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Forward-Looking Statements

Meta Financial Group, In&, (“Meta Financial” or “the Company”) and its whplbwned subsidiaries, MetaBank (the “Bank”),
MetaBank West Central (“MetaBank WC”) and Meta Tr@smpany® (“Meta Trust” or the “Trust Company”), may from tévo time make
written or oral “forward-looking statements,” inding statements contained in its filings with thec@ities and Exchange Commission (“SEC”
in its reports to shareholders, and in other comoations by the Company, which are made in godtth tay the Company pursuant to the “safe
harbor” provisions of the Private Securities Litiga Reform Act of 1995.

These forward-looking statements include statemwiitsrespect to the Company’s beliefs, expectati@stimates and intentions that
are subject to significant risks and uncertainté®s are subject to change based on various fastrse of which are beyond the Company’s
control. Such statements address the followingestds future operating results; customer retentioan and other product demand; important
components of the Company’s balance sheet and imstatements; growth; new products and expansidrsanvices, such as those offered by
MetaBank or Meta Payment Systefi&MPS”), a division of MetaBank; credit quality amdlequacy of reserves; technology; and our
employees. The following factors, among othersjdtgause the Company’s financial performance fi@idmaterially from the expectations,
estimates, and intentions expressed in such foreaiking statements: competition; the strengthhefWnited States economy in general anc
strength of the local economies in which the Congpaonducts operations; the effects of, and changdsde, monetary, and fiscal policies and
laws, including interest rate policies of the Fedl®eserve Board; inflation, interest rate, markat] monetary fluctuations; the timely
development of and acceptance of new products envites offered by the Company as well as riskd(ating litigation) attendant thereto and
the perceived overall value of these products andces by users; the impact of changes in findseevices’ laws and regulations;
technological changes; acquisitions; risk in gehénaluding but not limited to those risks invahg the MPS division; the growth of the
Company’s business as well as expenses relategtdhehanges in consumer spending and saving hahisthe success of the Company at
managing and collecting assets of borrowers inudefa

The foregoing list of factors is not exclusive. diibnal discussions of factors affecting the Comya business and prospects are
contained in the Company'’s periodic filings witle tSEC. The Company expressly disclaims any irdenbligation to update any forward-
looking statement, whether written or oral, thayrba made from time to time by or on behalf of @@mpany or its subsidiaries.

Available Information

The Company’s website address is www.metacash.ddm.Company makes available, through a link witn$EC’s EDGAR
database, free of charge, its annual report on A@nid, quarterly reports on Form 10-Q, current iepon Form 8-K, amendments to those
reports filed or furnished pursuant to Section 18¢al5(d) of the Securities Exchange Act of 198 (‘Exchange Act”), and beneficial
ownership reports on Forms 3, 4, and 5 as sooeas®nably practicable after electronically filingclk material with, or furnishing it to, the
SEC. The information found on the Companwebsite is not incorporated by reference indiiany other report the Company files or furnis
to the SEC.




PART I
Item 1. Description of Business
General

Meta Financial is a Delaware corporation, the ppakassets of which are all the issued and outstgrshares of MetaBank and
MetaBank WC. Meta Financial, on September 20, 1888uired all of the capital stock of MetaBanlkcannection with its conversion from the
mutual to stock form ownership (the “ConversionQn September 30, 1996, Meta Financial became lalba@ding company for regulatory
purposes upon its acquisition of MetaBank WC asudised below. Unless the context otherwise regjuieferences herein to the Company
include Meta Financial, MetaBank WC and MetaBamid all subsidiaries on a consolidated basis. Mat&Band MetaBank WC may
sometimes collectively be referred to as the “Bahks

Since the Conversion, the Company has acquiredadimancial institutions. On March 28, 1994, Mdtinancial acquired Brookings
Federal Bank in Brookings, South Dakota (“Brookifgzleral”). On December 29, 1995, Meta Finanaguaed lowa Savings Bank, FSB in
Des Moines, lowa (“lowa Savings”). Brookings Fealend lowa Savings were both merged with, and operate as market areas of,
MetaBank. On September 30, 1996, Meta Financiapteted the acquisition of Central West Bancorporaf‘CWB”), the holding company
for MetaBank WC, which upon the merger of CWB iMeta Financial resulted in MetaBank WC becomingead-alone banking subsidiary of
Meta Financial.

MetaBank and MetaBank WC are the only direct, a&ctiil service banking subsidiaries of Meta FinahciThe Banks are community-oriented
financial institutions offering a variety of finaiat services to meet the needs of the communitieg serve. The Company, through the Banks,
provides a full range of financial services. Thimgipal business of MetaBank has consisted oéetitng retail deposits from the general public
and investing those funds primarily in one- to féamily residential mortgage loans, commercial andti-family real estate, agricultural
operations and real estate, construction, and coasand commercial business loans primarily in Beate&k's market area. MetaBank’s lending
activities have expanded in recent years to inchrdencreased emphasis on originations of commleanih multi-family real estate loans and
commercial business loans. MetaBank also purcHaaagarticipations from time to time from otharancial institutions. These loans
typically are collateralized by commercial realaéstand commercial businesses. In 2004, MetaBwasted a division known as MPS, which
issues prepaid cards, debit cards, consumer gestiticts, sponsors ATMs into various debit netwenkd offers other payment industry
products and services. MPS generates fee incothidan and no-cost deposits for MetaBank througtlaittivities. As noted in the
Management’'s Discussion and Analysis in the AniReggort, MPS is expanding and playing a more sigaifi role in the Company’s revenues
and profits. The principal business of MetaBank YW&S been and continues to be attracting retadsiepfrom the general public and investing
those funds in commercial and multi-family realgéstand commercial operating loans and, to a lesd¢ent, one- to four-family residential,
consumer and agriculture loans. The Banks alschaise mortgage-backed securities and other invasdrmpermissible under applicable
regulations. Meta Financial also owns Meta Trasouth Dakota trust corporation. At Septembe280y7, the Company had total assets of
$686.1 million, deposits of $523.0 million, and s#elders’ equity of $48.1 million. On November, 2807, the Company announced an
agreement to sell MetaBank WC. The Company reifiedsinancial information as discontinued bankeagtions in the consolidated financial
statements and the notes thereto in the Annual ®eps such, information in this Annual ReportBorm 10-K has been adjusted to eliminate
the effect of discontinued bank operations unléleravise indicated.




The Company’s revenues are derived primarily frateriest on commercial and residential mortgagesoarortgage-backed securities,
commercial business loans, fees generated thrdweghdtivities of MPS, other investments, consuroans$, agricultural operating loans,
commercial business loans, income from servicegg®gioan origination fees, and loan servicingifieeme.

The Trust Company, established in April 2002 agatls Dakota corporation and a whobyvned subsidiary of Meta Financial, provis
a full range of trust services. First Midwest Finl Capital Trust, also a wholly-owned subsidiafyMeta Financial, was established in
July 2001 for the purpose of issuing trust pref@ecurities.

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

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

Market Area

MetaBank has four market areas and the MPS Dividimmthwest lowa (“NWI"), Brookings, Central low&31”), and Sioux Empire
(“SE”). MetaBank’s headquarters is located at E2%t Fifth Street in Storm Lake, lowa. NW!I opesatgo offices in Storm Lake, lowa.
Brookings operates one office in Brookings, Sou#tk@a. Cl operates a total of six offices in lowes Moines (3), West Des Moines (2) and
Urbandale. SE operates four offices and one adinative office in Sioux Falls, SD. MPS, whichaf prepaid cards and other payment
industry products and services nationwide, operai¢®f Sioux Falls, South Dakota. See “Meta PaynSystem& Division.”

MetaBank WC operates its business through thréedéulice offices in Casey, Menlo and Stuart, lowa.
The Company also has a non-retail service brandheimphis, Tennessee.

The Company’s primary market area includes the loaumnties of Adair, Buena Vista, Dallas, Guthried &olk, and the South Dakota
counties of Brookings, Lincoln and Minnehaha.

lowa ranks in the top ten states for its low cdddang business (Economy.com Inc 2005), amonddpden states for “technology
sophistication” in K-12 schools (Market Data Retgh, third most favorable business liability clitean the nation (Harris Interactive Survey,
U.S. Chamber of Commerce, 2003), sixth “most liedlstate in the nation (Morgan Quinto State Ran&jr&p07), and has low corporate income
and franchise taxes.

South Dakota ranks first in students per compuEeu¢ation Weekly, Technology Counts 2006), nintlo&trlivable” state in the nation
(Morgan Quinto State Rankings, 2007), is the se¢eafkst” state (Uniform Crime Report, FBI, 200Bdehas no corporate income tax, personal
income tax, personal property tax, business invgrtx, or inheritance tax.

Storm Lake is located in lowa’s Buena Vista Coueghyproximately 150 miles northwest of Des Moines 20@d miles southwest of
Minneapolis. Like much of the state of lowa, Stdrake and the surrounding market area are highpeddent upon farming and agricultural
markets. Major employers in the area include Budista Regional Medical Center, Tyson Foods, Saa Eoods, and Buena Vista University.
The Northwest lowa market operates two officestor@ Lake.




Brookings is located in east central Brookings QGpuSouth Dakota, approximately 50 miles north @i Falls and 200 miles west of
Minneapolis. The Bank’s market area encompassa®zaimately a 30-mile radius of Brookings. Theaaig generally rural, and agriculture is a
significant industry in the community. South Dak&tate University is the largest employer in Bingk. The community also has several
manufacturing companies, including 3M, Larson Mactifiring, Daktronics, Falcon Plastics, Twin CitynFand Rainbow Play Systems, Inc.
The Brookings market operates from an office lodatedowntown Brookings.

Des Moines, lowa’s capital, is located in centmald. The Des Moines market area encompasses Ralktyand surrounding
counties. MetaBank’s Central lowa main officedsdted in the heart of downtown Des Moines. Thiealddale office is in a high growth area
just off I-80 at the intersection of two major streets. West Des Moines office operates near a high-traffiersection, across from a major
shopping mall. The Ingersoll office is located neéree heart of Des Moines, on a major thoroughfere, densely populated area. The Highland
Park facility is located in a historical distrigg@oximately five minutes north of downtown Des kes. The Jordan Creek office is located near
Jordan Creek Town Center in West Des Moines, ortbeofastest growing communities in the State afd@nd the Greater Des Moines area.
The Des Moines metro area is one of the top threerance centers in the world, with sixty-seveniiaace company headquarters and over one
hundred regional insurance offices. Major empleyeclude Principal Life Insurance Company, Des idsi Community Schools, Central lowa
Hospital Corporation, Mercy Hospital Medical Centdy-Vee Food Stores, Inc., Wells Fargo Home Mortgage Bioneer Hi Bred Internatior
Inc., Bridgestone/Firestone, Communications Datai€es Inc., and Meredith Corporation. Universtand colleges in the area include Des
Moines Area Community College, Drake Universitynpson College, Des Moines University — Osteopaltthéclical Center, Grand View
College, AIB College of Business, and Upper lowavdrsity. The unemployment rate in the Des Moimegro area was 3.4% as of
September 2007.

Sioux Falls is located at the crossroads of Inaest29 and 90 in southeast South Dakota, 270 solethwest of Minneapolis. The
Sioux Falls market area encompasses Minnehahaiandlh counties. Sioux Falls ranks third in a oaél list of top cities to start a company
according to a report by Cognetics, Inc. (Kiplinggaport, April 2001). Sioux Falls received an “Asfi Zero Population Growth’s 2001 Kid-
Friendly Cities Report Card, excelling in healthpfic safety, education, economics, environmend, @mmunity life, ranking third out of 140
cities. The city was called a “Diamond in the Riougs a great smaller market for businesses to rmakeve. The magazine cited the
community’s growth rates as a huge opportunity raodgnized the state’s friendly tax laws. (SaleMl&keting Management April 2002.) The
main branch is located at the high growth areazdf 8nd Western. Other branches are located & &8 Minnesota, the intersection of 12
and EImwood, and on North Minnesota Avenue justmof Russell Road. Major employers in the areduitle Sanford Health, Avera
McKennan Hospital, John Morrell & Company, Citibaf8outh Dakota) NA, and Hy-Vee Food Stores. Sieals is home to Augustana
College and The University of Sioux Falls. The mpdoyment rate in Sioux Falls was 2.4% as of Sept&m@007.

MetaBank WC’s main office operates in Stuart, whichocated in west-central lowa on the border dak and Guthrie counties,
approximately 40 miles west of Des Moines. MetdB®/C’'s market area is highly dependent on farmind agriculture. Local businesses
include Agri-Drain Corporation, Cardinal Glass, Bdsre Farms, Wausau Supply and Schafer Systemms mnaddition, a large number of area
residents commute to the Des Moines metro areadok. In recent years, efforts of the Midwest Rarship Corporation have resulted in
significant development of new service-related besses in the area, associated with the westwahsion of Des Moines and direct interstate
highway access. Seven industrial parks existeéseghwo counties with rail access recently addededstuart area. This development provides
economic diversity to MetaBank WC’s market area.




Several of the Company’s market areas are depeodesgriculture-related businesses, which are egpts exogenous risk factors
such as weather conditions and commodity priceesdntly, economic conditions in the agricultuesdtsr of the Company’s market area are
relatively strong. Recent rises in agriculturamncoodity prices will serve to offset more modesidgethis year. The agricultural economy is
accustomed to commaodity price fluctuations anckisegally able to handle such fluctuations withaghsicant problems. Although there has
been minimal effect observed to date, an extenéeidg of low commaodity prices or poor weather coiodis could result in a reduced demand
for goods and services provided by agriculturetegldusinesses, which could also affect other legsies in the Company’s market area.

Lending Activities

General. Historically, the Company originated fixed-ratee- to four-family mortgage loans. In the ea®gQas, the Company began
to focus on the origination of adjustable-rate mage (“ARM”) loans and short-term loans for retentin its portfolio in order to increase the
percentage of loans in its portfolio with more fueqt repricing or shorter maturities, and in som&es higher yields, than fixed-rate residential
mortgage loans. The Company, however, has comtiteriginate fixed-rate residential mortgage ®anresponse to consumer demand,
although most such loans are generally sold irsdo®ndary market. See “Management’s DiscussiorAaaty/sis — Asset/Liability
Management” in the Annual Report.

More recently, the Company has focused its lendutiyities on the origination of commercial and trédmily real estate loans,
commercial business loans, and, to a lesser extemtmnercial construction loans. The Company haased its emphasis, both in absolute
dollars and as a percentage of its gross loangdiartbn all types of commercial lending. The Camp also continues to originate one-to-four
family mortgage loans, consumer loans and agrialliurelated loans. The Company originates mé#sdoans in its primary market area. At
September 30, 2007, the Company’s net loan pastfotialed $355.6 million, or 51.8% of the Compangtal assets.

Loan applications are initially considered and appd at various levels of authority, dependingtuntype and amount of the loan. ~
Company has a loan committee consisting of seaittdrs and Market Presidents, and is led by thefClknding Officer. Loans in excess of
certain amounts require approval by at least twmbw®s of the loan committee, or by the BanRbard of Directors, which has responsibility
the overall supervision of the loan portfolio. TBempany reserves the right to discontinue, adjusteate new lending programs to respond to
its needs and to competitive factors.

At September 30, 2007, the Company’s largest lenditationship to a single borrower or group oaitetl borrowers totaled $10.4
million, of which $1.7 million has been sold to émer participant. The Company had 24 other lendabationships in excess of $3.0 million as
of September 30, 2007. At September 30, 2007, nbtteese loans were classified.

5




Loan Portfolio Composition. The following table provides information aboué ttomposition of the Company’s loan portfolio in
dollar amounts and in percentages (before dedufmmoans in process, deferred fees and discamisallowances for losses) as of the dates
indicated. Balances related to discontinued bardtations have been eliminated for all periodsegumres].

