revenues and potentially generate losses.

Our business strategy is utilized by other instituts with which we compete.

Several banking institutions have adopted busigesss that are similar to ours, particularly witgspect to the MPS division. A
consequence, we have encountered competition snatieia and anticipate that we will continue to dansthe future. This competition
increase our costs, reduce our revenues or revgnaweh, or make it difficult for us to compete effiwely in obtaining additional custon
relationships.

New lines of business or new products and services subject us to additional risk

From time to time, we may implement new lines o&ihass or offer new products and services withiistexy lines of busines:
Substantial risks and uncertainties are associatibddeveloping and marketing new lines of busin@seew products or services, particul
in instances where the markets are not fully dgyedip and we may be required to invest significené tand resources. Initial timetables for
introduction and development of new lines of businer new products or services may not be achiamddprice and profitability targets n
not prove feasible. External factors, such as diamge with regulations, competitive alternativesl sshifting market preferences, may
impact the successful implementation of a new bhdusiness or a new product or service. Furtheemany new line of business or r
product or service could have a significant impartthe effectiveness of our system of internal mst Failure to successfully manage ti
risks in the development and implementation of tiews of business or new products or services coedidice our revenues and potent
generate losses.

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

Fidelity, business interruption and property inswe policies are in place with respect to the dpera of the Company. Should ¢
event triggering such policies occur, howevers ipossible that our policies would not fully reimbei 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 agament team could adversely affect the Companyisitess.

We believe that the Company’s success dependslyaogethe efforts and abilities of the Compassenior management. Tt
experience and industry contacts significantly fiemes. The competition for qualified personneltire financial services industry is inter

and the loss of any of the CompasiKey personnel or an inability to continue toaadty retain and motivate key personnel could ady
affect the Company’s business.
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The Company’s loan portfolio includes loans withtagher risk of loss.

The Company originates commercial mortgage loaasneercial loans, consumer loans, agricultural esahte loans, agricultu
loans and residential mortgage loans. Commerabaitgage, commercial, consumer, agricultural retesand agricultural loans may expo
lender to greater credit risk than loans securedebidential real estate because the collaterairisecthese loans may not be sold as eas
residential real estate. These loans also hawaagreredit risk than residential real estate lierfbllowing reasons:

« Commercial Mortgage Loans Repayment is dependent upon income being gemkiat amounts sufficient to cover opera
expenses and debt servi

« Commercial Loans Repayment is dependent upon the successfultogredd the borrower’s business.

« Consumer Loans Consumer loans (such as personal lines of ¢radkt collateralized, if at all, with assets thatymmot provide &
adequate source of payment of the loan due to diegien, damage, or los

« Agricultural Loans. Repayment is dependent upon the successfultopedd the business, which is greatly dependentany thing
outside the control of either the Bank or the beers. These factors include weather, commoditgesti and interest rates, am
others.

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

The Company makes various assumptions and judgnadrust the collectibility of the Comparsyloan portfolio, including tf
creditworthiness of the Compamsyborrowers and the value of the real estate aner @tssets serving as collateral for the repayrokttte
Company'’s loans. Despite the Company’s undervgriind monitoring practices, the Companjoan customers may not repay their I¢
according to their terms, and the collateral sequthe payment of these loans may be insufficienpay any remaining loan balance.
Company may experience significant loan losseschviebuld have a material adverse effect on its aipey results. Because the Comg
must use assumptions regarding individual loansthadeconomy, the current allowance for loan lossag not be sufficient to cover act
loan losses, and increases in the allowance mayebessary. The Company may need to significantyease the Comparsyprovision fo
losses on loans if one or more of the Compsarigrger loans or credit relationships becomes imgaor if we continue to expand -
Company’s commercial real estate and commerciaitgn In addition, federal and state regulatorsigoécally review the Compang’
allowance for loan losses and may require the Compa increase the Company’s provision for loarséssor recognize loan chargfs.
Material additions to the Company’s allowance womldterially decrease the Compasyiet income. The Company cannot assure youtt
monitoring procedures and policies will reduce @ieriending risks or that the Compasydllowance for loan losses will be adequate tcet
actual losses.
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If the Company forecloses on and takes ownership@dl estate collateral property, it may be subjéxtthe increased costs associated \
the ownership of real property, resulting in redudteevenues.

The Company may have to foreclose on collatergbgnty to protect its investment and may thereaften and operate such propel
In such case, the Company will be exposed to #giesiinherent in the ownership of real estate. dheunt that the Company, as a mortge
may realize after a default is dependent upon factaitside of the Compars/control, including, but not limited to: (i) geaé or loca
economic conditions; (ii) neighborhood values)) (iiterest rates; (iv) real estate tax rates; @grating expenses of the mortgaged prope
(vi) supply of and demand for rental units or pnoies; (vii) ability to obtain and maintain adeggatccupancy of the properties; (viii) zon
laws; (ix) governmental rules, regulations anddigmolicies; and (x) acts of God. Certain expandi$ associated with the ownership of
estate, principally real estate taxes and maintnansts, may adversely affect the income fronrehéestate. Therefore, the cost of oper:
a real property may exceed the rental income edinoad such property, and the Company may have tarck funds in order to protect
Companys investment, or may be required to dispose ofgheproperty at a loss. The foregoing expenditaed costs could adversely af
the Company’s ability to generate revenues, ragylti reduced levels of profitability.

Our agricultural loans are subject to factors beydnhe Company’s control.

The agricultural community is subject to commoditice fluctuations. Although our agricultural I@aare a relatively limited part
our overall portfolio, extended periods of low cooity prices, higher input costs, or poor weathanditions could result in reduced pr
margins, reducing demand for goods and serviceddged by agricultureelated businesses, which in turn, could affeceotiusinesses in t
Company’s market area.

Environmental liability associated with commercidénding could have a material adverse effect on tB®@mpan’s business, financi:
condition and results of operations.

In the course of the Compamsybusiness, it may acquire, through foreclosurmmsercial properties securing loans that are inudef
There is a risk that hazardous substances coutlisbevered on those properties. In this eventQbmpany could be required to remove
substances from and remediate the properties aiwits cost and expense. The cost of removal andreemuental remediation could
substantial. The Company may not have adequatediesnagainst the owners of the properties or atsponsible parties and could fin
difficult or impossible to sell the affected propies. These events could have a material advéfset @n the Compang’ business, financi
condition and operating results.

Our framework for managing risks may not be effeati in mitigating risk and loss to us.

We have established processes and procedures édtémddentify, measure, monitor, report and aralye types of risk to which \
are subject, including liquidity risk, credit risknarket risk, interest rate risk, operational riggal and compliance risk, and reputational
among others. However, as with any risk managerfnamtework, there are inherent limitations to dgk management strategies as there
exist, or develop in the future, risks that we hawé appropriately anticipated or identified. xample, the recent financial and credit ¢
and resulting regulatory reform highlighted both tnportance and certain limitations of managingniitipated risks. If our risk managen
framework proves ineffective, we could suffer unested losses which could have a material advefeetedn our financial condition a
results of operations.
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A breach of information security or compliance brel by one of the Compars agents or vendors could negatively affect thengmany’s
reputation and business.

The Company depends on data processing, commuricatid information exchange on a variety of conmmutplatforms an
networks and over the internet. Despite safeguardsystem, including ours, is entirely free frominerability to attack. Additionally, tl
Company relies on and does business with a vaoietyird-party service providers, agents and vesduth respect to the Compasybusines
data and communications needs. If information sgcus breached, or one of the Compaygents or vendors breaches compli
procedures, information could be lost or misappeded, resulting in financial loss or costs to @@mpany or damages to others. These
or losses could materially exceed the Company’suantnof insurance coverage, if any, which would adely affect the Company’s business.

Other “high profile”data breaches in 2014 have raised interest in egiglation at both the federal and state level. tHe exter
additional requirements are imposed on the Barkrasult of such legislation, these costs couletevadverse impact on the Bank.

Changes in accounting policies or accounting stamda, or changes in how accounting standards areeirgreted or applied, cou
materially affect how we report our financial restd and condition.

Our accounting policies are fundamental to deteimgimnd understanding our financial results andd@é@n. Some of these polici
require use of estimates and assumptions that rfiagt ahe value of our assets or liabilities andaficial results. Any changes in
accounting policies could materially affect ourdfittial statements. From time to time, the Findriaounting Standards Board (the “FASB”
and the SEC change the financial accounting andrtieg standards that govern the preparation of fmancial statements. In additis
accounting standard setters and those who intetipeeticcounting standards (such as the FASB, ti&® S&nking regulators and our outs
auditors) may change or even reverse their previttespretations or positions on how these starglahauld be applied. Changes in finar
accounting and reporting standards and changesirient interpretations may be beyond our contrah be difficult to predict and cot
materially affect how we report our financial reésudnd condition. We may be required to apply & pe revised standard retroactively
apply an existing standard differently and retroaty, which may result in the Company being reqdirto restate prior period financ
statements in material amounts.

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, amdral factors could cause the pric
fluctuate substantially in the future. These feziaclude:

« announcements of developments related to the Coytyphusiness,

« fluctuations in the Company’s results of operations

« sales of substantial amounts of the Company’s #&iinto the marketplace,
« general conditions in the Company’s banking nichthe worldwide economy,

« ashortfall in revenues or earnings compared torgexs analysts’ expectations,
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« lack of an active trading market for the commorckto

« changes in analysts’ recommendations or projections

« the Company’s announcement of new acquisitiongtergrojects, and

« negative evaluation by the Federal Reserve of thraany’s compliance with its Order.

The market price of the Compasycommon stock may fluctuate significantly in tidufe, and these fluctuations may be unrelat
the Company’s performance. General market pricdirdes or market volatility in the future could aasely affect the price of the Company’
common stock, and the current market price maypaadhdicative of future market prices.

An investment in Company common stock is not anured deposit

Our common stock is not a bank deposit and, thexefs not insured against loss by the FDIC, amgiotdeposit insurance fund or
any other public or private entity. Investmenbur common stock is inherently risky for the reasdescribed in this “Risk Factorse&ctior
and is subject to market forces that affect thegpof common stock in any company. As a resuitoif hold or acquire our common stock,
possible that you may lose all or a portion of yimwestment.

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

Your ability to sell shares of the Compasy¢common stock or purchase additional shares lamdgbends upon the existence o
active market for the common stock. The Compamgmmon stock is quoted on NASDAQ Global Markeit, the volume of trades on ¢
given day is relatively light, and you may be umatd find a buyer for shares you wish to sell aetler of additional shares you wist
purchase. In addition, a fair valuation of theghase or sales price of a share of common stookdapends upon active trading, and thu:
price you receive for a relatively thinly tradedak, such as the Company’s common stock, may flectets true value.

Future sales or additional issuances of the Compangapital stock may depress prices of shares af thompanys common stock ¢
otherwise dilute the book value of shares then datgling.

Sales of a substantial amount of the Compamgpital stock in the public market or the isseaota significant number of sha
could adversely affect the market price for shafahe Companys common stock. As of September 30, 2014, the @omwvas authorized
issue up to 10,000,000 shares of common stock,hidhn6,169,604 shares were outstanding, and 445B@Ees were held as treasury st
The Company was also authorized to issue up to03)00 shares of preferred stock, none of whichutstanding or reserved for issuan
Future sales or additional issuances of stock rffagtahe market price for shares of the Compangimmon 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 coaNe Ithe effect of making it more difficult fo

third party to acquire, or of discouraging a thparty from attempting to acquire, control of then@mny. In addition, the Company
obtain approval from regulatory authorities befibrgan acquire control of any other company.
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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 eegulatory restrictions
well as a requirement for prior approval by the éfatl Reserve pursuant to the Consent Order. Agynpat of dividends in the future w
depend, in large part, on the Compangarnings, capital requirements, financial coodijtiregulatory review, and other factors consid
relevant by the Company’s Board of Directors.

ATM Fraud is becoming both more sophisticated anema prevalent

Although the Bank has not been the subject ofwidgspread or concerted ATM attack, ATM fraud hiasven a marked increase ¢
threats to the network of entities that compriseMAfletworks continue. As of the time of the prigtiaf this report, it is estimated that los
from ATM skimming alone approach $1 billion glohallAlthough most ATM fraud continues to involverskning (whereby a skimmer ree
a debit card's encoded mag stripe and a cameredeettee PIN that is entered by a customer), neudancluding those perpetrated by W
scanners and the cracking of encryption softwagebaing perpetrated against global banks and ¢ostomers. The Bank continues to mot
these developments and has a robust program ie pdamonitor for debit and credit card fraud. Eweith such policies and procedure:
place, however, there can be no assurance th8athie its customers or the ATM networks in whiclpadtrticipates will not be the victims of
ATM-based crime.

Risks Related to Meta Payment Systenty, a division of the Bank

MPS' products and services are highly regulated finanicigroducts subject to extensive supervision and ukgion and are costly t
maintain.

The products and services offered by MPS are higidylated by federal banking agencies, the Buraad,some state regulata
Some of the laws and related regulations affeciimgperations include consumer protection lawsheat laws, privacy laws, anthone)

laundering laws and data protection laws. Compbawith the relevant legal paradigm in which theision operates is costly and requ
significant personnel resources, as well as exterintacts with outside lawyers and consultanmtsdhby MPS to stay abreast of the applic
regulatory schemes.

The CFPB’s Proposed Rule Related to Prepaid Accauwtill Affect the Bank’s Offering of Prepaid Cards.

As described above, the CFPB issued a proposedmnudovember 14, 2014, that, if made final, wout@and regulatory requireme
applicable to prepaid products (cdrdsed, as well as prepaid products that are offerether technological forms) marketed to and usy
consumers. As of the time of the publication d$ thorm 10K, the Bank has not completed its review of thegty proposal. However, t
Bank believes that a number of the practices teehaired if the proposal as written is substantiatiopted in final form will cause change
the credit feature of a prepaid product offeredhbyg of its business partners, and likely will addhte Bank$ cost of offering prepaid produ
in general. Although implementation of the rulenist expected until 2016, the Bank intends to utadter a gap analysis to assist i
determining those aspects of its prepaid prograahrtray need to be adjusted to achieve compliahmeassurance can be given that the
rule, if passed, will not contain stricter provisgothan the proposal, or that the Bangtofitability with respect to prepaid offeringsliwot be
adversely affected.
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The Dodd-Frank Act's restrictions with respect tetwork exclusivity could negatively affect the Bdslbusiness.

Pursuant to the debit card rule promulgated byFRbederal Reserve as required by the Dodd-Frank Awehjt Card Rule”),the
maximum permissible interchange fee an issuer reagive for an electronic debit transaction is $(p2t transaction and five basis po
multiplied by the value of the transaction. In iidd, an issuer is permitted to make an upwardistdjent of no more than $0.01 to an iss
debit card interchange fee if the issuer develaosiaplements policies and procedures reasonalsigied to achieve certain frapdeventiol
standards. Eligibility for the assessment of frasid prevention fee must be certified by the isglank. Pursuant to the Debit Card Rule
issuing bank could receive an interchange fee ofougpproximately 24 cents for the average debit ¢eaansaction, which is valued at ¢
according to the Federal Reserve. Pursuant t®tusFrank Act, however issuers that, together withrthéfiliates, have assets of less t
$10 billion (like the Bank) are exempt from the delard interchange fee standards. With respenetwork exclusivity and merchant rout
restrictions, it is now required that all debit dsuparticipate in at least two unaffiliated netwsdo that the transactions initiated using t
debit cards will have at least two independentinguthannels. Litigation related to the interchariges promulgated by the Federal Res
brought by an association of merchants was resdlyeatie U.S. Court of Appeals for the District afl@mbia in favor of the Federal Reserv
March 2014. The case has been appealed to theSupBeme Court but no decision has been madewlsdther the appeal will be taken a
the date of this filing.

In addition to the CFPFE's proposal related to prepaid regulation (discussdabve), it is possible that new legislation or raatringent focu
by banking agencies could further restrict MPS’ a@nt operations or change the regulatory environmen which the divisions customer
operate.

Although it is possible that some legislation undensideration could have either a positiveleminimismpact on its operations a
profitability, it is also possible that any new iglgtion affecting the operations of MPS or its tomsers, some of which are also regul
entities, would have a negative impact on the condtithe relevant business. There is no way &ntjfy the impact that such changes ci
have on the profitability or operations of MPStasttime given the unpredictable nature of the.risk

In addition to the relevant legal paradigm settf@bove, it should also be noted that there hass beecern within the bank regulat
environment over the use of credit and, in paréicuprepaid cards as a means by which to illegailymder and move money. The
Treasury’s Financial Crimes Enforcement Networkuésk rules related to providers of “prepaid acceskich have left certain issL
unresolved related to its regulatory requiremenitss likely that any changes to the regulatoryissnment related to the offering of prep
cards will increase the Bark’compliance and operational costs. Although thekBwill continue to work with its regulators toopide
information about its operations as well as théestd the prepaid card industry, we believe suchcems in general will continue for 1
foreseeable future for the entire banking induswith a continued emphasis on heightened compliamqeectations, resulting in higl
compliance costs. See “Business Regulation — Bargervision and Regulationthich is included in Item 1 of this Annual Report Borm
10-K.
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MPS, through the Bank, owns or is seeking a numbar patents, trademarks and other forms of intellaat property with respect to t
operation of its business and the protection of huntellectual property may in the future require aterial expenditures.

In its operations, MPS, through the Bank, seekseption for various forms of intellectual propeftpm time to time. No assurar
can be given that such protection will be grantéd.addition, given the competitive market enviramh of its business, the Bank mus
vigilant in ensuring that its patents and otheellettual property are protected and not explditedinlicensed third parties.

The Bank must also protect itself and defend agamsllectual property challenges initiated byrthparties making various claii
against MPS. With respect to these claims, regasdbf whether we are pursuing our claims agaiestepved infringers or defending «
intellectual property from third parties assertiveyious claims of infringement, it is possible tlsgnificant personnel time and mone
resources could be used to pursue or defend sarh<l

It should also be noted that intellectual propeisks extend to foreign countries whose protectiohsuch property are not
extensive as those in the United States. As gshehBank may need to spend additional sums to erthat its intellectual property protecti
are maximized globally. Moreover, should thereabeaterial, improper use of the Baslttellectual property, this could have an impatthe
division’s operations.

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 indutkgta security management, policies and procedigegell as other protecti
measures, that was created by the largest creditassociations in the world in an effort to protée nonpublic personal information of
types of cardholders, including prepaid cardholders holders of network branded credit cards (sscBiscover, MasterCard, and Visa).
PCI DSS mandates a prescribed technical foundétiotine collection, storage and transmission oflbalder data and also contains signifit
provisions regarding the testing of security protets by various entities in the payment card imdusncluding MPS. Compliance with t
PCI DSS is costly and changes to the standards ¢@vle an equal, or greater, effect on profitabditthe relevant business division.

The potential for fraud in the card payment industis significant.

Issuers of prepaid and credit cards have suffeggdfisant losses in recent years with respecto theft of cardholder data that
been illegally exploited for personal gain. Thefttof such information is regularly reported arifitets not only individuals but businesse
well (albeit to a lesser degree). Many types eflitrcard fraud exist, including the counterfeitimfgcards and “skimming.” “Skimming’s the
term for a specialized type of credit card inforimatheft whereby, typically, an employee of a niartt will copy the cardholdes’number ar
security code (either by handwriting the informatimnto a piece of paper, entering such informaitiba a keypad or other device, or usir
handheld device which “readsihd then stores the card information embeddedemtagnetic strip). Once a credit card number aodrity
code has been skimmed, the skimmer can use summiation for purchases until the unauthorized sseetected either by the cardholde
the card issuer.

Losses from fraud have been substantial for cedamd industry participants. Although fraud has nad a material impact on !
profitability of the Bank, it is possible that suabtivity could adversely impact this division ange time in the future.
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Part of our business depends on sales agents whaatasell our products exclusivel

Our business model, to some degree, depends uparséhof sales agents who are not our employelesseTagents sell the prodt
and services of many different processors to metshand other parties in need of card servicedlurEao maintain good relations with st
sales agents could have a negative impact on @iméss.

Products and services offered by MPS involve mangibess parties and the possibility of collusionts.

As described above, the theft of cardholder datasgnificant threat in the industry in which MBferates. This threat also inclu
the possibility that there is collusion betweenaearparticipants in the card system to act illggaRlthough MPS is not aware of any instar
to date, it is possible that such activities coaddur in the future, thereby impacting its opemratmd profitability.

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

The heavy emphasis upon technology in the prodamtsservices offered by MPS requires significanieexlitures with respect
research and development both to exploit technoddgjains and to develop new products and sentitaseet customergieeds. As
common with most research and development, whifeesefforts may yield substantial benefits for theision, others will not, therel
resulting in expenditures for which profits will noe realized. MPS is not able to predict with degree of certainty as to the level of rese
and development that will be required in the futdrew much those efforts will cost, or how profialsuch developments will be for
division once undertaken.

Our business could suffer if there is a decline the use of prepaid cards or there are adverse dmwalents with respect to the prep
financial services industry in genera

As the prepaid financial services industry evolvesnsumers may find prepaid financial services ¢oldss attractive than otl
financial services. Consumers might not use prefiaancial services for any number of reasonst éxample, negative publicity surround
other prepaid financial service providers could atipMPS’business and prospects for growth to the exteadversely impacts the percept
of prepaid financial services. If consumers do cmttinue or increase their usage of prepaid ca/dsS’ operating revenues may remail
current levels or decline. Growth of prepaid ficah services as an electronic payment mechanisgnnmotioccur or may occur more slo
than estimated. If there is a shift in the mixpafyment forms used by consumelise(, cash, credit cards, traditional debit cards armegpaic
cards) away from products and services offered B\SMsuch a shift could have a material adverseteffe our financial condition and resi
of operations.

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

Pursuant to the agreements between MPS and DisddesterCard, Visa and other card networks, thiesd parties typically ha\
retained the right to prescribe certain busineastpres and procedures with respect to parties asdfiPS. Such prescribed terms include
are not limited to, a contracting party’s levelcafital as well as other business requirements.

Discover, MasterCard, and Visa also retain thetrighiheir agreements with industry participantstsas MPS to unilaterally char
the rules under which such transactions are predesith little or no advance warning. This powecludes the power to prevent MPS fi
accessing their networks in order to process taiwses. Should any third party choose to invokis tight 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 pgotessed through the Internet. Like nearlp#iler commercial enterprises,
rely upon others to provide the Internet so thahm@rce can be conducted. Were there to be adaituthe operation of the Internet ¢
significant impairment in our ability to move infoation on the Internet or our ability to do so @ac@rdance with customer safeguard proto
MPS would develop alternative processes during wtiroe revenues and profitability may be lower.

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

The nature of the banking industry in general, #recredit card and debit card industry in particuis that it must be operatio
every day of the week and every hour of the wekhky disruption in the utilities utilized by the Bamr MPS could have a negative effec
our operations and extensive disruptions could rizle affect our operations, and have a materibleaise effect on our financial condition i
results of operations.

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

MPS holds sensitive business and personal infoomatiith respect to the products and services #éreff This information, which
generally digitally encrypted, is passed along aasitechnology channels, including the Internetthdugh MPS encrypts its customer
other sensitive information and expends signifidar@ncial and personnel resources to maintainrtegrity of its technology networks and
confidentiality of nonpublic customer informatidrecause such information may travel on public tetdgy and other nosecure channels, 1
confidential information is potentially susceptititehacking and other illegal intrusions. Werehsacsecurity breach to occur, the provisio
products and services to customers of MPS wouldripaired. In addition, were a breach to occur,omald incur significant fines from t
electronic funds associations involved, or fromefied and/or state regulators, and be subject ter giiohibitions, as well as extensive litiga
from commercial parties and consumers affecteduoir breach, that would have a material adversetesie our financial condition and resi
of operations.

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

The concept of escheatment involves the reportirtydelivery of property to states that is abandomkdn its rightful owner canr
be readily located and/or identified. In the cahief prepaid cards, the funds in connection withtscards can sometimes be “abandormd”
unused for the relevant period of time set fortleath applicable stateabandoned property laws. MPS utilizes autompitegrams to ensu
its operations are compliant with such applicabled and regulations. There appears, however, orhevement among some state regul
to interpret definitions in escheatment statutes ragulations in a manner that is more aggresss8lmuld such state regulators choose to ¢
they may initiate collection or other litigationt®mmn against prepaid card issuers for unreportethdbned property. Such actions may se
assess fines and penalties.
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MPS operates in a highly competitive environmentdathe ability to attract and retain qualified pereaael may be difficult.

MPS competes in a highly competitive environmerthwvather 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 a
by financial institutions, electronic card netwoddsd other commercial entities. As such, MPS rapend significant sums to attract emplo’
and executives and must monitor compensation amer @mployment trends to ensure that compensatokages both foster the neces
creative environment and appropriately compensatk mdividuals in order to retain them.

MPS Revenue Concentratiol
MPS works with a large number of business parttederive its revenue. The Company believes fdutsgpartners have reache
size that, should these partnebsisiness with the Company end or there is a sggnifi decrease in revenues associated with anyest

business relationships, the earnings attributabtem would have a material effect on the findmeisults of the Company.

Item 1B. Unresolved Staff Comments

Not Applicable.

ltem 2. Properties

The Company conducts its business at its maineffied branch office in Storm Lake, lowa. The Conypaperates five offices
metro Des Moines, lowa. The Company also ope@iesoffice in Brookings, South Dakota and threéceff in Sioux Falls, South Dakota.
addition, the Company has space at another faaili§ioux Falls, South Dakota, which houses genssgiorate and MPS functions and a nor
retail service branch in Memphis, Tennessee.

The Company owns all of its offices, except for branch offices located in Storm Lake Plaza, Sthake, lowa, on South Weste
Avenue, Sioux Falls, South Dakota, on West'%reet, Sioux Falls, South Dakota, the administeatind MPS offices located on Broadk
Lane in Sioux Falls and the non-retail service bhaim Memphis, Tennessee. In regard to the Sowaht®vn and West 12Street locations
Sioux Falls, South Dakota, and the Westown Parlkiwegtion in West Des Moines, lowa, the land on \Hite buildings were constructe«
leased. The Urbandale office building in Urbandéd&va was sold and immediately leased back in mt@014. The total net book value
the Companys premises and equipment (including land, buildamgl leasehold improvements and furniture, fixtuaesl equipment)
September 30, 2014, was $16.5 million. See Ndie the “Notes to Consolidated Financial Statememwitisich is included in Part II, Item
“Financial Statements and Supplementary Data” isfAmnual Report on Form 10-K.

Though the Company has experienced rapid growthicpkarly as a result of growth of MPS, managemegiteves current facilitic
are adequate to meet its present needs.