At September 30,
2007 2006 2005 2004 2003
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)

Real Estate Loan:

1-4 Family $ 45,407 12.6% $ 58,16¢ 15.% $ 68,13¢ 15.% $ 72,18¢ 18.5% $ 68,69¢ 19.9%
Commercial & Multi
Family 169,87 47.1% 159,10° 42.2% 201,43: 46.6% 189,14: 48.(% 165,90° 48.(%
Agricultural 16,58 4.6% 14,09¢ 3.7% 12,77¢ 3.0% 10,30¢ 2.6% 9,00¢ 2.6%
Total Real Estate Loar 231,86t 64.2% 231,37( 61.2% 282,34: 65.2% 271,63! 68.8% 243,61 70.4%

Other Loans
Consumer Loans

Home Equity 23,83 6.6% 24,55¢ 6.5% 24,14( 5.6% 21,52: 5.5% 17,72¢ 5.1%
Automobile 1,241 0.3% 1,70¢ 0.5% 2,13t 0.5% 2,518 0.6% 2,841 0.8%
Other (1) 11,69( 3.2% 3,80( 1.C% 4,202 1.0% 5,23 1.3% 5,03 1.5%
Total Consumer Loans 36,768 10.2% 30,06% 8.C% 30,47¢ 7.0% 29,26 7.4% 25,60: 7.4%
Agricultural Operating 33,14 9.2% 28,66: 7.6% 23,084 5.3% 18,99: 4.8% 20,737 6.C%
Commercial Business 58,70¢ 16.2% 87,20: 23.1% 96,46 22.2% 74,26 18.£% 55,88( 16.2%
Total Other Loans 128,61: 35.71% 145,93( 38.7% 150,02¢ 34.1% 122,52° 31.1% 102,22( 29.6%
Total Loans 360,47° 100.(% 377,30( 100.(% 432,37 100.(% 394,16. 100.(% 345,83 100.(%
Less:
Loans in Proces 254 1,772 9,73: 7,34 8,89t
Deferred Fees and
Discounts 117 177 2717 27C 20¢
Allowance for Losses 4,49:¢ 6,391 6,79:¢ 5,14¢ 4,66¢
Total Loans Receivable,
Net $ 355,61. $ 368,95¢ $  415,56¢ $ 381,40t $ 332,06:
(1) Consist generally of various typesefured and unsecured consumer loans.

6




The following table shows the composition of thex@@any’s loan portfolio by fixed and adjustable rate & dates indicated. Balances relate
discontinued bank operations have been eliminatedlf periods presented.

Fixed Rate Loans
Real Estate
1-4 Family
Commercial & Multi Family
Agricultural
Total Fixed-Rate Real Estate Loans
Consumer
Agricultural Operating
Commercial Business
Total Fixed-Rate Loans

Adjustable Rate Loan
Real Estate

1-4 Family

Commercial & Multi Family

Agricultural
Total Adjustable Real Estate Loans

Consumer

Agricultural Operating

Commercial Business
Total Adjustable Loans
Total Loans

Less:
Loans in Proces
Deferred Fees and Discoul
Allowance for Losses

Total Loans Receivable, Net

September 30
2007 2006 2005 2004 2003
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)

$ 34,15 9.5%$  45,59: 11.£% $ 38,92 8.9% $ 46,33 11.7% $  45,66: 13.2%
128,49! 35.6%  113,07. 29.1% 126,27! 28.7% 102,55 25.2% 94,05« 26.4%
11,61( 3.2% 8,22¢ 2.4% 6,347 1.7% 3,997 1.3% 3,902 1.5%
174,26 48.2%  166,89: 43.2% 171,54: 39.2% 152,88 38.2% 143,61¢ 41.1%
21,47( 6.0% 21,12¢ 5.6% 17,06¢ 3.8% 14,69« 3.7% 16,981 4.8%
16,51¢ 4.6% 15,14¢ 4.1% 7,161 1.8% 5,31¢ 1.4% 4,634 1.4%
31,38¢ 8.7% 36,70! 9.6% 35,25: 8.0% 22,55¢ 5.8% 27,315 7.7%
243,63 67.€%  239,86¢ 62.€% 231,02: 52.5% 195,44: 49.1% 192,55¢ 55.1%
11,25( 3.1% 12,57: 3.2% 29,210 6.5% 25,85¢ 6.2% 23,037 6.5%
41,38. 11.5% 46,03t 13.1% 75,15¢ 18.1% 86,58¢ 22.(% 71,85 20.%
4,972 1.4% 5,86¢ 1.7% 6,42¢ 1.6% 6,31¢€ 1.8% 5,10¢€ 1.7%
57,60« 16.C% 64,47¢ 18.(% 110,79¢ 26.2% 118,75! 30.1% 99,99¢ 29.(%
15,29: 4.2% 8,93¢ 2.3% 13,41: 3.0% 14,57: 3.5% 8,61¢ 2.4%
16,62« 4.6% 13,51¢ 3.5% 15,92: 3.6% 13,67¢ 3.6% 16,10 4.8%
27,31¢ 7.6% 50,500 13.6% 61,21¢ 14.% 51,71« 13.7% 28,561 8.7%
116,84( 32.4%  137,43: 37.4% 201,34¢ 47.1% 198,72( 50.£% 153,27¢ 44.%
360,47 100.(%_ 377,30( 100.(% 432,37: 100.(% 394,16. 100.(% 345,83¢ 100.(%

254 1,77¢ 9,73% 7,342 8,89t

117 177 271 27C 20¢

4,49% 6,391 6,797 5,14« 4,66¢

$ 355,61 $ 368,95¢ $ 415,56t $ 381,40t $ 332,06:




The following table illustrates the interest ragmsitivity of the Companyg loan portfolio at September 30, 2007. Mortgageigh have
adjustable or renegotiable interest rates are stamamaturing in the period during which the corttraprices. The table reflects management’s
estimate of the effects of loan prepayments omdarents based on data from the Company’s histioeiqaeriences and other third party
sources. Balances related to discontinued bankatipes have been eliminated.

Commercial Agricultural
Real Estate (1) Consumer Business Operating Total

Weighted Weighted Weighted Weighted Weighted
Due During Years Average Average Average Average Average
Ending September 30, Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate

(Dollars in Thousands)

2008 (2) $ 40,52( 6.9€%$ 12,58( 7.97%$ 20,20 9.37%$ 18,89: 8.1(%$ 92,19¢ 7.86%
2009-2010 57,58¢ 6.5(% 6,96¢ 7.81% 16,11% 7.3% 2,197 7.1% 82,86: 6.7<%
2011 and following 133,75 6.7% 17,21¢ 7.45% 22,39: 7.22% 12,05« 7.3% 185,42( 6.85%
Total $ 231,86¢ $ 36,76: $ 58,70t $ 33,14! $ 360,47

(1) Includes one-to-four family, multi family, congrtial and agricultural real estate loans.
(2) Includes demand loans, loans having no statdnity and overdraft loans.
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One- to Four-Family Residential Mortgage Lendin@ne- to four-family residential mortgage loangamations are generated by the
Company’s marketing efforts, its present customaedk-in customers and referrals. At September2B0,7, the Company’s one- to four-family
residential mortgage loan portfolio totaled $45#liom, or 13% of the Company’s total gross loantfalio. See “Originations, Purchases, Sales
and Servicing of Loans and Mortgage-Backed Seestiti At September 30, 2007, the average outstgrmalincipal balance of a one- to four-
family residential mortgage loan was approximag&sg,000.

The Company offers fixed-rate and ARM loans formbpérmanent structures and those under constru®iaring the year ended
September 30, 2007, the Company originated $5.omibf adjustable-rate loans and $50.1 milliorfieéd-rate loans secured by one- to four-
family residential real estate. The Company’s dodeur-family residential mortgage originationg @&ecured primarily by properties located in
its primary market area and surrounding areas.

The Company originates one- to four-family resigsmortgage loans with terms up to a maximum of8ars and with loan-to-value
ratios up to 100% of the lesser of the appraisdaevaf the security property or the contract pridédhe Company generally requires that private
mortgage insurance be obtained in an amount seifti¢cd reduce the Company’s exposure to at or bélev80% loan-to-value level.
Residential loans generally do not include prepaympenalties.

The Company currently offers one, three, five, seaed ten year ARM loans. These loans have a-iagafor the stated period and,
thereafter, such loans adjust annually. Theseslganerally provide for an annual cap of up to @ 2ésis points and a lifetime cap of 600 basis
points over the initial rate. As a consequencesifig an initial fixedrate and caps, the interest rates on these loapsiotde as rate sensitive
is the Company’s cost of funds. The Company’s ARNMs0t permit negative amortization of principatlaare not convertible into a fixed rate
loan. The Company'’s delinquency experience on its ARMi$ohas generally been similar to its experiencéxea rate residential loans.

Due to consumer demand, the Company also offeeslfiate mortgage loans with terms up to 30 yeaost wf which conform to
secondary markete., Fannie Mae, Ginnie Mae, and Freddie Mac standdriterest rates charged on these fixed-rate laemsompetitively
priced according to market conditions. The Compaunyently sells most, but not all, of its fixedadoans with terms greater than 15 years.

In underwriting one- to four-family residential tesstate loans, the Company evaluates both thewerts ability to make monthly
payments and the value of the property securindotae. Most properties securing real estate loaade by the Company are appraised by
independent fee appraisers approved by the Bodbireftors. The Company generally requires borrowers to otdaiattorney’s title opinion
or title insurance, and fire and property insurafiiceluding flood insurance, if necessary) in aroamt not less than the amount of the loan.
estate loans originated by the Company generatyado a “due on sale” clause allowing the Compangdclare the unpaid principal balance
due and payable upon the sale of the security psop@he Company has not engaged in sub-primegagg originations.

Commercial and Multi-Family Real Estate Lendinfhe Company engages in commercial and multi-faneiél estate lending in its
primary market area and surrounding areas andurabgsed whole loan and participation interesteans from other financial institutions. At
September 30, 2007, the Company’s commercial ard-family real estate loan portfolio totaled $189million, or 47% of the Company’s total
gross loan portfolio. The purchased loans and fmticipation interests are generally securedropgrties located in the Midwest and West.
See “Originations, Purchases, Sales and Servidihgans and Mortgage-Backed Securities.” The Campin order to supplement its loan
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portfolio and consistent with management’s objatito expand the Company’s commercial and multiffeiman portfolio, purchased $19.8
million, $8.9 million, and $9.4 million, of suchdos during fiscal 2007, 2006 and 2005, respectivAlySeptember 30, 2007, $229,000, or 0.

of the Company’s commercial and multi-family resiage loans was non-performing. See “Non-Perfogmissets, Other Loans of Concern and
Classified Assets.”

The Company’s commercial and multi-family real éstaan portfolio is secured primarily by apartmbuatldings, office buildings, and
hotels. Commercial and multi-family real estatenls generally have terms that do not exceed 23 ylave loan-to-value ratios of up to 80% of
the appraised value of the security property, ardypically secured by personal guarantees obdmeowers. The Company has a variety of
adjustment features and other terms in its comrakacid multi-family real estate loan portfolio. @mercial and multi-family real estate loans
provide for a margin over a number of differentiged. In underwriting these loans, the Companyetuly analyzes the financial condition of
the borrower, the borrower’s credit history, and taliability and predictability of the cash flovererated by the property securing the loan.
Appraisals on properties securing commercial retdte loans originated by the Company are perfornyeddependent appraisers.

At September 30, 2007, the Company’s largest comialeand multi-family real estate loan was a $6iiom loan secured by
residential housing developments. At SeptembeB07, the average outstanding principal balan@afmmercial or multi-family real estate
loan held by the Company was approximately $340,000

Multi-family and commercial real estate loans gafigmpresent a higher level of risk than loans sediby one- to four-family
residences. This greater risk is due to sevectbfs, including the concentration of principabitimited number of loans and borrowers, the
effect of general economic conditions on incomedpring properties and the increased difficulty wdlaating and monitoring these types of
loans. Furthermore, the repayment of loans sedwyedulti-family and commercial real estate is tglly dependent upon the successful
operation of the related real estate projecthdfdash flow from the project is reduced (for exlnib leases are not obtained or renewed, or a
bankruptcy court modifies a lease term, or a m@pant is unable to fulfill its lease obligationtje borrower’s ability to repay the loan may be
impaired. MetaBank believes that it may eventuelgeed its 400 percent total capital limitationdonresidential real estate loans and
accordingly, submitted a waiver request on April 2007 requesting OTS to grant an increase iregslatory limit. At September 30, 2007,
MetaBank’s nonresidential real estate loans totalE2s of risk-based capital.

Agricultural Lending. The Company originates loans to finance the mgelof farmland, livestock, farm machinery and popgnt,
seed, fertilizer and other farm related produ&sSeptember 30, 2007, the Company had agriculterdlestate loans secured by farmland of
$16.6 million or 5% of the Company’s gross loantfudio. At the same date, $33.1 million, or 9%tbé Company’s gross loan portfolio,
consisted of secured loans related to agricultypatations.

Agricultural operating loans are originated at eithn adjustable or fixed rate of interest for i bne year term or, in the case of
livestock, upon sale. Most agricultural operatioans have terms of one year or less. Such loamnsde for payments of principal and interest
at least annually, or a lump sum payment upon ritgtifithe original term is less than one year.ahs secured by agricultural machinery are
generally originated as fixed-rate loans with tehap to seven years. At September 30, 2007atleeage outstanding principal balance of an
agricultural operating loan held by the Company #28,000. At September 30, 2007, $150,000, or Q&% e Company'’s agricultural
operating loans was non-performing.
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Agricultural real estate loans are frequently avéged with adjustable rates of interest. Generallgh loans provide for a fixed rate of
interest for the first one to five years, whichriti®&lloon or adjust annually thereafter. In additisuch loans generally amortize over a period of
ten to 20 years. Adjustable-rate agricultural esdhte loans provide for a margin over the yieldshe corresponding U.S. Treasury security or
prime rate. Fixed-rate agricultural real estasnkbgenerally have terms up to five years. Agmical real estate loans are generally limited to
75% of the value of the property securing the loAhSeptember 30, 2007, $13,000, or 0.1%, of tam@any’s agricultural real estate portfolio
was non-performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl®we- to four-family residential
lending. Nevertheless, agricultural lending inesha greater degree of risk than one- to four-fameidential mortgage loans because of the
typically larger loan amount. In addition, payneeah loans are dependent on the successful ope@timanagement of the farm property
securing the loan or for which an operating loantikzed. The success of the loan may also bectdfl by many factors outside the control of
the farm borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can sevelietyt crop yields and thus impair loan
repayments and the value of the underlying coléterhis risk can be reduced by the farmer wittadety of insurance coverages which can
help to ensure loan repayment. Government suppograms and the Company generally require thatdes procure crop insurance coverage.
Grain and livestock prices also present a riskreeep may decline prior to sale resulting in auialto cover production costs. These risks may
be reduced by the farmer with the use of futuredrasts or options to mitigate price risk. The @amy frequently requires borrowers to use
future contracts or options to reduce price risét help ensure loan repayment. Another risk isutheertainty of government programs and other
regulations. During periods of low commodity pecéhe income from government programs can berdfisignt source of cash to make loan
payments and if these programs are discontinustoificantly changed, cash flow problems or defaabuld result. Finally, many farms are
dependent on a limited number of key individualemuprhose injury or death may result in an inabiltysuccessfully operate the farm.