The Bank maintains an on-line ddtase with a service bureau, whose primary busireggoviding such services to financ
institutions.
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ltem 3. Legal Proceedings

The Bank was served on April 15, 2013, with a latvsaptionednter National Bank v. NetSpend Corporation, MetaBaBDO US/
LLP d/b/a BDO Seidma, Cause No. C-2084-12-I filed in the District Cowift Hidalgo County, Texas. The Plaintgf'Second Amend:
Original Petition and Application for Temporary Raiing Order and Temporary Injunction adds botatéBank and BDO Seidman to
original causes of action against NetSpend. Net$@ats as a prepaid card program manager and poycks both INB and MetaBar
According to the Petition, NetSpend has informetgriiNational Bank (“INB”)that the depository accounts at INB for the NetSpgrogran
supposedly contained $10.5 million less than theyukl. INB alleges that NetSpend has breacheddtgiary duty by making affirmatiy
misrepresentations to INB about the safety andilgyabf the program, and by failing to timely disse the nature and extent of any alle
shortfall in settlement of funds related to cardieolactivity and the nature and extent of NetSpesgstemic deficiencies in its accounting
settlement processing procedures. To the exteh@athaccounting reveals that there is an actuaifstip INB alleges that MetaBank may
liable for portions or all of said sum due to tlaetfthat funds have been transferred from INB tdaBank, and thus MetaBank would h
been unjustly enriched. The Bank is vigorously estihg this matter. In January 2014, NetSpendgrasted summary judgment in this me
which is under appeal. Because the theory oflifgtagainst both NetSpend and the Bank is the sdin@eBank views the NetSpend sumn
judgment as a positive in support of our positidm estimate of a range of reasonably possibledassiot be made at this stage of the litige
because discovery is still being conducted.

Certain corporate clients of an unrelated compaagned Springbok Services, Inc. (“Springbok8quested through counse
mediation as a means of reaching a settlementindf commencing litigation against MetaBank. Tésuits of that mediation have not led
settlement. These claimants purchased MetaBankajgkeeward cards from Springbok, prior to Springlsobankruptcy. As a result
Springboks bankruptcy and cessation of business, some oét@rds cards which had been purchased were netreated or funded. Coun
for these companies have indicated that they agpaped to assert claims totaling approximately $iilion against MetaBank based
principal/agency or failure to supervise theorilse Company denies liability with respect to thelséms. The Compang’estimate of a ran
of reasonably possible loss is approximately $8a@ million.

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

ltem 4. Mine Safety Disclosures

Not applicable.
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PART Il

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

The Company’s common stock trades on the NASDAQ@&IMarket® under the symbol “CASH. Quarterly dividends for 2014 a
2013 were $0.13. The price range of the commarksts reported on the NASDAQ Global Market, wafodews:

Fiscal Year 2014 Fiscal Year 2013
Low High Low High
First Quartel $ 36.5¢ $ 40.8¢ $ 225( $ 24.9(
Second Quarte $ 38.07 $ 45.,9¢ 22.5( 26.5¢
Third Quartel $ 35.0¢ $ 45.3¢ 26.0( 27.6¢
Fourth Quarte $ 348 % 40.0¢ 26.1¢ 38.57

Prices disclose inter-dealer quotations withouaitehark-up, marlkdown or commissions, and do not necessarily reptesetua
transactions.

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

As of September 30, 2014, the Company had 6,16%684s of common stock outstanding, which werd hglapproximately 1t
stockholders of record, and 235,766 shares sutgestitstanding options. The stockholders of regarthber does not reflect approxima
1,200 persons or entities that hold their stockaminee or “street” name.

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

There were no purchases by the Company duringigbalfyear ended September 30, 2014, of equityrgiesuthat are registered
the Company pursuant to Section 12 of the Exchawuge
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Item 6. Selected Financial Date
SEPTEMBER 30, 2014 2013 2012 2011 2010
SELECTED FINANCIAL CONDITION DATA
(Dollars in Thousands
Total asset $ 2,054,03 $ 1,691,98 1,648,89: 1,27548. $ 1,029,76!
Loans receivable, ni 493,00 380,42¢ 326,98 314,41( 366,04!
Securities available for sa 1,140,211 881,19: 1,116,69; 619,24¢ 506,85
Securities held to maturit 282,93: 288,02t - - -
Goodwill and intangible asse 2,58¢ 2,33¢ 2,03t 1,31t 2,66:
Deposits 1,366,54. 1,315,28. 1,379,79. 1,141,62 897,45:
Total borrowings 497,72. 216,45¢ 47,71( 29,36¢ 41,21«
Stockholders' equit 174,80:. 142,98« 145,85¢ 80,57° 72,04«
YEAR ENDED SEPTEMBER 30, 2014 2013 2012 2011 2010
SELECTED OPERATIONS DATA
(Dollars in Thousands, Except Per Share D
Total interest incom $ 48,66( $ 38,97¢ 37,29; 39,05¢ 39,08
Total interest expens 2,39¢ 2,95¢ 3,56: 4,747 5,99:
Net interest incom 46,26 36,02: 33,73¢ 34,31: 33,09(
Provision for loan losse 1,15( - 1,04¢ 27¢ 15,79:
Net interest income after provision for loan los 45,11 36,02: 32,68¢ 34,03 17,29¢
Total nor-interest income 51,73¢ 55,50: 69,57¢ 57,49: 97,44
Total nor-interest expens 78,23: 74,40 75,46: 83,26: 94,93(
Income (loss) befor
income tax expense (benel 18,61¢ 17,12: 26,79¢ 8,26: 19,81
Income tax expense (bene! 2,90¢ 3,704 9,68 3,62 7,42(
Net income (loss 15,71 13,41¢ 17,11« 4,64( 12,39:
Earnings per common share:
Basic $ 257 % 2.4C 4.94 1.4¢ 4.2
Diluted $ 25 % 2.3¢ 4.92 1.4¢ 4.1]
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YEAR ENDED SEPTEMBER 30, 2014 2013 2012 2011 2010
SELECTED FINANCIAL RATIOS AND OTHER
DATA
PERFORMANCE RATIOS
Return on average ass 0.81% 0.7¢% 1.272% 0.41% 1.22%
Return on average equi 10.0% 9.3% 18.4% 5.71% 20.5%%
Net interest margi 2.8(% 2.4&% 2.5€% 3.21% 3.4%%
QUALITY RATIOS
Non-performing assets to total ass 0.05% 0.05% 0.1€% 1.240% 0.9%
Allowance for loan losses to n-performing loan: 547% 56&% 21% 53% 63%
CAPITAL RATIOS
Stockholders' equity to total ass 8.51% 8.45% 8.85% 6.32% 7.0(%
Average stockholders' equity to average as 8.14% 8.31% 6.62% 7.1¢% 5.91%
OTHER DATA
Book value per common share outstanding at end
year $ 28.3: $ 2358 % 26.7¢ $ 2561 $ 23.1¢
Dividends declared per share at end of \ 0.52 0.52 0.52 0.52 0.52
Number of ful-service offices at end of ye 11 11 12 12 12
Common Shares Outstandi 6,169,60. 6,070,65. 5,443,88. 3,146,86' 3,111,41
Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This section should be read in conjunction with thkowing parts of this Form 10-K: Part Il, Ite® “Financial Statements a
Supplementary Data,” Part Il, Item 7A, “Quantitatiand Qualitative Disclosures About Market Rislgtidart I, Item 1 “Business.”

General

The Company is a unitary savings and loan holdomgmany whose primary subsidiary is the Bank. Tbhenany focuses on two ct
businesses, its regional Retail Banking businedsaamational payments business, conducted thraagfiPS 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.afBlae Retail Banls primary market area includes the following coestti Buena Vist
Dallas and Polk located in central and northwestewn, and Brookings, Lincoln, and Minnehaha lodaite east central South Dakota. -
Retail Bank segment attracts retail deposits frioengeneral public and uses those deposits, togettteother borrowed funds, to originate
purchase residential and commercial mortgage l@arsfo originate consumer, agricultural and otlwenmercial loans and to purchase var
investment and mortgage-backed securities.

MPS, a division of the Bank, is an industry leadethe issuance of prepaid debit cards and is alpoovider of a wide range
payment related products and services, includiegaid debit cards such as those related to giftefunds, rebate, travel and payroll, ATI
and consumer credit products. MPS pursues a gyrateworking with industrjleading companies in a variety of businesses tp tedn
introduce new payment products to their customérsaddition, MPS partners with emerging compatdedevelop and introduce new payn
products. MPS earns revenues from fees and isms#pe for the bulk of the Bank’s low- and nost demand deposits related to its pre
card business.
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Overview of Corporate Developments

The Company had net income of $15.7 million indis2014 compared to $13.4 million in fiscal 201Bne primary reasons for t
increase in net income were increases in both imexgt securities portfolio interest income and Ipantfolio interest income. In fiscal 20:
the Companys net interest income was $46.3 million, the higlests history, compared to $36.0 million in 82013 and $33.7 million
fiscal 2012. The increase was primarily driverhiyher average earning assets and improved ne¢attmargin (“NIM”).

Retail Bank 2014 fiscal year net income was $8.lfioni compared to $5.9 million in fiscal 2013. R#tBank checking balanc
continued to grow from $72.8 million at Septemb& 2013, to $80.8 million, or 11.0%, at Septemb@y 3014. Retail Bank total log
increased $114.6 million during the fiscal year3ar3% to $481.1 million, from strong growth in thesidential real estate, commercial
multi-family real estate and agricultural lendiregments.

MPS 2014 fiscal year net income was $7.7 milliompared to $8.4 million in fiscal 2013. This de@eavas primarily the result o
reduction in tax-related prepaid card volume, a-tome charge from a partner servicing platform clengcreased administrative expe
related to expanded systems and staff and incrdasgdess development expenses. The averageahteminterest yield MPS received for
deposits was 1.48% for the 2014 fiscal year-endlaBti% in the comparable 2013 period.

The Companys tangible book value per common share increasefb#d, or 20.5%, from $23.17 at September 30, 2a13$27.9.
per share at September 30, 2014, primarily dueataiegs for the year and a sizable increase infaltemarket value of available-fcrale
securities, which positively affected accumulatédteo comprehensive income.

Overall cost of funds at MetaBank averaged 0.14%nddiscal 2014 compared to 0.19% for 2013.
Non-performing assets (“NPA”) were unchanged ab%®f total assets at September 30, 2014, and 2013.

On August 7, 2014, MetaBank was released fromatsent order by the OCC. This creates opportsnitieMetaBank to more eas
add new strategic partnerships, deepen existiagioakhips, introduce new products and servicesragnabluce and enhance existing produ
MetaBank has signed three new program managerragrée subsequent to being released from the OC§enborder.

On December 2, 2014, the Company, via its bank idisng, MetaBank, completed the previously annodhegquisition ¢
substantially all of the commercial loan portfobmd related assets of AFS/IBEX Financial Servidas, (“AFS/IBEX"). The acquisitio
included the AFS/IBEX operating platform, otheratedd assets, and approximately $77 million of auiding insurance premium finance |
receivables. Upon closing, MetaBank created a ngsvating division, AFS/IBEX, which continues tosebusinesses and insurance age
nationwide with commercial insurance premium finagc The AFS/IBEX division is located in Dallas, X&es, with a full service office
Southern California.

The Company reviewed its securities portfolio imection with the transaction and sold approxinyagd0 million of investmel
securities to fund the loan portfolio acquisiti@®ecurities were selected and sold during Novembdr@ecember 2014 on an opportun
basis at a net loss of approximately $1.4 milliathvthe intent to both minimize the recoupment periwhich is expected to be three to
months, and to increase the earnings stream gomgifd.
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The Company expects to incur approximately $1.2ionilin total acquisition related charges, of whigh6 million were incurred
the fourth quarter of fiscal 2014, and of which@illion are expected in the first quarter of 8562015.

As a result of the lifting of the consent orderiagathe Bank on August 7, 2014, the Bank has éapeed additional loan growth &
higher operational expenses associated with magalgat loan growth. We anticipate that expensssaated with our banking operations
continue to increase as our overall operationsydicg our new insurance premium financing businegpands.

On October 27, 2014, the Board of Directors of @mmpany appointed Elizabeth G. Hoople to the ComzaBoard for a ter
expiring at the 2016 Annual Meeting of stockholdensuntil her respective successor is electeduatified or until her earlier resignation
removal.

Financial Condition

As of September 30, 2014, the Compangssets grew by $362.0 million, or 21.4%, to $alion compared to $1.7 billion
September 30, 2013. The increase in assets wasteef primarily in increases in the Companiyivestment securities and to a lesser extt
the Company’s loans receivable, offset in part loparease in the Company’s cash and cash equisalent

Total cash and cash equivalents and federal fualdsveere $29.8 million at September 30, 2014, aekse of $10.3 million fro
$40.1 million at September 30, 2013. In geneta, Company maintains its cash investments in istéaring overnight deposits with -
FHLB of Des Moines and the FRB of Minneapolis. S&ptember 30, 2014, the Company had no federatfsold.

The total of mortgage-backed securities (“MB&d investment securities increased $253.9 millmm21.7%, to $1.4 billion
September 30, 2014, as investment purchases extesldeed maturities, sales, and principal pay dowine Company portfolio of securitie
consists primarily of MBS, which have relativelyoshexpected lives and ndrank qualified obligations of states and politisabdivision
(“NBQ") which mature in approximately 15 years or lessl MBS held by the Company are issued by a U.S. @ouwent agency
instrumentality. Of the total of $727.9 million &BS, $657.9 million are classified as available gale (“AFS”),and $70.0 million a
classified as held to maturity (“HTM")Of the total of $695.2 million of investment seties, $482.3 million are classified as AFS and $8
million are classified as HTM. During fiscal 20lihe Company purchased $307.9 million of MBS withawerage life in total estimatec
approximately five years or less or stated finaturiies of approximately 30 years or less and $4RBIS in the amount of $155.2 million.
addition, the Company purchased $198.6 million rofestment securities which are primarily comprisgédtax exempt bonds and Sn
Business Administration related securities. On Mag013, the Company reclassified approximateB4$2 million from the AFS to the HT
category. The reclassification resulted in theording of an unrealized gain of $2.1 million whibhs been segregated within accumul
other comprehensive income and is being amortizemligh maturity. See Note 3 to the “Notes to Ctidated Financial Statementsyhich i<
included in Part Il, Item 8 “Consolidated Financshtements and Supplementary Data” of this AnRegdort on Form 10-K.

The Companyg portfolio of net loans receivable increased by2s& million, or 29.6%, to $493.0 million at Septsen 30, 2014, fro
$380.4 million at September 30, 2013. These irsgedrom September 30, 2013, primarily relate tomn in one-tofour family real esta
loans, commercial and mulamily real estate loans and agricultural real testaans of $34.1, $31.5, and $26.5 million, refipely.
Commercial operating and agricultural operatinghfoalso increased with the consumer loan categgmesenting the only decrease.Se
Note 4 to the'Notes to Consolidated Financial Statements,” whichncluded in Part I, Item 8 “Financial Staternteeand Supplementary Data”
of this Annual Report on Form 10-K.
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Through the Bank, the Company owns stock in the Bldle to the Banlks' membership and participation in this bankingeyst Thi
FHLB requires a level of stock investment basedaopre-determined formula. The Companyivestment in such stock increased $
million, or 112.6%, to $21.2 million at Septemb&;, 2014, from $10.0 million at September 30, 20T8¢e increase directly correlates with
higher overnight federal funds purchased.

Intangible assets increased $0.3 million, or 10.#$2.6 million at September 30, 2014, due toramease in capitalized expe
related to patents.

Assets held for sale decreased $1.1 million ateSepér 30, 2014, due to the sale of a branch iC#mral lowa market.

Total deposits increased by $51.3 million, or 3.980$1.4 billion at September 30, 2014, from $lilBon at September 30, 201
Deposits attributable to MPS were up $35.8 million3.4%, at September 30, 2014, as compared tiei@bpr 30, 2013. The increase is du
the addition of new programs during 2014, alondhwiatural growth in existing programs.

The Companys total borrowings increased $281.2 million, or P28, from $216.5 million at September 30, 2013%487.7 million a
September 30, 2014, primarily due to the increadederal funds purchased. The Compargvernight federal funds purchased fluctuates
daily and weekly basis principally due to fluctaais in a portion of its nomterest bearing deposit base, primarily relategagroll processir
and, to a lesser extent, intraday funds flow seitiet timing with the Federal Reserve Bank. The-interest deposit base is primarily affec
by payroll processing timing in concert with tydiearly week activity, tending to necessitate ehbigthan average amount of overnight fec
funds purchased which are typically paid down tgiaut the week.

See Notes 8, 9, and 10 to the “Notes to Consolidaieancial Statements,” which are included in Paiftem 8 “Financial Statemer
and Supplementary Data” of this Annual Report omi&0-K.

At September 30, 2014, the Company’s stockholdegaity totaled $174.8 million, an increase of $3hi8ion from $143.0 million &
September 30, 2013. Stockholdesguity increased primarily as a result of issuarafesommon stock, an increase in retained earniaige
unrealized income on investment securities due #@rkat conditions. At September 30, 2014, the Baoktinues to meet regulatc
requirements for classification as a well-capidiznstitution. See Note 14 to the “Notes to Cdidated Financial Statementsyhich is
included in Part Il, Item 8 “Financial Statementsi &Supplementary Data” of this Annual Report onnfFra0-K.

Results of Operations

The Company’s results of operations are dependemiet interest income, provision for loan losses)-mterest income, noimeres
expense, income tax expense, and other compreleeinsiome or loss. Net interest income is the diffiee, or spread, between the ave
yield on interes-earning assets and the average rate paid on sitegaring liabilities. The interest rate spread fiected by regulator
economic, and competitive factors that influenderist rates, loan demand, and deposit flows. Kuttanding that a significant amount of
Companys deposits pay low rates of interest or none atla Company, like other financial institutions,subject to interest rate risk to
extent that its interest-earning assets maturepiae at different times, or on a different batian its interest-bearing liabilities.
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The Company’s noimterest income is derived primarily from prepaidd; credit products, and ATM fees attributabl®M®S and fee
charged on bank loans and transaction accounts-iftierest income is also derived from net gainshengdale of securities available for sal
well as the Company’ holdings of bank owned life insurance. This meois offset by expenses, such as compensatiomergpanc
expenses associated with additional personnel &tk docations as well as card processing expemdgibutable to MPS. Noimteres
expense is also impacted by acquisitiefated expenses, occupancy and equipment expaergesatory expenses, and legal and const
expenses.

Average Balances, Interest Rates, and Yields
The following table presents, for the periods iatla, the total dollar amount of interest inconmrfraverage interegtarning asse

and the resulting yields, as well as the interegtease on average interdsaring liabilities, expressed both in dollars aates. No ta
equivalent adjustments have been made. Non-Aagtoams have been included in the table as loamgieg a zero yield.

Year Ended
September 30, 2014 2013 2012
(Dollars in
Thousands Average Interest Average Interest Average Interest
Outstanding Earned/  Yield/ Outstanding Earned/  Yield/ Outstanding Earned/  Yield/
Balance Paid Rate Balance Paid Rate Balance Paid Rate
Interest-earning
assets:
Loans
receivable $ 439,320 $ 19,67« 448% $ 340,70: $ 16,15: 47/ $ 327,63 $ 18,05¢ 5.51%
Mortgage-
backed
securities 694,51( 15,34 2.21% 700,70¢ 11,90( 1.7(% 756,46! 16,13: 2.1%%
Other
investments
and fed funds
sold 721,14: 13,64 2.68% 598,00: 10,92¢ 2.61% 254,02 3,10¢ 1.4(%
Total interest-
earning assets 1,854,97. $ 48,66( 2.9%% 1,639,41. $ 38,97¢ 2.6€% 1,338,12 $ 37,29 2.82%
Non-interest-
earning assetl 73,87¢ 72,60( 61,97¢
Total assets $ 192885 $ 1,712,0L $ 140010
Nonr-interest
bearing deposit $ 1,319,44 $ - 0.0(% $ 1,192,96' $ - 0.0(% $ 1,018,74i $ - 0.0(%
Interest-bearing
liabilities:
Interest-bearing
checking 33,351 96 0.2%% 32,03( 12t 0.3%% 33,55¢ 252 0.75%
Savings 28,88: 47 0.1€% 27,90° 39 0.14% 17,77 39 0.22%
Money market: 40,58¢ 72 0.1&% 40,69« 10cC 0.25% 38,55: 13: 0.3%%
Time deposit: 110,99: 75C 0.6¢% 101,55: 1,01¢ 1.00% 105,60! 1,782 1.6%
FHLB advance 7,00( 49t 7.01% 8,081 727 8.9%% 11,00( 67C 6.0%%
Overnight fed
funds
purchasec 185,44( 53¢ 0.2%% 129,01¢ 423 0.3%% 34,41 12¢ 0.37%
Other
borrowings 20,43 40( 1.96% 20,83¢ 524 2.51% 25,58¢ 55¢ 2.18%
Total interest-
bearing
liabilities 426,68! 2,39¢ 0.5€% 360,12! 2,95¢ 0.82% 266,48: 3,56: 1.34%
Total deposits
and
interest-
bearing
liabilities 1,746,131 $ 2,39¢ 0.14% 1,553,09- $§ 2,95¢ 0.1%% 1,285,23. $ 3,56: 0.2¢%
Other non-
interest
bearing
liabilities 25,74¢ 15,60t 22,19¢
Total liabilities 1,771,88. 1,568,69! 1,307,42!

Stockholders'



equity 156,96¢ 143,31! 92,671
Total liabilities

and stockholde

equity $ 1,928,85. $ 1,712,01 $ 1,400,100
Net interes

income and net

interest rate

spread

including non-

interest bearing

deposits $ 46,26 2.7% $ 36,02: 2.47% $ 33,73¢ 2.54%

Net interest
margin 2.8(% 2.48% 2.56%

Rate / Volume Analysis

The following schedule presents the dollar amotimhanges in interest income and interest expasrsméjor components of interest-
earning assets and interé&aring liabilities. It distinguishes between theange related to higher outstanding balancestendhange due
the levels and volatility of interest rates. Facle category of interest-earning assets and iritbezsing liabilities, information is provided
changes attributable to (i) changes in volunmiee(changes in volume multiplied by old rate) and ¢iijanges in rate i(e. changes in ra
multiplied by old volume). For purposes of thibleg changes attributable to both rate and voludmaédannot be segregated have been allg
proportionately to the change due to volume andttamge due to rate.
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Rate / Volume

Year Ended September 30, 2014 vs. 2013 2013 vs. 2012
Increase Increase Total Increase Increase Total
(Decrease (Decrease Increase (Decrease (Decrease Increase
Due to Volumi Due to Rat (Decrease Due to Volum Due to Rat (Decrease
Interest-earning asset:
Loans Receivabl $ 4,451 $ (92¢) $ 3562 % 697 $ (2,609 $ (1,90)
Mortgagebacked securitie (10€) 3,54¢ 3,44: (1,132 (3,107 (4,239
Other investments 2,40¢ 313 2,71¢ 4,77 3,04¢ 7,81¢
Total interest-earning asset:s $ 6,75( $ 293¢ $ 9,68 $ 4,338 $ (2,659 $ 1,67¢
Interest-bearing liabilities
Interes-bearing checkin $ 5 % (34) $ 29 $ 1y $ (11¢) $ (127
Savings 2 6 8 17 ()] -
Money market: - (28) (28) 6 (39 (33
Time deposit: 86 (352) (26€) (66) (700 (76€)
FHLB advance: (90 (142) (232) (20¢) 265 57
Overnight fed funds purchas 171 (56) 11t 31C (15) 29t
Other borrowings (10 (114 (124 (112) 77 (35)
Total interest-bearing liabilities $ 164 $ (720 $ (556) $ (64) $ (545) $ (609)
Net effect on net interest incomt $ 6,58¢ $ 3,65¢ $ 10,24( $ 440z $ (2,119 $ 2,28¢

Comparison of Operating Results for the Years Ended
September 30, 2014, and September 30, 2013

General. The Company recorded net income of $15.7 millmm$2.53 per diluted share, for the year endede®aper 30, 2014, comparec
$13.4 million, or $2.38 per diluted share, for trear ended September 30, 2013, an increase ofdiliGn. The increase in net income v
primarily caused by a $6.2 million increase in iet income related to the securities portfolio ar8.5 million increase in loan income, of
in part by an increase in compensation and berefjtense of $4.0 million, reduced gain on salesofisties of $2.5 million and a provision
loan loss of $1.1 million.

Net Interest IncomeNet interest income for fiscal 2014 increased b§.$Imillion, or 28.4%, to $46.3 million from $36nGillion for the prio
year. Net interest margin increased to 2.80%sicali 2014 as compared to 2.48% in 2(

The Companys average earning assets increased $215.6 mitlioh3.1%, to $1.8 billion during fiscal 2014 frori.$ billion during
2013. The increase is primarily the result of itterease in the Company’s investment securitiesramebank qualified municipal portfolios
well as loans receivable. Overall, asset yieldsdased by 27 basis points primarily driven byié ghthe earning asset mix to more loans
increased volume in the securities and loan péogphnd improved yields achieved in the securjtigtfolio.

The Company’s average total deposits and intdreating liabilities increased $193.0 million, or.4%, to $1.7 billion during fisc
2014 from $1.6 billion during 2013. The increassulted mainly from an increase in the Companyis-interestbearing deposits and fede
funds purchased. The average outstanding baldnmeneinterest bearing deposits increased from $illidn in fiscal 2013 to $1.3 billion |
fiscal 2014. The Company’s cost of total depositd interesbearing liabilities declined 5 basis points to @4lduring fiscal 2014 from 0.19
during 2013, primarily due to continued migratioridw and no-cost deposits provided by MPS.

Provision for Loan Lossesln fiscal 2014, the Company recorded $1.1 milliomprovision for loan loss, compared to no provisin2013. Th
increased provision was primarily due to loan growt
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Management closely monitors economic developmestis kegionally and nationwide, and considers tHastors when assessing
appropriateness of its allowance for loan losd#&shile the current economic environment is still tlg strained, it has begun to show sign
improvement in Meta Financial’'s markets. Meta Rrial's loss rates over the past three years were very Motwithstanding these signs
improvement, Meta Financial does not believe itkisly these low loss conditions will continue irfohétely. All of Meta Financials market
indirectly benefit from the current agricultural rkat. Loss rates in the agricultural real estate arretalgural operating loan portfolios he
been minimal in the past three years. Low losssrate primarily due to higher than average livd@stices and strong crop yields over the
few years, offset by lower grain prices in 2014veeall, these factors have created positive econaranditions for most farmers in «
markets. Management expects that future losstssrmportfolio, which have been very low, could ligher than recent historical experien
Management believes that various levels of rainwmatiweather conditions within our markets haspgbtential to negatively impact poten
yields which would have a negative economic eftecbur agricultural market

The allowance for loan losses established by MRBSIltefrom an estimation process that evaluatevaek characteristics of its cre
portfolio(s). MPS also considers other internadl axternal environmental factors such as changepémnations or personnel and econc
events that may affect the adequacy of the allowdaoc credit losses. Adjustments to the allowaraeldan losses are recorded periodic
based on the result of this estimation process éXact methodology to determine the allowancddan losses for each program will not
identical. Each program may have differing attrésutincluding such factors as levels of risk, défins of delinquency and lo:
inclusion/exclusion of credit bureau criteria, rdte migration dynamics, and other factors. Sirlyijahe additional capital required to off
the increased risk in subprime lending activitiesynaary by credit program. Each program is evalliagparately.

Management believes that, based on a detailedwanfi¢he loan portfolio, historic loan losses, @ntreconomic conditions, the siz¢
the loan portfolio, and other factors, the curdentl of the allowance for loan losses at Septen30er2014, reflects an appropriate allowe
against probable losses from the loan portfolicgh@ligh the Company maintains its allowance for Ilmeses at a level that it considers ti
adequate, investors and others are cautioned hiea¢ tan be no assurance that future losses wilerceed estimated amounts, or
additional provisions for loan losses will not keguired in future periods. In addition, the Compsmetermination of the allowance for I
losses is subject to review by its regulatory agespche OCC and the Federal Reserve, which camresthe establishment of additio
general or specific allowances.

Non-Interest Income Non-nterest income decreased by $3.8 million, or 6.89%51.7 million for fiscal 2014 from $55.5 millidor 2013 du
primarily to a decrease in the gain on sale of s&es available for sale of $2.5 million. Feesreat on prepaid debit cards, credit products
other payment systems products and services decr¢a$48.7 million for fiscal 2014 as compare®$9.8 million for 2013, primarily due
reduced income tax-related prepaid card volume.

Non-Interest ExpenseNon-interest expense increased by $3.8 million, or 5.409%78.2 million for fiscal 2014 from $74.4 mdh for fisca
2013.

Compensation expense increased $4.0 million diigl compared to fiscal 2013. In addition, the @any recorded $0.6 million

acquisitionrelated expenses and occupancy and equipment expemsased $0.5 million. These increased expenses offset in part by
$0.6 million decrease in impairment on assets farldale due to the fiscal 2013 sale of a brandhénCentral lowa market.
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Income Tax Expenselncome tax expense for fiscal 2014 was $2.9 millimsulting in an effective tax rate of 15.6%, cemga to a ts
expense of $3.7 million and an effective tax rdt8106%, in fiscal 2013. The decrease in the Camijzarecorded income tax expense for -
was impacted primarily by an increase in the voluhtax exempt municipal bonds.

Comparison of Operating Results for the Years Ended
September 30, 2013, and September 30, 2012

General. The Company recorded net income of $13.4 millmm$2.38 per diluted share, for the year endede®aper 30, 2013, comparec
$17.1 million, or $4.92 per diluted share, for trear ended September 30, 2012, a decrease of lidhmThe decrease in net income \
primarily caused by a $14.0 million decrease in-imaarest income which reflected an $11.2 milliont decrease in gains on sale of secul
available for sale from fiscal 2012 to 2013, offgepart by an increase in net interest income, @@cteases in provision for loan loss, nor
interest expense, and tax expense.

Net Interest IncomeNet interest income for fiscal 2013 increased by3$8illion, or 6.8%, to $36.0 million from $33.7 lion for the prio
year. Net interest margin decreased to 2.48% 1182 compared to 2.56% in 20

The Companys average earning assets increased $301.3 midio22.5%, to $1.6 billion during fiscal 2013 frori.$ billion during
2012. The increase was primarily the result ofitleeease in the Company’s investment securitielsrembank qualified municipal portfolio:
Overall, asset yields declined by 16 basis pointstd lower average rates. The increase in aveyageng assets was offset by a change i
mix of earning assets favoring investment securitied a decrease in yields on mortgage-backedisesur

The Company’s average total deposits and intdresting liabilities increased $267.9 million, or.&%, to $1.6 billion during fisc
2013 from $1.3 billion during fiscal 2012. The riease resulted mainly from an increase in the Coyipanon-interesbearing deposits a
federal funds purchased. The average outstanditende of nonnterest bearing deposits increased from $1.0ohbilln fiscal 2012 to $1
billion in fiscal 2013. The Company’s cost of fotkeposits and intere$iearing liabilities declined 9 basis points to Q4l8uring fiscal 201
from 0.28% during fiscal 2012 primarily due to dooed migration to low and no-cost deposits prodidg MPS.

Provision for Loan LosseslIn fiscal 2013, the Company did not record a priovisor loan loss, compared to $1.0 million forcéé 2012.

Non-Interest Income.Non-interest income decreased by $14.1 million, or 2).® $55.5 million for fiscal 2013 from $69.6 nvih for 201:

due primarily to a decrease in the gain on sakeofirities available for sale of $11.2 million tethto the sale of the GNMA securities portf
during fiscal 2012. Fees earned on prepaid debiscaredit products and other payment systemsugtedand services decreased to ¢
million for fiscal 2013 as compared to $53.2 miflitor fiscal 2012, primarily due to the exit frorartain MPS credit sponsorship programs
a decrease in card fee income due to a temporsyuption at one MPS business partner.

Non-Interest ExpenseNon-nterest expense decreased by $1.1 million, or 11%674.4 million for fiscal 2013 from $75.5 mdh for the
same period in fiscal 2012.

The reduction in nomterest expense was attributable to a reductiocand processing expense, which declined $1.8anilfrorr
$17.4 million in fiscal 2012 to $15.6 million insial 2013 due to lower volumes, a reduction inllega consulting expenses of $1.2 mil
from $5.3 million in fiscal 2012 to $4.1 million fiiscal 2013, and a decrease in other expenses.dfriillion, partially offset by an increase
compensation expense of $3.0 million.
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Impairment on assets held for sale was $0.6 mifisorfiscal 2013 due to an expected sale of a iramt¢he Central lowa market.

Income Tax Expenselncome tax expense for fiscal 2013 was $3.7 milliam effective tax rate of 21.6%, compared to aetgpense of $9
million, an effective tax rate of 36.1%, in fiscaD12. The decrease in the Compangecorded income tax expense for fiscal 2013
impacted primarily by an increase in the volumeaof exempt municipal bonds and, to a lesser exteatpurchase of additional banknec
life insurance.

Critical Accounting Estimates

The Company’s financial statements are preparetdordance with U.S. Generally Accepted Accounknigciples (“GAAP”). The
financial information contained within these stagans is, to a significant extent, financial infotina that is based on approximate measur
the financial effects of transactions and everds ffave already occurred. Based on its considerafi accounting policies that: (i) involve
most complex and subjective decisions and assessméiich may be uncertain at the time the estimate made, and (i) different estime
that reasonably could have been used in the cupeitd, or changes in the accounting estimateateteasonably likely to occur from pel
to period, would have a material impact on the rfgial statements, management has identified th&ipsldescribed below as Criti
Accounting Policies.

Allowance for Loan Losses The Company allowance for loan loss methodology incorporatesriety of risk considerations, b
guantitative and qualitative, in establishing atovahnce for loan loss that management believespfapriate at each reporting de
Quantitative factors include the Company’s histalritoss experience, delinquency and chasffetrends, collateral values, change:
nonperforming loans, and other factors. Quariatactors also incorporate known information abiodividual loans, including borrowers’
sensitivity to interest rate movements. Qualigtfactors include the general economic environnierthe Companys markets, includir
economic conditions throughout the Midwest andparticular, the state of certain industries. Sipel complexity of individual credits
relation to loan structure, existing loan policiesyd pace of portfolio growth are other qualitatifeetors that are considered in
methodology. Although management believes theldewé the allowance as of both September 30, 2@hd, September 30, 2013, w
adequate to absorb probable losses inherent ilmdheportfolio, a decline in local economic conalits or other factors could result in increa
losses.

Intangible Assets Intangible assets include patents filed by tHeSvDivision. Goodwill and intangible assets asted annually fc
impairment or more often if conditions indicate asgible impairment. Determining the fair valueaofeporting unit involves the use
significant estimates and assumptions. These at8rand assumptions include revenue growth rak®perating margins used to calcu
future cash flows, risk-adjusted discount ratesriei economic and market conditions, comparisothefCompanys market value to bo:
value and determination of appropriate market coatgas. Actual future results may differ from th@stimates.

Each quarter the Company evaluates the estimatfdluives of intangible assets and whether eventshanges in circumstan:
warrant a revision to the remaining periods of diration. In accordance with Accounting Standatdslification (“ASC”) 350,Intangibles—
Goodwill and Other, recoverability of these assets is measured bypaoison of the carrying amount of the asset toftiiere undiscounte
cash flows the asset is expected to generatehelfasset is considered to be impaired, the amduahy impairment is measured as
difference between the carrying value and thevalue of the impaired asset.
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Assumptions and estimates about future values emaining useful lives of the Company'’s intangibihel ather longived assets a
complex and subjective. They can be affected lwargety of factors, including external factors suah industry and economic trends,
internal factors such as changes in the Compabysiness strategy and internal forecasts. Adthaihe Company believes the histor
assumptions and estimates used are reasonablepangprdate, different assumptions and estimateddcomaterially impact the report
financial results. As of September 30, 2014 art32¢he Company had no goodwiill.

Deferred Tax Assets The Company accounts for income taxes accortbnthe asset and liability method. Under this rodi
deferred tax assets and liabilities are recognipedhe future tax consequences attributable téedihces between the financial stater
carrying amounts of existing assets and liabilitesl their respective tax basis. Deferred taxtassed liabilities are measured using
enacted tax rates applicable to income for thesygawhich those temporary differences are expettidik recovered or settled. Deferrec
assets are recognized subject to management’s prdgiimat realization is more-likely-tharot. An estimate of probable income tax ben
that will not be realized in future years is regdiin determining the necessity for a valuatioovaéince.

Security Impairment Management continually monitors the investmemusities portfolio for impairment on a security sgcurity
basis. Management has a process in place to figem®tturities that could potentially have a cradipairment that is other-thaemporary.
This process involves the length of time and extenwvhich the fair value has been less than thergzed cost basis, review of availa
information regarding the financial position of tiesuer, monitoring the rating of the security, iibating changes in value, cash fl
projections, and the Compasyintent to sell a security or whether it is makelly than not the Company will be required to sb# securit
before the recovery of its amortized cost whichsaéme cases, may extend to maturity. To the emterdetermine that a security is deeme
be other-thartemporarily impaired, an impairment loss is recagdi If the Company intends to sell a securitit & more likely than not th
the Company would be required to sell a securifiprieethe recovery of its amortized cost, the Conypaatognizes an other-thaemporar
impairment in earnings for the difference betwestodized cost and fair value. If we do not expectecover the amortized cost basis, w
not plan to sell the security and if it is not méikely than not that the Company would be requitedell a security before the recovery o
amortized cost, the recognition of the other-tbemporary impairment is bifurcated. For those sées, the Company separates the -
impairment into a credit loss component recognire@arnings, and the amount of the loss relatedther factors is recognized in ot
comprehensive income net of taxes.

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

In fiscal 2014, 2013 and 2012, there were no dtiem temporary impairment losses.

Level 3 Fair Value Measurement U.S. GAAP requires the Company to measure tirevidue of financial instruments unde
standard which describes three levels of inputsrtiey be used to measure fair value. Level 3 nreagent includes significant unobserv
inputs that reflect the Compasybwn assumptions about the assumptions that mpekétipants would use in pricing an asset oriliigb
Level 3 assets and liabilities include financiatmments whose value is determined using pricingets, discounted cash flow methodolog
or similar techniques, as well as instruments foiclv the determination of fair value requires digant management judgment or estimati
Although management believes that it uses a beishae of information available to determine faalwe, due to the uncertainty of fut
events, the approach includes a process that rffey siignificantly from other methodologies andlgiroduce an estimate that is in accord:
with U.S. GAAP.
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Interest Rate Risk (“IRR")

Overview. The Company actively manages interest rate risk, as changes in martexest rates can have a significant impac
reported earnings. The Bank, like other finaniiatitutions, is subject to interest rate riskie extent that its interebearing liabilities matui
or reprice more rapidly than its interesirning assets. The interest rate risk procesgsgyned to compare income simulations in mi
scenarios designed to alter the direction, magaijtadd speed of interest rate changes, as welleaslape of the yield curve. The Comp
does not currently engage in trading activitiecdmtrol interest rate risk although it may do sahe future, if deemed necessary, to
manage interest rate risk.

Earnings at risk and economic value analysis.a continuing part of its financial strategy, B@nk considers methods of managin
asset/liability mismatch consistent with maintagnecceptable levels of net interest income. Irepotd properly monitor interest rate risk,
Board of Directors has created an Investment Coteeitvhose principal responsibilities are to asskesBanks asset/liability mix ar
implement strategies that will enhance income wimnaging the Bank’s vulnerability to changes teliest rates.

The Company uses two approaches to model inteagstrisk: Earnings at Risk (“EAR analysisihd Economic Value of Equ
(“EVE analysis”). Under EAR analysis, net interest income is calealdor each interest rate scenario to the netastéencome forecast in t
base case. EAR analysis measures the sensitivityerest sensitive earnings over a one year mininime horizon. The results are affe:
by projected rates, prepayments, caps and flooaskdl implied forward rates and various likely andreme interest rate scenarios can be
for EAR analysis. These likely and extreme scersacan include rapid and gradual interest rate sangpe shocks and yield curve twists.

The EAR analysis used in the following table retfethe required analysis used no less than quatignmanagement. It models00
+100, +200, +300 basis point parallel shifts in keainterest rates over the next orear period. Due to the current low level of ietrrate:
only a -100 basis point parallel shift is represdnt

The Company is within Board policy for th&00 scenario. The Company is outside of Boardcpdimits for the +100, +200, a
+300 scenarios as noted in the discussion beldve tdble below shows the results of the scenaraf 8eptember 30, 2014:

Table Net Sensitive Earnings at Risk

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

-10C +10C +20C +30C
Basis Point Change Scena -1.4% -6.7% -13.8% -21.1%
Board Policy Limits -5.C% -5.0% -10.(% -15.(%
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The EAR analysis reported at September 30, 20kelyslthat more liabilities, (primarily the overnigiederal funds purchased) tt
assets will reprice over the modeled one-year derio

IRR is a snapshot in time. The CompanyRR results vary depending on which day of thekvand timing in relation to cert:
payrolls when this snapshot is taken. The Compamyernight federal funds purchased fluctuates ahaily and weekly basis due
fluctuations in a portion of its noimterest bearing deposit base, primarily relatedagroll processing and, to a lesser extent, t@dkaty fund
flow settlement timing with the Federal Reserve BatRR was negatively affected because fiscal &4 ended on a Tuesday, wh
resulting from payroll processing timing in concerith typical early week activity, tend to neceasit a higher than average amour
overnight federal funds purchased which are typigahid down throughout the week. For perspectilie,amount of overnight federal ful
purchased on Tuesday, September 30, 2014 was ©@ér fiillion higher than the average amount of fal&nds purchased throughout
last calendar week of September 2014 and more$B@a million higher than September 204 4verage overnight borrowings. Owing to
snapshot nature of IRR, as is required by regudaiorconcert with the Comparsypredictable, weekly and monthly fluctuating depbase
the results produced by static IRR analysis arenecessarily representative of what managementBtaed of Directors, and others wo
view as the Compang’true IRR positioning. Lastly, management begaltadcost averaging its investment securities pases in Septemt
of 2014, related to upcoming seasonal increasedeposits, somewhat earlier than it historically limme to take advantage of w
management deemed attractive opportunities in thkkeh Management and the Board are aware andsiadd these typical borrowing ¢
deposit fluctuations, disciplined investment pusa® as well as the point in time nature of IRRy@igand anticipated an outcome where
Company may temporarily be outside of Board polinyits based on a snapshot analysis on Septemhe2(3@. The Company anticipa
improved 2015 IRR results based on its historiggdical noninterest bearing deposit growth from December thholarch, the addition
recently added MPS relationships, and executidtsaftrategic plans.

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

Change in Interest Income/Expens:

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

Basis Point Change Scenari Assets Assets -10C Base +10( +20( +30(
Total Loans 492,85t 25% 21,40¢ 22,19¢ 23,13 24,04 24,94;
Total Investments (hon-TEY) and other

Earning Assets 1,470,88. 75% 31,80« 32,62¢ 33,93% 35,12¢ 36,29¢
Total Interest-Sensitive Income 1,963,73! 10C% 53,211 54,82: 57,06¢ 59,16¢ 61,23¢
Total Interes-Bearing Deposit 239,82¢ 33% 581 84t 1,95 3,12¢ 4,34
Total Borrowings 487,41 67% 1,63¢ 2,23% 6,83¢ 11,44 16,04¢
Total Interest-Sensitive Expense 727,23 100(% 2,21t 3,07¢ 8,79¢ 14,567 20,39t
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The Company believes that its growing portfolionoh-interest bearing deposits provides a stable anfitggote funding vehicle and
significant competitive advantage in a rising ierrate environment as the Compangost of funds will likely remain relatively lowith les:
increase expected relative to other banks. Thepaom continues to execute its investment stratdégyrimarily purchasing NBQ municip
bonds and agency MBS, however, the Bank reviewsomppities to add diverse, high quality securitesattractive relative rates wr
opportunities present themselves. The NBQ munlidipads are tax exempt and as such have a taxaqntwyield higher than their bo
yield. The tax equivalent yield calculation for Bmunicipal bonds uses the Comp’'s cost of funds as one of its components. Witl
Company’s large volume of nanterest bearing deposits, the tax equivalent yietdhese NBQ municipal bonds is higher than ailainterrr
investment in other investment categories of simiikk and higher than most other banks can realizthe same instruments.

Under EVE analysis, the economic value of finaneisdets, liabilities and offalance sheet instruments, is derived under ede
scenario. The economic value of equity is caledlas the difference between the estimated magdeé \of assets and liabilities, net of
impact of off-balance sheet instruments.

The EVE analysis used in the following table refiethe required analysis used no less than quaittgrimanagement. It mod
immediate -100, +100, +200 and +300 basis poiralfershifts in market interest rates. Due to ¢herent low level of interest rates, only a
100 basis point parallel shift is represented.

The Company is within Board policy limits for albsis point scenarios. The table below shows theltsesf the scenario as
September 30, 2014:

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

-10C +10C +20C +30C
Basis Point Change Scena -4.4% -2.4% -7.9% -14.2%
Board Policy Limits -10.(% -10.(% -20.(% -30.(%

The EVE at risk reported at September 30, 2014wshihat as interest rates increase immediately ettemomic value of equi
position will decrease, partially due to the assz being greater than the amount of liabilities.

The following table details the economic value @éity to changes in market interest rates at Seyiter 30, 2014, for loat
investments, deposits, borrowings, and other asswlsliabilities (dollars in thousands). The as@yreflects that in a +100 scenario, t
assets are less sensitive than total liabilitiess iana +200 scenario, total assets and total Itaslhave similar sensitivities. Lastly, in a €
scenario, total assets are more sensitive thahli@dities. Investments and other earning assemntribute to sensitivity, largely due to fi;
rate securities investments. This sensitivityffsai by the nonnterest bearing deposits. Day of the week timamdiscussed previously, &
contributes to sensitivity.
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Table Economic Value Sensitivity

Change in Economic Value

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

Basis Point Change Scenario Value Assets -10C +10C +20C +30C
Total Loans 492,85t 24% 2.0% -2.9% -6.0% -8.9%
Total Investments (non-TEY) and ott

Earning Asset 1,444,08! 70% 3.9% -4.5% -9.1% -13.&%
Other Assets 113,66:¢ 6% 0.0% 0.C% 0.0% 0.C%
Assets 2,050,60! 100% 3.2% -3.9% -7.8% -11.6%
Interes-Bearing Deposit 239,82t 13% 1.7% -1.4% -2.7% -3.7%
Nonr-Interest Bearing Deposi 1,133,12 60% 7.4% -6.7% -12.8% -18.2%
Total Borrowings and Other Liabilitie: 1,875,03 27% 0.1% -0.1% -0.2% -0.3%
Liabilities 1,875,03 100% 4.5% -4.1% -7.8% -11.1%

Certain shortcomings are inherent in the methodnaflysis presented in the table. For examplepadth certain assets and liabili
may have similar maturities or periods to reprigitteey may react in different degrees to changewmarket interest rates. Also, the inte
rates on certain types of assets and liabilitieg fintuate in advance of changes in market inteiaes, while interest rates on other types
lag behind changes in market rates. AdditionalBstain assets, such as adjustable rate mortgags,lbave features that restrict chang
interest rates on a shdgrm basis and over the life of the asset. Fumlbee, although management has estimated changée ilevels c
prepayments and early withdrawal in these raterenments, such levels would likely deviate fromsfiassumed in calculating the tal
Finally, the ability of some borrowers to servibeit debt may decrease in the event of an inteaéstincrease.

Asset Quality

It is management’s belief, based on informationilalae at the end of fiscal 2014, the Compangurrent asset quality is satisfactc
At September 30, 2014, non-performing assets, stingi of impaired/nom&ccruing loans, accruing loans delinquent 90 daysnore
foreclosed real estate, and repossessed consuapariy; totaled $1.0 million, or 0.05% of total eiss compared to $0.8 million, or 0.05%
total assets, at September 30, 2013.

Non-accruing loans at September 30, 2014, totaled ®@l@n. There were $15,000 in foreclosed reabgsand repossessed asse
September 30, 2014.

The Company maintains an allowance for loan logseause it is probable that some loans may nogfeid in full. At Septemb
30, 2014, the Company had an allowance for loasel®f $5.4 million as compared to $3.9 milliorSeptember 30, 2013. Management’
periodic review of the allowance for loan lossesh&ésed on various subjective and objective factoctiding the Companyg’ past los
experience, known and inherent risks in the pddfaldverse situations that may affect the borrésvability to repay, the estimated value
any underlying collateral, and current economic ditons. While management may allocate portionsthef allowance for specifica
identified problem loan situations, the majority tbe allowance is based on judgmental factors edlab the overall loan portfolio and
available for any loan chargsfs that may occur. As stated previously, thesa be no assurance future losses will not excethasc
amounts, or that additional provisions for loanskss will not be required in future periods. Initidd, the Bank is subject to review by
OCC, which has the authority to require managertentake changes to the allowance for loan losgebsttee Company is subject to sim
review by the Federal Reserve.
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In determining the allowance for loan losses, ttmm@any specifically identifies loans it consideoshave potential collectibili
problems. Based on criteria established by ASC BEgeivables some of these loans are considered to be “ingiairdile others are n
considered to be impaired, but possess weaknesaethe Company believes merit additional analirsigstablishing the allowance for Ic
losses. All other loans are evaluated by applgistimated loss ratios to various pools of loanke Tompany then analyzes other factors (
as economic conditions) in determining the aggeegatount of the allowance needed.

At September 30, 2014, $0.7 million of the allowarfior loan losses was allocated to impaired losmesenting 11.1% of the rela
loan balances. See Note 4 of the “Notes to Cotsteld Financial Statements,” which is included amt®, Iltem 8 ‘Financial Statements a
Supplementary Data” of this Annual Report on FortaKl $0.4 million of the allowance was allocated dther identified problem lo:
situations, representing 2.7% of the related loalarices, and $4.3 million, representing 0.9% ofrdiated loan balances, was allocated t
remaining overall loan portfolio based on historicss experience and general economic conditigktsSeptember 30, 2013, $0.4 million
the allowance for loan losses was allocated to ireddoans, representing 5.9% of the related Icaares. $0.6 million was allocated to o
identified problem loan situations, and $2.9 millisvas 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 underwritind 80 promote early identification of potential plem loans. All loan officers are char
with the responsibility of risk rating all loans their portfolios and updating the ratings, poglywor negatively, on an ongoing basit
conditions warrant. A quarterly loan officer valttbn worksheet documents this process.

The level of potential problem loans is anotherdprainant factor in determining the relative levérigk in the loan portfolio and
determining the appropriate level of the allowafmeloan losses. Potential problem loans are gdiyedefined by management to incl
loans rated as substandard by management but thaha considered impaired i(e. , nonaccrual loans and accruing troubled
restructurings); however, there are circumstancesenmt to create doubt as to the ability of thedweer to comply with present repaym
terms. The decision of management to include paifa loans in potential problem loans does noessarily mean that the Company exg
losses to occur, but that management recognizaégherhdegree or risk associated with these lodftse loans that have been reporte
potential problem loans are predominantly commeérteans covering a diverse range of businessesealestate property types. At Septer
30, 2014, potential problem loans totaled $11.0ioni] compared to $5.2 million at September 30,20The $5.8 million increase in poten
problem loans since September 30, 2013, was pfimdde to a $9.2 million and $1.8 million increaisethe agricultural operating a
agricultural real estate categories, respectiwghich was offset by a decrease in the commercidlnanlti-family real estate category.

Liquidity and Capital Resources

The Company’s primary sources of funds are depolsdsrowings, principal and interest payments cankand mortgageacke:
securities, and maturing investment securities.ilé\8cheduled loan repayments and maturing invadisnare relatively predictable, dep
flows and early loan repayments are influencedneyiével of interest rates, general economic candit and competition.

The Company relies on advertising, quality custos®wice, convenient locations, and competitiveipg to attract and retain
deposits and only solicits these deposits fromprisnary market area. Based on its experience,Gbmpany believes that its consui
checking, savings, and money market accounts dativiedy stable sources of deposits. The Comparafility to attract and retain tit
deposits has been, and will continue to be, aftebtemarket conditions. However, the Company dusdoresee any significant retail fund
issues resulting from the sensitivity of time defso® such market factors.
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The Company is aware that the low- andoost checking deposits generated through MPS maly aagreater degree of concentra
risk than traditional consumer checking deposite.date, the Company has not experienced any &ignifnet outflows related to MPS, thoi
no assurance can be given that this will contiouget the case.

The Bank is required by regulation to maintain isight liquidity to assure its safe and sound ofiena In the opinion c
management, the Bank is in compliance with thisiiregnent.

Liquidity management is both a daily and long-tefunction of the Compang’ management strategy. The Company adjus
investments in liquid assets based upon managesnasgessment of (i) expected loan demand, (iiptbgected availability of purchased Ic
products, (iii) expected deposit flows, (iv) yieldgailable on interediearing deposits, and (v) the objectives of ite#ksbility manageme
program. Excess liquidity is generally investedhierest-earning overnight deposits and othertdleom government agency or instrumenti
obligations. If the Company requires funds beydadbility to generate them internally, it has #giddal borrowing capacity with the FHL
and other wholesale funding sources. The Compampi aware of any significant trends in the Conypmtiquidity or its ability to borro
additional funds if needed.

The Company filed a shelf registration statemenForm S-3 (the “Shelf Registrationijith the Securities and Exchange Commis
which became effective in June 2013 and continodseteffective as of the date of this Annual Rep@ursuant to the Shelf Registration,
Company may issue and sell debt securities, constark, preferred stock, depositary shares, warmamisunits, or any combination of s
securities, from time to time in one or more offigs, up to an aggregate amount of $40 million.nFdoine through August 2013, the Comg
offered and sold shares of common stock registenetér the Shelf Registration in an “at the markétring” in which the Company rais
proceeds of approximately $13.9 million. The Compeaxpects to use the Shelf Registration to isslditianal equity or debt capital from tit
to time in the future. As of the date hereof, @@mpany has approximately $26.1 million remainimgilable under the Shelf Registrationn
addition to the availability of the shelf registaat, the Board of Directors may determine from titogime to issue additional equity or d
securities to support our business and enhanceapital levels.