Consumer Lending The Company offers a variety of secured consuagars, including home equity, home improvementpuobile,
boat and loans secured by savings deposits. lii@ddhe Company offers other secured and unsetaonsumer loans. The Company
currently originates most of its consumer loangsmprimary market area and surrounding areas. drapany originates consumer loans on
both a direct and indirect basis. At Septembe2B07, the Company’s consumer loan portfolio tat&#86.8 million, or 10% of its total gross
loan portfolio. Of the consumer loan portfolioS#ptember 30, 2007, $21.5 million were short- aermediate-term, fixed-rate loans, while
$15.3 million were adjustable-rate loans.

The largest component of the Company’s consumer paatfolio consists of home equity loans and linésredit. Substantially all of
the Company’s home equity loans and lines of craditsecured by second mortgages on principaleesas. The Company will lend amounts
which, together with all prior liens, typically mée up to 100% of the appraised value of the ptgpecuring the loan. Home equity loans and
lines of credit generally have maximum terms oéfirears.

The Company primarily originates automobile loansaalirect basis, but also originates indirect engtoile loans on a very limited
basis. Direct loans are loans made when the Coyngretends credit directly to the borrower, as oggio® indirect loans, which are made when
the Company purchases loan contracts, often atcaaint, from automobile dealers which have exterdedit to their customers. The
Company'’s automobile loans typically are originaé¢dixed interest rates with terms up to 60
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months for new and used vehicles. Loans secureditpmobiles are generally originated for up to 8tfthe N.A.D.A. book value of the
automobile securing the loan.

Consumer loan terms vary according to the typevaihae of collateral, length of contract and creditthiness of the borrower. The
underwriting standards employed by the Compangdmsumer loans include an application, a determainatf the applicant’s payment history
on other debts and an assessment of ability to exégting obligations and payments on the propdésaa. Although creditworthiness of the
applicant is a primary consideration, the undemgiprocess also includes a comparison of the valltlee security, if any, in relation to the
proposed loan amount.

Consumer loans may entail greater credit risk timnesidential mortgage loans, particularly in¢hse of consumer loans which are
unsecured or are secured by rapidly depreciabksgssich as automobiles or recreational equipnlerguch cases, any repossessed collateral
for a defaulted consumer loan may not provide ayadte source of repayment of the outstandinglbedamnce as a result of the greater
likelihood of damage, loss or depreciation. Iniadd, consumer loan collections are dependenherbbrrower’s continuing financial stability,
and thus are more likely to be affected by advpeseonal circumstances. Furthermore, the appmicatf various federal and state laws,
including bankruptcy and insolvency laws, may lithie amount which can be recovered on such loAhS&eptember 30, 2007, $29,000, or
0.1%, of the Company’s consumer loan portfolio was-performing.

Commercial Business LendingThe Company also originates commercial busineess. Most of the Company’s commercial business
loans have been extended to finance local andmafjmusinesses and include short-term loans tad@anachinery and equipment purchases,
inventory and accounts receivable. Commercialdadso involve the extension of revolving creditdocombination of equipment acquisitions
and working capital in expanding companies. Att8€eyber 30, 2007, $58.7 million, or 16% of the Compsa total gross loan portfolio, was
comprised of commercial business loans.

The maximum term for loans extended on machinedyegpuipment is based on the projected useful fifeioh machinery and
equipment. Generally, the maximum term on non-gage lines of credit is one year. The loan-to-@ahtio on such loans and lines of credit
generally may not exceed 80% of the value of tHtawal securing the loan. The Compangbmmercial business lending policy includes ¢
file documentation and analysis of the borroweHaracter, capacity to repay the loan, the adeqgafttye borrower’s capital and collateral as
well as an evaluation of conditions affecting tleerbwer. Analysis of the borrower’s past, presamd future cash flows is also an important
aspect of the Comparg/turrent credit analysis. Nonetheless, such laembelieved to carry higher credit risk than moaditional investment

The largest commercial business loan outstandi®gptember 30, 2007 was a $3.0 million securedilwf the assets of the borrower.
The next largest commercial business loan outstgnali September 30, 2007 was a $2.5 million loanreel by guarantees. These loans are
currently performing in accordance with their ternfg September 30, 2007, the average outstandingipal balance of a commercial business
loan held by the Company was approximately $145,000

Unlike residential mortgage loans, which generatly made on the basis of the borrower’s abilitgntke repayment from his or her
employment and other income and which are secwedd property whose value tends to be more easitgrtainable, commercial business
loans typically are made on the basis of the boertsiability to make repayment from the cash fldvihe borrower’s business. As a result, the
availability of funds for the repayment of commetdiusiness loans may be substantially
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dependent on the success of the business itselfifnih turn, is likely to be dependent upon thegral economic environment). The
Company’s commercial business loans are usuallyndiualways, secured by business assets and pé¢iposrantees. However, the collateral
securing the loans may depreciate over time, majifieult to appraise and may fluctuate in valuesbed on the success of the business. At
September 30, 2007, $1.9 million, or 3.2%, of tlenPany’s commercial business loan portfolio was-performing.

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

Loans are generally originated by the Companyf efdoan officers. Loan applications are takengrocessed in the branches and
the main office of the Company. While the Compariginates both adjustable-rate and fixed-rate $pés ability to originate loans is
dependent upon the relative customer demand faslorits market. Demand is affected by the irgerate and economic environment.

The Company, from time to time, sells whole loand kban participations, generally without recourse.September 30, 2007, there
were no loans outstanding sold with recourse. Wbans are sold, the Company sometimes retainge#ponsibility for collecting and remittir
loan payments, making certain that real estatpagments are made on behalf of borrowers, andwtbeiservicing the loans. The servicing
is recognized as income over the life of the loafilse Company services loans that it originatedsaid totaling $29.6 million at September 30,
2007, of which $20.4 million were sold to FannieeVand $9.2 million were sold to others.

In periods of economic uncertainty, the Companyits to originate large dollar volumes of loansynbe substantially reduced or
restricted, with a resultant decrease in related larigination fees, other fee income and operaamgings. In addition, the Compasybility to
sell loans may substantially decrease as potdniigrs (principally government agencies) reducé fhechasing activities.
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The following table shows the loan origination (irding undisbursed portions of loans in processjcipases and advances on purchased loans,
and repayment activities of the Company for théqusrindicated. Balances related to discontinwtktpperations have been eliminated for all
periods presented.

September 30
2007 2006 2005
(Dollars in Thousands)

Originations by Typ¢
Adjustable Rate

Real Estat- 1-4 Family $ 585( $ 584¢ $ 13,57¢
-Commercial and Mul-Family 18,87« 33,30( 37,78t
-Agricultural Real Estat 551 565 4,49

Nor-Real Estat- Consume 1,287 1,48( 10,04¢
-Commercial Busines 59,79¢ 83,83! 119,96:
-Agricultural Operating 31,18¢ 32,41 34,00°

Total Adjustable Rate 117,54¢ 157,43t 219,87¢

Fixed Rate

Real Estat- 1-4 Family 50,11« 29,20¢ 17,04:
-Commercial and Mul-Family 55,51¢ 36,94 48,00:
-Agricultural Real Estat 3,59¢ 7,50( (149)

Nor-Real Estat- Consume 3,22¢ 2,29 12,11¢
-Commercial Busines 22,15 58,93( 37,64:
-Agricultural Operating 22,32( 14,24¢ 5,54¢

Total Fixed-Rate 156,92¢ 149,11¢ 120,20:

Total Loans Originated 274,47¢ 306,55¢ 340,08(

Purchase:

Real Estate 1-4 Family 15€ 59¢ —
-Commercial and Mul-Family 19,82¢ 8,92¢ 9,37¢
-Agricultural Real Estat 34z — —

Non-Real Estat- Commercial Busines 22,32: 50,25 20,35
-Agricultural Operating 40C (851) —

Total Loans 43,04¢ 58,92¢ 29,73(

Total Mortgage-Backed Securities 11,68: — 15,17

Total Purchased 54,72 58,92¢ 44,90:

Sales and Repaymer:
Sales:

Real Estate 1-4 Family 10,69t 1,73 16,27:

Real Estat- Cml MF 3,581 — —

Non-Real Estate - Commercial Business — — (7,965)

Total Loans 14,28: 1,737 8,301

Mortgage-Backed Securities — — 19,47(

Total Sales 14,28: 1,73 27,77,

Repayments

Loan Principal Repaymen 333,28: 428,19( 319,07(

Mortgage-Backed Securities Repayments 26,89 37,14« 67,48

Total Principal Repayments 360,17¢ 465,33« 386,55!

Total Reductions 374,45¢ 467,07 414,32¢

Increase in other items, net 26,55¢ 16,20¢ 14,77¢

Net (Decrease) $ (32,979 $ (87,117 $ (42,34¢)
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At September 30, 2007, approximately $44.1 millon12.2%, of the Comparg/gross loan portfolio consisted of purchased lodrie
Company believes that purchasing loans outsides aharket area assists the Company in diversifigggortfolio and may lessen the adverse
affects on the Company’s business or operationstwtnuld result in the event of a downturn or weskg of the local economy in which the
Company conducts its primary operations. Howeadditional risks are associated with purchasingdaautside of the Company’s market area,
including the lack of knowledge of the local market difficulty in monitoring and inspecting theoperty securing the loans.

At September 30, 2007, the Compasnpurchased loans were secured by properties thaatea percentage of total loans, as follows
in lowa, 3% in Washington, 2% in Minnesota, 1% e@cBouth Dakota and Oregon, and the remainingrigéght other states.

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

When a borrower fails to make a required paymemneahestate secured loans and consumer loanswiéhdays after the payment is
due, the Company generally initiates collectioncedures by mailing a delinquency notice. The gustois contacted again, by written notice
telephone, before the payment is 30 days pastnldi@gain before 60 days past due. In most casisgdencies are cured promptly; howeve
a loan has been delinquent for more than 90 dayisfactory payment arrangements must be adheredtte Company will initiate foreclosure
or repossession.

Generally, when a loan becomes delinquent 90 dagsooe or when the collection of principal or irget becomes doubtful, the
Company will place the loan on a non-accrual stahds as a result, previously accrued interestnirecon the loan is taken out of current
income. The loan will remain on a non-accrualugaitntil the loan becomes current.

The following table sets forth the Company’s loahijuencies by type, before allowance for loaséss by amount and by percentage
of type at September 30, 2007. Balances relatéistmntinued bank operations have been eliminatedll periods presented.

Loans Delinquent For:

30-59 Days 60-89 Days 90 Days and Over
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category
(Dollars in Thousands)
Real Estate
1-4 Family 7 % 30t 14% — 3 — 0% 3 $ 242 10%
Commercial & Multi-

Family 1 1,64C 73% — — — — — —
Agricultural Real Estat — — — — — — 1 13 1%
Consumel 6 66 3% 1 1 0% 2 5 0%
Agricultural Operating — — 0% — — — 1 15C 7%
Commercial Business 3 23E 10% 2 2,658 10(% 2 1,882 82%

Total 17 $ 2,24¢ 10C% 3 $ 2,65¢ 10(% 9 $ 2,29 10C%

Delinquencies 90 days and over constituted 0.6%taf gross loans and 0.3% of total assets.
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The table below sets forth the amounts and categofinon-performing assets in the Company'’s laatfgio. Loans, with some
exceptions, are typically placed on non-accrudlstavhen the loan becomes 90 days or more delinguewvhen the collection of principal
and/or interest becomes doubtful. For all yeaes@nted, the Company'’s troubled debt restructuiwbsgch involved forgiving a portion of
interest or principal on any loans or making loaha rate materially less than that of market jades included in the table and were performing
as agreed. Balances related to discontinued baatations have been eliminated for all periodseqores.

At September 30,
2007 2006 2005 2004 2003
(Dollars in Thousands)

Non-Accruing Loans

1-4 Family $ 24: % 22 3 — 3 — 3 15€
Commercial & Multi Family — — — 39¢ 334
Agricultural Real Estat 13 — — — —
Consumel 5 — 1 59 17
Agricultural Operating — 182 218 254 291
Commercial Business 1,86 5,07¢ 2,204 — 12€

Total 2,12¢ 5,28( 2,42 71z 924

Accruing Loans Delinquen
90 Days or More — — — — —

Total
Restructured Loan:
Consumel — — — — —
Agricultural Operating 15C — 7 9 28
Commercial Business 15 — — 8 31
Total 16E — 7 17 59
Foreclosed Asset
1-4 Family — 15 — — —
Commercial & Multi Family 22¢ 35 1,841 — 912
Consume| 24 — — — 4
Commercial Business 65 — 2,86¢ — 193
Total 31¢€ 50 4,70¢€ — 1,10¢
Less: Allowance for Losses — — — — —
Total Foreclosed Assets, Net 31€ 50 4,70¢€ — 1,10¢
Total Non-Performing Assets $ 2,611 $ 533C $ 7,13 $ 72¢ % 2,097
Total as a Percentage of Total Assets 0.38% 0.72% 0.92% 0.0%% 0.27%

For the year ended September 30, 2007, gross shiemme which would have been recorded had theatoruing loans been current
in accordance with their original terms amountedgproximately $462,000, of which none was inclutfethterest income.

Non-accruing Loans At September 30, 2007, the Company had $2.iamilh non-accruing loans, which constituted 0.68the
Company’s gross loan portfolio.

Accruing Loans Delinquent 90 Days or Morét September 30, 2007, the Company had no aggtaans delinquent 90 days or more.
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Classified Assets.Federal regulations provide for the classificatid loans and other assets such as debt and esgaityities
considered by the Office of Thrift Supervision (H&ETS") to be of lesser quality as “substandaraidtibtful” or “loss.” An asset is considered
“substandard” if it is inadequately protected bg turrent net worth and paying capacity of thegalior of the collateral pledged, if any.
“Substandard” assets include those characterizedebdistinct possibility” that the savings asstimin will sustain “some loss” if the
deficiencies are not corrected. Assets classigettoubtful” have all of the weaknesses inhererihose classified “substandard,” with the
added characteristic that the weaknesses preséaet foallection or liquidation in full,” on the basbf currently existing facts, conditions, and
values, “highly questionable and improbable.” Ass#assified as “loss” are those considered “Uactible” and of such minimal value that
their continuance as assets without the establishofea specific loss reserve is not warrantede Blans held by MetaBank WC are subject to
similar classification by its regulatory authorgtie

When assets are classified as either substandaolubiful, the Banks may establish general allowarior loan losses in an amount
deemed prudent by management. General allowaapessent loss allowances which have been estattlishecognize the inherent risk
associated with lending activities, but which, kelspecific allowances, have not been allocatgzhtticular problem assets. When assets are
classified as “loss,” the Bank is required eitleestablish a specific allowance for losses equaDD% of that portion of the asset so classified
or to charge-off such amount. The Banks’ detertiona as to the classification of their assetsthedamount of their valuation allowances are
subject to review by their regulatory authoritie$io may order the establishment of additional galnar specific loss allowances.

On the basis of management’s review of its asaeSeptember 30, 2007, the Company had classifiethbof $6.0 million of its assets
as substandard, $82,000 as doubtful and none ssTlhsre were no real estate owned or other fesedlassets classified at September 30, 2007

Allowance for Loan LossesThe allowance for loan losses is establishedutina provision for loan losses based on managésnent
evaluation of the risk inherent in its loan poridchnd changes in the nature and volume of its &ivity, including those loans which are being
specifically monitored by management. Such evauoatvhich includes a review of loans for whichlfobllectibility may not be reasonably
assured, considers, among other matters, the e¢etirfer value of the underlying collateral, econoronditions, historical loan loss experience
and other factors that warrant recognition in pdow for an adequate loan loss allowance.

Management closely monitors economic developmeotts fegionally and nationwide, and considers tHas®rs when assessing the
adequacy of its allowance for loan losses. WhigeeGlompany has no direct exposure to sub-prime Joaasagement is concerned that recent
developments in the sub-prime mortgage market nasg la ripple effect on residential real estategsricin addition, the potential for an
economic slowdown and recent increase in energggiinay strain the financial condition of some bwers. Management therefore believes
that future losses in the residential portfolio nb@ysomewhat higher than historical experienceer@he past six years, loss rates in the
commercial and multi-family real estate market heereained moderate. Management recognizes thathange-off rates over the past several
years reflect the strong economic environment aadat indicative of likely losses over a full busss cycle. This observation, as well as the
aforementioned concerns regarding an economic slamvdhas led management to the conclusion thatddtisses in this portfolio may be
somewhat higher than recent historical experieexeluding loan losses related to fraud by borrow&sa the other hand, current trends in
agricultural markets are very favorable. Highemawodity prices as well as higher yields have ciatasitive economic conditions for most
farmers. Nonetheless, management still expectduhae losses in this portfolio, which have beeny low, could be higher
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than recent historical experience. Managemenébed that the aforementioned possibility for a slown in economic growth during the next
fiscal year may also negatively impact consumespayment capacities. Additionally, a sizable poriof the Company’s consumer loan
portfolio is secured by residential real estatajiasussed above, which is an area to be closetjtared by management in view of its stated
concerns.

Management believes that, based on a detailedwenfi¢he loan portfolio, historic loan losses, @t economic conditions, the size of
the loan portfolio, and other factors, the curidemtl of the allowance for loan losses at SepterBBe2007 reflects an adequate allowance
against probable losses from the loan portfol&ithough the Company maintains its allowance f@andosses at a level that it considers to be
adequate, investors and others are cautionednia tan be no assurance that future losses widxueed estimated amounts, or that additional
provisions for loan losses will not be requirediture periods. In addition, the Company’s detexation of the allowance for loan losses is
subject to review by its regulatory agencies, whiah require the establishment of additional gdrarapecific allowances.

Real estate properties acquired through forecloatgeecorded at the lower of cost or fair valifdair value at the date of foreclosure
is lower than the balance of the related loangdifference will be charged-off to the allowance loan losses at the time of transfer. Valuations
are periodically updated by management and, if/thee declines, a specific provision for lossesoch property is established by a charge to
operations.
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The following table sets forth an analysis of thmpany’s allowance for loan losses.

Balance at Beginning of Peric

Charge Offs
1-4 Family
Agricultural Operating
Commercial & Multi Family
Consumel
Commercial Business
Total Charge Offs
Recoveries
1-4 Family
Consumel
Commercial Busines
Commercial & Multi Family
Agricultural Operating
Total Recoveries

Net Charge Off:

Additions Charged to Operations

Balance at End of Period

Ratio of Net Charge Offs During the Perioc
Average Loans Outstanding During the Period

Ratio of Net Charge Offs During the Perioc

Non-Performing Asset

September 30,
2007 2006 2005 2004 2003
(Dollars in Thousands)

$ 6,391 $ 6,79 $ 514 $ 4,66¢ $ 4,36¢

— — — (7 4

(1,762) — (141) — (31)

(50) (6) 13 19 (49)

(3,807) (1,036) (3,057 — (29)

(5,615 (1,042) (3,21)) (26) (119

— — — 2 2

3 5 33 25 13

54€ 324 — 2 10

— — 114 — —

= = = == 7

54¢ 32¢ 147 28 32

(5,066 (719 (3,069 3 (82)

3,16¢ 311 4,71% 475 381

$ 4,49 3 6,391 $ 6,79 $ 514/ $ 4,66¢
1.4%% 0.1&% 0.7%% 0.0(% 0.0%%
194.09% 13.3&% 42.9%% -0.41% 3.87%

For more information on the provision for loan lesssee “Management’s Discussion and Analysis ulesf Operations” in the

Annual Report.
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The distribution of the Company’s allowance fordes on loans at the dates indicated is summarizéallaws:

One-tofour Family
Commercial &
Multi Family
Real Estat¢
Agricultural Real
Estate
Consumer
Agricultural
Operating
Commercial
Business
Unallocated
Total

At September 30,

2007 2006 2003
Percent of Percent of Percent of Percent of Percent
Loans in Loans in Loans in Loans in of Loans
Each Each Each 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)
$ 111 1259 $  12C 15.41% $ 93 15.7¢% $ 88 18.3% $ 124 19.8%%
1,24¢ 47.19% 1,40 42.17% 2,24: 46.59%0 2,767 47.9% 2,42¢ 47.97%
70 4.6(% 101 3.7&% 13C 2.95% 16€ 2.62% 101 2.6(%
153 10.2(% 11€ 7.97% 41€ 7.05% 372 7.4%% 34C 7.4(%
17¢ 9.1¢% 20& 7.6(% 454 5.34% 46€ 4.82% 612 6.00%
2,40¢ 16.2¢% 4,14( 23.11% 3,28¢ 22.3% 1,25¢ 18.84% 92¢ 16.16%
331 — 30€ — 16¢ — 26 — 142 —
$ 4,49: 100.0% $ 6,391 100.0(% $ 6,79 100.0% $ 5,14« 100.0(% $ 4,66¢ 100.0(%
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Investment Activities

General. The investment policy of the Company generallpigvest funds among various categories of imaests and maturities
based upon the Company'’s need for liquidity, to@ahthe proper balance between its desire to nizeimisk and maximize yield, to provide
collateral for borrowings, and to fulfill the Compas asset/liability management policies. The Camps investment and mortgage-backed
securities portfolios are managed in accordance avitritten investment policy adopted by the BaafrDirectors, which is implemented by
members of the Bank’s Investment Committee. The@any is aware that, due to higher levels of cotraéion risk, the low- and no-cost
checking deposits generated through MPS may cagrgater degree of liquidity risk than traditiocahsumer checking deposits. As a result,
the Company closely monitors balances in theseumtspand maintains a portfolio of highly liquidsass to fund potential deposit outflows. To
date, the Company has not experienced any inoelgrainusual outflows related to MPS, though noi@sge can be given that this will
continue to be the case.

As of September 30, 2007, the Company’s entirestment and mortgage-backed securities portfoliagwkassified as available for
sale. For additional information regarding the @amy’s investment and mortgafacked securities portfolios, see Notes 1 andtbedNotes ti
Consolidated Financial Statements in the AnnualdrRep

As of September 30, 2007, investment and mortgagkdun securities with fair values of approximated.6 million were pledged as
collateral for the Bank’s FHLB advances and reveegrirchase agreements. For additional informatgarding the Company’s
collateralization of borrowings, see Notes 10 ahddlthe Notes to Consolidated Financial Stateriretite Annual Report.

Investment Securitieslt is the Company’s general policy to purchaseegiment securities which are U.S. Government g&siand
federal agency obligations, state and local goverirobligations, commercial paper, corporate debtisties and overnight federal funds.
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The following table sets forth the carrying valdgh®e Company’s investment security portfolio, extthg mortgage-backed securities
and other equity securities, at the dates indicaBalances related to discontinued bank operatiane been eliminated for all periods preser

At September 30,
2007 2006 2005
(Dollars in Thousands)

Investment Securitie

Trust Preferred & Corporate Securit $ 24410 $ 26,27¢ % 24,02¢
Municipal Bonds 1,55( 95 391
Other — 10¢ 1,01:
Subtotal 25,96( 26,48: 25,43:
FHLB and FRB Stock 4,01 5,05: 7,472
Total Investment Securities and FHLB and FRB Stock $ 29,97t $ 31,53¢ $ 32,90¢

Other Interes-Earning Assets
Interest bearing deposits in other financial ingiins anc
Federal Funds Sold $ 85,11( $ 100,24: $ 8,25¢

(1) Within the trust preferred securities presentedvabthere are securities from individual issueet #xceed 10% of the Compasybtal
equity. The name and the aggregate market valgeafrities of each individual issuer as of Septm30, 2007 are as follows: Key
Corp Capital I, $4.58 million; Bank Boston Capitalist 1V, $4.49 million; BankAmerica Capital 111480 million; PNC Capital Trust,
$4.37 million; Huntington Capital Trust Il, $4.32lhon.

(2) The Company at times maintains balances in exdaaswred limits at various financial institutiomecluding the Federal Home Loan
Bank of Des Moines, the Federal Reserve Bank, #mef @rivate institutions. At September 30, 2abé, Company had $10.0 million
of interest bearing deposits held at the Federah&lboan Bank of Des Moines (“FHLB”"). At SeptemI3€y;, 2007, the Company had
$75.0 million of federal funds sold at several pt&vinstitutions. The Company does not believedlteposits carry a significant risk
loss, but cannot provide assurances that no lasséd occur if these institutions were to beconsmivent.
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The composition and maturities of the Company’&stment securities portfolio, excluding equity séms, FHLB stock and
mortgage-backed securities, are indicated in theviing table. Balances related to discontinuedkbaperations have been eliminated for all
periods presented.

September 30, 200°

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

(Dollars in Thousands)
Trust Preferred & Corporate

Securities $ 99¢ $ — % — $ 23,411 $ 26,78¢ $ 24,41(
Municipal Bonds — 54¢ 56¢ 433 1,534 1,55(
Total Investment Securities $ 99¢ $ 54¢ $ 56 $ 23,84 $ 28,31¢ $ 25,96(
Weighted Average Yield (1 5.61% 3.96% 3.95% 6.31% 6.51% 6.56%

(1) Yields on tax-exempt obligations have not beemputed on a tax-equivalent basis.

Mortgage-Backed SecuritiesThe Company’s mortgage-backed and related se=uportfolio consists primarily of securities issiu
under government-sponsored agency programs, imgutiose of Ginnie Mae, Fannie Mae and Freddie Mde Company historically has held
Collateralized Mortgage Obligations (“CMOs"), aslinas a limited amount of privately issued mortgpgss-through certificates. The Ginnie
Mae, Fannie Mae and Freddie Mac certificates ardified pass-through mortgage-backed securitiesrtd@esent undivided interests in
underlying pools of fixed-rate, or certain typesadfustable-rate, predominantly single-family atada lesser extent, multi-family residential
mortgages issued by these government-sponsordgtgntFannie Mae and Freddie Mac generally prothéecertificate holder a guarantee of
timely payments of interest, whether or not cokelct Ginnie Mae’s guarantee to the holder is tinpelyments of principal and interest, backed
by the full faith and credit of the U.S. Governmemtivately issued mortgage pass-through certdicgenerally provide no guarantee as to
timely payment of interest or principal, and retianis placed on the creditworthiness of the issubich the Company monitors on a regular
basis.

At September 30, 2007, the Company had mortgagkebasecurities with a carrying value of $123.9 imil] representing 93% of the
total portfolio, which had fixed rates of interestd $8.8 million, representing 7% of the total fmio, which had adjustable rates of interest.

Mortgage-backed securities generally increase tladity of the Company’s assets by virtue of thaumasice or guarantees that back
them, are more liquid than individual mortgage ®and may be used to collateralize borrowings loerobbligations of the Company. At
September 30, 2007, $70.7 million or 53% of the @any’s mortgage-backed securities were pledgeddore various obligations of the
Company.

While mortgage-backed securities carry a reducedicrisk as compared to whole loans, such seearfémain subject to the risk that a
fluctuating interest rate environment, along withes factors such as the geographic distributiothefunderlying mortgage loans, may alter the
prepayment rate of
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such mortgage loans and so affect both the prepatyspeed, and value, of such securities. The greeat risk associated with mortgage-
backed securities is monitored periodically, anebplyment rate assumptions adjusted as appropriagedate the Company’s mortgage-backed
securities accounting and asset/liability reports.

The following table sets forth the carrying valdghe Company’s mortgage-backed securities at #tesdndicated. Balances related to
discontinued bank operations have been eliminatedlf periods presented.

At September 30,
2007 2006 2005
(Dollars in Thousands)
Ginnie Mae $— $— $3
CMO 4 6 7
Freddie Mac 73,74¢ 88,48t 113,20:
Fannie Mae 58,92: 56,45¢ 72,02¢
Privately Issued Mortgages Pass-Through Certifcate 67 73 85
Total $ 132,74. $ 145,02( $ 185,32

The following table sets forth the contractual nnigites of the Company’s mortgage-backed securéteSeptember 30, 2007. Not
considered in the preparation of the table belothéseffect of prepayments, periodic principal sgpants and the adjustable-rate nature of these
instruments. Balances related to discontinued logrekations have been eliminated for all perioése@nted.

September 30, 200

After 1 After 5
Year Years
Through 5 Through After 10 Total Investment
1 Year or Less Years 10 Years Years Securities
Carrying Carrying Carrying Amortized Market
Carrying Value Value Value Value Cost Value
(Dollars in Thousands)
CMO $ — 3 — 3 — 3 4 % 4 % 4
Freddie Mac 1 64,96 — 8,781 75,20¢ 73,74¢
Fannie Mae — 46,75¢ 2,24: 9,92: 60,157 58,921
Privately Issued Mortgages Pass-
Through Certificate — — — 67 61 67
Total Investment Securities $ 1 3 111,71¢  $ 2,24: $ 18,78 $ 135,43: $ 132,74
Weighted Average Yiel 10.01% 4.1%% 5.7%% 4.9% 4.2%% 4.2%%

At September 30, 2007, the contractual maturity4fi% of all of the Company’s mortgage-backed sdeamwas in excess of ten
years. The actual maturity of a mortgage-backedr#ty is typically less than its stated maturityedto scheduled principal payments and
prepayments of the underlying mortgages. Prepaigiibat are different than anticipated will affée yield to maturity. The yield is based
upon the interest income and the amortization gfremium or discount related to the mortgage-bddezurity. In accordance with generally
accepted accounting principles, premiums and distsoare amortized over the estimated lives of dh@s, which decrease and increase interest
income, respectively. The prepayment assumptised to determine the amortization period for prensiand discounts can significantly affect
the yield of the mortgage-backed security, anddtessumptions are reviewed periodically to reffmttial prepayments. Although prepayments
of underlying mortgages depend on many factorsudeg the type of mortgages, the coupon rateatiee
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of mortgages, the geographical location of the dgitey real estate collateralizing the mortgaged general levels of market interest rates, the
difference between the interest rates on the uyidgrinortgages and the prevailing mortgage intew@st generally is the most significant
determinant of the rate of prepayments. Duringopisrof falling mortgage interest rates, if the gon rate of the underlying mortgages exceeds
the prevailing market interest rates offered fortgage loans, refinancing generally increases andlerates the prepayment of the underlying
mortgages and the related security. Under suchimistances, the Company may be subject to reineestrisk because, to the extent that the
Company’s mortgage-backed securities amortize epayr faster than anticipated, the Company may @aeathbe to reinvest the proceeds of such
repayments and prepayments at a comparable rate.

Sources of Funds

General. The Company’s sources of funds are depositspbdngs, amortization and repayment of loan prinkipeerest earned on or
maturation of investment securities and short-tewestments, and funds provided from operations.

Borrowings, including Federal Home Loan Bank (“FH)L.Bf Des Moines advances and repurchase agreemeajdyerused at times
compensate for seasonal reductions in depositeprgit inflows at less than projected levels, maybed on a longer-term basis to support
expanded lending activities, and may also be usedatch the funding of a corresponding asset.

Deposits. The Company offers a variety of deposit accohatsng a wide range of interest rates and terntee Gompany'’s deposits
consist of passbook and statement savings accounotgy market savings accounts, NOW and regularkitg accounts, and certificate
accounts currently ranging in terms from fourteagsito 60 months. The Company only solicits dépdsdm its primary market area and does
not currently use brokers to obtain deposits. Thepany relies primarily on competitive pricing ijp@s, advertising and high-quality customer
service to attract and retain these deposits. Qdrapany has no brokered deposits.