The primary investing activities of the Company #re origination and purchase of loans and thehase of securities. During 1
years ended September 30, 2014, 2013 and 201X dhgany originated loans totaling $472.4 millior30%.0 million, and $1.0 billiol
respectively. In fiscal 2012, most of these lommse sold without recourse after origination. MPases of loans totaled $0.3 million, §
million and, $7.7 million during the years endegt®enber 30, 2014, 2013 and 2012, respectively.inQuhe years ended September 30, 2
2013 and 2012, the Company purchased mortpagked securities and other securities in the amou$506.5 million, $514.8 million a
$1.4 billion, respectively. Of these purchase20ti4 and 2013, $15.1 million were securities desiggh as held to maturity.

At September 30, 2014, the Company had unfunded doanmitments of $96.0 million. See Note 15 to ‘thetes to Consolidat
Financial Statements,” which is included in Partitdm 8 “Financial Statements and SupplementangDaf this Annual Report on Form 10-
K. Certificates of deposit scheduled to matureme year or less from September 30, 2014, totaléX6.$ million. Based on its histori
experience, management believes that a signifjpartion of such deposits will remain with the Compahowever, there can be no assur.
that the Company can retain all such deposits. agament believes that loan repayment and othecaswaf funds will be adequate to meet
Company’s foreseeable short- and long-term liquidéeds.
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The following table summarizes the Company’s sigaiit contractual obligations at September 30, Zdbdlars in thousands):

Contractual Obligations Total Lessthan 1 yea 1to3years 3tobyears More than5 year:
Time deposit: $ 13455 $ 106,07¢ $ 2357. $ 490¢ $ =
Long-term debt 7,00( - - 5,00( 2,00(
Shor-term debit 480,41: 480,41: = z z
Operating lease 18,81¢ 1,21¢ 2,44¢ 2,021 13,13t
Subordinate debentur

Issued to capital tru: 10,31( - - - 10,31(
Data processing services 29,11¢ 2,754 5,692 5,38¢ 15,28¢

Total $ 680,20¢ $ 590,46: $ 31,707 $ 17,30¢ $ 40,73:

During July 2001, the Comparsy'unconsolidated trust subsidiary, First Midwestalicial Capital Trust I, sold $10.3 million
floating rate cumulative preferred securities. deeds from the sale were used to purchase subtedidebentures of the Company, wil
mature in 2031, and are redeemable at any time fafeeyears. The capital securities are requiretie redeemed on July 25, 2031; howe
the Company has the option to redeem them earliee Company used the proceeds for general comptaposes. See Note 10 to tiNotes
to Consolidated Financial Statements,” which iduded in Part Il, ltem 8 “Financial Statements éupplementary Datadf this Annua
Report on Form 10-K.

The Company and the Bank met regulatory requiresnfemtclassification as wetlapitalized institutions at September 30, 2014e
Note 14 to the“Notes to Consolidated Financial Statements,” whilincluded in Part II, Item 8Financial Statements and Supplemer
Data” of this Annual Report on Form 10-K.

The payment of dividends and repurchase of shaasstime effect of reducing stockholdeexjuity. Prior to authorizing su
transactions, the Board of Directors considersetfiect the dividend or repurchase of shares woualdehon liquidity and regulatory cap
ratios. Further, pursuant to the terms of the €oh©rder, the Company must seek the approval efFdderal Reserve prior to decla
dividends or capital distributions, or redeemingporchasing Company equity stock.

The Board of Directors approved a goal, reflecteds capital plan, for the Bank to stay at or abaw 8% Tier 1 capital to adjus
total assets ratio during fiscal 2015. While maragnt expects the Bank to meet this goal, if Isflo do so materially it could be subjec
additional regulatory restrictions or requirements.

The Board of Directors is also mindful of new capitules that will increase bank and holding conypaapital requirements a
liquidity requirements. No assurance can be gitem our regulators will consider our liquidity ky or our capital level, though substanti
in excess of current rules pursuant to which wecaresidered “well-capitalized, to be sufficientligh in the future.

Off-Balance Sheet Financing Arrangements
For discussion of the Company’s off-balance shémdnting arrangements, see Note 15 Biotes to Consolidated Financ
Statements,” which is included in Part II, Item Birfancial Statements and Supplementary Data” & #nnual Report on Form 1K-

Depending on the extent to which the commitmentsamtingencies described in Note 15 occur, thecefd@ the Companyg’ capital and n
income could be significant.
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Impact of Inflation and Changing Prices

The Consolidated Financial Statements and Notestth@resented in this Annual Report have beenapeepin accordance with U
GAAP, which require the measurement of financiaippon and operating results in terms of historiallars without considering the chang
the relative purchasing power of money over time ¢ inflation. The primary impact of inflation ieflected in the increased cost of
Companys operations. Unlike most industrial companieguwily all the assets and liabilities of the Compare monetary in nature. A
result, interest rates generally have a more saamif impact on a financial institution’performance than do the effects of general leot
inflation. Interest rates do not necessarily miovihe same direction, or to the same extent, @aptites of goods and services.

Impact of New Accounting Standards
See Note 1 to the Consolidated Financial Statenfentaformation regarding recently issued accaugipronouncements.

ltem 7A. Quantitative and Qualitative DisclosuresAbout Market Risk

As stated above, the Company derives a portiorisoincome from the excess of interest collected avierest paid. The rates
interest the Company earns on assets and payslilities generally are established contractuadlyd period of time. Market interest re
change over time. Accordingly, the Companyésults of operations, like those of most finahaistitutions, are impacted by change
interest rates and the interest rate sensitivititsofssets and liabilities. The risk associatéth whanges in interest rates and the Compsany
ability to adapt to these changes is known asestente risk and is the Company’s only significamarket” risk.

The Company monitors and measures its exposurehdoges in interest rates in order to comply witlpligpble governme
regulations and risk policies established by tharBmf Directors, and in order to preserve stoatbolalue. In monitoring interest rate r
the Company analyzes assets and liabilities basedharacteristics including size, coupon rate, icépy frequency, maturity date, &
likelihood of prepayment.

If the Company’s assets mature or reprice moredhapir to a greater extent th@s liabilities, then economic value of equity amel
interest income would tend to increase during priof rising rates and decrease during periodslbhd interest rates. Conversely, if
Companys assets mature or reprice more slowly or to a&tesstent than its liabilities, then economic vatdeequity and net interest inco
would tend to decrease during periods of risingrest rates and increase during periods of failiteyest rates.

The Company currently focuses lending efforts talvariginating and purchasing competitively pricefjustable-rate and fixedxte
loan products with short to intermediate terms taturity, generally five years or less. This théioadly allows the Company to maintail
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 Companys primary objective for its investment portfoliotis provide a source of liquidity for the Compani addition, th
investment portfolio may be used in the manageroftite Companys interest rate risk profile. The investment polienerally calls for func
to be invested among various categories of sectyqitys and maturities based upon the Comsangéd for liquidity, desire to achieve a pr«
balance between minimizing risk while maximizingeld, the need to provide collateral for borrowingsd to fulfill the Company
asset/liability management goals.
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The Company’s cost of funds responds to chang@#ténest rates due to the relatively shierm nature of its deposit portfolio, ¢
due to the relatively short-term nature of its bared funds. The Company believes that its growingfolio of low- or noeost deposi
provides a stable and profitable funding vehiclg, dso subjects the Company to greater risk @lm§ interest rate environment than it wc
otherwise have without this portfolio. This riskdue to the fact that, while asset yields mayeabesw in a falling interest rate environment
Company cannot significantly reduce interest c@stsociated with these deposits, which thereby cessps the Comparsy/'net intere:
margin. As a result of the Compaasyihterest rate risk exposure in this regard, tbm@any has elected not to enter in to any new loteyer
wholesale borrowings, and generally has not emphddonger term time deposit products.

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

to which management adheres. There can be noaassyrhowever, that, in the event of an adversagehin interest rates, the Company’
efforts to limit interest rate risk will be succésds
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KPMG LLP

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

Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidatednséates of financial condition of Meta Financial Gpounc. and subsidiaries (the Compe
as of September 30, 2014 and 2013, and the reletedolidated statements of operations, comprehensivgome (loss), changes

stockholders’ equity, and cash flows for each & ytears in the thregear period ended September 30, 2014. These cdasadi financic

statements are the responsibility of the Compamganagement. Our responsibility is to express @nian on these consolidated finan
statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digdg in the financial statements. An @
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteereferred to above present fairly, in all materespects, the financial position of M
Financial Group, Inc. and subsidiaries as of Sep&r0, 2014 and 2013, and the results of theiratipss and their cash flows for each of

years in the thre-year period ended September 30, 2014, in conforwitty U.S. generally accepted accounting principles

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@dnited States), Meta Financ
Group, Inc.’s internal control over financial refing as of September 30, 2014, based on critetabkshed inInternal Control —Integratec
Framework (1992) issued by the Committee of Sponsoring Organizatiohshe Treadway Commission (COSO), and our replaitec
December 12, 2014 expressed an unqualified opimiotine effectiveness of the Company’s internal mmiver financial reporting.

/sl KPMG LLP

Des Moines, lowi
December 12, 201
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(Dollars in Thousands, Except Share and Per Shar&) D

ASSETS September 30, 201 September 30, 201
Cash and cash equivalel $ 29,83. $ 40,06:
Investment securities available for s 482,34t 299,82:
Mortgagebacked securities available for s 657,87( 581,37:
Investment securities held to matut 212,89¢ 211,09¢
Mortgagebacked securities held to matur 70,03¢ 76,927
Loans receivable - net of allowance for loan los¥e®5,397 at September 30, 2014 and $3,93C

September 30, 201 493,00° 380,42¢
Federal Home Loan Bank stock, at ¢ 21,24¢ 9,99/
Accrued interest receivab 11,22 8,58
Insurance receivab 26¢ 40C
Premises, furniture, and equipment, 16,46: 17,66¢
Bank-owned life insuranc 35,46¢ 33,83(
Foreclosed real estate and repossessed 15 11€
Intangible asset 2,58¢ 2,33¢
MPS accounts receivak 3,93t 3,70
Assets held for sal - 1,12(
Other assets 16,83¢ 24,52

Total assets $ 2,054,03. $ 1,691,98!
LIABILITIES AND STOCKHOLDERS ' EQUITY
LIABILITIES
Nonr-interes-bearing checkin $ 1,126,71' $ 1,086,25!
Interes-bearing checkini 37,18¢ 31,18
Savings deposil 27,61( 26,22¢
Money market deposi 40,47¢ 40,01¢
Time certificates of deposit 134,55: 131,59¢

Total deposits 1,366,54. 1,315,28.
Advances from Federal Home Loan Bz 7,00( 7,00(
Federal funds purchas 470,00( 190,00(
Securities sold under agreements to repurc 10,41 9,14¢
Subordinated debentur 10,31¢( 10,31(
Accrued interest payab 31¢ 291
Contingent liability 331 331
Accrued expenses and other liabilities 14,31¢ 16,64<

Total liabilities 1,879,22! 1,549,00!
COMMITMENTS AND CONTINGENCIES
STOCKHOLDERS' EQUITY
Preferred stock, 3,000,000 shares authorized, aeshissued or outstanding at September 30,

and 2013, respective - -
Common stock, $.01 par value; 10,000,000 sharémened, 6,213,979 and 6,132,744 shares

issued, 6,169,604 and 6,070,654 shares outstaatidgptember 30, 2014 and 2013, respect 62 61
Additional paic-in capital 95,07¢ 92,96:
Retained earning 83,79: 71,26¢
Accumulated other comprehensive income (li (3,409 (20,28¢)
Treasury stock, 44,375 and 62,090 common sharessgtat September 30, 2014and 2013,

respectively (727) (1,029

Total stockholders’ equity 174,80:. 142,98«

Total liabilities and stockholders’ equity $ 2,054,03 $ 1,691,98!

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 Shar&) D

For the Years Ended September 30,

2014 2013 2012
Interest and dividend incom
Loans receivable, including fe $ 19,67: $ 16,15. $ 18,05¢
Mortgagebacked securitie 15,34: 11,90( 16,13
Other investments 13,64 10,92¢ 3,10¢
48,66( 38,97¢ 37,29:
Interest expenst
Deposits 96¢ 1,28( 2,20¢
FHLB advances and other borrowings 1,43: 1,67¢ 1,35¢
2,39¢ 2,95¢ 3,56:
Net interest income 46,26: 36,02: 33,73¢
Provision for loan losses 1,15C - 1,04¢
Net interest income after provision for loan losse 45,11 36,02: 32,68
Nonr-interest income
Card fees 48,73¢ 50,79( 53,22(
Bank-owned life insurance incor 1,13¢ 99¢ 511
Loan fees 981 86¢ 1,19(
Deposit fee: 61€ 632 61€
Gain (loss) on sale of securities available foe saét(Includes $107, $2,546, and $13,
reclassified from accumulated other comprehensigeme (loss) for net gains on
available for sale securities for the fiscal yeaded September 30, 2014, 2013and 2
respectively’ 107 2,54¢ 13,75¢
Gain (loss) on foreclosed real est (93 (26¢) (39
Other income (loss) 25C (63) 32C
Total non-interest income 51,73¢ 55,50! 69,57+
Nor-interest expenst
Compensation and benef 38,15¢ 34,10¢ 31,10«
Card processing expen 15,48 15,58¢ 17,37:
Occupancy and equipment expe 8,97¢ 8,47¢ 8,48¢
Legal and consulting expen 4,14¢ 4,04¢ 5,25¢
Data processing expen 1,31¢ 1,22¢ 1,141
Marketing 1,03¢ 981 1,04
Impairment on assets held for s - 58¢ -
Other expense 9,11¢ 9,38¢ 11,05«
Total non-interest expense 78,23 74,40: 75,46:
Income before income tax expense 18,61¢ 17,12 26,79¢
Income tax expense (Includes $39, $924 and $5riGime tax expense reclassified fr
accumulated other comprehensive income (losshiofiscal year ended September
2014, 2013 and 2012, respectively) 2,90¢ 3,704 9,68
Net income $ 15,71¢  $ 13,41¢ $ 17,11
Earnings per common share
Basic $ 257 $ 24C $ 4.9¢
Diluted $ 25 % 23t $ 4.92

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

For the Years Ended September 30,

2014 2013 2012

Net income $ 15,71 $ 13,41¢ $ 17,11
Other comprehensive incorr

Change in net unrealized gain (loss) on secul 26,79( (44,307 17,28(

Losses (gains) realized in net income (107) (2,54¢€) (13,759

26,68: (46,847 3,52t

Deferred income tax effect 9,801 (18,049 1,34¢

Total other comprehensive income (loss) 16,87¢ (28,799 2,171

Total comprehensive income (loss) $ 32,58¢ $ (15,380 $ 19,29:

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, 2012, 2013 andl20

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

Accumulated

Other
Additional Comprehensive Total
Common Paid-in Retainec (Loss) Treasury Stockholders’
Stock Capital Earnings Net of Tax Stock Equity

Balance, September 30, 20 $ 34 $ 32,47. $ 45,49 $ 6,33¢ $ (3,75¢) $ 80,57:
Cash dividends declared on commor

stock ($.52 per shar - - (1,837 - - (1,837
Issuance of common shares from the

sales of equity securitie 22 45,99¢ - - - 46,02:
Issuance of 19,669 common shares 1

treasury stock due to exercise of st

options - 272 - - 1,50 1,77¢
Stock compensatia - 27 - - - 27
Change in net unrealized gains on

securities available for sale, r - - - 2,17 - 2,17
Net income - - 17,11¢ - - 17,11
Balance, September 30, 201 $ 56 $ 78,76¢ $ 60,77¢ $ 8,61 $ (2,255 $ 145,85¢
Balance, September 30, 20 $ 56 $ 78,76¢ $ 60,77¢ $ 8,61 $ (2,255 $ 145,85¢
Cash dividends declared on commor

stock ($0.52 per shar - - (2,92¢6) - - (2,92¢)
Issuance of common shares from the

sales of equity securitie 5 12,71 - - - 12,71¢
Issuance of common shares from

treasury stock due to exercise of st

options - 1,31¢ - - 1,23: 2,54¢
Stock compensatic - 16& - - - 16&
Net change in unrealized losses

securities, net of income tax - - - (28,799 - (28,799
Net income - - 13,41¢ - - 13,41¢
Balance, September 30, 201 $ 61 $ 92,96! $ 71,26¢ $ (20,28°) $ (1,029) $ 142,98:
Balance, September 30, 20 $ 61 $ 92,96: $ 71,26¢ $ (20,28°) $ (1,029 $ 142,98:
Cash dividends declared on commor

stock ($0.52 per shar - - (3,189 - - (3,189
Issuance of common shares from the

sales of equity securitie 1 (52 - - - (571)

Issuance of common shares due to
exercise of stock options a



restricted stock unit - 2,08( - - 29¢ 2,37¢
Stock compensatic - 88 - - - 88
Net change in unrealized losses

securities, net of income tax - - - 16,87¢ - 16,87¢
Net income - - 15,71 - - 15,71
Balance, September 30, 201 $ 62 95,07¢ $ 83,797 $ (3,409 $ (727) $ 174,80.

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 30,

2014 2013 2012

Cash flows from operating activities:

Net income $ 15,71¢  $ 13,41¢ $ 17,11
Adjustments to reconcile net income to net caskigea by (used in) operating activitit

Depreciation, amortization and accretion, 18,141 21,10« 20,34¢
Disbursement of nc-real estate consumer loans originated for - - (621,28
Proceeds from sale of n-real estate consumer log - - 623,46!
Proceeds from sale 0-4 family residential mortgage loa - - 36¢
Loss (gain) on sale of loa - - 7
Provision (recovery) for loan loss 1,15C - 1,04¢
Provision (recovery) for deferred tax (2,759 (395) 98¢
Gain on sale of investments available for sale (107) (2,546 (13,759
(Gain) loss on other asst 50 577 (2,019
Net change in accrued interest receiv (2,640 (1,872 (2,577)
Impairment on assets held for s - 58¢ -
Net change in other assi (2,446 (10,879 4,65:
Net change in accrued interest paye 27 114 (46)
Net change in accrued expenses and other liabilitie (2,326) (43,189 50,67+
Net cash provided by (used in) operating activities 25,81 (23,069 79,99(

Cash flows from investing activities:
Purchase of securities available for ¢ (491,416 (505,867 (1,393,84)
Proceeds from sales of securities available fa 166,80« 209,17: 678,83.
Proceeds from maturities and principal repaymehggcourities available for sa 81,75¢ 187,24! 217,98t
Purchase of securities held to matu (15,1717 (8,94¢) -
Proceeds from maturities and principal repaymehggcourities held to maturit 16,80: 3,831 -
Purchase of barowned life insuranc (500 (18,000 -
Loans purchase (343 (4,699 (7,699
Loans solc (12,74° (19,927 (16,740
Net change in loans receival (101,639 (28,82¢) 5,011
Proceeds from sales of foreclosed real e: 8 47¢ 4,941
Federal Home Loan Bank stock purche (445,97) (414,83) (122,189
Federal Home Loan Bank stock redempti 434,72 406,95¢ 124,80t
Proceeds from the sale of premises and equip 1,17¢ - 25
Purchase of premises and equipn (2,329 (5,262) (4,127
Other, net - - (1,347)
Net cash provided by (used in) investing activities (367,796 (198,66() (514,34

Cash flows from financing activities:
Net change in checking, savings, and money masabsits 48,30 (96,959 253,97.
Net change in time depos 2,95¢ 32,44: (15,799
Repayment of FHLB and other borrowir - (4,000 -
Proceeds from federal funds purcha 280,00( 190,00( -
Net change in securities sold under agreementptarchas: 1,26t (17,259 18,34¢
Cash dividends pai (3,189 (2,926 (1,839
Stock compensatic 88 16E 27
Proceeds from issuance of common sl 2,32¢ 15,26¢ 47,79¢
Other, net - - -
Net cash provided by (used in) financing activitie 331,75: 116,74( 302,51(
Net change in cash and cash equivalen (10,23) (104,989 (131,84
Cash and cash equivalents at beginning of year 40,06: 145,05: 276,89.
Cash and cash equivalents at end of year $ 29,83: $ 40,06 $ 145,05:
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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 30,

2014 2013 2012
Supplemental disclosure of cash flow informatior
Cash paid during the year f
Interest $ 2,371 $ 2,84C $ 3,60¢
Income taxe: 4,45] 3,761 8,42¢
Franchise taxe 10¢ 70 54
Supplemental disclosure of no-cash investing and financing activities
Net loans transferred to foreclosed real et $ - % 165 $ 3,24
Assets transferred to held for s $ - $ 1,70¢ $ =
Securities transferred from available for saleatwiiio maturity $ - % 282,19 $ -

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 ttemants of Meta Financial Group, Inc. (the “Compgang unitary savings and lo
holding company located in Sioux Falls, South Dakeind its wholly-owned subsidiaries which inclidetaBank (the “Bank™)a federall
chartered savings bank whose primary federal réguia the Office of the Comptroller of the Currgrand First Services Financial Limit
which offered noninsured investment products and digsolved on December 3, 2013. The Company @lsts 100% of First Midwe
Financial Capital Trust | (the “Trust”which was formed in July 2001 for the purpose stiisg trust preferred securities. The Trust is
included in the consolidated financial statemefithe Company. All significant intercompany balee@nd transactions have been eliminatec

NATURE OF BUSINESS AND INDUSTRY SEGMENT INFORMATION

The primary source of income relates to paymentgssing services for prepaid debit cards, ATM spsigp, and other mon
transfer systems and services. Additionally, aificant source of income for the Company is ins¢rieom the purchase or origination
consumer, commercial, agricultural, commercial essthte, and residential real estate loans. CHmepany accepts deposits from custome
the normal course of business primarily in northveesl central lowa and eastern South Dakota aral metional basis for the MPS divisic
The Company operates in the banking industry, whimtounts for the majority of its revenues andtasséhe Company uses thmdnageme
approachfor reporting information about segments in anrara interim financial statements. The managemgptoach is based on the v
the chief operating decisiamaker organizes segments within a company for ngadperating decisions and assessing performaneporibli
segments are based on products and services, gbeggtagal structure, management structure andoéimgr manner in which managernr
disaggregates a company. Based on the managemertaah model, the Company has determined thdiusiness is comprised of t
reporting segments.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of consolidated financial stateméntconformity with U.S. GAAP requires managememtmake estimates a
assumptions that affect the reported amounts atsskabilities and disclosure of contingent assetd liabilities at the date of the finan
statements and the reported amounts of revenuexgehses during the reporting period. Actual testbuld differ from those estimate
Certain significant estimates include the allowafmeloan losses, the valuation of intangible assetd the fair values of securities and ¢
financial instruments. These estimates are revddwemanagement regularly; however, they are pdaity susceptible to significant chan
in the 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 interdéstaring deposits in other financial institutionthe Company reports cash flows net for custt
loan transactions, securities purchased under emgmteto resell, federal funds purchased, depasisactions, securities sold under agreer
to repurchase, and FHLB advances with terms lems 9 days. The Bank is required to maintain k&sbalances in cash or on deposit
the FRB, based on a percentage of deposits. Takdbthose reserve balances was $8.3 million hd million at September 30, 2014
2013, respectively. The Company at times mainthalances in excess of insured limits at variooarftial institutions including the FHL
the FRB, and other private institutions. At Sepdtem30, 2014, the Company had no interest bearampgits held at the FHLB and $
million in interest bearing deposits held at theBFRAt September 30, 2014, the Company had no &dends sold. The Company does
believe these instruments carry a significant aékoss, but cannot provide assurances that n@sossuld occur if these institutions wer
become insolvent.
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SECURITIES

GAAP require that, at acquisition, an enterprisessify debt securities into one of three categoAeailable for Sale (“AFS”)Held tc
Maturity (“HTM") or trading. AFS securities are carried at fair ean the consolidated statements of financial ¢amdiand unrealize
holding gains and losses are excluded from earramgisrecognized as a separate component of equagdumulated other comprehen:
income (“AOCI"). HTM debt securities are measuredcamortized cost. Both AFS and HTM are subjectaaaw for other-thariemporar
impairment. Meta Financial has no trading secugitie

The Company classifies the majority of its secesitas AFS. AFS securities are those the Compagydecde to sell if needed |
liquidity, assetiability management or other reasons. During2B&3 fiscal year, the Company reclassified a portibits securities portfol
from the AFS to the HTM category. The reclassiima was made to better reflect the revised interstiof the Company to maintain th
securities in its portfolio; in response to thegudial impact on tangible book value should interages rise, due to the mark to market on 1
bonds; and to mitigate possible negative impactstomegulatory capital under the proposed Dédark and Basel Il capital guidelin
whereby unrealized losses on AFS securities coatmbime a direct deduction from regulatory capitlibsequent to the reclassification
prior to June 30, 2013, the Basel Il Accord wamlized and clarified that unrealized losses andsgan securities will not affect regulat
capital for those companies that opt out of thesiregnent, which the Company intends to do.

Gains and losses on the sale of securities arendietd using the specific identification method dza®n amortized cost and
reflected in results of operations at the time alés Interest and dividend income, adjusted byréimation of purchase premium or discc
over the estimated life of the security using #heel yield method, is included in income as earned.

The fair values of securities available for sake determined by obtaining quoted prices on natipmatognized securities exchan
(Level 1 inputs), or based upon quoted prices fmilar instruments in active markets, quoted prié@sidentical or similar instruments
markets that are not active and model based vatluaéchniques for which significant assumptions awservable in the market (Leve
inputs). The Company considers these valuatiopplEd by a third party provider which utilizes seal sources for valuing fixeidcome
securities. Sources utilized by the third partgvider include pricing models that vary based bseaslass and include available trade, bid
other market information. This methodology inclsdeoker quotes, proprietary models, descriptivenseand conditions databases, as we
extensive quality control programs.

Securities Impairment

Management continually monitors the investment stes portfolio for impairment on a security bycseity basis and has a proces
place to identify securities that could potentidigve a credit impairment that is other-thamporary. This process involves the consider
of the length of time and extent to which the faitue has been less than the amortized cost bagisy of available information regarding
financial position of the issuer, monitoring theimg of the security, monitoring changes in valoash flow projections, and the Company’
intent to sell a security or whether it is moreslikthan not the Company will be required to sedl security before the recovery of its amort
cost which, in some cases, may extend to matufitythe extent the Company determines that a dgdsrileemed to be other-théemporarily
impaired, an impairment loss is recognized. If @@mpany intends to sell a security or it is mdkely than not that the Company would
required to sell a security before the recovenyjtefamortized cost, the Company recognizes an dtteartemporary impairment for tl
difference between amortized cost and fair valilieghe Company does not expect to recover the amsaitcost basis, does not plan to sel
security and if it is not more likely than not tilaé Company would be required to sell the seclnétypre the recovery of its amortized cost
recognition of the other-thatemporary impairment is bifurcated. For those gées, the Company separates the total impairrivéota credi
loss component recognized in net income, and theuatrof the loss related to other factors is reczaghin other comprehensive income, ne
taxes.
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The amount of the credit loss component of a debtisty impairment is estimated as the differenesvieen amortized cost and
present value of the expected cash flows of tharggc The present value is determined using gt lpstimate of cash flows discounted a
effective interest rate implicit to the securitythé date of purchase or the current yield to decaa assetsacked or floating rate security.
fiscal 2014, 2013 and 2012, there was no other-teaxporary impairment recorded.