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

The variety of deposit accounts offered by the Canyp and the expanding activities of MPS, has albit to be competitive in
obtaining funds and to respond with flexibilityedbanges in consumer demand. The Company endeavei@nage the pricing of its deposits in
keeping with its asset/liability management andifability objectives. Based on its experiences @ompany believes that its passbook savings,
money market savings accounts, NOW and regularkafg@ccounts are relatively stable sources of dithoHowever, the ability of the
Company to attract and maintain certificates ofad#pand the rates paid on these deposits hasarekwill continue to be significantly affected
by market conditions.

$242.9 million of the Company’s deposit portfolattributable to MPS. The majority of these dépaspresent un-spent funds on
prepaid debit cards and other stored value prodi$287.2 million are included with non-interestaliag demand deposits and $5.7 million are
included with money market accounts on the Compma@ygnsolidated Statement of Financial Conditiorn@&ally, these deposits do not earn
interest. MPS originates debit card programs thinoautside sales agents and other financial inigtite. As such, these deposits carry a
somewhat higher degree of liquidity risk than ttimehal consumer products. If a major client orccprogram were to leave the Bank, deposit
outflows would be more significant than if the bamére to lose a more traditional customer. The @amy takes this additional risk into accao
when planning its investment and liquidity straésgi The increase in
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deposits arising from MPS has also allowed the lhamkduce its reliance on higher costing certtésaof deposits and public funds.

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

Opening Balanc
Deposits
Withdrawals
Sale of Deposi
Interest Credited

Ending Balance
Net Increase (Decrease)

Percent Increase (Decrease)

September 30
2007 2006 2005
(Dollars in Thousands)

$ 538,07: $ 510,45¢ $ 434,35:

21,679,95 11,675,00 3,120,42

(21,663,11)  (11,654,80) (3,051,75)

(39,177 — —

7,23¢ 7,507 7,234

$ 522,97¢ $ 538,16¢ $ 510,25¢

$ (15,099 $ 27,710 $ 75,90¢
-2.81% 5.4% 17.48%

The following table sets forth the dollar amounteposits in the various types of deposit prograffesed by the Company for the
periods indicated. Balances related to discontirhank operations have been eliminated for allggsrpresented.

September 30
2007 2006 2005
Percent of Percent of Percent of
Amount Total Amount Total Amount Total
(Dollars in Thousands)
Transactions and Savings Depos

Non-Interest Bearing Demand

Accounts $ 260,09¢ 49.7%$ 186,13! 34.5% $ 99,44 19.4%
Interest Bearing Demand Accou 14,60( 2.7¢ 24,52¢ 4.5¢€ 31,05¢ 6.0¢
Passbook Savings Accout 10,26¢ 1.9¢ 28,17¢ 5.24 60,66 11.8¢
Money Market Accounts 81,29: 15.5¢ 98,69 18.3¢ 68,72 13.47
Total Non-Certificate 366,25! 70.0z 337,53¢ 62.72 259,89: 50.9:

Certificates:

Variable 1,08t 0.21 1,501 0.2¢ 99¢ 0.2C
0.00- 1.99% 18 0.0C 1,37( 0.0z 16,801 3.2¢
2.00- 3.99% 24,69¢ 4.7z 62,78¢ 11.67 178,34¢ 34.9¢
4.00- 5.99% 130,91« 25.0¢ 134,96¢ 25.0¢ 49,68( 9.74
6.00 - 7.99% 10 0.0C 10 0.0C 4,53 0.8¢

Total Certificates 156,72: 29.97 200,63! 37.2¢ 250,36¢ 49.07

Total Deposits $ 522,97¢ 100.0(% $ 538,16¢ 100.0(% $ 510,25¢ 100.0%
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The following table shows rate and maturity infotioa for the Company’s certificates of deposit &8eptember 30, 2007. Balances
related to discontinued bank operations have bimmated for all periods presented.

Certificate accounts maturing Percent
in quarter ending: Variable 0.0C- 1.99% 2.0C- 3.99% 4.0C- 5.99% 6.0C- 7.99% Total of Total
(Dollars in Thousands)
December 31, 200 $ 348 $ 18 $ 4,77 $ 2857¢ $ — $  33,70¢ 21.5%
March 31, 200¢ 20C — 3,85¢ 22,65 — $ 26,71t 17.C
June 30, 200 13C = 3,607 16,08¢ — 8 19,82: 12.€
September 30, 20(C 114 — 7,57¢ 19,36¢ — 8 27,05¢ 17.c
December 31, 200 67 — 1,621 6,46( — 8 8,14¢ 5.2
March 31, 200¢ 22¢ — 1,67¢ 3,721 — $ 5,62( 3.€
June 30, 200 — — 53¢ 6,87¢ — 3 7,41% 4.7
September 30, 20(C — — 334 2,632 — 8 2,96¢ 1.¢
December 31, 200 — — 117 4,46¢ — 3 4,58( 2.9
March 31, 201( — — 44% 9,48¢ — $ 9,93¢ 6.3
June 30, 201 — — 103 2,251 — 3 2,35¢ 85
September 30, 201 — — — 1,662 — $ 1,66: 1.1
Thereafter — — 56 6,67% 10 $ 6,73¢ 4.3
Total $ 1,088 $ 18 $ 24,69¢ $ 130,91¢ $ 10 $ 156,72 100.(%
Percent of total 0.7% 0.C% 15.8% 83.5% 0.C% 100.(%

The following table indicates the amount of the @amy’s certificates of deposit and other depositimae remaining until maturity as
of September 30, 2007. Balances related to disused bank operations have been eliminated fgreaibds presented.

Maturity
3 Months or Less After 3 to 6 Months After 6 to 12 Months After 12 Months Total
(Dollars in Thousands)

Certificates of deposit less than

$100,00C $ 24,16¢ % 20,23( % 38,28. $ 38,34¢ $ 121,02
Certificates of deposit of $100,0!

or more 9,54¢ 6,48/ 8,601 11,07C $ 35,70(
Total certificates of deposit $ 33,70¢ $ 26,71« $ 46,88: $ 49,41¢ $ 156,72

(1) At September 30, 2007, there were no depfisits governmental and other public entities incllide certificates of deposit.

Borrowings. Although deposits are the Company’s primary sewfcfunds, the Company’s policy has been to @ibprrowings when
they are a less costly source of funds, can bestedeat a positive interest rate spread, or wherCtdmpany desires additional capacity to fund
loan demand.

The Company’s borrowings historically have consigiemarily of advances from the FHLB of Des Moingson the security of a
blanket collateral agreement of a percentage ofictmabered loans and the pledge of specific investisecurities. Such advances can be made
pursuant to several different
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credit programs, each of which has its own interats and range of maturities. At September 3072the Bank had $68.0 million of advances
from the FHLB of Des Moines and the ability to lawrup to an approximate additional $81.6 milliokt September 30, 2007, advances tota
$21.0 million had terms to maturity of one yeatesms. The remaining $47.0 million had maturiti@sging up to 12 years.

On July 16, 2001, the Company issued all of th@a® authorized shares of Company Obligated Maniliaf®eedeemable Preferred
Securities of First Midwest Financial Capital Trugpreferred securities of subsidiary trust) hofglsolely subordinated debt securities.
Distributions are paid semi-annually. Cumulatiastt distributions are calculated at a variable satdBOR (as defined) plus 3.75%, not to
exceed 12.5%. The Company may, at one or morestideder interest payments on the capital secsifitieup to 10 consecutive semi-annual
periods, but not beyond July 25, 2031. At the efhany deferral period, all accumulated and unpigttibutions will be paid. The capital
securities are required to be redeemed on Jul2@%l; however, the Company has a samiual option to shorten the maturity date to & dat
earlier than July 25, 2007. The option has nohleercised as of the date of this filing. Thearagtion price is $1,000 per capital security plus
any accrued and unpaid distributions to the datedémption plus, if redeemed prior to July 25, Gl redemption premium as defined in the
Indenture Agreement. Holders of the capital s¢iesrhave no voting rights, are unsecured and juamikr in priority of payment to all of the
Company’s indebtedness and senior to the Compaoysnon stock. The trust preferred securities tmaen includable in the Company’s
capital calculations since they were issued.

From time to time, the Company has offered retglurchase agreements to its customers. Thesenagmesetypically range from 14
days to five years in term, and typically have beffered in minimum amounts of $100,000. The pealseof these transactions are used to mee
cash flow needs of the Company. At September @07 2the Company had $224,000 of retail repurchgseements outstanding.

Historically, the Company has entered into whokesapurchase agreements through nationally recedmiroker-dealer firms. These
agreements are accounted for as borrowings by ¢ingp@ny and are secured by certain of the Compamyéstment and mortgage-backed
securities. The broker-dealer takes possessitireasecurities during the period that the revegpeirchase agreement is outstanding. The terms
of the agreements have usually ranged from 7 dagsctmonths, but on occasion longer term agreesriegnte been entered into. At
September 30, 2007, the Company had no wholesalealgase agreements outstanding.
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The following table sets forth the maximum montlitdalance and average balance of FHLB advanced, aed reverse repurchase
agreements and Subordinated Debentures for thedsandicated. Balances related to discontinuexdk loperations have been eliminated for all
periods presented.

September 30
2007 2006 2005
(Dollars in Thousands)

Maximum Balance

FHLB advance: $ 89,30( $ 147,45( $ 213,95(

Repurchase agreemel 15,47( 19,46¢ 20,67

Subordinated debentur 10,31( 10,31( 9,80(
Average Balance

FHLB advance: $ 77,437 $ 115,100 $ 194,96(

Retail and reverse repurchase agreerr 7,862 16,53¢ 21,49:

Subordinated debentur 10,31( 10,31( 10,31(

The following table sets forth certain informatias to the Company’s FHLB advances and other bongsvat the dates
indicated.
September 30
2007 2006 2005
(Dollars in Thousands)

FHLB advance: $ 68,000 $ 89,30( $ 147,45(
Repurchase agreemel 224 15,17¢ 19,60:
Subordinated debentures 10,31( 10,31( 9,80(

Total borrowings $ 78,53¢ $ 114,78¢ $ 176,85
Weighted average interest rate of FHLB advait 5.4% 4.9€% 4.5¢¢
Weighted average interest rate of repurchase agmas 3.3™% 3.13% 2.8¢
Weighted average interest rate of subordinatedrdales 9.0€% 9.3(% 7.6

Subsidiary Activities

The subsidiaries of the Company are MetaBank, Mat&BNVC, Meta Trust and First Midwest Financial GalpTrust I. MetaBank has
one service corporation subsidiary, First Servieasncial Limited (“First Services”). At Septemi®, 2007, the net book value of MetaBank’s
investment in First Services was approximately $00d. MetaBank WC does not have any subsidiafiéstaBank organized First Services, its
sole service corporation, in 1983. First Servimasently has no active operations.
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Meta Payment System& Division

Meta Financial, through its subsidiary MetaBankemping under the divisional name Meta Paymente®yst offers a complement of
prepaid cards and other payment industry relatedymts and services that are marketed to consuhmersgh financial institutions and other
commercial entities. The products and servicesreff by Meta Payment Systems are generally desigrfedilitate the processing and
settlement of authorized electronic transactionsliring the movement of funds [previously deposié¢d/etaBank]. Meta Payment Systems
offers specific product solutions in the followiageas: (i) prepaid cards, (ii) consumer credit potsl and (iii) ATM sponsorship. Meta Paym
Systems’ products and services generally targetdharard processors and third party marketers vistalulite the cards.

Each segment of Meta Payment System’s businessassged generally below. With respect to the sggsy there can be a significant
amount of cross-selling and cross-utilization afspgnel and resource (@.,a client asks Meta Payment Systems to develop ptedaor both
prepaid and credit card needs).

Prepaid Cards Prepaid cards usually take the form of creditlesized plastics embedded with a magnetic stripielwencodes
relevant card data (which may or may not includerimation about the user and/or purchaser of sactl)c When the holder of such a card
attempts a permitted transaction, necessary infiiemancluding the authorization for such trangat is shared between the “point of use” or
“point of sale” and authorization systems maintagnthe account of record.

The funds associated with such cards are heldatedaccounts at MetaBank representing the aggregdtie of all cards issued in
connection with particular products or programsther described below. The cards may work in aedidoop €.9.,the card will only work at
one particular merchant and will not work anywhelse), a semi-closed loog(g.,the card will only work at a specific set of memstsgasuch as
a shopping mall), or open loop which function agisa, MasterCard, or Discover branded debit caadl Will work wherever such cards are
accepted for payment.

This segment of Meta Payment Systems’ businesgeaerally be divided into three categories: relbéelaards, non-reloadable cards,
and benefit/insurance cards. Government beneBtamother growing application for prepaid cardsyéver, MPS has not focused on this
category to date.

Reloadable cards The most common reloadable prepaid card progeampayroll cards, whereby an employee’s paysdbaded to
the card by their employer utilizing direct deppsit General Purpose Reloadable (GPR) whereby eaedssually distributed by retailers and
can be reloaded an indefinite number of times eigyaating retail load networks. Another exampfeaadeloadable card would be Travel Cards
which are used to replace travelers checks andeaaloaded a predetermined number of times. Reldaatards are generally open loop cards
that consumers can use to obtain cash at ATMs mhpse goods and services wherever such cards@pted for payment.

Non-reloadable cards Non-reloadable prepaid cards are sometimes reféorad disposable and may only be used until thewaat
funds initially loaded to the card have been extetisThese include gift cards, rebate cards, amchgtional or incentive cards. These cards
be closed loop or open loop but are generally matl@le to obtain cash. Under certain conditiaghese cards may be anonymous, whereby no
customer relationship is created and the idenfithe cardholder is unknown. Except for gift camt&ny non-reloadable card programs are
funded by a corporation as a marketing expenser#tian from consumer funds.
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Benefit/insurance cards Benefit/insurance cards are traditionally usee@imployers and large commercial companies (su@naeerty
insurers) to distribute benefits to persons emtittesuch funds. Possible uses of benefit cardkldee the distribution of money for qualified
expenses related to an employer sponsored flegfi@ading account program (FSA) or the distribubmsurance claim proceeds to insureds
who have made a payable claim against an existisigrance policy. These cards are generally opgmdo semi-closed loop as in the case of an
FSA card that can only be used for qualified mddizpenses.

Consumer Credit ProductdMPS is offering various consumer credit productduding credit cards, short term/micro loan produei
installment loans targeted at various consumeissadhe credit spectrum. Under such programs, Mpigally utilizes vendors to market and
service loans, sells a significant portion of theaivables and revenue stream to third partiesowitrecourse, and remains the owner of the
consumer account relationship. MPS collects feerimefrom each account and interest income frorhiggse of receivable balances.

ATM SponsorshipMeta Payment Systems sponsors financial institatinto various networks to enable them to issueoid-branded
debit cards and accept cards issued by other fiaanstitutions at their ATM terminals. The diigs also sponsors ATM independent sales
organizations (“ISOs”) into various networks andydes associated sponsorships of encryption stippganizations and third party processors
in support of the financial institutions and the MTSO sponsorships. Sponsorship consists of thieweand oversight of entities participating
in debit and credit networks. In certain instanddsta Payment Systems also has certain leaseftelests in certain ATMs which require bank
ownership and registration for compliance with &gille state law.

While the Company believes that it has adopteccfasliand procedures to manage and monitor the aisdsdant to this line of
business, and while the executives who manage ¢hep@ny’s program have years of experience, no gtegacan be made that the Company
will not experience losses in this division.

Regulation

USA Patriot Act of 2001 In October 2001, the USA Patriot Act of 2001 wasicted in response to the terrorist attacks in Xerk,
Pennsylvania and Washington, D.C. which occurre&eptember 11, 2001. The Patriot Act is intendestriengthen U.S. law enforcement’s
and the intelligence communities’ abilities to wadhesively to combat terrorism on a variety ohfso The potential impact of the Patriot Act
on financial institutions of all kinds is signifiseand wide ranging. The Patriot Act contains g anti-money laundering and financial
transparency laws and imposes various regulatinakiding standards for verifying client identifig@n at account opening, and rules to promote
cooperation among financial institutions, regulatand law enforcement entities in identifying pestihat may be involved in terrorism or mo
laundering.

Among other requirements, Title Il of the USA RattrAct imposes the following requirements:
» Allfinancial institutions must establish anti-mgrlaundering programs that include (i) internaligiels, procedures and controls,
(i) specific designation of an anti-money laundgrcompliance officer, (iii) ongoing employee tiaip programs, and (iv) an

independent audit function to test the anti-mora@ntering program.

« Financial institutions that establish, maintainméuister, or manage private banking accounts arespondent accounts in the
United States for non-United States persons or thei
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representatives must establish appropriate, speaifid, where necessary, enhanced due diligengsgsolprocedures, and controls
designed to detect and report money laundering.

» Financial institutions are prohibited from estalbiig), maintaining, administering or managing cquasent accounts for foreign
shell banks that do not have a physical presenaayircountry, and will be subject to certain reckeeping obligations with respe
to correspondent accounts of foreign banks.

» Bank regulators are directed to consider a holdomgpany’s effectiveness in combating money laumderihen ruling on Federal
Reserve Act and Bank Merger Act applications.

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

Sarbanes-Oxley Act of 20020n July 30, 2002, President Bush signed intottevSarbanes-Oxley Act of 2002 (the “SOAThe SOA
is the most far-reaching U.S. securities legistagoacted in many years, and includes many substaarid disclosure-based requirements. The
stated goals of the SOA are to increase corpoesteonsibility, to provide for enhanced penaltigsaiccounting and auditing improprieties at
publicly traded companies and to protect invesbgrgmproving the accuracy and reliability of corpte disclosures pursuant to the securities
laws. The SOA generally applies to all compariesh U.S. and nott.S., that file or are required to file periodipogts with the SEC under tl
Exchange Act.

Pursuant to Section 302 of the SOA, Meta Finarsi@hief Executive Officer and Chief Financial Officare required to certify that the
Company'’s quarterly and annual reports filed with SEC fairly present, in all material respects,dperations and conditions of Meta
Financial. In addition, management will have tckméhe attestation required by Section 404 of tBé &t the conclusion of its fiscal year 20(
Section 404 requires that management annually ssekreport on the effect of internal control$irdincial reporting and the Company’s
external auditors must attest to such assessmdmeaport. Section 404 also requires an auditestdtion but such attestation may not be
required until the conclusion of Meta Financial@02 fiscal year.

Meta Financial has developed policies, procedundsisternal processes to ensure compliance witts®A; nonetheless, the
Company’s disclosure controls were not effectivéhatconclusion of the 2007 fiscal year. See “I@hn Controls and Procedures.” ltis
believed, however, that the implementation of tleAS compliance requirements will result in additid expense for Meta Financial.

Federal Deposit Insurance Reform Act of 200bhe Federal Deposit Insurance Reform Act of 2Q08 “FDIRA”), signed into law on
February 8, 2006, amended current laws regardiadettheral deposit insurance system. Pursuanet&EHRA, the Federal Deposit Insurance
Corporation (“FDIC") merged the Bank Insurance F(felF") and the Savings Association Insurance F({®AIF") into one deposit insurance
fund, the Deposit Insurance Fund (“DIF”), on MaBh 2006. The new legislation also abolished tfi@r pninimum 1.25% reserve ratio and the
mandatory assessments when the ratio falls bel2824.. Under the FDIRA, the FDIC, at the beginnifigach year, has the flexibility to adjust
the DIF’s reserve ratio between 1.15% and 1.50%éing upon a variety of factors, including progettosses, economic considerations and
assessment rates. For both 2007 and 2008, the §@&ltbe designated reserve ratio at 1.25%

Deposit insurance coverage limits are raised utfteFDIRA from $100,000 to $250,000 for certainggmf Individual Retirement
Accounts, 401(k) plans and other retirement savagg®unts (including Keough accounts and “457” glacounts, among others). The current
$100,000 limit continues to apply to individual aoats and municipal deposits; however, Congredaded in the
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FDIRA the authority for the FDIC to review all ldgef insurance coverage after March 31, 2010,iadelx such insurance coverage to
inflation. Additionally, the FDIRA states that uerdapitalized financial institutions cannot acoemiployee benefit plan deposits.

Certain one-time deposit premium assessment cnedits also authorized under the FDIRA, and regutatirelated to the
apportionment of such credits have been issuetid¥DIC. On May 25, 2007, MetaBank was notifiedt®fissessment credit. The assessment
credit will be applied automatically to reduce dgipinsurance assessments beginning with the assessiue on June 29, 2007. The amount
calculated as MetaBank’s share of the credit wa9$25.65. On June 15, 2007, MetaBank WC wasiedtdf its assessment credit. This
assessment credit will be applied automaticallsethuce deposit insurance assessments beginninghgitissessment due on June 15, 2007.
amount calculated as MetaBank V¢Ghare of the credit was $39,748.44. Note tlestelieposit insurance credits do not affect FICKgations
discussed below.

Financial Services Regulatory Relief Act of 200&n October 13, 2006, President Bush signed intatenFinancial Services
Regulatory Relief Act of 2006. The legislationlumbes language important to all financial instituis, and the specific provisions applicable to
federal savings associations include the following:

» providing savings and loan trust departments withdame exemption from the investment adviser avkkb-dealer regulatory
requirements to the same extent previously enjtyellank trust departments with respect to the limrest Advisers Act of 1940
and the Securities Exchange Act of 1934 (adoptetth®BEC in October, 2007);

» requiring the Securities and Exchange Commissiaht@ Federal Reserve Board, in consultation wi¢hdther federal banking
regulators, including the Office of Thrift Supetiais, to formally resolve regulatory issues withgest to the regulation of securit
activities by banks and federal savings associat{final rules were adopted jointly by the SEC #melFederal Reserve in
September, 2007);

» providing that a federal savings association iy aentitizen of the state in which its home offisdacated for purposes of
determining diversity jurisdiction (a provision thaeviously had been applicable to national baokg);

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

* requiring the federal banking agencies to develspazinct model privacy notice with respect to Grafreach-Bliley privacy
provisions and mandating that a regulatory safedrdne provided to financial institutions that sseh model privacy policy (final
rules were adopted by the banking agencies in Ma@d7);

» extending the powers of federal banking agenci¢ake enforcement actions against persons for aintlat occurred during their
affiliation with the financial institution regardie of whether the person remains employed by #t#ution; and

» repealing certain requirements governing purchasedgage servicing rights found in the Home Ownéersn Act.

DOD Credit Regulations. Effective October 1, 2007, the US Department efddse (the “DOD”) regulations resulting from thodd
Warner National Defense Authorization Act for Fis¢aar 2007 went into effect. These regulationpase certain restrictions on the types of
provisions that may
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be found in consumer credit products provided tmvered borrowers,” a term generally defined asraauty service members and their
dependents. The rules affect all “creditors,” udthg the Banks.

The regulations were implemented by the DOD inféoreto protect service members from predatorynlpaactices and are an attempt
to balance service member protections with acaeseetdit. Importantly, for the transactions coveby the regulations, there is a new Military
Annual Percentage Rate (“MAPR”) that must be calt@d and the MAPR is capped at 36%.

It should be noted that, in the adopting regulatjaghe DOD stated that it maintains the abilitystue additional rules in the future.

Privacy. The Banks are required by statute and regulatiatisclose their privacy polices to the Banks’ mers and, on an annual
basis, to their customers. Pursuant to such gyinatices, the Banks’ customers may opt out ofsthering of their nonpublic personal
information with non-affiliated third parties. TH=anks are also required to appropriately safegthaid customers’ personal information.

Other Regulation The Banks are also subject to a variety of otbgulations with respect to their business opanatincluding, but nt
limited to, the Truth in Lending Act, the Truth 8avings Act, the Equal Credit Opportunity, the Elewic Funds Transfer Act, the Fair Housing
Act, the Home Mortgage Disclosure Act, the Fair D&bllection Practices Act, and the Fair Credit ®#ipg Act. As discussed below, any
change in the regulations affecting the Banks’ apens is not predictable and could affect the Baokerations and profitability.

General. Bank holding companies, such as Meta Finandialsabject to comprehensive regulation by the Bo&f@overnors of the
Federal Reserve System (“FRB”) under the Bank Hgjdompany Act of 1956, as amended (“BHCA”) andrdgulations of the FRB. As a
bank holding company, Meta Financial is requireflleoreports with the FRB and such additional imf@ation as the FRB may require, and is
subject to regular inspections by the FRB. The EIRB has extensive enforcement authority over afding companies, including, among
other things, the ability to assess civil moneygites, to issue cease and desist or removal oestet$o require that a holding company divest
subsidiaries (including its bank subsidiaries).gémeral, enforcement actions may be initiatedvimiations of law and regulations and unsafe or
unsound practices.

Under FRB policy, a bank holding company must sewa source of strength for its subsidiary barksder this policy, the FRB may
require a holding company to contribute additiaregdital to an undercapitalized subsidiary bank.

Under the Bank Holding Company Act of 1956, as aseein(the “BHCA”), a bank holding company must obt&RB approval before:
(i) acquiring, directly or indirectly, ownership oontrol of any voting shares of another bank aidtaolding company if, after such acquisition,
it would own or control more than 5% of such shdtesgess it already owns or controls the majoritguch shares); (i) acquiring all or
substantially all of the assets of another bankamk holding company; or (iii) merging or consotidg with another bank holding company.

The BHCA prohibits a bank holding company, withtaer exceptions, from acquiring direct or indireetnership or control of more
than 5% of the voting shares of any company whgahot a bank or bank holding company, or from eigadirectly or indirectly in activities
other than those of banking, managing or contrglbanks, or providing services for its subsidiariébe principal exceptions to these
prohibitions involve certain non-bank activitiesiat, by statute or by FRB regulation or order, hagen identified as activities closely related
to the business of banking or managing or contrglli
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banks. The list of activities permitted by the FRBludes, among other things, operating a savimgigution (such as MetaBank), mortgage
company, finance company, credit card company @ofang company; performing certain data processipgrations; providing certain
investment and financial advice; underwriting antingg as an insurance agent for certain typesetfitrelated insurance; leasing property on a
full-payout, non-operating basis; real estate asrdgnal property appraising; and, subject to aetiaiitations, providing securities brokerage
services for customers. The scope of permissitiigiies may be expanded from time to time by @RB. Such activities may also be affected
by federal legislation. In addition, should theB-Betermine that the activity or the control ofudbsidiary or affiliate engaged in such activity
poses a significant risk to the safety and sourglnéany of a bank holding company’s bank subsieliathe FRB is authorized to order the
termination of such activity or the terminationaaitrol of such subsidiary or affiliate, as apptiea

Meta Financial currently has four wholly-owned sdizgies; MetaBank, a federally-chartered thriftitution; MetaBank WC, an lowa-
chartered commercial bank and state member batiledRB; First Midwest Financial Capital Trust lstatutory business trust organized under
the Delaware Business Trust Act; and Meta TruStipath Dakota corporation that provides trust seszicMetaBank is subject to extensive
regulation, supervision and examination by the QasSis chartering authority and primary federgutator, and by the FDIC, which insures its
deposits up to applicable limits. MetaBank is anber of the FHLB System and is subject to certamitéd regulation by the FRB. Such
regulation and supervision governs the activitieg/hich an institution can engage and the mannesich such activities are conducted, and is
intended primarily for the protection of the insuca fund and depositors. MetaBank WC is subjeektensive regulation, supervision and
examination by the lowa Superintendent of Bankihg (Superintendent”) and the FRB, which are itdesand primary federal regulators,
respectively. It is also subject to regulation bg £DIC, which insures its deposits up to appliediohits. As with MetaBank, such regulation
and supervision governs the activities in which &Bztnk WC can engage and the manner in which subliti@s are conducted and is intended
primarily for the protection of the insurance fusmold depositors.

Assuming the sale of MetaBank WC is consummated sabject to deregistration with the FRB and regi&in with OTS, Meta
Financial will become a unitary savings and loatdimg company, subject to the regulation of the Qdi®l not the FRB, as its primary federal
regulator. The BHCA will then cease to apply dileto Meta Financial, which will then become sutijio regulation by OTS pursuant to the
Home Owner’s Loan Act. The OTS has extensive esfment authority over all savings institutions,tsas Meta Bank, and their holding
companies, including, among other things, the @it (i) assess money penalties, and (ii) to isese and desist orders or removal orders or
injunctive actions for violations of rules, lawswursafe and unsound practices.

Meta Financial is regulated as a bank holding comfy the FRB. Bank holding companies are suliggcomprehensive regulation
and supervision by the FRB under the BHCA and #gilations of the FRB. As a bank holding compangta Financial must file reports with
the FRB and such additional information as the R require, and is subject to regular inspectipnthe FRB. Meta Financial is subject to
the activity limitations imposed under the BHCA @ndjeneral may engage in only those activities tiea FRB has determined to be closely
related to banking.

Regulatory authorities have been granted extemisgzetion in connection with their supervisory amdorcement activities which are
intended to strengthen the financial conditionh&f banking industry, including the imposition oftréctions on the operation of an institution,
classification of assets by the institution anddadequacy of an institution’s allowance for loassles. Any change in the nature of such
regulation and oversight, whether by the OTS, th&(; the FRB or legislatively by Congress, couldda material impact on Meta Financial,
MetaBank or MetaBank WC and their respective ojpamnat
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Certain of these regulatory requirements and migns are discussed below or elsewhere in thismieat.

Federal Regulation of the BanksThe OTS has extensive supervisory and regulatotiyority over the operations of savings
associations. As part of this authority, MetaBankequired to file periodic reports with the OTi®lds subject to periodic examination by the
OTS and the FDIC. The last regular OTS examinatfoMeta Financial was as of October 10, 2006. &8anhk WC is subject to similar
regulation and oversight by the Superintendenttaad=-RB and was last examined as of May 23, 2007.

Each federal and state banking regulator also xi@ngve enforcement authority over its regulatesdiiutions. This enforcement
authority includes, among other things, the powesampel higher reserves, the ability to assesbrnoney penalties, to issue cease-and-desist
or removal orders and to initiate injunctive aciorin general, these enforcement actions mayitiated for violations of laws and regulations
and unsafe or unsound practices. Other actioirgctions may provide the basis for enforcemeribacincluding misleading or untimely
reports. Except under certain circumstances, puligiclosure of final enforcement actions by thgutator is required. The federal banking
agencies have adopted guidelines establishingysarfiet soundness standards on such matters asrdanariting and documentation, asset
quality, earnings standards, internal controls amdit systems, interest rate risk exposure and eosgiion and other employee benefits. Any
institution which fails to comply with these stand must submit a compliance plan.

In addition, the investment, lending and branctanthority of MetaBank is prescribed by federal lamsl it is prohibited from engagi
in any activities not permitted by such laws. Megak WC is subject to such restrictions under dtateas administered by the lowa
Superintendent. Federal savings associationsegrerglly authorized to branch nationwide, whereaslchartered banks, such as MetaBank
WC, are generally limited to establishing brancivékin the State of lowa.

Both MetaBank's and MetaBank WC'’s general permlsdignding limit to one borrower is equal to theaper of $500,000 or 15% of
unimpaired capital and surplus (except for loatly ecured by certain readily marketable colldtérawhich case this limit is increased to 25%
of unimpaired capital and surplus). MetaBank WGLibject to similar restrictions. At September3007, MetaBank’s and MetaBank WC'’s
lending limit under these restrictions was $8.1liomland $896,000, respectively. MetaBank and Batk WC are in compliance with their
lending limits.