LOANS RECEIVABLE

Loans receivable which management has the intehahitity to hold for the foreseeable future oriumtaturity or payeff are reporte
at their outstanding principal balances reducethbyallowance for loan losses and any deferreddeessts on originated loans.

Interest income on loans is accrued over the tefrthen loans based upon the amount of principaltant8ng except when seric
doubt exists as to the collectibility of a loan,vihich case the accrual of interest is discontinukderest income is subsequently recogr
only to the extent that cash payments are recaingitl in management’ judgment, the borrower has demonstrated a cadiability to mak
contractual interest and principal payments, inclvltase the loan is returned to 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 Compang’ongoing risk management practices, managememjgits to work with borrowers when necessary tore
or modify loan terms to better align with their nt ability to repay. Extensions and modificatido loans are made in accordance
internal policies and guidelines which conform égulatory guidance. Each occurrence is uniquaadibrrower and is evaluated separal
In a situation where an economic concession has ¢eted to a borrower that is experiencing fimardifficulty, the Company identifies a
reports that loan as a troubled debt restructufilPR”). Management considers regulatory guidelines whetnuetaring loans to ensure tl
prudent lending practices are followed. As suckglifjcation criteria and payment terms consider blorrowers current and prospective abi
to comply with the modified terms of the loan. Atdthally, the Company structures loan modificasowith 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 deterngimithether a modification meets the criteria of gegnTDR. For such purposes, evide
which may indicate that a borrower is troubled uels, among other factors, the borrower’'s defanltebt, the borrowes’ declaration ¢
bankruptcy or preparation for the declaration afkraptcy, the borrower’s forecast that ensfyecific cash flows will be insufficient to serv
the related debt, or the borroweiihability to obtain funds from sources other theisting creditors at an effective interest ragea to thi
current market interest rate for similar debt feramtroubled debtor. If a borrower is determined tdreebled based on such factors or sin
evidence, a concession will be deemed to have pesmted if a modification of the terms of the debturred that management would
otherwise consider. Such concessions may incl®ng other modifications, a reduction of the stat¢erest for the remaining original |
of the debt, an extension of the maturity date steged interest rate lower than the current maeketfor new debt with similar risk, a reduc
of accrued interest, or a reduction of the face@mor maturity amount of the debt.
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Loans that are reported as TDRs apply the identidétria in the determination of whether the logtmould be accruing or r
accruing. The event of classifying the loan asDRTdue to a modification of terms may be indepehdem the determination of accrui
interest on a loan.

Generally, when a loan becomes delinquent 90 daysave 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 acantedest income on the loan will be charged taen
income. The loan will remain on a nacerual status until the loan becomes current asddemonstrated a sustained period of satisfe
performance.

MORTGAGE SERVICING AND TRANSFERS OF FINANCIAL ASSET S

The Company, from time to time, sells whole loand bban participations, generally without recour§ald loans are not includec
the consolidated financial statements. The Bamlegdly retains the right to service the sold loforsa fee. At September 30, 2014 and 2
the Bank was servicing loans for others with aggreginpaid principal balances of $22.5 million &id.3 million, respectively.

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses represents managé&restimate of probable loan losses which have eemred as of the date of 1
consolidated financial statements. The allowancédan losses is increased by a provision for loases charged to expense and decreas
charge-offs (net of recoveries). Estimating tts& 0f loss and the amount of loss on any loan ¢es&arily subjective. Managemengeriodi
evaluation of the appropriateness of the allowaiscbased on the Compasypast loan loss experience, known and inhereks iiis the
portfolio, adverse situations that may affect tlmrbwer’s ability to repay, the estimated value of any ulyiteg collateral, and curre
economic conditions. While management may peralljicallocate portions of the allowance for specifiroblem loan situations, the en
allowance is available for any loan charge-offs twur.

Loans are considered impaired if full principalioterest payments are not probable in accordante tvé contractual loan tern
Impaired loans are carried at the present valuexpécted future cash flows discounted at the baffective interest rate or at the fair valu
the collateral if the loan is collateral dependeAtportion of the allowance for loan losses i®edted to impaired loans if the value of ¢
loans is deemed to be less than the unpaid balance.

The allowance consists of specific, general, arallocated components. The specific componentaglat impaired loans. For st
loans, an allowance is established when the digedurash flows (or collateral value or observabégkat price) of the impaired loan is lo
than the carrying value of that loan. The geneasmhponent covers loans not considered impairedisdsed on historical loss experie
adjusted for qualitative factors. An unallocateanponent is maintained to cover uncertainties tdoald affect managemest'estimate «
probable losses. The unallocated component cditberance reflects the margin of imprecision iniméri@ the underlying assumptions use
the methodologies for estimating specific and galnesses in the portfolio.
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Smallerbalance homogenous loans are collectively evaluldedmpairment. Such loans include residentiastfimortgage loai
secured by one-tteur family residences, residential constructiomns, and automobile, manufactured homes, homeyequii secor
mortgage loans. Commercial and agricultural loams$ mortgage loans secured by other properties\aieated individually for impairmer
When analysis of borrower operating results andrfaial condition indicates that underlying castwBoof the borrowes business are r
adequate to meet its debt service requirementsjothe is evaluated for impairment. Often this $sariated with a delay or shortfall
payments of 90 days or more. Nacerual loans and all troubled debt restructuriags considered impaired. Impaired loans, or pos
thereof, are charged off when deemed uncollectible.

FORECLOSED REAL ESTATE AND REPOSSESSED ASSETS

Real estate properties and repossessed assetsedctjubugh, or in lieu of, loan foreclosure ariafly recorded at fair value le
selling costs at the date of foreclosure, estaiplish new cost basis. Any reduction to fair véiuen the carrying value of the related loa
the time of acquisition is accounted for as a lmss and charged against the allowance for loaseksValuations are periodically perforr
by management and valuation allowances are inaleiseugh a charge to income for reductions in¥alue or increases in estimated se
costs.

INCOME TAXES

The Company records income tax expense based @mntbant of taxes due on its tax return plus defetages computed based on
expected future tax consequences of temporaryreiftes between the carrying amounts and tax b&sssets and liabilities, using enactec
rates. Deferred tax assets are reduced by a i@iugtowance when, in the opinion of managemerns, inore likely than not that some pori
or all of the deferred tax assets will not be wsli

In accordance with ASC 74hcome Taxesthe Company recognizes a tax position as a eoff if it is more likely than not th
the tax position would be sustained in a tax exaftron, with a tax examination being presumed taocdhe amount recognized is the lar
amount of tax benefit that is greater than 50%yikeé being realized upon examination. For taxifjogs not meeting the more likely than
test, no tax benefit is recorded. The Companygeizes interest and/or penalties related to inctamenatters in income tax expense.

PREMISES, FURNITURE, AND EQUIPMENT

Land is carried at cost. Buildings, furniture,tfires, leasehold improvements and equipment argedaat cost, less accumula
depreciation and amortization computed principbilyusing the straightne method over the estimated useful lives ofdhsets, which ran
from 10 to 40 years for buildings, and 2 to 15 gefar leasehold improvements, and for furniturgtufies and equipment. These asset
reviewed for impairment when events indicate theyilag amount may not be recoverable.

TRANSFERS OF FINANCIAL ASSETS
Transfers of financial assets are accounted faadess when control over the assets has been sarsghdControl over transferi
assets is deemed to be surrendered when (1) taes dss/e been legally isolated from the Companyth@ transferee obtains the right (fre

conditions that constrain it from taking advantajethat right) to pledge or exchange the transteassets, and (3) the Company doe:
maintain effective control over the transferredeésshrough an agreement to repurchase them bibfirematurity.
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BANK-OWNED LIFE INSURANCE

Bank-owned life insurance represents the cash surreradee of investments in life insurance contradiarnings on the contracts
based on the earnings on the cash surrender Vadsemortality costs.

EMPLOYEE STOCK OWNERSHIP PLAN (“ESOP”)

The cost of shares issued to the ESOP, but naaligetated to participants, are presented in thesa@liatated statements of financ
condition as a reduction of stockholdeesjuity. Compensation expense is recorded basethemarket price of the shares as they
committed to be released for allocation to partinipaccounts. The difference between the market and the cost of shares committed t
released is recorded as an adjustment to additpaidin capital. Dividends on allocated ESOP sharegererded as a reduction of retai
earnings. Dividends on unallocated shares are tesedduce the accrued interest and principal amotithe ESORS loan payable to tl
Company. At September 30, 2014 and 2013, all shiarthe ESOP were allocated.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

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

INTANGIBLE ASSETS

Intangible assets other than goodwill are amortizedl intangible assets are subject to an impaintrtest at least annually or m
often if conditions indicate a possible impairment.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities undeeements to repurchase with primary dealers omlyich provide for th
repurchase of the same security. Securities suléragreements to repurchase identical secusiteesollateralized by assets which are he
safekeeping in the name of the Bank or by the deal@o arranged the transaction. Securities setttuagreements to repurchase are tr
as financings, and the obligations to repurchash sacurities are reflected as a liability. Theusies underlying the agreements remain it
asset accounts of the Company.

REVENUE RECOGNITION
Interest revenue from loans and investments isgreized on the accrual basis of accounting as ttegdst is earned according to

terms of the particular loan or investment. Incdneen service and other customer charges is rezednas earned. Card fee revenue w
the MPS division is recognized as services areopad and service charges are earned in accordaticthe terms of the various programs.
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EARNINGS PER COMMON SHARE (“EPS”)

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

COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss) consists of net incanteother comprehensive income or loss. Other ceime@msive income includ
the change in net unrealized gains and losses anises available for sale, net of reclassificatedjustments and tax effects. Accumul
other comprehensive income (loss) is recognizedlseparate component of stockholders’ equity.

STOCK COMPENSATION

Compensation expense for share based awards iglegicover the vesting period at the fair valuehaf award at the time of gral
The exercise price of options or fair value of nested shares granted under the Compaimgentive plans is equal to the fair market vait
the underlying stock at the grant date. The Compemsumes no projected forfeitures on its stocleda®mpensation, since actual histol
forfeiture rates on its stock based incentive awéa@s been negligible.

NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Update (“ASU”) No. 2013-02Comprehensive Income (Topic 220): Reporting of Anmtsi Reclassified O1
of Accumulated Other Comprehensive Income

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

ASU No. 2013-11Presentation of an Unrecognized Tax Benefit whemMat Operating Loss Carryforward, a Similar Tax Lassr 8
Tax Credit Carryforward Exists

This ASU provides guidance on the financial stateimgresentation of an unrecognized tax benefit whenet operating lo
carryforward exists. The objective of this ASUdseliminate diversity in practice related to ttopic. The ASU states that an unrecognize:
benefit, or a portion of an unrecognized tax bensfiould be presented in the consolidated findstéements as a reduction to a deferre
asset for a net operating loss carryforward, sintéda loss or a tax credit carryforward except éntain situations. The Company adopted
ASU effective January 1, 2014, and the adoptiomdidhave a material impact on the Company’s catat@d financial statements.
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ASU No. 2014-04Receivables — Troubled Debt Restructurings by Credi (Subtopic 313%0): Reclassification of Residential Re
Estate Collateralized Consumer Mortgage Loans Ugeoreclosure

This ASU provides guidance on when a loan shoulddeeecognized and collateral assets recognizechgluan in substan
repossession or foreclosure. The objective of A8&) is to eliminate diversity in practice relatedthe topic. The ASU states creditors
considered to have physical possession of resalamtal estate property when either the creditaaiab title for the property or the borrou
transfers all interest in the property through adder other legal agreement. When physical possesscurs, the loan should be derecogr
and collateral assets recognized. This updatieastive for annual and interim periods beginnirfitgaDecember 15, 2014, and is not expe
to have a material impact on the Company’s conatgidi financial statements.

ASU No. 2014-09Revenue Recognition — Revenue from Contracts witls@mers (Topic 606)

This ASU provides guidance on when to recognizemere from contracts with customers. The objeativehis ASU is to eliminal
diversity in practice related to this topic andd®velop guidance that would streamline and enhageenue recognition requirements.
ASU defines five steps to recognize revenue indgdidentify the contract with a customer, identihe performance obligations in
contract, determine a transaction price, allodagettansaction price to the performance obligatemd then recognize the revenue when
the entity satisfies a performance obligation. sTipdate is effective for annual reporting peribdginning after December 15, 2016, inclut
interim periods within that reporting period, ah@ {Company is currently assessing the potentishanip the consolidated financial stateme

ASU No. 2014-14Troubled Debt Restructuring by Creditors (SubtoB&0-40): Classification of Certain Governme@uarantee:
Mortgage Loans upon Foreclosur

This ASU provides guidance on how to account fataie foreclosed governmegtiaranteed mortgage loans. The creditor si
recognize a separate other receivable in the amibentreditor expects to recover from the guaranithis update is effective for ann
periods, and interim periods within those annuaigas, beginning after December 15, 2014, and tsempected to have a material impac
the Company'’s consolidated financial statements.
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NOTE 2. EARNINGS PER COMMON SHARE

A reconciliation of the net income and common stebkre amounts used in the computation of basicddated EPS for the fisc
years ended September 30, 2014, 2013 and 2012d9smied below

201/ 201: 201Z
(Dollars in Thousands, Except Share and Per
Share Data

Earnings

Net income $ 15,71¢  $ 13,41¢ $ 17,11
Basic EPS

Weighted average common shares outstan 6,117,57 5,595,73. 3,460,87

Less weighted average nonvested shares (4,309 (2,0372) -

Weighted average common shares outstanding 6,113,27 5,593,70: 3,460,87
Earnings Per Common Share

Basic $ 257 $ 24C $ 4.9¢
Diluted EPS

Weighted average common shares outstanding foc basnings per common sh: 6,113,27 5,593,70. 3,460,87

Add dilutive effect of assumed exercises of stogtians, net of tax benefits 85,13: 53,43’ 19,60:

Weighted average common and dilutive potential moam shares outstanding 6,198,40! 5,647,133 3,480,47:
Earnings Per Common Share

Diluted $ 255 $ 2.3t $ 4.92

Stock options totaling 29,984, 88,828 and 308,3&tewiot considered in computing diluted earningscpenmon share for the ye
ended September 30, 2014, 2013, and 2012, resplgctdecause they were not dilutive.

NOTE 3. SECURITIES

Securities available for sale were as follows:

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
At September 30, 2014 COST GAINS (LOSSES VALUE

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 48,747 $ 191 $ (2,009 $ 46,92¢
Small business administration securii 66,54 54z (72) 67,01:
Non-bank qualified obligations of states and politisabdivisions 368,89° 2,49¢ (3,81)) 367,58(
Mortgage-backed securities 663,69( 3,51¢ (9,339 657,87(
Total debt securitie 1,147,87 6,74 (15,23) 1,139,39:
Common equities and mutual funds 53¢ 291 (5) 82F
Total available for sale securities $ 1,148/41 $ 7,03¢ $ (15,230 $ 1,140,21
GROS< GROSs
AMORTIZED UNREALIZED UNREALIZED FAIR
At September 30, 201: COST GAINS (LOSSES VALUE

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 52,897 $ 13€ $ (4,249 $ 48,78¢
Small business administration securi 10,09¢ 482 - 10,58:
Obligations of states and political subdivisic 1,88( - (159 1,721
Non-bank qualified obligations of states and politisabdivisions 255,18¢ - (16,460 238,72¢
Mortgage-backed securities 596,34« 3,96¢ (18,939 581,37:
Total available for sale securities $ 916,40¢ $ 458t $ (39,80) ¢ 881,19
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Securities held to maturity were as follows:

GROS< GROS¢
AMORTIZED UNREALIZED UNREALIZED FAIR
At September 30, 201: COST GAINS (LOSSES VALUE
(Dollars in Thousands
Debt securitie:
Obligations of states and political subdivisi $ 19,30¢ $ 48 $ (372) $ 18,98(
Non-bank qualified obligations of states and politisabdivisions 193,59! 894 (2,329 192,16(
Mortgage-backed securities 70,03 - (1,867) 68,17:
Total held to maturity securities $ 282,930 $ 94z $ (4569) $ 279,31
GROS¢ GROSs
AMORTIZED UNREALIZED UNREALIZED FAIR
At September 30, 201: COST GAINS (LOSSES VALUE
(Dollars in Thousands
Debt securitie:
Agency and instrumentality securiti $ 10,00¢ $ - $ (390 $ 9,61t
Obligations of states and political subdivisic 19,54¢ 13 (1,220 18,34:
Non-bank qualified obligations of states and politisabdivisions 181,54° - (12,085 169,46:
Mortgage-backed securities 76,927 - (3,826 73,10:
Total held to maturity securities $ 288,02t $ 13 % (17,52) ¢  270,51¢
Included in securities available for sale are tpreferred securities as follows:
At September 30, 201:
S&P Moody's
Unrealized Credit Credit
Issuer® Amortized Cost  Fair Value Gain (Loss) Rating Rating
(Dollars in Thousands
Key Corp. Capital $ 498t $ 4,400 $ (585) BB+ Baa3
Huntington Capital Trust Il S 4,97 4,30( (677) BB Baa3
PNC Capital Trus 4,96 4,40( (562) BBB- Baa2
Wells Fargo (Corestates Capital) Trust 4,444 4,40( (44) BBB+ A3
Total $ 19,36¢ $ 17,50 $ (1,86¢)

() Trust preferred securities are single-issuarideere are no known deferrals, defaults or exsebsrdination.

114




Table of Content

At September 30, 201:

S&P Moody's

Unrealized Credit Credit

Issuer® Amortized Cost  Fair Value Gain (Loss) Rating Rating
(Dollars in Thousands

Key Corp. Capital $ 498 $ 4,10C $ (884 BBB- Baa3
Huntington Capital Trust Il S 4,97¢ 4,07t (901) BB+ Baa3
PNC Capital Trus 4,95¢ 4,17¢ (784 BBB Baa2
Wells Fargo (Corestates Capital) Trust 4,39¢ 4,05( (349) A- A3

Total $ 1931 $  1640( $ (2,919

() Trust preferred securities are single-issuarideere are no known deferrals, defaults or exsebsrdination.

Management has a process to identify securitiesdbald potentially have a credit impairment thatother-thartemporary. Thi
process involves evaluating the length of time extént to which the fair value has been less tharatnortized cost basis, reviewing avail
information regarding the financial position of tissuer, monitoring the rating of the security, banng changes in value, and projecting ¢
flows. Other factors, but not necessarily all, sidered are: that the risk of loss is minimized aasier to determine due to the singkaser
rather than pooled, nature of the securities, ith@ntial condition of the issuers listed, and wketthere have been any payment deferre
defaults to-date. Such factors are subject toghawer time.

Management also determines if it is more likelynttmot we will be required to sell the security lrefthe recovery of its amortiz
cost basis which, in some cases, may extend torityaturo the extent we determine that a secustyléemed to be other-th&amporarily
impaired, an impairment loss is recognized.

For all securities that are considered temporarilyaired, the Company does not intend to sell tiseserities (has not made a deci
to sell) and it is not more likely than not tha¢ tGompany will be required to sell the securitydoefrecovery of its amortized cost basis, w
may occur at maturity. The Company believes thatill collect all principal and interest due orl alvestments that have amortized co:
excess of fair value that are considered only teaniy impaired.
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Gross unrealized losses and fair value, aggredatedvestment category and length of time thatvitilial securities have been
continuous unrealized loss position at SeptembeP304 and 2013 are as follows:

Available For Sale LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
At September 30, 201 Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie!
Trust preferred and corporate

securities $ 6,07: $ 47 $ 25,35¢ $ (1,962 $ 31,43: $ (2,009)
Small Business Administration
securities 8,45¢ (72 - - 8,45¢ (72
Non-bank qualified obligations of
states and political subdivisio 27,06 (70 191,14¢ (3,74)) 218,20t (3,81))
Mortgage-backed securities 238,98( (1,249 234,34 (8,099 473,32 (9,339
Total debt securities 280,56 (1,437 450,85. (13,799 731,42: (15,23)
Common equities and mutual fund: 12% (5) - - 122 (5)

Total available for sale securities $ 280,69: $ (1,442 $ 450,85. $ (13,799 $ 731,54 $ (15,23¢)

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
At September 30, 201: Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie:
Trust preferred and corporate

securities $ 29,31: $ (1,439 $ 13477 $ (2,81¢) $ 42,78¢ $ (4,249
Obligations of states and political
subdivisions 1,725 (159 - - 1,727 (159
Non-bank qualified obligations of
states and political subdivisio 238,72¢ (16,460) - - 238,72¢ (16,46()
Mortgage-backed securities 357,85( (18,939 - - 357,85( (18,939
Total available for sale securities $ 627,61¢ $ (36,987 $ 13,470 $ (2,81¢) $ 641,09 $ (39,80
Held To Maturity LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
At September 30, 201: Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie!
Obligations of states and political

subdivisions $ 1,05¢ $ 2 $ 14,07¢ $ (370) $ 15,13t $ (372
Non-bank qualified obligations of
states and political subdivisio - - 147,94¢ (2,329 147,94¢ (2,329
Mortgage-backed securities - - 68,17: (1,867) 68,17: (1,862)
Total held to maturity securities $ 1,05¢ $ 2 $ 230,20 $ (4,56) $ 231,25t $ (4,567)
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
At September 30, 201! Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie:

Agency and instrumentality securiti $ 9,61: $ (390 - - 9,61: (390
Obligations of states and political
subdivisions 17,25 (1,220 - - 17,25 (1,220)
Non-bank qualified obligations of
states and political subdivisio 169,46. (22,08%) - - 169,46. (22,089
Mortgage-backed securities 73,10: (3,826 - - 73,10: (3,826
Total held to maturity securities $ 269,42¢ $ (17,52) $ - $ - $ 269,42¢ $ (17,527)
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As of September 30, 2014, the investment portfioleduded securities with current unrealized lossbih have existed for longer tt
one year. All of these securities are consideoelet acceptable credit risks. Because the dedimtsr value were due to changes in ms
interest rates, not in estimated cash flows, nerstiian-temporary impairment was recorded at Sdmer30, 2014 and 2013.

The amortized cost and fair value of debt secuwritig contractual maturity are shown below. Certsnurities have call featu
which allow the issuer to call the security priormaturity. Expected maturities may differ fromntactual maturities in mortgadmcket
securities because borrowers may have the rigtdlt@r prepay obligations with or without call prepayment penalties. Therefore, mortgag
backed securities are not included in the mateatggories in the following maturity summary.

Available For Sale AMORTIZED FAIR
COST VALUE

September 30, 2014 (Dollars in Thousands
Due in one year or le: $ 2,99¢ % 3,04¢
Due after one year through five ye. 9,92: 10,07¢
Due after five years through ten ye 285,41 285,69¢
Due after ten years 185,85: 182,69t
484,18! 481,52:
Mortgage-backed securitie 663,69( 657,87(
Common equities and mutual funds 53¢ 82&
Total available for sale securities $ 1,14841. $ 1,140,21
AMORTIZED FAIR
COST VALUE

September 30, 201 (Dollars in Thousands
Due in one year or le: $ = =
Due after one year through five ye. 9,92¢ 10,06:
Due after five years through ten ye 162,20: 155,01«
Due after ten years 147,93: 134,74t
320,06! 299,82:
Mortgage-backed securities 596,34« 581,37.
Total available for sale securities $ 916,40t $ 881,19:
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Held To Maturity AMORTIZED FAIR
COST VALUE

September 30, 201 (Dollars in Thousands
Due in one year or le: $ 347 $ 34¢
Due after one year through five ye. 4,72¢ 4,71¢
Due after five years through ten ye 91,53 89,98:
Due after ten years 116,29 116,09(
212,89¢ 211,14
Mortgage-backed securities 70,03« 68,17:
Total held to maturity securities $ 282,93. $ 279,31
AMORTIZED FAIR
COST VALUE

September 30, 201 (Dollars in Thousands
Due in one year or le: $ 64¢ $ 64¢
Due after one year through five ye. 2,23¢ 2,20z
Due after five years through ten ye 50,547 47,51¢
Due after ten years 157,66¢ 147,04t
211,09¢ 197,41
Mortgage-backed securities 76,927 73,10:
Total held to maturity securities $ 288,02t $ 270,51¢

Activities related to the sale of securities avalgsfor sale are summarized below.
2014 2013 2012
(Dollars in Thousands

Proceeds from sal $ 166,80: $ 209,17. $ 678,83:
Gross gains on sal 2,29 2,947 15,42¢
Gross losses on sal 2,18¢ 401 1,671
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NOTE 4. LOANS RECEIVABLE, NET

Year-end loans receivable were as follows:

1-4 Family Real Estat

Commercial and Mul-Family Real Estat
Agricultural Real Estat

Consume

Commercial Operatin

Agricultural Operating

Total Loans Receivabl

Less:

Allowance for Loan Losse

Net Deferred Loan Origination Fees
Total Loans Receivable, Net

September 30, 201 September 30, 201
(Dollars in Thousands

$ 116,39 $ 82,28
224,30; 192,78

56,07 29,55;

29,32¢ 30,31¢

30,84¢ 16,26+

42 25¢ 33,75(

499,20 384,95:

(5,397) (3,930)

(797) (59E)

$ 493,00° $ 380,42

Annual activity in the allowance for loan lossessves follows:

Year ended September 3( 201 201z
(Dollars in Thousands

Beginning balanc $ 393( $ $ 4,92¢
Provision (recovery) for loan

losses 1,15( 1,04¢

Recoveries 367 9¢

Charge offs (50 (2,109

Ending balance $ 5391 $ $ 3,971

119




Table of Content

Allowance for Loan Losses and Recorded Investmefdans at September 30, 2014 and 2013 are asviollo

1-4 Commercial
Family and Multi-
Real Family Real Agricultural Commercial Agricultural
Estate Estate Real Estate Consumel Operating Operating  Unallocatec Total
(Dollars in Thousands
Year Ended September 3(
2014
Allowance for loan losses
Beginning balanc $ 33% $ 1937 $ 11z $ 74 $ 49 $ 267 $ 1,15¢ $  3,93(
Provision (recovery) for
loan losse: 217 (709 151 4 26 502 95¢ 1,15(C
Charge offs - - - - - (50 - (50)
Recoveries 2 347 - - 18 - - 367
Ending balance $ 552 $ 157 $ 26 $ 78 $ 93 % 71¢ $ 2,117 $ 5,39i
Ending balance:
individually evaluated foi
impairment 23 35C - - - 34C - 713
Ending balance: collective
evaluated for impairmen 52¢ 1,22t 263 78 93 37¢ 2,11 4,68¢
Total $ 55z $ 157 $ 26 $ 78 $ 93 $ 71¢ $ 2,117 $ 5,39i
Loans:
Ending balance:
individually evaluated foi
impairment 387 5,65¢ - - 22 34C - 6,40/
Ending balance: collective
evaluated for impairmen  116,00¢ 218,64 56,07 29,32¢ 30,82« 41,91¢ - 492,79
Total $ 116,391 $ 224,30: $ 56,07 $ 29,32¢ $ 30,84¢ $ 42,25¢ $ - $ 499,20:
1-4 Commercial
Family and Multi-
Real Family Real Agricultural Commercial Agricultural
Estate Estate Real Estate Consumel Operating Operating  Unallocatec Total
(Dollars in Thousands
Year Ended September 3(
2013
Allowance for loan losses
Beginning balanc $ 19t $ 3,11 % 19 33 49 $ - $ 61z $ 3,971
Provision (recovery) for
loan losse: 163 (1,095 111 71 (63) 267 54¢€ -
Charge offs (25) (199 - (@D} - - - (220
Recoveries 2 11z - 1 63 - - 17¢
Ending balance $ 33 $ 1937 $ 11z $ 74 $ 49 $ 267 $ 1,15¢ $§ 3,93(
Ending balance:
individually evaluated foi
impairment 25 404 - - - - - 42¢
Ending balance: collective
evaluated for impairmen 30¢ 1,53: 112 74 49 267 1,15¢ 3,501
Total $ 333 $ 1937 $ 11z $ 74 $ 48 $ 267 $ 1,15¢ $  3,93(
Loans:
Ending balance:
individually evaluated fol
impairment 641 6,63¢ - - 45 - - 7,32(
Ending balance: collective
evaluated for impairmen 81,64¢ 186,15 29,55: 30,31« 16,21¢ 33,75( - 377,63:




Total $ 8228 $ 192,78t $ 29,55: $ 3031 $ 16,26¢ $ 33,75 $ - $ 384,95
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The asset classification of loans at Septembe2@04 and 2013, are as follows:

Commercial
and Multi-
1-4 Family Family Agricultural Commercial  Agricultural
September 30, 2014 Real Estate Real Estate Real Estate Consumer Operating Operating Total
(Dollars in Thousands
Pass $ 115,700 $ 222,07 $ 52,36¢ $ 29,32¢ $ 30,70¢ $ 32,26 $ 482,43
Watch 36¢ 852 27: - 137 36¢ 2,00(
Special Mentior 81 96 1,66( - - 63 1,90(
Substandar 24t 1,28( 1,774 - - 9,56t 12,86«
Doubtful - - - - - - -
$ 116,39! $ 224,30: $ 56,07 $ 29,32¢ $ 30,84¢ $ 42,25¢  $ 499,20:
Commercial
and Multi-
1-4 Family Family Real  Agricultural Commercial  Agricultural
September 30, 201.  Real Estate Estate Real Estate Consumer Operating Operating Total
(Dollars in Thousands

Pass $ 81,71¢ $ 177,510 $ 26,22: $ 30,31« $ 16,25. $ 26,36: $ 358,38.
Watch 23¢ 7,791 3,32¢ - 13 1,69( 13,06:
Special Mentior 84 10z - - - 5,69¢ 5,88¢
Substandar 24¢ 7,38( - - - - 7,62¢
Doubtful - - - - - - -

$ 82,28 $ 192,78t $ 29,55. $ 30,31 $ 16,26+ $ 33,75C  $ 384,95!

The loan classification and risk rating definiticare as follows:

Pass-A pass asset is of sufficient quality in termsegayment, collateral and management to preclusp®aial mention or an adve
rating.

Watch-A watch asset is generally a credit performing welkler current terms and conditions but with idatile weakness meritil
additional scrutiny and corrective measures. Waschot a regulatory classification but can be usedlesignate assets that
exhibiting one or more weaknesses that deserve geamant’s attention. These assets are of bettditygthean special mention assets.

Special Mention- Special mention assets are a tcweith potential weaknesses deserving managesahtse attention and if I
uncorrected, may result in deterioration of theaggpent prospects for the asset. Special mentggtaare not adversely classified
do not expose an institution to sufficient riskvtarrant adverse classification. Special mentioa temporary status with aggres:
credit management required to garner adequategse@nd move to watch or higher.

SubstandardA substandard asset is inadequately protectedéopehworth and/or repayment ability or by a weakateral position
Assets so classified will have walkfined weaknesses creating a distinct possilihigyBank will sustain some loss if the weakne
are not corrected. Loss potential does not haeigi for an asset to be classified as substandard

Doubtful- A doubtful asset has weaknesses similar to thassified substandard, with the degree of weaknmssirtg the likely los
of some principal in any reasonable collection #ff@ue to pending factors the asset’s classificads loss is not yet appropriate.
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Loss- A loss asset is considered uncollectible @nsuch little value that the asset's continuanoethee Bank$ balance sheet is
longer warranted. This classification does notessarily mean an asset has no recovery or salvalge leaving room for futu

collection efforts.

Generally, when a loan becomes delinquent 90 daysave or when the collection of principal or irgst becomes doubtful, 1
Company will place the loan on a nanperual status and, as a result, previously acdntedest income on the loan is charged againsent
income. The loan will remain on a nagerual status until the loan establishes satmfpgiayment performance. Past due loans at Sept

30, 2014 and 2013 are as follows:

Greater
30-59 Days 60-89 Days Than 90 Total Past Non-Accrual  Total Loans
September 30, 201 Past Due Past Due Days Due Current Loans Receivable
(Dollars in Thousands
1-4 Family Real Estal $ 111 37 8 - $ 148 $ 115,96¢ $ 281 $ 116,39!
Commercial and
Multi-Family Real
Estate - - - - 223,99 31z 224,30:
Agricultural Real
Estate z z z = 56,07: = 56,07:
Consume 2 12 54 68 29,26 - 29,32¢
Commercial Operatin - - - 30,84¢ - 30,84¢
Agricultural Operating - - - - 41,91¢ 34( 42,25¢
Total $ 115 48 % 54 $ 21€ % 498,05. $ 93¢ % 499,20:
Greater
30-59 Days 60-89 Days Than 90 Total Past Non-Accrual  Total Loans
September 30, 201 Past Due Past Due Days Due Current Loans Receivable
(Dollars in Thousands
1-4 Family Real Estal $ 53 - $ 24t $ 29¢ % 81,74 $ 24t $ 82,28"
Commercial and
Multi-Family Real
Estate 10z - 107 20¢ 192,15( 427 192,78
Agricultural Real
Estate 1,16¢ - - 1,16¢ 28,38t - 29,55:
Consume 28 21 13 63 30,25: - 30,31«
Commercial Operatin - - - - 16,257 7 16,26
Agricultural Operating - - - - 33,75( - 33,75(
Total $ 1,35 21 $ 36 $ 1,73¢  $ 382,53! $ 67¢ $ 384,95.
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Impaired loans at September 30, 2014 and 2013sdi@laws:

September 30, 201

Loans without a specific valuation allowar
1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

Loans with a specific valuation allowan
1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

September 30, 201

Loans without a specific valuation allowar
1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

Loans with a specific valuation allowan
1-4 Family Real Estat
Commercial and Mul-Family Real Estat
Agricultural Real Estat
Consume
Commercial Operatin
Agricultural Operating

Total

Unpaid Principal
Recorded Balanc Balance Specific Allowance

(Dollars in Thousands

$ 142 $ 142 $ )
4,37¢ 4,37¢ )

22 22 -

$ 453 $ 453¢ $ -
$ 24F $ 24 $ 23
1,28( 1,28( 35¢

34¢ 34¢ 34¢

$ 1,865 $ 1,865 $ 71z

Unpaid Principal
Recorded Balanc Balance Specific Allowance
(Dollars in Thousands

$ 35¢ $ 35¢ $ S
4,52 4,53¢ -

45 60 =

$ 4931 % 4,95 $ S
$ 282 $ 282 $ 25
2,107 2,107 404

$ 2,38¢ $ 2,38¢ $ 42¢

Cash interest collected on impaired loans was radénal during the years ended September 30, 20d442613.
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The following table provides the average recordagstment in impaired loans for the years endedefdger 30, 2014 and 2013.

Year Ended September 30

2014 2013
Average Average
Recorded Recorded
Investment Investment

(Dollars in Thousands

1-4 Family Real Estat $ 574 $ 59¢
Commercial and Mul-Family Real Estat 6,52¢ 8,48(
Agricultural Real Estat - -
Consume - 1
Commercial Operatin 34 51
Agricultural Operating 29 -
Total $ 7,165 $ 9,12¢

For fiscal 2014 and 2013, the Company¥DRs (which involved forgiving a portion of inést or principal on any loans or mak
loans at a rate materially less than that of maiets) are included in the table.

No TDRs were recorded during fiscal 2014 or 20B8¥s0, no TDRs which had been modified during theniénth period prior t
default had a payment default during fiscal 2012@it3.

Virtually all of the Company’s originated loans amelowa and South Dakota-based individuals andmmations. The Compary’
purchased loans totaled $9.7 million at SeptemBeRB14, which were secured by properties located percentage of total loans, as follc
1% each in North Dakota and Oregon.

The Company originates and purchases commercibestate loans. These loans are considered bygearent to be of somewl
greater risk of uncollectibility due to the depencg on income production. The Compasigommercial real estate loans include $40.7 m
of loans secured by hotel properties and $62.3anilbf multi-family properties at September 30, 20The Companyg commercial real est:
loans include $34.8 million of loans secured byehgroperties and $52.0 million of mufamily properties at September 30, 2013.
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 $0.9 million and $0.7 millidrBaptember 30, 2014 and 2013, respectively. Tivere $54,000 and $13,C
accruing loans delinquent 90 days or more at Seaptei30, 2014 and 2013, respectively. For the gaded September 30, 2014, gross int
income which would have been recorded had the awzmding loans been current in accordance withr theginal terms amounted
approximately $152,000, of which none was incluteithterest income.
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NOTE 5. LOAN SERVICING

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

September 30 2014 2013 2012
(Dollars in Thousands

Mortgage loan portfolios serviced for Fannie N $ 594¢ $ 7,361 $ 11,24(

Other 16,57¢ 9,93( 3,251

$ 22,52:  $ 17,29: $ 14,49:

NOTE 6. PREMISES, FURNITURE, AND EQUIPMENT, NET

Year-end premises and equipment were as follows:

September 30 2014 2013
(Dollars in Thousands
Land $ 1,67 $ 1,67¢
Buildings 12,27¢ 12,27¢
Furniture, fixtures, and equipment 30,94 28,43(
44,89¢ 42,38¢
Less accumulated depreciation (28,437) (24,72()

$ 16,46: $ 17,66¢

Depreciation expense of premises, furniture, andpegent included in occupancy and equipment expeves approximately $3
million, $3.3 million, and $3.5 million for the yemended September 30, 2014, 2013, and 2012, tesgec

NOTE 7. TIME CERTIFICATES OF DEPOSITS

Time certificates of deposits in denominations H®& 000 or more were approximately $87.1 milliod &78.6 million at Septemt
30, 2014, and 2013, respectively.

At September 30, 2014, the scheduled maturitiesnef certificates of deposits were as follows f years ending:

September 30

(Dollars in Thousands

2015 $ 106,07¢
2016 15,72:
2017 7,85(
2018 3,15:
2019 1,751
Total Certificates $ 134,55:
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Under the Dodd-Frank Act, IRA and ndRA deposit accounts are permanently insured 2&0,000 by the DIF under managen
of the FDIC. Previous to the legislation in 20t coverage of $250,000 was temporary until Deezrab13.

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

At September 30, 2014, the Compangdvances from the FHLB had fixed rates rangiomf6.97% to 7.01% with a weighted avel
rate of 6.98%. The scheduled maturities of FHLBaaxtes were as follows for the years ending:

September 30
(Dollars in Thousands

2015 $ -
2016 -
2017 -
2018 -
2019 5,00(
Thereafter 2,00(¢

Total FHLB Advances $ 7,00(

The Company had $470.0 million of overnight fedéualds purchased from the FHLB as of Septembe2G04.

As of September 30, 2013, the Compamgtvances from the FHLB totaled $7.0 million aadied a weighted average rate of 6.9
The Company had $190.0 million in overnight fedéualds purchased from the FHLB at September 303201

The Bank has executed blanket pledge agreementelhéhe Bank assigns, transfers, and pledgesetd-tHLB and grants to t
FHLB a security interest in all mortgage collateaald securities collateral. The Bank has the rightise, commingle, and dispose of
collateral it has assigned to the FHLB. Under dgeeement, the Bank must maintain “eligible colialtethat has a “lending valuedt leas
equal to the “required collateral amount,” all &dined by the agreement.

At yearend 2014, and 2013, the Bank pledged securitieb fair values of approximately $422.9 million and09.6 million

respectively, against specific FHLB advances. ddition, qualifying mortgage loans of approximat&83.3 million, and $62.9 million we
pledged as collateral at September 30, 2014 ang, 264pectively.
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NOTE 9. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchasledog@proximately $10.4 million and $9.1 million S¢ptember 30, 2014 and 2(C
respectively.

An analysis of securities sold under agreementsgarchase follows:

September 30 2014 2013
(Dollars in Thousands
Highest mont-end balanci $ 33,99¢ $ 19,90:
Average balanc 10,131 10,54(
Weighted average interest rate for the y 0.52% 0.52%
Weighted average interest rate at year 0.52% 0.5%

The Company pledged securities with fair valueaggroximately $36.4 million at September 30, 2Gi#sicollateral for securities s
under agreements to repurchase. There were $aDi@nsecurities pledged as collateral for sedesitsold under agreements to repurcha
September 30, 2013.

NOTE 10. SUBORDINATED DEBENTURES AND TRUST PREFERRED SECURITIES

Subordinated debentures are due to First Midwesarigial Capital Trust I, a 100%wned nonconsolidated subsidiary of
Company. The debentures were issued in 2001 ijuciion with the Truss issuance of 10,000 shares of Trust Preferredriiesu The
debentures bear the same interest rate and terthe &sist preferred securities. The debenturesnatuded on the consolidated balance sl
as liabilities.

The Company issued all of the 10,310 authorizedeshaf trust preferred securities of First MidwEstancial Capital Trust | holdit
solely subordinated debt securities. Distributiame paid semannually. Cumulative cash distributions are calted at a variable rate
London Interbank Offered Rate (“LIBORplus 3.75% (4.08% at September 30, 2014, and 44dt58&ptember 30, 2013), not to exceed 12
The Company may, at one or more times, defer istgr@yments on the capital securities for up ted@secutive senmannual periods, but r
beyond July 25, 2031. At the end of any deferealqal, all accumulated and unpaid distributionsrariired to be paid. The capital secur
are required to be redeemed on July 25, 2031; henyéive Company has a seamnual option to shorten the maturity date. Themeptior
price is $1,000 per capital security plus any aedrand unpaid distributions to the date of redeonpti

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 commak.sto

Although the securities issued by the Trust areim@dtided as a component of stockholderguity, the securities are treated as ce
for regulatory purposes, subject to certain linndtas.
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NOTE 11. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARI NG PLANS

The Company maintains an Employee Stock Ownerdhaip (ESOP) for eligible employees who have 1,000rsi@f employment wil
the Bank, have worked one year at the Bank andhvalve attained age 21. ESOP expense of $703,008,(8® and $696,000 was recor
for the years ended September 30, 2014, 2013, @bd, 2espectively. Contributions of $850,406, $888 and $659,000 were made to
ESOP during the years ended September 30, 2013,801.2012, respectively.

Contributions to the ESOP and shares released $tmpense are allocated among ESOP participantsednasis of compensatior
the year of allocation. Benefits generally becdf8% vested after seven years of credited senie@r to the completion of seven year
credited service, a participant who terminates esmknt for reasons other than death or disabiégeives a reduced benefit based or
ESOP5s vesting schedule. Forfeitures are reallocatedngnremaining participating employees in the sam@pgrtion as contribution:
Benefits are payable in the form of stock upon teation of employment. The Compasycontributions to the ESOP are not fixed, so hits
payable under the ESOP cannot be estimated.

For the years ended September 30, 2014, 2013 &t} 2@,125 shares, 17,715 shares and 27,846 shidhea fair value of $35.2
$37.99 and $23.65 per share, respectively, weeasel. Also for the years ended September 30, 20148 and 2012, allocated shares
total ESOP shares reflect 10,643 shares, 45,22&slaad 28,486 shares, respectively, withdrawn fiteenESOP by participants who are
longer with the Company or by participants divesisifj their holdings. At September 30, 2014 and®0fere were 2,529 and 3,526 sh
purchased for dividend reinvestment. At Septen30e2012, no shares were purchased for dividemdestment.

Year-end ESOP shares are as follows:

September 30 2014 2013 2012
(Dollars in Thousands

Allocated share 239,87 223,86¢ 247,81

Unearned shares - - -

Total ESOP shares 239,87 223,86¢ 247,81

The Company also has a profit sharing plan covesirgstantially all fultime employees. Contribution expense to the psbféring
plan, included in compensation and benefits, feryhars ended September 30, 2014, 2013 and 2013385000, $774,000 and $775,(
respectively.

NOTE 12. SHARE BASED COMPENSATION PLANS
The Company maintains the 2002 Omnibus Incentia@ Rihich, among other things, provides for the alwmay of stock options al

nonvested (restricted) shares to certain officatsdirectors of the Company. Awards are grantethbyCompensation Committee of the B¢
of Directors based on the performance of the aweeibients or other relevant factors.
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The following table shows the effect to income, oktax benefits, of shareased expense recorded in the years ended Septét
2014, 2013 and 2012.

Year Ended September 30 2014 2013 2012
(Dollars in Thousands

Total employee stock-based compensation expensgnmized in income, net of tax effec
of $66, $51 and $30, respectivt $ 12C $ 102 $ 7€

As of September 30, 2014, stoblised compensation expense not yet recognizecdamia totaled $56,000 which is expected t
recognized over a weighted average remaining p@fiddo0 years.

At grant date, the fair value of options awardedettipients is estimated using a Blggkholes valuation model. The exercise pric
stock options equals the fair market value of théeulying stock at the date of grant. Optionsisseed for 10 year periods with 100% ves
generally occurring either at grant date or ovéowa year period. No options were granted durimg years ended September 30, 2014,
and 2012. The intrinsic value of options exercidadng the years ended September 30, 2014, 20d.2@t2 were $1.4 million, $807,000 :
$117,000, respectively.

Shares are granted each year to Directors whichiwesediately. The fair value is determined basadhe fair market value of t
Company'’s stock on the grant date. The totalvialue of directors shares granted during the years ended Septei@dp2084, 2013 and 20
was $124,000, $113,000 and $79,000, respectively.

In addition to the Company’2002 Omnibus Incentive Plan, the Company alsotaias the 1995 Stock Option and Incentive F
No new options were, or could have been, awardetbruthe 1995 plan during the year ended Septembel®l4; however, previous
awarded options were exercised under this plamduhie year.

The following tables show the activity of optionsdanonvested (restricted) shares granted, exerctgefbrfeited under all of tt
Company’s option and incentive plans during theyeaded September 30, 2014 and 2013.

Weighted

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

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

Options outstanding, September 30, 2 318,64¢ $ 24.4¢ 41¢ % 4,37¢
Grantec - - - -
Exercisec (82,887 22.31 - 1,38¢
Forfeited or expired - - - -
Options outstanding, September 30, 2014 235,76t $ 25.2( 3.7¢  $ 2,507
Options exercisable end of year 235,76t $ 25.2( 3.7t $ 2,507
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Weighted

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

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

Options outstanding, September 30, 2 389,35¢ $ 23.5Z 5.0¢ $ 1,19¢
Grantec - -

Exercisec (65,399 18.0¢ 807
Forfeited or expired (5,319 35.0¢ -
Options outstanding, September 30, 2013 318,64¢ $ 24.4¢ 418 $ 4,37¢
Options exercisable end of year 315,89¢ $ 24.4( 4.1€¢ $ 4,35z

The following tables show the activity of nonvesf{eestricted) shares granted, vested, or forfeiteder all of the Compang’optior
and incentive plans during the years ended Septedihe014 and 2013.

Number
of  Weighted Average
Shares Fair Value At Grant
(Dollars in Thousands, Except
Share and Per Share Da

Nonvested shares outstanding, September 30, 4,00C $ 25.61

Grantec 4,26 37.82

Vested (4,267) 35.07

Forfeited or expirel - -

Nonvested shares outstanding, September 30, 4,00C $ 28.61
Number

of  Weighted Average
Shares Fair Value At Grant
(Dollars in Thousands, Except
Share and Per Share Da

Nonvested shares outstanding, September 30, -8 §
Grantec 8,90( 24.2
Vested (4,900 23.0(
Forfeited or expired - -
Nonvested shares outstanding, September 30, 4,00C $ 25.61
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NOTE 13. INCOME TAXES

The Company and its subsidiaries file a consoldi&deral income tax return on a fiscal year basis.

The provision for income taxes consists of:

Years ended September 3( 2014 2013 2012
(Dollars in Thousands
Federal:
Current $ 3,781 $ 2,84 7,73¢
Deferred (1,765 (53€6) 85¢
2,027 2,311 8,597
State:
Current 874 1,252 96(
Deferred 10 141 13C
884 1,39:¢ 1,09(
Income tax expenst $ 2,90¢ 3 3,70¢ 9,68:
Total income tax expense differs from the statufederal income tax rate as follows:
Years ended September 3( 2014 2013 2012
(Dollars in Thousands
Income tax expense at federal tax | $ 6,517 $ 5,99: 9,37¢
Increase (decrease) resulting frc
State income taxes net of federal ber 57¢ 1,092 70¢
Nontaxable buildup in cash surrender ve (399 (349 (a7¢
Incentive stock option expen (187) (97) 10
Tax exempt incom (3,599 (2,815 (244
Nondeductible expens: 12C 41 37
Other, net (12€) (167) (28)
Total income tax expense (benefil $ 2,90¢ 3 3,70¢ 9,68:
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The components of the net deferred tax assetl{tigbat September 30, 2014 and 2013 are:

September 30 2014 2013
(Dollars in Thousands

Deferred tax asset

Bad debt: $ 1,958 $ 1,42¢
Deferred compensatic 70¢€ 44¢
Stock based compensati 271 29:
Operational reserv 464 494
AMT Credit 2,23¢ 1,11z
Net unrealized losses on securities availabledte 2,96¢ 12,77¢
Indirect tax benefits of unrecognized tax positi 37€ -
Other assets 75¢ 1,157
9,741 17,70t

Deferred tax liabilities
FHLB stock dividenc (410 (417
Premises and equipme (1,060 (1,36€)
Patents (937) (849)
Prepaid expenses (743 (782)
(3,150 (3,40¢)
Net deferred tax assets (liabilities $ 6,591 $ 14,29;

As of September 30, 2014 and 2013, the Companyahagibss deferred tax asset of $780,000 and $704r66pectively, for sta
cumulative net operating loss carryforwards, whigs fully reserved for as the Company does notigatie any state taxable income at
holding company level in future periods.

Federal income tax laws provided savings banks adititional bad debt deductions through Septembei 387, totaling $6.7 millic
for the Bank. Accounting standards do not reqaideferred tax liability to be recorded on this amto which liability otherwise would tot
approximately $2.3 million at September 30, 201r 2013. If the Bank were to be liquidated or othige cease to be a bank, or if tax |
were to change, the $2.3 million would be recorde&xpense.

The provisions of ASC 740ncome Taxesaddress the determination of how tax benefits @dirmor expected to be claimed on a
return should be recorded in the consolidated firmrstatements. Under ASC 740, the Company rezegrihe tax benefits from an uncer
tax position only if it is more likely than not théne tax position will be sustained upon examoratiwith a tax examination being presume
occur, including the resolution of any related agper litigation. The tax benefits recognizecdthie consolidated financial statements f
such a position are measured as the largest bémafihas a greater than fifty percent likelihodth@ing realized upon ultimate resolution.

The Company'’s tax reserves reflect manageragntigment as to the resolution of the issues irewlif subject to judicial reviev
While the Company believes that its reserves aegaate to cover reasonably expected tax risksg tteem be no assurance that, in all insta
an issue raised by a tax authority will be resolaed financial cost that does not exceed itsedlagserve. With respect to these reserve
Companys income tax expense would include (i) any chanmgéax reserves arising from material changes dutiire period in the facts a
circumstances surrounding a tax issue, and (ii) diffgrence from the Comparg/tax position as recorded in the consolidatednfiia
statements and the final resolution of a tax iskuéng the period.
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The tax years ended September 30, 2011, and &teim subject to examination by the Internal ReeeBervice. For state purpo:
the tax years ended September 30, 2011, and &tesin open for examination, with few exceptionsfeéleral income tax review is currer
underway with the Internal Revenue Service forybar ended September 30, 2012. The Company diesxpect any material adjustme
from the review. The Company does not anticipate significant increase or decrease in unrecogntagdbenefits during the next twe
months. Finally, management believes that theéza#n of its deferred tax assets is more likélgrt not based on the expectations as to 1
taxable income; therefore, there was no deferrgdvéduation allowance at September 30, 2014 and 20ith the exception of the st
cumulative net operating loss carryforwards disedsabove.

A reconciliation of the beginning and ending bakmdor liabilities associated with unrecognized kenefits for the years enc
September 30, 2014 and 2013, follows:

September 30 201 201z
(Dollars in Thousands
Balance at beginning of ye $ 931 $ 164
Additions for tax positions related to the currgear 11¢€ 114
Additions for tax positions related to the prioays - 653
Reductions for tax positions due to settlement wétting authoritie: (16) -
Reductions for tax positions related to prior years (50) -
Balance at end of year $ 98: $ 931

The total amount of unrecognized tax benefits tiagcognized, would impact the effective rate vi&l9,000 as of September
2014. The Company recognizes interest relatechtecognized tax benefits as a component of incaresxpense. The amount of acci
interest related to unrecognized tax benefits wiaZt®00 as of September 30, 2014. The Companyrddemticipate any significant chang:
the total amount of unrecognized tax benefits withie next 12 months.

NOTE 14. CAPITAL REQUIREMENTS AND RESTRICTIONS ON RETAINED EARNINGS

The Bank is the Comparg/’primary subsidiary. The Bank is subject to wasigegulatory capital requirements. Failure to t
minimum capital requirements can initiate certaianahatory or discretionary actions by regulatord, tifaundertaken, could have a dir
material effect on the financial statements. Urchgital adequacy guidelines and the regulatomésaork for prompt corrective action,
Bank must meet specific quantitative capital gued using its assets, liabilities and certain baffance sheet items as calculated u
regulatory accounting practices. The requiremeargsalso subject to qualitative judgments by thygilaors about components, risk weighti
and other factors.