Insurance of Accounts and Regulation by the FDIKetaBank and MetaBank WC are members of the Depmurance Fund (the
“DIF™), which is administered by the FDIC. Depasdre insured up to applicable limits by the FDid auch insurance is backed by the full
faith and credit of the United States GovernmeXg.insurer, the FDIC imposes deposit insurance prer® and is authorized to conduct
examinations of and to require reporting by FDIGuired institutions. It also may prohibit any FOISured institution from engaging in any
activity the FDIC determines by regulation or ortiepose a serious risk to the DIF. The FDIC &las the authority to initiate enforcement
actions against any FDIC-insured institution afising its primary federal regulator the opportyrtid take such action, and may terminate the
deposit insurance if it determines that the ingttuhas engaged in unsafe or unsound practicesiman unsafe or unsound condition.

Pursuant to a rule adopted by the Board of Dirsovdthe FDIC in November 2006, beginning in 20é, FDIC will place each
insured institution into one of four risk categarieCategory placement will be a two-step procesed on (i) capital ratios (the capital
assignment group), and (ii) other relevant infoioratthe supervisory group assignment). Capitaligrassignments will be made quarterly and
include the following designations: well capitaliz@dequately capitalized and undercapitalized.
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Supervisory group assignments will be divided dlefes: (X) group A (financially sound institutions)Y) group B (institutions that demonstrate
weakness), and (Z) group C (institutions that posabstantial possibility of loss to the DIF unlessrective action is taken).

The schedule of DIF assessment rates has beeedevisfective January 1, 2007, there are four celegories. Premiums for 2008 \
range from 5 cents per $100 of assessable dejffmsiisstitutions deemed to be in the lowest rigkegory) to 43 cents per $100 of assessable
deposits (for institutions deemed to be in the églrisk category). At September 30, 2007, Met&Barisk category assignment required a
payment of six cents per $100 of assessable dspésitof September 30, 2007, MetaBank WC's riskgaty assignment required a payment of
seven cents of assessable deposits.

DIF-insured institutions pay a Financing Corporat{&|CO) assessment in order to fund the intenediands issued to resolve thrift
failures in the 1980s. For the quarter ended Jepee 30, 2007, the FICO assessment was equal4doasis points for each $100 in domestic
deposits. These assessments will continue umtibtnds mature in 2019.

Under the Federal Deposit Insurance Act (“FDIARe tFDIC may terminate deposit insurance upon arfinthat the institution has
engaged in unsafe or unsound practices, is in aafaror unsound condition to continue operationsasrviolated any applicable law, regulati
rule, order or condition imposed by the FDIC or @ES. Management of the Banks does not know ofpaagtice, condition or violation that
might lead to termination of deposit insurance.

Regulatory Capital Requirementd-ederally insured financial institutions, suchvestaBank and MetaBank WC, are required to
maintain a minimum level of regulatory capital. €Ble capital requirements mandate that an institutiaintain at least the following ratios: (1
core (or Tier 1) capital to adjusted total assat® rof 4% (which can be reduced to 3% for higlated institutions); (2) a Tier 1 capital to risk-
weighted assets ratio of 4%, and (3) a risk-basgital to risk-weighted assets ratio of 8%. Cdp@guirements in excess of these standards
may be imposed on individual institutions on a elage&ase basis. As of September 30, 2007, bottkBaere in compliance with all capital
standards applicable to them and were designdteelbcapitalized” under federal guidelinesSee Note 16 to the Notes to Consolidated
Financial Statements in the Annual Report.

Prompt Corrective Action.Federal banking regulators are authorized andeucertain circumstances required, to take ceddtions
against banks that fail to meet their capital rezmaents. Effective December 19, 1992, the fedsmaking agencies were given additional
enforcement authority with respect to undercagiéalidepository institutions. They are generalfyuieed to take action to restrict the activities
of an “undercapitalized” bank (generally defined®one with less than either a four percent capital ratio, a four percent Tier 1 risked-based
capital ratio or an eight percent risk-based capti#o). Any such bank must submit a capital@estion plan and, until such plan is approved,
may not increase its assets, acquire anothertitistit establish a branch or engage in any newitiet, and generally may not make capital
distributions. The banking regulators are autharizeimpose the additional restrictions, discudseldw, that are applicable to significantly
undercapitalized institutions.

Any institution that fails to comply with its capltplan or is “significantly undercapitalizedi.¢ ., Tier 1 riskbased or core capital rat
of less than three percent or a risk-based capitial of less than six percent) must be made stiljeane or more of additional specified actions
and operating restrictions mandated by FDICIA. sehactions and restrictions include requiring gseidance of additional voting securities;
limitations on asset growth; mandated asset realuctihanges in senior management; divestiture, enengacquisition of the association;
restrictions on executive compensation; and angradlation the OTS deems appropriate. An institutimt becomes “critically
undercapitalized” (e ., a
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tangible capital ratio of two percent or less)ubject to further mandatory restrictions on its\atieés in addition to those applicable to
significantly undercapitalized associations. ldliidn, the appropriate banking regulator must &mpe receiver (or conservator with the
concurrence of the FDIC) for an institution, withrain limited exceptions, within 90 days aftelnéicomes critically undercapitalized. Any
undercapitalized institution is also subject toesthossible enforcement actions, including the agpeent of a receiver or conservator. The
appropriate regulator is also generally authortpegbclassify an institution into a lower capitategory and impose restrictions applicable to
such category if the institution is engaged in @®a unsound practices or is in an unsafe or umd@ondition.

Though not expected, the imposition of any of theeasures on the Banks may have a substantialssdetect on them and on the
Company'’s operations and profitability. Meta Fioahshareholders do not have preemptive rightd,tharefore, if Meta Financial is directed
by the OTS, the FRB or the FDIC to issue additichalres of Common Stock, such issuance may restiieidilution in shareholders percent
of ownership of Meta Financial.

Limitations on Dividends and Other Capital Distriilmns. The OTS imposes various restrictions on savisgs@ations with respect
their ability to make distributions of capital, whiinclude dividends, stock redemptions or repusebacash-out mergers and other transactions
charged to the capital account. The OTS also pisha savings association from declaring or paging dividends or from repurchasing any of
its stock if, as a result of such action, the ratprly capital of the association would be reduceldws the amount required to be maintained for
the liquidation account established in connectidtih Whe association’s mutual to stock conversion.

Savings institutions such as MetaBank may makepaatalistribution without the approval of the OT{8pvided they notify the OTS
30-days before they declare the capital distribuéind they meet the following requirements: (i)dawegulatory rating in one of the two top
examination categories, (ii) are not of supervismgcern, and will remain adequately- or well-calpied, as defined in the OTS prompt
corrective action regulations, following the propddistribution, and (iii) the distribution doestmxceed their net income for the calendar year-
to-date plus retained net income for the previousdalendar years (less any dividends previously pdi savings institution does not meet
above stated requirements, it must obtain the ppproval of the OTS before declaring any propaBstlibutions.

MetaBank WC may pay dividends, in cash or propentyy out of its undivided profits. In additionRB regulations prohibit the
payment of dividends by a state member bank ifde$mve at any time been sustained by such bah&dbal or exceed its undivided profits
then on hand, unless (i) the prior approval ofRRB has been obtained, and (ii) at least thicds of the shares of each class of stock outitg
have approved the dividend payment. FRB regulatidss prohibit the payment of any dividend by destaember bank without the prior
approval of the FRB if the total of all dividendsalared by the bank in any calendar year exceedtothl of its net profits for that year combil
with its retained net profits of the previous twadendar years (minus any required transfers ta@usior to a fund for the retirement of any
preferred stock).

Qualified Thrift Lender Test.All savings associations, including MetaBank, iguired to meet a qualified thrift lender (“QTLBst tc
avoid certain restrictions on their operations.sThst requires a savings association to haveaat 65% of its portfolio assets (as defined by
regulation) in qualified thrift investments on amtioly average for nine out of every 12 months @alling basis or meet the requirements for a
domestic building and loan association under therival Revenue Code. Under either test, the redussets primarily consist of residential
housing related loans and investments. At SepteBM®e2007, MetaBank met the test and has alwaythmdest since its effectiveness.

38




Any savings association that fails to meet the @34t must convert to a national bank charter, griteagqualifies as a QTL within one
year and thereafter remains a QTL, or limits ite/m@vestments and activities to those permissibidobth a savings association and a national
bank. In addition, the association is subjectatamal bank limits for payment of dividends andrwhing authority. If such association has not
requalified or converted to a national bank witthiree years after the failure, it must divest dfralestments and cease all activities not
permissible for a national bank.

Community Reinvestment ActUnder the Community Reinvestment Act (“CRA”), ew&DIC insured institution has a continuing and
affirmative obligation consistent with safe and sgianking practices to help meet the credit neéds entire community, including low- and
moderate-income neighborhoods. The CRA does tablsh specific lending requirements or prograorsfihancial institutions nor does it
limit an institution’s discretion to develop theps of products and services that it believes asé duited to its particular community. The CRA
requires the OTS and the FRB, in connection withakamination of MetaBank and MetaBank WC, respeltj to assess the institution’s
record of meeting the credit needs of its commuaitgt to take such record into account in its evadoaof certain applications, such as a merger
or the establishment of a branch, by the institutidn unsatisfactory rating may be used as theslfasthe denial of such an application.
MetaBank was examined for CRA compliance in Au@@§14 and MetaBank WC was examined for CRA comp#anclune 2003.

Interstate Banking and Branchind:he FRB may approve an application of an adequatgitalized and adequately managed bank
holding company to acquire control of, or acquiteasubstantially all of the assets of, a bantaled in a state other than such holding
company’s home state, without regard to whethetrdngsaction is prohibited by the laws of any stdtegeneral, the FRB may not approve the
acquisition of a bank that has not been in exigtdacthe minimum time period (not exceeding fiveays) specified by the statutory law of the
host state or if the applicant (and its depositosyitution affiliates) controls or would controlare than 10% of the insured deposits in the Ur
States or 30% or more of the deposits in the tdrgek’s home state or in any state in which thgebank maintains a branch. lowa has
adopted a five year minimum existence requirement.

The federal banking agencies are also generalloaiged to approve interstate merger transactidtiteowt regard to whether such
transaction is prohibited by the law of any stdtgerstate acquisitions of branches or the esthivlent of a new branch is permitted only if the
law of the state in which the branch is locatedwper such acquisitions. Interstate mergers anddbracquisitions are also subject to the
nationwide and statewide insured deposit conceotramounts described above. lowa permits intersteanching only by merger.

Holding Company Dividends.The FRB has issued a policy statement on the payof cash dividends by bank holding companies,
which expresses the FRB’s view that a bank holdmmgpany should pay cash dividends only to the extext its net income for the past year is
sufficient to cover both the cash dividends andte of earning retention that is consistent withtiblding company’s capital needs, asset quality
and overall financial condition. The FRB also iated that it would be inappropriate for a compexgeriencing serious financial problems to
borrow funds to pay dividends. Furthermore, urtlerprompt corrective action regulations adoptethiey=RB, the FRB may prohibit a bank
holding company from paying any dividends if thédivog company’s bank subsidiary is classified amiicantly “undercapitalized” or
“undercapitalized” and it fails to submit and implent a capital restoration plan.

Bank holding companies are required to give the PR& written notice of any purchase or redemptbits outstanding equity
securities if the gross consideration for the pasehor redemption, when combined with the net denation paid for all such purchases or
redemptions during the
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preceding 12 months, is equal to 10% or more df ttensolidated net worth. The FRB may disappreweh a purchase or redemption if it
determines that the proposal would constitute aafgnor unsound practice or would violate any laegulation, FRB order, or any condition
imposed by, or written agreement with, the FRBisTiotification requirement does not apply to anynpany that meets the well-capitalized
standard for commercial banks, has a safety anddsmss examination rating of at least a “2” angbissubject to any unresolved supervisory
issues.

Holding Company Capital Requirement3he FRB has established capital requirementbdok holding companies that generally
parallel the capital requirements for federal thirigtitutions and commercial banks such as Met&aBard MetaBank WC. Meta Financial is in
compliance with these requirements.

Transactions with Affiliates.The Banks must comply with Sections 23A and 28&e Federal Reserve Act relative to transactions
with affiliates. Generally, transactions betweanrsstitution or its subsidiaries and its affiliatere required to be on terms as favorable to the
Banks as transactions with non-affiliates. In &ddi certain of these transactions, such as loaas affiliate, are restricted to a percentage of
the institutions’ capital. Affiliates of the Banksclude the Corporation and any company that dgeacommon control with the Banks. In
addition, a savings institution may not lend to affjliate engaged in activities not permissible #osavings and loan holding company or acc
the securities of most affiliates. The OTS hasdiseretion to treat subsidiaries of savings insitins as affiliates on a case-by-case basis.

On April 1, 2003, the Federal Reserve’s Regulatnvhich comprehensively amends sections 23A aildf3he Federal Reserve
Act, became effective. The Federal Reserve ActRegllation W are applicable to the Banks. TheuRdimpn unifies and updates staff
interpretations issued over the years, incorporsggeral new interpretative proposals (such atatidfycwhen transactions with an unrelated t
party will be attributed to an affiliate) and adsses new issues arising as a result of the expawded of non-banking activities engaged in by
banks and bank holding companies in recent yeatsathorized for financial holding companies unither Financial Services Modernization .
of 1999.

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

Federal Home Loan Bank SysteMetaBank and MetaBank WC are both members of thieB-6f Des Moines, one of 12 regional
FHLBs that administers the home financing crediiction of savings associations that is subjectufmesvision and regulation by the Federal
Housing Finance Board. Each FHLB serves as awesgrcentral bank for its members within its aseijregion. It makes loans to members
(i.e., advances) in accordance with policies and proeesdestablished by the board of directors of theB-HThese policies and procedures are
subject to the regulation and oversight of the Feldéousing Finance Board. All advances from thB are required to be fully secured by
sufficient collateral as determined by the FHLB. alddition, all long-term advances must be useddsidential home financing.

As members of the FHLB System, MetaBank and Met&B&I€ are required to purchase and maintain stotker-HLB of Des
Moines pursuant to a predetermined formula. Att&mper 30, 2007, the Banks (including discontinaperations) had in the aggregate $4.6
million in FHLB stock, which
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was in compliance with this requirement. For tisedl year ended September 30, 2007, dividendskpaible FHLB of Des Moines to MetaBa
and MetaBank WC totaled $252,802.

Under federal law, the FHLBs are required to prevnds for the resolution of troubled savings asgimns and to contribute to low-
and moderately priced housing programs througtctioans or interest subsidies on advances tardgetedmmunity investment and low- and
moderate-income housing projects. These contdhathave affected adversely the level of FHLB dividis paid and could continue to do so in
the future. These contributions could also havadverse effect on the value of FHLB stock in tieife. A reduction in value of the Banks’
FHLB stock may result in a corresponding reductiothe Banks’ capital. Recent legislative chaniggge required the FHLB to change the
characteristics and amount of FHLB stock held byriembers. It is also anticipated that these a®mngjl restrict the ability of FHLB members
to redeem their shares of FHLB stock. In additibwe, federal agency that regulates the FHLBs hqginexd each FHLB to register its stock with
the SEC, which will increase the costs of each FHInB may have other effects that are not possibpeddict at this time.

Federal Securities LawThe common stock of Meta Financial is registeretthwie SEC under the Exchange Act, as amendeda Met
Financial is subject to the information, proxy sitétion, insider trading restrictions and otheguigements under the Exchange Act.

Meta Financial’'s stock held by persons who ardiatés (generally officers, directors and principckholders) of the Company may
not be resold without registration unless solddocadance with certain resale restrictions. If #€inancial meets specified current public
information requirements, each affiliate of the Qamy, subject to certain requirements, will be ablsell, in the public market, without
registration, a limited number of shares in ang¢himonth period.