Quantitative measures established by regulatieensure capital adequacy require the Bank to maimténimum amounts and rat
(set forth in the table below) of total risk-basegbital and Tier | capital (as defined in the redgjohs) to riskweighted assets (as defined), a
leverage ratio consisting of Tier | capital (asidedfl) to average assets (as defined). As of Sdmer®0, 2014, the Bank met all cag
adequacy requirements.
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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 Ratio Amount Ratio Amount Ratio
(Dollars in Thousands
September 30, 201
MetaBank
Tangible capital (to tangible asse $176,38¢ 8.6(% $ 30,77 15(% $ n/e n/e%
Tier 1 (core) capital (to adjusted total ass 176,38{ 8.6( 82,05% 4.0C 102,57: 5.0C
Tier 1 (core) capital (to ri«weighted asset: 176,38( 20.9% 33,67: 4.0C 50,50¢ 6.0C
Total risk based capital (to risk-weighted
assets 181,78t 21.5¢ 67,344 8.0C 84,18( 10.0¢
September 30, 2013
MetaBank
Tangible capital (to tangible asse $160,14! 9.3t% $ 25,60¢ 15(% $ n/e n/e%
Tier 1 (core) capital (to adjusted total ass 160,14! 9.3¢ 68,28¢ 4.0C 85,36 5.0C
Tier 1 (core) capital (to ri«weighted asset: 160,14! 22.4¢ 28,55! 4.0C 42,82) 6.0C
Total risk based capital (to risk-weighted
assets 164,07t 22.9¢ 57,10: 8.0C 71,37¢ 10.0¢

Regulations limit the amount of dividends and othapital distributions that may be paid by a finah@nstitution without prio
approval of its primary regulator. The regulatoggtriction is based on a three-tiered system thighgreatest flexibility being afforded to well-
capitalized (Tier 1) institutions. The Bank ismntly a Tier 1 institution. Accordingly, the Baaskn make, without prior regulatory appro
distributions during a calendar year up to 100%he&fir retained net income for the calendar yeatate plus retained net income for
previous two calendar years (less any dividendgigusly paid) as long as they remain wedlpitalized, as defined in prompt corrective ac
regulations, following the proposed distributioAccordingly, at September 30, 2014, approximatet.@ million of the Banls retaine
earnings were potentially available for distributim the Company.

On July 21, 2011, pursuant to the Dodd Frank Aat,@TS was integrated into the OCC and the funstafrthe OTS related to thi
holding companies were transferred to the FedemsdeRre. The OCC is now responsible for the ongaixgmination, supervision a
regulation of the Bank, including matters with respto the Consent Order against the Bank. ThedD@dnk Act maintains the existence
the federal savings association charter and the AJ@he primary statute governing the federal sasibgnks. The Federal Reserve is
responsible for the ongoing examination, supermisand regulation of the Company, including matteith respect to the Consent Or
against the Company. Prior to passage of the Boddk Act, the OTS had issued supervisory direstiteethe Bank, consent orders to
Bank and the Company, and had taken other regylaitiion to require the Bank to reimburse certainsumers in connection with a cre
program that was discontinued. All supervisorgdiives have been terminated, and on August 7, #.@CC terminated the BamskConser
Order. The Consent Order against the Companyllisns¢ffect, although management believes iteeffon the Compang’financial conditio
and results of operations has been and will coatioube immaterial. The Company anticipates (laumnot guarantee) that the order wil
terminated in the first calendar quarter of 2015.
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NOTE 15. COMMITMENTS AND CONTINGENCIES

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

At September 30, 2014 and 2013, unfunded loan comenits approximated $96.0 million and $102.9 millrespectively, excludir
undisbursed portions of loans in process. Unfuddad commitments at September 30, 2014 and 2018 prencipally for variable rate loar
Commitments, which are disbursed subject to ceffaiitations, extend over various periods of tim&enerally, unused commitments
canceled upon expiration of the commitment terrawbned in each individual contract.

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

Since certain commitments to make loans and to fimebs of credit expire without being used, the amtodoes not necessa
represent future cash commitments. In additiomrodments used to extend credit are agreemenentbtb a customer as long as there
violation of any condition established in the cauotr

Securities with fair values of approximately $5.8lion and $5.6 million at September 30, 2014 a®d 2 respectively, were pled¢
as collateral for public funds on deposit. Themrewno securities pledged as collateral for indigldtrust and estate deposits at Septemb
2014. Securities with fair values of approximat®®4 million at September 30, 2013, were pledgedaddlateral for individual, trust and est
deposits.

Legal Proceedings

The Bank was served on April 15, 2013, with a latvsaptionednter National Bank v. NetSpend Corporation, MetaBaBDO US/
LLP d/b/a BDO Seidma, Cause No. C-2084-12-I filed in the District Cowift Hidalgo County, Texas. The Plaintgf'Second Amend:
Original Petition and Application for Temporary Raiing Order and Temporary Injunction adds botatéBank and BDO Seidman to
original causes of action against NetSpend. Net$@ats as a prepaid card program manager and poycks both INB and MetaBar
According to the Petition, NetSpend has informetgriiNational Bank (“INB”)that the depository accounts at INB for the NetSpgrogran
supposedly contained $10.5 million less than theyukl. INB alleges that NetSpend has breacheddtsiary duty by making affirmatiy
misrepresentations to INB about the safety andilgyabf the program, and by failing to timely disse the nature and extent of any alle
shortfall in settlement of funds related to cardieolactivity and the nature and extent of NetSpesgstemic deficiencies in its accounting
settlement processing procedures. To the exteh@athaccounting reveals that there is an actuaifstip INB alleges that MetaBank may
liable for portions or all of said sum due to tlaetfthat funds have been transferred from INB tdaBeank, and thus MetaBank would h
been unjustly enriched. The Bank is vigorously estihg this matter. In January 2014, NetSpendgrasted summary judgment in this me
which is under appeal. Because the theory oflifglsigainst both NetSpend and the Bank is the saingeBank views the NetSpend sumn
judgment as a positive in support of our positidm estimate of a range of reasonably possibledassiot be made at this stage of the litige
because discovery is still being conducted.
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Certain corporate clients of an unrelated compaagnad Springbok Services, Inc. (“Springbok8§quested through counse
mediation as a means of reaching a settlementindf commencing litigation against MetaBank. Tésuits of that mediation have not led
settlement. These claimants purchased MetaBankajgkeeward cards from Springbok, prior to Springlsobankruptcy. As a result
Springboks bankruptcy and cessation of business, some oétards cards which had been purchased were netreated or funded. Coun
for these companies have indicated that they agpaped to assert claims totaling approximately $ifion against MetaBank based
principal/agency or failure to supervise theoriise Company denies liability with respect to thelséms. The Compang’estimate of a ran
of reasonably possible loss is approximately $8Q@ million.

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

NOTE 16. LEASE COMMITMENTS

The Company has leased property under variouscaonelable operating lease agreements which eapik@rious times throui
2036, and require annual rentals ranging from $Bt405789,000 plus the payment of the propertydarermal maintenance, and insuranc
certain property.

The following table shows the total minimum rerdaimmitment at September 30, 2014, under the leases.

Year Ending September 30
(Dollars in Thousands

2015 $ 1,21¢
2016 1,21¢
2017 1,22¢
2018 1,03¢
2019 98¢
Thereafter 13,13¢
Total Leases Commitments $ 18,81¢

NOTE 17. SEGMENT REPORTING

An operating segment is generally defined as a oompt of a business for which discrete financitdrimation is available and whc
results are reviewed by the chief operating dexisiaker. Operating segments are aggregated intotadyb® segments if certain criteria
met. The Company has determined that it has twortable segments. The first reportable segmegtaiRBanking, consists of its bank
subsidiary, the Bank. The Bank operates as ativadl community bank providing deposit, loan arideo related products to individuals i
small businesses, primarily in the communities wtteir offices are located. The second reportséignent, MPS, is a division of the Ba
MPS provides a number of products and serviceg#méial institutions and other businesses. Tlpesducts and services include issuanc
prepaid debit cards, sponsorship of ATMs into tebidnetworks, credit programs, Automated Cleatitayse (“ACH”) origination service
gift card programs, rebate programs, travel progtand tax related programs. The remaining graupirder the caption “All Othergonsist
of the operations of the Company and Meta Trustiatgd-segment eliminations.
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Transactions between affiliates, the resulting nexes of which are shown in the intersegment reveraiegory,

market prices, meaning prices that would be paildgfcompanies were not affiliates.

Year Ended September 30, 201
Interest income
Interest expense
Net interest income (expens
Provision (recovery) for loan loss
Nor-interest incomt
Non-interest expense
Income (loss) before income tax expense (ber
Income tax expense (benefit)
Net income (loss

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

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

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

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

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

137

are conducted

Retall Meta Paymen
Banking Systems® All Others Total
$ 3163 $ 17,02t $ - $ 48,66(
1,92¢ 124 34¢ 2,39¢
29,70¢ 16,90: (34¢) 46,26:
1,15(C - - 1,15C
3,21« 48,52« - 51,73¢
21,221 56,23¢ 77C 78,23:
10,54¢ 9,191 (1,118 18,61¢
1,84¢ 1,482 (422) 2,90¢
$ 8,70C $ 7,70¢ $ (696) $ 15,711
$ 12,79 $ (12,799 $ - $ =
805,49« 1,245,111 3,427 2,054,03:
273,39 1,099,54i (6,40¢) 1,366,54.
Retalil Meta Paymen
Banking Systems® All Others Total
$ 24,16¢ $ 14,807 $ - $ 38,97¢
2,361 124 46¢ 2,954
21,80¢ 14,68 (469) 36,02:
5,22¢ 50,29( (19 55,50
19,47¢ 53,98 941 74,40!
7,55¢ 10,99( (1,427 17,12
1,61¢ 2,611 (522) 3,70¢
$ 594( $ 8,37¢ $ (901) $ 13,41¢
$ 12,10¢ $ (12,10¢) $ - $ =
487,75 1,201,53 2,704 1,691,98!
260,52 1,063,77! (9,012 1,315,28:
Retall Meta Paymen
Banking Systems® All Others Total
$ 24,85¢ $ 12,44: $ - $ 37,29:
2,871 204 482 3,562
21,97¢ 12,23: (482) 33,73¢
1,05( (1) - 1,04¢
16,59: 52,957 25 69,57«
20,56¢ 54,68¢ 20€ 75,46!
16,95: 10,50¢ (66%) 26,79¢
5,96 3,99¢ (274) 9,68:
$ 10,98¢ $ 6,51¢ $ (390) $ 17,11«
$ 11,60: $ (11,609 $ - $ =
418,13 1,230,92! 1,93¢ 1,650,99:
216,91. 1,167,36 (4,482 1,379,79.
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The following tables present gross profit dataNt®S for the years ended September 30, 2014, 20d.2@1R2, respectively.

Year Ended September 30 201 201z 201z
Interest incom: $ 17,02t $ 14,807 $ 12,44:
Interest expense 124 124 204
Net interest incom 16,90: 14,68 12,231
Provision (recovery) for loan loss - - (@D}
Nor-interest incoms 48,52 50,29( 52,957

Card processing expense 15,457 15,54¢ 17,32:
Gross Profit 49,96¢ 49,427 47,87

Other non-interest expense 40,77 38,437 37,36:
Income (loss) before income tax expense (ber 9,191 10,99( 10,50¢

Income tax expense 1,482 2,611 3,99:¢
Net Income $ 7,70¢ % 8,37¢ % 6,51¢

NOTE 18. PARENT COMPANY FINANCIAL STATEMENTS
Presented below are condensed financial staterfarttse parent company, Meta Financial.

CONDENSED STATEMENTS OF FINANCIAL CONDITION

September 30 2014 2013
(Dollars in Thousands
ASSETS
Cash and cash equivale $ 9,43¢ $ 11,38¢
Investment in subsidiarie 175,56¢ 142,19¢
Other assets 393 32¢
Total assets $ 185,400 $ 153,91

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES

Subordinated debentur $ 10,31 $ 10,31(

Other liabilities 28¢ 62C
Total liabilities $ 10,59¢ $ 10,93(

STOCKHOLDERS' EQUITY

Common stocl 62 61

Additional paic-in capital 95,07¢ 92,96:

Retained earning 83,79: 71,26¢

Accumulated other comprehensive income (li (3,409 (20,28

Treasury stock, at cost (727) (1,029
Total stockholders' equity $ 174,80. $ 142,98
Total liabilities and stockholders' equity $ 185,40 $ 153,91
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CONDENSED STATEMENTS OF OPERATIONS

Years ended September 3( 2014 2013 2012
(Dollars in Thousands
Total other income $ - $ - $ 25
Interest expens 34¢ 46¢ 482
Other expense 77C 941 20¢
Total expense 1,11¢ 1,41C 691
Loss before income taxes and equity in undistributénet income of subsidiaries (1,119 (1,410 (66€)
Income tax benefit (422) (509 (275)
Loss before equity in undistributed net income of gbsidiaries (69€) (907) (397
Equity in undistributed net income of subsidiaries 16,40¢ 14,31¢ 17,50¢
Net income $ 15,71¢ $ 13,41¢ $ 17,11

CONDENSED STATEMENTS OF CASH FLOWS

For the Years Ended September 3( 2014 2013 2012
(Dollars in Thousands

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 15,71 $ 13,41¢  $ 17,11
Adjustments to reconcile net income to net caskigea by (used in) operating activit
Depreciation, amortization and accretion, (310 - -
Equity in undistributed net income of subsidial (16,409 (14,319 (17,509
Change in other asse 24¢€ 54 49¢
Change in other liabilities (332) (339 86¢
Net cash provided by (used in) operating activitie (1,099 (2,186 972
CASH FLOWS FROM INVESTING ACTIVITES
Capital contributions to subsidiaries - (6,000 (42,487)
Net cash provided by (used in)investing activite - (6,000 (42,48))
CASH FLOWS FROM FINANCING ACTIVITIES
Cash dividends pai (3,189 (2,926 (1,832
Stock compensatic 4 16& 27
Proceeds from issuance of common sl (51) 12,71¢ 47,79¢
Proceeds from exercise of stock opti 2,37¢ 2,54¢ -
Other, net - (38 -
Net cash provided by (used in) financing activitie (85%) 12,467 45,99:
Net change in cash and cash equivalen $ (1,949 $ 5281 $ 4,481
CASH AND CASH EQUIVALENTS
Beginning of year $ 11,38¢ $ 6,108 3 1,62¢
End of year $ 9,43¢ $ 11,38¢ $ 6,10¢

The extent to which the Company may pay cash diddeo stockholders will depend on the cash cugrevailable at the Compar
as well as the ability of the Bank to pay dividetaishe Company. For further discussion, see Ndtherein.
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NOTE 19. SELECTED QUARTERLY FINANCIAL DATA (UNAUDI TED)

QUARTER ENDED

September
December 3! March 31 June 30 30
(Dollars in Thousands
Fiscal Year 2014
Interest incom $ 11,16: $ 12,06: $ 12,56¢ $ 12,86¢
Interest expens 64¢ 544 63¢ 567
Net interest incom 10,51 11,51¢ 11,92¢ 12,30:
Provision (recovery) for loan loss - 30C 30C 55(
Net Income (loss 4,00z 4,14¢ 4,20¢ 3,36:
Earnings (loss) per common and common equivaleare:
Basic $ 0.6€ $ 0.6¢ $ 0.6¢ $ 0.5¢
Diluted 0.6t 0.67 0.6¢ 0.5¢
Dividend declared per sha 0.1z 0.1z 0.1z 0.1:
Fiscal Year 201¢
Interest incom $ 9,63C $ 9,71¢ $ 9,82t $ 9,80z
Interest expens 83: 81: 66€ 64z
Net interest incom 8,79 8,90¢ 9,15¢ 9,161
Provision (recovery) for loan loss - (300 - 30C
Net Income (loss 3,12¢ 3,147 3,672 3,47¢
Earnings (loss) per common and common equivaleare:
Basic $ 057 $ 057 $ 067 $ 0.5¢
Diluted 0.57 0.57 0.6¢€ 0.5¢
Dividend declared per sha 0.1: 0.1: 0.1: 0.1:
Fiscal Year 2012
Interest incom $ 9,61t $ 10,29¢ $ 9,14¢ $ 8,23¢
Interest expens 977 88¢ 857 841
Net interest incom 8,63¢ 9,411 8,29 7,39:
Provision (recovery) for loan loss 69¢ 20C 15C -
Net Income (loss 3,091 9,97( 2,38 1,66¢€
Earnings (loss) per common and common equivaleare:
Basic $ 097 $ 31z % 0.67 $ 0.1¢
Diluted 0.97 3.1C 0.6¢€ 0.1¢
Dividend declared per sha 0.1z 0.1z 0.1z 0.1:

NOTE 20. FAIR VALUES OF FINANCIAL INSTRUMENTS

ASC 820,Fair Value Measurementslefines fair value, establishes a framework for sneag the fair value of assets and liabili
using a hierarchy system and requires disclosuyestdair value measurement. It clarifies that failue is the price that would be receive
sell an asset or paid to transfer a liability in @derly transaction between market participantshm market in which the reporting en
transacts.

The fair value hierarchy is as follows:

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

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

Level 3 Inputs- Valuation is generated from modesed techniques that use significant assumptiohshservable in the market ¢
are used only to the extent that observable inptesnot available. These unobservable assumptiftect the Compang’ owr
estimates of assumptions that market participaotddwuse in pricing the asset or liability. Valigattechniques include use of opt
pricing models, discounted cash flow models andlairtechniques.
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There were no transfers between levels of thevidire hierarchy for the years ended September@0} and 2013.

Securities Available for Sale and Held to MaturitySecurities available for sale are recorded iatvielue on a recurring basis and secur
held to maturity are carried at amortized costir Falue measurement is based upon quoted pritesjailable. If quoted prices are
available, fair values are measured using an int#gr@ pricing service. For both Level 1 and LeRedecurities, management uses val
methods and techniques to corroborate prices adatdiom the pricing service, including but not lied to reference to dealer or other me
guotes, and by reviewing valuations of comparahdtriuments. The ComparsylLevel 1 securities include equity securities endual funds
The Companys Level 2 securities include U.S. Government agemz/instrumentality securities, U.S. Governmemtnag and instrumentali
mortgagebacked securities, municipal bonds, corporate debdrities and trust preferred securities. The omy had no Level 3 securities
September 30, 2014 and had no Level 1 or Levet@riies at September 30, 2013.

The fair values of securities are determined byioliig quoted prices on nationally recognized séearexchanges (Level 1 inpu
or valuation based upon quoted prices for similatruments in active markets, quoted prices fantidal or similar instruments in markets 1
are not active and model based valuation techniforesvhich significant assumptions are observablghie market (Level 2 inputs). T
Company considers these valuations supplied byré plarty provider which utilizes several sources\valuing fixedincome securities. The
sources include Interactive Data Corporation, Rsutgtandard and Posy’Bloomberg Financial Markets, Street Softwarehhetogy, and th
third party provider's own matrix and desk pricinghe Company, no less than annually, reviews ltirl fparty’s methods and souree’
methodology for reasonableness and to ensure asrsiadding of inputs utilized in determining faalwe. Sources utilized by the third pi
provider include but are not limited to pricing net&l that vary based by asset class and includdabiaitrade, bid, and other mar
information. This methodology includes but is tiotited to broker quotes, proprietary models, diggiste terms and conditions database:
well as extensive quality control programs. Monttilye Company receives and compares prices provwgteniultiple securities dealers ¢
pricing providers to validate the accuracy and @eableness of prices received from the third paryvider. On a monthly basis, -
Investment Committee reviews mark-to-market chamgéise securities portfolio for reasonableness.
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The following table summarizes the fair values @figities available for sale and held to maturitBaptember 30, 2014 and 20
Securities available for sale are measured aw/édire on a recurring basis, while securities heldhaturity are carried at amortized cost in
consolidated statements of financial condition.

Fair Value at Sepember 30, 201

Available For Sale Held to Maturity
(Dollars in Thousands Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Debt securitie!
Trust preferred and
corporate securitie $ 46,92¢ $ - $ 46,92¢ $ - $ - % - $ - $ =
Small business
administration securitie 67,01: - 67,01: - - - - -
Obligations of states anc
political subdivision: - - - - 18,98( - 18,98( -
Non-bank qualified
obligations of states ar
political subdivisions 367,58( - 367,58( - 192,16( - 192,16( -
Mortgage-backed
securities 657,87( - 657,87( - 68,17 - 68,17 -
Total debt securitie 1,139,39 - 1,139,39 - 279,31: - 279,31: -
Common equities and
mutual funds 82F 82E - - - - - -
Total securities $1,140,211 $ 82F $1,139,39 $ - $ 27931 % - $ 27931 % -
Fair Value at September 30, 201
Available For Sale Held to Maturity
(Dollars in Thousands Total Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3
Debt securitie!
Trust preferred and
corporate securitie $ 48,78 $ - $ 48,78 $ - $ - % - $ - $ =
Agency and
instrumentality
securities - - - - 9,61 - 9,61 -
Small business
administration securitie 10,58: - 10,58: - - - - -
Obligations of states anc
political subdivisions 1,727 - 1,725 - 18,34: - 18,34: -
Non-bank qualified
obligations of states ar
political subdivision: 238,72¢ - 238,72¢ - 169,46. - 169,46. -
Mortgage-backed
securities 581,37. - 581,37. - 73,10: - 73,10: -
Total securities $ 881,19: $ - $ 881,19¢ % - $ 27051t $ - $ 27051t % .

Foreclosed Real Estate and Repossessed £. Real estate properties and repossessed assétgtiatly recorded at the fair value less sel
costs at the date of foreclosure, establishingva ¢wst basis. The carrying amount at Septembe2@D4 and 2013 represent the lower o
new cost basis or the fair value less selling cokfereclosed assets that were measured at fhievabsequent to their initial classificatior
foreclosed assets.

Loans. The Company does not record loans at fair vatua pecurring basis. However, if a loan is congidémpaired, an allowance for Ic

losses is established. Once a loan is identifiedndividually impaired, management measures impait in accordance with ASC 3
Receivable.
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The following table summarizes the assets of they@any that are measured at fair value in the cateteld statements of financ
condition on a non-recurring basis as of SepteribeP014 and 2013.

Fair Value at September 30, 201
(Dollars in Thousands Total Level 1 Level 2 Level 3

Impaired Loans, ne

1-4 Family Real Estat $ 222 % - $ - $ 222
Commercial and Multi-Family Real Estat 93C - - 93C
Total Impaired Loan 1,152 - - 1,152
Foreclosed Assets, net 15 - - 15
Total $ 1,167 $ - $ - $ 1,167

Fair Value at September 30, 2013
(Dollars in Thousands Total Level 1 Level 2 Level 3

Impaired Loans, ne

1-4 Family Real Estat $ 257 % - 3 - $ 257
Commercial and Multi-Family Real Estat 1,81( - - 1,81(
Total Impaired Loan 2,067 - - 2,06
Foreclosed Assets, net 11€ - - 11€
Total $ 2,18 % = & - 9 2,18¢

Quantitative Information About Level 3 Fair Value M easurements

Fair Value at Fair Value at Valuation
(Dollars in Thousands September 30, 201  September 30, 201 Technigue Unobservable Input
Impaired Loans, ne $ 1,152 $ 2,067 Market approacl Appraised value®
Foreclosed Assets, n 15 11€ Market approac! Appraised value®

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

The following table discloses the Company’s estaddair value amounts of its financial instrumentisis managemerg’ belief the
the fair values presented below are reasonablaedb@s¢he valuation techniques and data availabtbéaCompany as of September 30, -
and 2013, as more fully described below. The dera of the Company are managed from a going goneasis and not a liquidation bas
As a result, the ultimate value realized for thmaficial instruments presented could be substandiferent when actually recognized over t
through the normal course of operations. Additiigna substantial portion of the Company’s inhérealue is the Bank' capitalization ar
franchise value. Neither of these components baea given consideration in the presentation ofvaiues below.
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The following presents the carrying amount andhestied fair value of the financial instruments Heydthe Company at September
2014 and 2013.

September 30, 201

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3

(Dollars in Thousands

Financial assets

Cash and cash equivalel $ 29,83: $ 29,83: $ 29,83: $ - $ =
Securities available for sa 1,140,211 1,140,211 82t 1,139,39: -
Securities held to maturil 282,93: 279,31. - 279,31. -
Loans receivable
One to four family residential mortgage loz 116,39! 111,25: - - 111,25
Commercial and mu-family real estate loar 224,30: 234,84! - - 234,84!
Agricultural real estate loat 56,07: 58,65: - - 58,65
Consumer loan 29,32¢ 29,58( - - 29,58(
Commercial operating loal 30,84¢ 25,66( - - 25,66(
Agricultural operating loans 42,25¢ 44,39¢ - - 44,39¢
Total loans receivabl 499,20: 504,38t - - 504,38
FHLB stock 21,24¢ 21,24¢ - 21,24¢ -
Accrued interest receivab 11,22 11,22 11,22 - -
Financial liabilities
Noninterest bearing demand depo 1,126,71! 1,126,71! 1,126,71! - -
Interest bearing demand deposits, savings, and ync
markets 105,27. 105,27 105,27: - -
Certificates of deposit 134,55. 134,74t - 134,74t -
Total deposit: 1,366,54. 1,366,73. 1,231,98 134,74¢ -
Advances from FHLE 7,00( 8,78¢ - 8,78¢ -
Federal funds purchas 470,00( 470,00( - 470,00( -
Securities sold under agreements to repurc 10,41 10,41« - 10,41« -
Subordinated debentur 10,31( 10,41¢ - 10,41¢ -
Accrued interest payab 31¢ 31¢ 31¢ - -
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September 30, 201

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3

(Dollars in Thousands

Financial assets

Cash and cash equivalel $ 40,06: $ 40,06: $ 40,06: $ - $ =
Securities available for sa 881,19: 881,19: - 881,19: -
Securities held to maturit 288,02t 270,51¢ - 270,51¢ -
Loans receivable
One to four family residential mortgage lo¢ 82,28’ 72,62¢ - - 72,62¢
Commercial and mu-family real estate loar 192,78t 200,77¢ - - 200,77
Agricultural real estate loat 29,55 30,92( - - 30,92(
Consumer loan 30,31« 30,58¢ - - 30,58¢
Commercial operating loal 16,26 15,71¢ - - 15,71¢
Agricultural operating loans 33,75( 35,17¢ - - 35,17¢
Total loans receivabl 384,95: 385,80° - - 385,80°
FHLB stock 9,994 9,994 - 9,994 -
Accrued interest receivah 8,58 8,58 8,58: - -
Financial liabilities
Noninterest bearing demand depo 1,086,25! 1,086,25 1,086,25 - -
Interest bearing demand deposits, savings, andync
markets 97,42¢ 97,42¢ 97,42¢ - -
Certificates of deposit 131,59¢ 132,18 - 132,18 -
Total deposit: 1,315,28 1,315,87 1,183,68 132,18 -
Advances from FHLE 7,00( 9,08¢ - 9,08¢ -
Federal funds purchas 190,00( 190,00( - 190,00: -
Securities sold under agreements to repurc 9,14¢ 9,14¢ - 9,14¢ -
Subordinated debentur 10,31( 10,31: - 10,31: -
Accrued interest payab 291 291 291 - -

The following sets forth the methods and assumptioged in determining the fair value estimatestlfier Companys financia
instruments at September 30, 2014 and 2013.

CASH AND CASH EQUIVALENTS
The carrying amount of cash and short-term investsis assumed to approximate the fair value.
SECURITIES AVAILABLE FOR SALE AND HELD TO MATURITY

Securities available for sale are recorded atvi@iue on a recurring basis and securities helddturity are carried at amortized cc
Fair values for investment securities are baseobdaining quoted prices on nationally recognizezligées exchanges, or matrix pricing, wt
is a mathematical technique widely used in the stguto value debt securities without relying exthely on quoted prices for the spec
securities, but rather by relying on the securitiegtionship to other benchmark quoted securities

LOANS RECEIVABLE, NET

The fair value of loans is estimated using a hisgor replacement cost basis concepé.(an entrance price concept). The fair v
of loans was estimated by discounting the futushddbws using the current rates at which simiteanis would be made to borrowers anc
similar remaining maturities. When using the disting method to determine fair value, loans wem@uged by homogeneous loans \
similar terms and conditions and discounted atgetarate at which similar loans would be madedodwers at September 30, 2014 and 2!
In addition, when computing the estimated fair eafor all loans, allowances for loan losses hawntsibtracted from the calculated fair vi
as a result of the discounted cash flow which axprates the fair value adjustment for the credaligy component.
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FHLB STOCK

The fair value of such stock is assumed to appraténibook value since the Company is generally biedeem this stock at |
value.

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

The carrying values of noimerest bearing checking deposits, interest bgacimecking deposits, savings, and money marki
assumed to approximate fair value, since such dspaie immediately withdrawable without penalffhe fair value of time certificates
deposit was estimated by discounting expected dutash flows by the current rates offered on destiés of deposit with similar remain
maturities.

In accordance with ASC 82F;jnancial Instruments no value has been assigned to the Company’stkmng-relationships with i
deposit customers (core value of deposits intaay&ihce such intangible is not a financial instemtras defined under ASC 825.

ADVANCES FROM FHLB

The fair value of such advances was estimated $goditing the expected future cash flows usingetuirinterest rates for advan
with similar terms and remaining maturities.

FEDERAL FUNDS PURCHASED
The carrying amount of federal funds purchasedssimed to approximate the fair value.
SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES

The fair value of these instruments was estimatgddiscounting the expected future cash flows usilegived interest rat
approximating market over the contractual matusftguch borrowings.

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

It must be noted that fair value estimates are na@despecific point in time, based on relevantkaainformation about the financ
instrument. Additionally, fair value estimates drased on existing on- and dfédlance sheet financial instruments without attémgptc
estimate the value of anticipated future businesstomer relationships and the value of assetdiabitities that are not considered finan
instruments. These estimates do not reflect aeynjum or discount that could result from offerirfge tCompanys entire holdings of
particular financial instrument for sale at onedim~urthermore, since no market exists for ceméithe Companyg financial instruments, f:
value estimates may be based on judgments regafdinge expected loss experience, current econauoiaitions, risk characteristics
various financial instruments and other factorfieSe estimates are subjective in nature and inuaheertainties and matters of signific
judgment and therefore cannot be determined wittigh level of precision. Changes in assumptionsvalh as tax considerations co
significantly affect the estimates. Accordinglyased on the limitations described above, the agggeair value estimates are not intende
represent the underlying value of the Company,ithelea going concern or a liquidation basis.
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NOTE 21. INTANGIBLE ASSETS

The changes in the carrying amount of the Compmaintangible assets for the years ended Septenthe?@4 and 2013 are
follows:

Meta Paymen Meta Paymen

Systems® Systems®
Patents Other Total
Balance as of September 30, 2( $ 2,33¢ % - $ 2,33¢
Acquisitions during the peric 331 - 331
Amortization during the perio (78) - (78)
Write-offs during the period (4) - (4)
Balance as of September 30, 2014 $ 2,58t $ - 3 2,58¢
Meta Paymen Meta Paymen
Systems® Systems®
Patents Other Total
Balance as of September 30, 2( $ 2,02¢ $ 9 3 2,03t
Acquisitions during the peric 363 - 363
Amortization during the perio (50) 9 (59
Write-offs during the period - - -
Balance as of September 30, 2013 $ 2,33¢ $ - 3 2,33¢
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The anticipated future amortization of intangikieas follows:

Meta Paymen Meta Paymen

Systems® Systems®
Patents Other Total

Year Ending September 30

2015 $ 91 $ - $ 91
2016 91 - 91
2017 91 - 91
2018 91 - 91
2019 91 - 91
Thereafter 2,13 - 2,138
Total anticipated intangible amortization $ 2,58t $ - 3 2,58¢

The Company tests intangible assets for impairratlgast annually or more often if conditions irdéca possible impairment.
NOTE 22. SUBSEQUENT EVENTS

On December 2, 2014, the Company, via its bank idiadng, MetaBank, completed the previously annoghequisition ¢
substantially all of the commercial loan portfoéind related assets of AFS/IBEX Financial Servitas, (“AFS”) and has hired the AFS tea
The acquisition, which was announced on October2D44, was concluded following satisfaction of a@rtclosing conditions, includil
regulatory approvals. The aksh transaction includes the AFS operating platfather assets, and approximately $77 million wbtandin
insurance premium finance loan receivables. Udosimg, MetaBank created a new operating divis®RS/IBEX, which will continue t
serve businesses and insurance agencies natiomitfdeommercial insurance premium financing. ABEK will be headquartered in Dall;
TX, with a full service office in Southern Califaen

Management has evaluated subsequent events. Wheseno material subsequent events that would regetognition or disclosu
other than noted above, in our consolidated firgratatements as of and for the year ended Septe36b2014.

Item 9. Changes in and Disagreements With Accountants on Aounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

(a) Evaluation of Disclosure Controls and Procedure

Management, under the direction of its Chief ExeeuOfficer and Chief Financial Officer, is respdiis for maintaining disclosu
controls and procedures (as defined in Rules 13ayHnd 15d-15(e) under the Securities ExchangeoAt®34, as amended (the “1934 Act”
that are designed to ensure that information requio be disclosed in reports filed or submittedarrthe 1934 Act is recorded, proces
summarized and reported within the time periodi§ipe in SEC rules and forms and that such infdromais accumulated and communice
to management, including the Companghief Executive Officer and Chief Financial Offic to allow timely decisions regarding requ
disclosures.
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In connection with the preparation of this Annuap@rt on Form 10-K, management evaluated the Comgalisclosure controls a
procedures. The evaluation was performed underditextion of the Compang’ Chief Executive Officer and Chief Financial Oéfictc
determine the effectiveness, as of September 304,24 the design and operation of the Compsuayysclosure controls and procedures. B
upon that evaluation, the Chief Executive Officed £hief Financial Officer concluded thahe Companys disclosure controls and procedi
were effective in timely alerting them to the m&kmformation relating to the Company requiredbi® included in the Comparsyperiodi
SEC filings. In addition, no change in our intdroantrol over financial reporting (as defined inul®s 13a-15(f) and 15#5(f) under th
Exchange Act) occurred during the fourth quarteoof fiscal year ended September 30, 2014, thatfasrially affected, or is reasona
likely to materially affect, our internal controber financial reporting.

(b) Managemen's Annual Report on Internal Control over FinanciaReporting.

The Companys management is responsible for establishing aridtamaing effective internal control over financigdporting. Th
Companys internal control over financial reporting is a@ess designed to provide reasonable assuranaairegéhe reliability of financit
reporting and the preparation of financial statetdor external purposes in accordance with GAABur internal control over financ
reporting includes those policies and proceduras (i pertain to the maintenance of records tlmteasonable detail, accurately and f:
reflect the transactions and dispositions of theetsof the Company; (ii) provide reasonable assgrdhat transactions are recorde
necessary to permit preparation of financial statetsin accordance with GAAP, and that receiptseapénditures of the Company are b
made only in accordance with authorizations of @wmpanys management and directors; and (iii) provide nealle assurance regard
prevention or timely detection of unauthorized asijon, use, or disposition of the Company asslets could have a material effect on
financial statements.

Internal control over financial reporting, no mattew well designed, has inherent limitations. &ese of such inherent limitatio
internal control over financial reporting may naoeyent or detect misstatements. Also, projectminany evaluation of effectiveness to ful
periods are subject to the risk that controls megoime inadequate because of changes in conditiotisat the degree of compliance with
policies or procedures may deteriorate.

Management assessed the effectiveness of the Cgfhspaternal control over financial reporting as ejpS&mber 30, 2014, based
the criteria set forth by the Committee of SponsprOrganizations of the Treadway Commission inéinal Controlintegrated Framewo
(1992).” After conducting the assessment, managerdetermined that, as of September 30, 2014, thepa@nys internal control ow
financial reporting is effective, based on thosteda.

The effectiveness of the Compasyihternal control over financial reporting as ap&mber 30, 2014, has been audited by Ki

LLP, the independent registered public accounting fvho also has audited the Compangbnsolidated financial statements included is
Annual Report on Form 10-K. KPMG LLP’s report ort@ompany’s internal control over financial repogteppears below.
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(c) Changes in Internal Control over Financial Reportm

Therewere no changes in the Company's internal contvet dinancial reporting that occurred during theirtb quarter that ha
materially affected, or are reasonably likely totenglly affect, the Company's internal control pfisancial reporting.

Iltem 9B. Other Information

None.
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KPMG LLP

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

Report of Independent Registered Public Accountindrirm

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

We have audited Meta Financial Group, lagthe Company) internal control over financialogimg as of September 30, 2014, base
criteria established imternal Control — Integrated Framework (1998sued by the Committee of Sponsoring Organizatairtbe Treadwa
Commission (COSO). The Compasyhanagement is responsible for maintaining effedtiternal control over financial reporting and fis
assessment of the effectiveness of internal comivel financial reporting, included in the accomypag Managemen$ Annual Report ¢
Internal Control over Financial Reporting. Our msgibility is to express an opinion on the Comparigternal control over financial report
based on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, and testing aatli@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 circunestaée believe that our audit provide
reasonable basis for our opinion.

A companys internal control over financial reporting is @ess designed to provide reasonable assuranaeliregthe reliability of financie
reporting and the preparation of financial stateisidor external purposes in accordance with gelyeealcepted accounting principles
companys internal control over financial reporting inclgddose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management :
directors of the company; and (3) provide reasanalsurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @¢taisstatements. Also, projections of
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Meta Financial Group, Inc. maintdnin all material respects, effective internaitcol over financial reporting as of Septenr
30, 2014, based on criteria establishethternal Control — Integrated Framework (1998%ued by the Committee of Sponsoring Organiza
of the Treadway Commission (COSO).

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolids
statements of financial condition of Meta Finan&@abup, Inc. and subsidiaries as of September @04 2nd 2013, and the related consolic
statements of operations, comprehensive incoms)(lobanges in stockholders’ equity, and cash fllawsach of the years in the thrgeal
period ended September 30, 2014, and our repceddaecember 12, 2014 expressed an unqualified apiomn those consolidated finan
statements.

/sl KPMG LLF

Des Moines, lowi
December 12, 201
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PART Il

Iltem 10. Directors, Executive Officers and Corporate Governace

Directors

Information concerning directors of the Companyuiegd by this item will be included under the caps “Election of Directors,”
“Communicating with Our Directors” and “StockholdBroposals For The Year 2014 Annual Meeting” in @@mpanys definitive Prox
Statement for the Annual Meeting of Stockholderbédcheld on January 26, 2015 (the “2014 Proxy Btetd”), a copy of which will be file
not later than 120 days after September 30, 201dljssincorporated herein by reference.

Executive Officers

Information concerning the executive officers af thompany required by this item is set forth urttlercaption Executive Officers ¢
the Company Who Are Not Directors” contained intRaltem 1 “Business” of this Annual Report on Fol0K 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 willibeluded under the capti
“Section 16(a) Beneficial Ownership Reporting Coiapte” in the Company’s 2014 Proxy Statement aridlcgrporated herein by reference.

Audit Committee Financial Expert

Information regarding the audit committee of then@any’s Board of Directors, including information regamgliJeanne Partlow, t
audit committee financial expert serving on theicommittee for fiscal 2014 will be included undbe captions “Meetings and Committees
and “Election of Directors” in the Company’s 201¢vbfy Statement and is incorporated herein by refsse

Code of Ethics

Information regarding the Company’s Code of Ethigl be included under the caption “Corporate Ganarce” in the Company’
2014 Proxy Statement and is incorporated hereirefgrence.

ltem 11. Executive Compensation

Information concerning executive and director congagion will be included under the captionSompensation Processes
Procedures,” “Compensation of Directors” and “Exe@ Compensation” in the Compasy2014 Proxy Statement and is incorporated h
by reference.

Item 12. Security Ownership of Certain Beneficial Owners andlanagement and Related Stockholder Matter:

(a) Security Ownership of Certain Beneficial Owners dahagemen

The information required by this item will be indied under the caption “Stock Ownership” in the Canys 2014 Proxy Stateme
and is incorporated herein by reference.
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(b) Changes in Contrc

Management of the Company knows of no arrangemémtkjding any pledge by any persons of securitieshe Company, tt
operation of which may, at a subsequent date;rgsalchange 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 underptan, was approved by the Boar:
Directors on November 30, 2007, and by the stoddrsl at the annual meeting held February 12, 200 Company also has unexerc
options outstanding under a previous stock optian.pThe following table provides information abtiue Companys common stock that m
be issued under the Company’s omnibus incentivespla

Number of securities
remaining available

Number of securities for future issuance
to be issued upon Weighted-average under equity
exercise of exercise price of compensation plan
outstanding options,  outstanding options,  excluding securities
Plan Category warrants and rights warrants and rights reflected in (a)

Equity compensation plans approved by stockhol 235,76t $ 25.2( 562,65

Equity compensation plans not approved by stocldrs - $ = =
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,” ‘éliags and Committeesinc
“Related Person Transactions” in the Company’s 2&bky Statement and is incorporated herein byeef.

Iltem 14. Principal Accountant Fees and Service

The information required by this item will be inded under the caption “Independent Registered ®u#adcounting Firm”in the
Company’'s 2014 Proxy Statement and is incorporiagzdin 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:

€) Financial Statements:

The following financial statements are included emi@art Il, Item 8 of this Annual Report on FormK0

1.

2.

6.

7.

Report of Independent Registered Public Accounfing.

Consolidated Statements of Financial ConditionféSeptember 30, 2014 and 20

Consolidated Statements of Operations for the YEaded September 30, 2014, 2013, and 2

Consolidated Statements of Comprehensive Incomss{Lfor the Years ended September 30, 2014, 20832@12.

Consolidated Statements of Changes in Stockisl&guity for the Years Ended September 30, 2014, 2@t
2012.

Consolidated Statements of Cash Flows for the Yeaded September 30, 2014, 2013, and 2

Notes to Consolidated Financial Stateme

(b) Exhibits:

See Index to Exhibits.

(c) Financial Statement Schedules:

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

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regiidthas duly caused this Rej
to be signed on its behalf by the undersignedetir@o duly authorized.

META FINANCIAL GROUP, INC.

Date: December 12, 20: By:/s/ J. Tyler Haah

J. Tyler Haahr, Chairman of the Bo:
and Chief Executive Office

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

By:/s/ J. Tyler Haah Date: December 12, 20:
J. Tyler Haahr, Chairman of the Bo:
and Chief Executive Office
(Principal Executive Officer

By:/s/ Bradley C. Hansa Date: December 12, 20:
Bradley C. Hanson, President and Dire«

By:/s/ Douglas J. Haje Date: December 12, 20:
Douglas J. Hajek, Directc

By:/s/ Elizabeth G. Hoopl Date: December 12, 20:
Elizabeth G. Hoople, Directc

By:/s/ Frederick V. Moor: Date: December 12, 20:
Frederick V. Moore, Directc

By:/s/ Troy Moore Il Date: December 12, 20:
Troy Moore lll, Director

By:/s/ Rodney G. Muilenbur Date: December 12, 20:
Rodney G. Muilenburg, Directc

By:/s/ Jeanne Partlo Date: December 12, 20:
Jeanne Partlow, Direct:

By:/s/ Glen W. Herrick Date: December 12, 20:
Glen W. Herrick, Executive Vic
President and Chief Financial Offic
(Principal Financial and Accounting Office
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Exhibit
Number
3(i)

3(ii)

4.1

4.2

110.1

*10.2

*10.3

*10.5

INDEX TO EXHIBITS

Description

Registrant’s Certificate of Incorporation, as anemhdfiled on May 10, 2013, as an exhibit to the iRegnt's registratio
statement on Form-3 (Commission File No. 3:-188535), is incorporated herein by referet

Registrant's Amended and Restated By-laws, as aetkrfiled on December 16, 2013 as an exhibit toRkgistrants Annua
Report on Form 10-K for the fiscal year ended Saper 30, 2013 (Commission File No2@140), is incorporated herein
reference

Registrant’s Specimen Stock Certificate, filed ebfuary 19, 2010 as an exhibit to the Registsarggistration statement
Form $-3 (Commission File No. 3:-164997), is incorporated herein by referer

Sales Agency Agreement, dated June 10, 2013, amiatg Financial Group, Inc., MetaBank and SandleX &l & Partners
L.P. filed on June 10, 2013, as an exhibit to tlegiBRrant's Current Report on Form 8-K (Commissiole No. 022140), i
incorporated herein by referen:

Registrant’s 1995 Stock Option and Incentive Pliged as an exhibit to the Registrant’s Annual Reépm Form 10KSB for the
fiscal year ended September 30, 1996 (CommissienNg. (-22140), is incorporated herein by referer

Employment Agreement between MetaBank and J. Fyéahr, originally filed as an exhibit to the Rerasit’'s Annual Report ¢
Form 10-K for the fiscal year ended September 3@;71(Commission File No. B2140), is incorporated herein by referer
First amendment to such agreement, filed as arbitxbithe Registrant’s Annual Report on FormKL.@er the fiscal year end:
September 30, 2008 (Commission File N-22140), is incorporated herein by referer

Registrant’s Supplemental Employees’ Investmenn,Rdsiginally filed as an exhibit to the Registranf\nnual Report on For
10-KSB for the fiscal year ended September 30, ¥@&mmission File No. @2140). First amendment to such agreement,
as an exhibit to the Registrant’s Annual ReporFomm 10K for the fiscal year ended September 30, 2008 (Gimsion File N¢
0-22140), is incorporated herein by referer

Registrant’s 2002 Omnibus Incentive Plan, filecaasexhibit to the Registrant’s Annual Report onrfrdi0OK for the fiscal yee
ended September 30, 2003 (Commission File I-22140), is incorporated herein by referer

IManagement Contract or Compensatory Plan or Agraeme
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*10.6

*10.7

*10.8

*10.9

*10.10

*10.11

*10.12

11

Employment Agreement between MetaBank and Bradley&hson, originally filed as an exhibit to the Ré@nt's Annua
Report on Form 10-K for the fiscal year ended Seper 30, 2005 (Commission File No2@440). First amendment to sl
agreement, filed as an exhibit to the RegistraAtwual Report on Form 1K-for the fiscal year ended September 30, :
(Commission File No.-22140), is incorporated herein by referer

Employment Agreement between MetaBank and Troy Maby originally filed as an exhibit to the Regatt's Annual Repo
on Form 10-K for the fiscal year ended Septembe805 (Commission File No. B2140). First amendment to such agreer
filed as an exhibit to the Registrant’s Annual Remm Form 10K for the fiscal year ended September 30, 2008 (@mmsior
File No. (-22140), is incorporated herein by referer

The First Amendment to Registran2002 Omnibus Incentive Plan, adopted by the Ragison August 28, 2006, and filed
December 19, 2006 as Exhibit A to the RegistraBthedule 14A (DEF 14A) Proxy Statement (Commissiibe No. 0-22140)
is incorporated by referenc

The Second Amendment to Registran?002 Omnibus Incentive Plan, adopted by the Regison November 30, 2007, ¢
filed on January 3, 2008 as Exhibit A to the Regisfs Schedule 14A (DEF 14A) Proxy Statement (Commisside No

0-22140), is incorporated by reference.

Employment Agreement between MetaBank and David. &édom, dated October 27, 2008 filed as an extolite Registrans
Annual Report on Form 10-K for the fiscal year eshdgeptember 30, 2008 (Commission File N®2040), is incorporatt
herein by referenct

Amended and Restated Contract for Deferred Compiensaetween MetaBank and James S. Haahr, dateer8ber 27, 200
and the first amendment thereto filed as an exlibithe Registrant’'s Annual Report on FormKL.@er the fiscal year end:
September 30, 2008, is incorporated herein by eafa.

Consulting Services Agreement between the Registirzch James S. Haahr, dated October 10, 2011 #exdieé as of October
2011, filed on October 12, 2011 as an exhibit toRegistrant’s Current Report on Form 8-K (Commoisstile No. 6-22140), it
incorporated herein by referen:

Statement re: computation of per share earnings [®te 2 of “Notes to Consolidated Financial Steets,”which is include
in Part Il, Item & Financial Statements and Supplementary ” of this Annual Report on Form -K).
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21 Subsidiaries of the Registrant is filed herew

23.1 Consent of Independent Registered Public Accourking is filed herewith

311 Certification of Principal Executive Officer pursudo Section 302 of the Sarban@sxley Act of 2002 is filed herewith.
31.2 Certification of Principal Financial Officer purquao Section 302 of the Sarban@sxley Act of 2002 is filed herewith.
32.1 Certification of the CEO pursuant to Section 908ha&f Sarban-Oxley Act of 2002 is filed herewitt

32.2 Certification of the CFO pursuant to Section 90éhef Sarban«-Oxley Act of 2002 is filed herewitt

101.INS Instance Document Filed Herewi

101.SCH XBRL Taxonomy Extension Schema Document Filed Hére\

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutnigiled Herewith

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhé&iled Herewith,

101.LAB XBRL Taxonomy Extension Label Linkbase Documene&iHerewith

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenntriled Herewith




Exhibit 21
SUBSIDIARIES OF THE REGISTRANT
State of
Percentage of Incorporation or
Parent Subsidiary Ownership Organization

Meta Financial Group, Int MetaBank 100% Federal

First Midwest Financial Capital
Meta Financial Group, In Trust | 100% Delaware

The financial statements of Meta Financial Group. lare consolidated with those of MetaBank, but those of First Midwe
Financial Capital Trust I.




Exhibit 23.1
Consent of Independent Registered Public Accountingirm

The Board of Directors
Meta Financial Group, Inc.
Sioux Falls, South Dakota

We consent to the incorporation by reference inrdugstration statements pertaining to the Metafamnl Group, Inc. 1995 Stock Option
Incentive Plan (No. 33322523) and the Meta Financial Group, Inc. 2002 Gusilncentive Plan (No. 333-110200, No. 338407, and N
333-151604) of Meta Financial Group, Inc. on Forf@ 8nd in the registration statement (N833-188535) of Meta Financial Group, Inc.
Form S3 of our reports dated December 12, 2014, witheaeisfp the consolidated statements of financiadié@mn of Meta Financial Grou
Inc. and subsidiaries as of September 30, 20142848, and the related consolidated statements exfatipns, comprehensive income (Ic
changes in stockholders’ equity, and cash flowsfarh of the years in the thrgear period ended September 30, 2014, and thetigéfaess ¢
internal control over financial reporting as of 8epber 30, 2014, which reports appear in the Sdmer80, 2014 Annual Report on Fc

10-K of Meta Financial Group, Inc.

/sl KPMG LLP

Des Moines, lowi
December 12, 201




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 18f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théode presented in this annual report;

4. The Registrarg’ other certifying officers and | are responsildledstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procsduarecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatiieg to the Registrant, including its consolightibsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepared

b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttie preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the RegistsadiSclosure controls and procedures and presémtéds report our conclusions ab
the effectiveness of the disclosure and procedaresf the end of the period covered by this repased on such evaluation; and

d) Disclosed in this report any change in the Regnts internal control over financial reporting thatored during the Registre
issuer's most recent fiscal quarter (the Registsdiourth fiscal quarter in the case of an annuyabrrg that has materially affected, o
reasonably likely to materially affect, the Regdasi’'s internal control over financial reporting;dan

5. The Registrarg’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robriver financie
reporting, to the Registrant’s auditors and theitacdmmittee of the Registrast'board of directors (or persons performing theiveden:
function):

a) All significant deficiencies and material weakses in the design or operation of internal ctsmtreer financial reporting which ¢
reasonably likely to adversely affect the Regigdtsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that inv@dvmanagement or other employees who have a samifrole in the Registrast’
internal control over financial reporting.

Date: December 12, 2014 By:/s/ J. Tyler Haah

J. Tyler Haahr, Chairman of the Board
and Chief Executive Office




Exhibit 31.2

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

I, Glen W. Herrick, certify that:
1. | have reviewed this Annual Report on Form 18fH/leta Financial Group, Inc.;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to r
the statements made, in light of the circumstanoeler which such statements were made, not misigadith respect to the period coverec
this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théode presented in this annual report;

4. The Registrarg’ other certifying officers and | are responsildledstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetnal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procsduarecaused such disclosure controls and procedorée designed under
supervision, to ensure that material informatidatiieg to the Registrant, including its consolightibsidiaries, is made known tc
by others within those entities, particularly dgrihe period in which this report is being prepared

b) Designed such internal control over financégdarting, or caused such internal control overrfaial reporting to be designed un
our supervision, to provide reasonable assurangardang the reliability of financial reporting arttie preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the RegistsadiSclosure controls and procedures and presémtéds report our conclusions ab
the effectiveness of the disclosure and procedaresf the end of the period covered by this repased on such evaluation; and

d) Disclosed in this report any change in the Regit’s internal control over financial reportititat occurred during the Registrant’
most recent fiscal quarter (the Registrarfburth fiscal quarter in the case of an annupbm@ that has materially affected, o
reasonably likely to materially affect, the Regdasi’'s internal control over financial reporting;dan

5. The Registrarg’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robriver financie
reporting, to the Registrant’s auditors and theitacdmmittee of the Registrast'board of directors (or persons performing theiveden:
function):

a) All significant deficiencies and material weakses in the design or operation of internal ctsmtreer financial reporting which ¢
reasonably likely to adversely affect the Regigdtsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that inv@dvmanagement or other employees who have a samifrole in the Registrast’
internal control over financial reporting.

Date: December 12, 20: By:/s/ Glen W. Herricl
Glen W. Herrick, Executive Vice President
and Chief Financial Office




Exhibit 32.1

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

In connection with the Annual Report of Meta Finah&roup, Inc. (the “Company”) on Form XOfor 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. ect350, as adopted pursuant to Section 906 od#rbanes-Oxley Act of 2002, that:

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

(2) the information contained in the Report fairly pmets, in all material respects, the financial cbadiand result of operatio
of the Company

By:/s/ J. Tyler Haah

Name: J. Tyler Haal
Chairman of the Board and Chief Executive Offi

December 12, 201




Exhibit 32.2

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

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form ¥0for the year ended September
2014, as filed with the Securities and Exchange Q@sion on the date of this Certification (the “Rep), I, Glen W. Herrick, the Chi
Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursuaBéttion 906 of the Sarban@sdey Act o
2002, that:

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

(2) the information contained in the Report fairly @ets, in all material respects, the financial ctadiand result of operatio
of the Company

By:/s/ Glen W. Herrick
Name: Glen W. Herric

Executive Vice President and Chief Financial Offi
December 12, 201