Federal and State Taxation

Federal Taxation. Meta Financial and its subsidiaries file consatiédi federal income tax returns on a fiscal yeaishasing the accru
method of accounting. In addition to the regutenoime tax, corporations, including savings banké sis MetaBank, generally are subject to a
minimum tax. An alternative minimum tax is imposgd minimum tax rate of 20% on alternative minimiaxable income, which is the surr
a corporation’s regular taxable income (with certadjustments) and tax preference items, less ajable exemption. The alternative
minimum tax is imposed to the extent it exceedsctivporation’s regular income tax and net operatiisges can offset no more than 90% of
alternative minimum taxable income.

To the extent earnings appropriated to a savingk'ddad debt reserves and deducted for federahiectax purposes exceed the
allowable amount of such reserves computed unéeexperience method and to the extent of the banlpgplemental reserves for losses on
loans (“Excess”), such Excess may not, without eskvéax consequences, be utilized for the paynfecagh dividends or other distributions to a
shareholder (including distributions on redemptidissolution or liquidation) or for any other pugeo(except to absorb bad debt losses). As of
September 30, 2007, MetaBank’s Excess for tax maptotaled approximately $6.7 million.

Meta Financial and its consolidated subsidiarieehet been audited by the IRS within the pasytars. In the opinion of
management, any examination of still open retuimduding returns of subsidiaries and predecessirsr entities merged into, Meta Financial)
would not result in a deficiency which could haveaterial adverse effect on the financial conditéMeta Financial and its subsidiaries.
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lowa Taxation. MetaBank and MetaBank WC file lowa franchise fiaturns. Meta Financial and MetaBank’s lowa subsydfile a
consolidated lowa corporation tax return on a figear-end basis.

lowa imposes a franchise tax on the taxable incofmeutual and stock savings banks and commercigt®aThe tax rate is 5%, which
may effectively be increased, in individual cadssapplication of a minimum tax provision. Taxableome under the franchise tax is generally
similar to taxable income under the federal corfgonacome tax, except that, under the lowa frarctag, no deduction is allowed for lowa
franchise tax payments and taxable income incligesest on state and municipal obligations. kesgéon U.S. obligations is taxable under the
lowa franchise tax and under the federal corpareteme tax. The taxable income for lowa francl#sepurposes is apportioned to lowa
through the use of a one-factor formula consistihgross receipts only.

Taxable income under the lowa corporate incomestaenerally similar to taxable income under trgefal corporate income tax,
except that, under the lowa tax, no deductionlisedd for lowa income tax payments; interest fraatesand municipal obligations is includes
income; interest from U.S. obligations is excludenn income; and 50% of federal corporate inconxeptayments are deductible from income.
The lowa corporate income tax rates range from ®%®286 and may be effectively increased, in indigidtases, by application of a minimum
tax provision.

South Dakota Taxation MetaBank and Meta Trust Company file a consofidéBouth Dakota franchise tax return due to their
operations in Sioux Falls and Brookings. The Sdakota franchise tax is imposed on depositonjtitgins and trust companies. Meta
Financial, MetaBank WC and MetaBank’s subsidiaaiestherefore not subject to the South Dakota frisectax.

South Dakota imposes a franchise tax on the taxabtene of depository institutions and trust comiparat the rate of 6%. Taxable
income under the franchise tax is generally sintdaiaxable income under the federal corporatenretax, except that, under the South Dakota
franchise tax, no deduction is allowed for statmime and franchise taxes, income from municipabakibns exempt from federal taxes are
included in the franchise taxable income, and tieeededuction allowed for federal income taxeswed for the fiscal year. The taxable
income for South Dakota franchise tax purposep®sgioned to South Dakota through the use of egttiactor formula consisting of tangible
real and personal property, payroll and gross ptsei

Delaware Taxation. As a Delaware holding company, Meta Financiakempted from Delaware corporate income tax bredsired
to file an annual report with and pay an annualdéene State of Delaware. Meta Financial is algoject to an annual franchise tax imposed by
the State of Delaware.

Competition

The Company faces strong competition, both in neting real estate and other loans and in attigctéposits. Competition in
originating real estate loans comes primarily frlommercial banks, savings banks, credit uniongjy@finance companies, insurance
companies, and mortgage bankers making loans skbyneal estate located in the Company’s marlest.aCommercial banks and credit
unions provide vigorous competition in consumedlag. The Company competes for real estate aret twans principally on the basis of the
quality of services it provides to borrowers, ietgrrates and loan fees it charges, and the tyfdearts it originates.

The Company attracts all of its deposits throughetail banking offices, primarily from the comnitigs in which those retail banking
offices are located; therefore, competition forsthaeposits is
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principally from other commercial banks, savingshss credit unions and brokerage offices locatettiégnsame communities. The Company
competes for these deposits by offering a variéyeposit accounts at competitive rates, converbesiness hours, and convenient branch
locations with interbranch deposit and withdrawé@ifeges at each.

The Company serves Adair, Buena Vista, Dallas, fiiind Polk counties in lowa and Brookings, Limcahd Minnehaha counties in
South Dakota. There are twenty-two commercial bafdur savings bank other than MetaBank, and teditunions which compete for
deposits and loans in MetaBank’s primary markea amenorthwest lowa and eight commercial banks,sawngs bank other than MetaBank,
and one credit union which compete for depositslaads in MetaBank’s market area in Brookings, 8dddkota. In addition, there are eleven
commercial banks in MetaBank WC'’s primary marketain west central lowa. The Banks compete fobdigpand loans with numerous
financial institutions located throughout the mptititan market areas of Des Moines, lowa and Skealls, South Dakota.

Employees

At September 30, 2007, the Company and its subgdiaad a total of 323 employees, including 22-pare employees. The
Company’s employees are not represented by angatiok bargaining group. Management considemnitployee relations to be good.

Executive Officers of the Company Who Are Not Diretors

The following information as to the business exgece during the past five years is supplied wilpeet to the executive officers of the
Company who do not serve on the ComparBoard of Directors. There are no arrangementsiderstandings between such persons name
any persons pursuant to which such officers welect.

On June 27, 2005, Mr. Troy Moore IlIl was named Eize Vice President and Chief Operating Officetted Company and MetaBar
Additionally, Mr. Moore became a member of the Exe@ Committees of both the Company and MetaB&n&viously, Mr. Moore, age 39,
had been the president of the Central lowa Mark&tetaBank, a position he had held since 1998.diteed MetaBank in 1997 as a Vice
President in the Central lowa Market. Mr. Mooreeiged a Bachelor of Business Administration dedrem lowa State University, Ames,
lowa. Mr. Moore is the son-in-law of James S. Hattle Company’s Chairman of the Board, and théhemin-law of J. Tyler Haahr, the
Company’s President and Chief Executive Officer.

On October 16, 2007, Mr. David W. Leedom, age 535 appointed Acting Chief Financial Officer of @empany. Mr. Leedom
brings over 22 years of experience in the bankimjfanancial services industry to the company. c8idanuary, 2007, Mr. Leedom has served as
Senior Vice President of Portfolio Credit and Besis Analytics at MetaBank. He previously served &gnior and as an Executive Vice
President for Bankfirst for 11 years prior to jeigiMeta in January 2007; his experience at Bartkficduded his positions as EVP of Accoun
and Finance and Portfolio Management. Mr. Leedeceived a Bachelor of Business Administration itdunting degree from the University
of lowa.

Mr. Jonathan M. Gaiser, age 40, joined Meta Firelras Senior Vice President, Secretary, Treasaner Chief Financial Officer in
January 2006. Mr. Gaiser was previously First \Rcesident and Assistant Treasurer at Commerciamae8ank in Omaha, Nebraska.
Mr. Gaiser received a
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Bachelor of Arts degree from St. Olaf College inrtiifield, Minnesota, and a Master of Business Adstiation degree from George
Washington University in Washington, D.C. Mr Gaiatso holds a Chartered Financial Analyst profesal designation. Mr. Gaiser resigned
his positions with the Company effective October 2@07.

Iltem 1A. Risk Factors

Factors that, individually or in the aggregate,thiak could cause our actual results to differ matky from expected and historical
results include those described below as well lasraisks and factors identified from time to timeour SEC filings. The trading price of the
Company’s common stock could decline due to anthese risks, and you may lose all or part of youestment. In assessing these risks, you
should also refer to the other information contdimethis annual report on Form 10-K, including tbempany’s financial statements and related
notes.

Risks Related to the Banking Industry

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

The Company’s success depends, to a certain exgon, economic and political conditions, local awadional, as well as governmental
monetary policies. Conditions such as inflatiomession, unemployment, changes in interest rateseynsupply and other factors beyond the
Company’s control may adversely affect the Compaiagset quality, deposit levels and loan demandthadefore, the Company’s earnings.
Because the Company has a significant amount bégstate loans, decreases in real estate valuéd adversely affect the value of property
used as collateral. Adverse changes in the ecomoayyalso have a negative effect on the abilitthefCompany’s borrowers to make timely
repayments of their loans, which would have an estvenpact on the Company’s earnings. In addisoibstantially all of the Company’s loans
are to individuals and businesses in the Compangiket area. Consequently, any economic declitleerCompany’s market area could have
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 oiCtrepany’s interest rate spread, which is the difiee between (i) the rates we
earn on loans, securities and other earning asselgjii) the interest rates we pay on depositsaihdr borrowings. These rates are highly
sensitive to many factors beyond the Company’srogrincluding general economic conditions and bécies of various governmental and
regulatory authorities. As market interest rates,we will have competitive pressures to increheeates we pay on deposits, which may result
in a decrease of the Company’s net interest incoBunversely, if interest rates fall, yields ondeand investments may fall. Because a
significant portion of the Company’s deposit palitios in non-interest bearing accounts, such anghan rates would likely result in a decrease
in the Company’s net interest income. For add#@lanformation, see Item 7A, herein.

The Company operates in a highly regulated envirosmb, and changes in laws and regulations to whick are subject may adversely affect
the Company’s results of operations.

MetaBank and MetaBank WC (collectively, the “Bankahd the Company operate in a highly regulatedrenment and are subject to
extensive regulation, supervision and examinatipthk Office of Thrift Supervision (“OTS"), the $taof lowa, the Federal Deposit Insurance
Corporation (“FDIC"),
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and the Board of Governors of the Federal ReseygteB (the “Federal Reserve”). See “Business -uRégn” herein. Applicable laws and
regulations may change, and there is no assurhatsuch changes will not adversely affect the Camygis business. Such regulation and
supervision govern the activities in which an ingion may engage, including the activities of Mgaak’s Meta Payment Systems Division, and
are intended primarily for the protection of thenRa and their depositors. Regulatory authorit@gehextensive discretion in connection with
their supervisory and enforcement activities, idatg but not limited to the imposition of restrimtis on the operation of an institution, the
classification of assets by the institution andddequacy of an institution’s allowance for loassles. Any change in such regulation and
oversight, whether in the form of restrictions ativties, regulatory policy, regulations, or lelgison, including but not limited to changes in the
regulations governing savings banks, could havaienal impact on the Banks and the Company’s digersa

Changes in technology could be costly.

The banking industry is undergoing technologicabivation at a fast pace. To keep up with its cditipe, the Company needs to stay
abreast of innovations and evaluate those techieddlat will enable it to compete on a cost-effecbasis. This is especially true with respect
to MetaBank’'s Meta Payment Systems Division. To&t of such technology, including personnel, cahigh in both absolute and relative
terms. There can be no assurance, given thedastq change and innovation, that the Compangtsntalogy, either purchased or developed
internally, will meet or continue to meet the neetlthe Company.

Risks Related to the Company’s Business
The Company operates in an extremely competitiveka and the Company’s business will suffer ifit unable to compete effectively.

In the Company’s market area, the Banks encouigeifisant competition from other commercial bankayings and loan associations,
credit unions, mortgage banking firms, consumearfte companies, securities brokerage firms, inseraompanies, money market mutual
funds and other financial intermediaries. Manyhef Banks’ competitors have substantially greasources and lending limits and may offer
services that the Bank does not or cannot providee Company’s profitability depends upon the Conyfmcontinued ability to compete
successfully in the Company’s market area. TheaNRetyment Systems Division operates on a natimadt sgainst competitors with
substantially greater resources and limited bari@rentry. The Division’s success depends umoalitlity to compete in such an environment.

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

We believe that the Company’s success dependdyargehe efforts and abilities of the Company’sise management. Their
experience and industry contacts significantly iems. The competition for qualified personnetiie financial services industry is intense, and
the loss of any of the Company’s key personnehanability to continue to attract, retain and mate key personnel could adversely affect the
Company’s business.
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The Company’s loan portfolio includes loans withtagher risk of loss.

The Banks originate commercial mortgage loans, cemial loans, consumer loans, agricultural mortdagas, agricultural loans and
residential mortgage loans primarily within the Gmany’s market areasCommercial mortgage, commercial, and consumer loansexpose a
lender to greater credit risk than loans securetkbigential real estate because the collaterakrisgrthese loans may not be sold as easily as
residential real estate. These loans also haaagreredit risk than residential real estate fierfollowing reasons:

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

e Commercial LoansRepayment is dependent upon the successful opeiattihe borrower’s business.

e Consumer LoangConsumer loans (such as personal lines of credity@lateralized, if at all, with assets that nmay provide an
adequate source of payment of the loan due to diepien, damage, or loss.

e Agricultural LoansRepayment is dependent upon the successful ope@tihe business, which are greatly dependent amyrthings
outside the control of either the Banks or the doars. These factors include weather, commodityegtiand interest rates among
others.

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

The Company makes various assumptions and judgrabotg the collectibility of the Company’s loan ffolio, including the
creditworthiness of the Company’s borrowers andviidae of the real estate and other assets seagingllateral for the repayment of the
Company’s loans. Despite the Company’s undervgiind monitoring practices, the Company’s loanamsts may not repay their loans
according to their terms, and the collateral sexuthe payment of these loans may be insufficiempiaty any remaining loan balance. The
Company may experience significant loan losses¢hvbould have a material adverse effect on itsaipey results. Because the Company must
use assumptions regarding individual loans aneétdomomy, the current allowance for loan losses nuaye sufficient to cover actual loan
losses, and increases in the allowance may be segesThe Company may need to significantly inseethe Company’s provision for losses on
loans if one or more of the Company'’s larger loaneredit relationships becomes delinquent or ifoeatinue to expand the Company’s
commercial real estate and commercial lendingaddition, federal and state regulators periodicadlyiew the Company’s allowance for loan
losses and may require the Company to increas€dhgpany’s provision for loan losses or recognizmloharge-offs. Material additions to the
Company’s allowance would materially decrease tbmgany’s net income. The Company cannot assurghailts monitoring procedures and
policies will reduce certain lending risks or tila@ Company’s allowance for loan losses will becadee to cover actual losses.

If the Company forecloses on and takes ownershiped! estate collateral property,it may be subjexthe increased costs associated with
ownership of real property, resulting in reducedvwenues.

The Company may have to foreclose on collatergbgnty to protect its investment and may thereaften and operate such property.
In such case, the Company will be exposed to #ie inherent in the ownership of real estate. darheunt that the Company, as a mortgagee,
may realize after
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a default is dependent upon factors outside oCti@pany’s control, including, but not limited t@) general or local economic conditions;

(ii) neighborhood values; (iii) interest rates;)(real estate tax rates; (v) operating expenséseofnortgaged properties; (vi) supply of and
demand for rental units or properties; (vii) agilib obtain and maintain adequate occupancy optbperties; (viii) zoning laws;

(ix) governmental rules, regulations and fiscaiges; and (x) acts of God. Certain expenditusesaiated with the ownership of real estate,
principally real estate taxes and maintenance cowtg adversely affect the income from the reatest Therefore, the cost of operating a real
property may exceed the rental income earned fuach property, and the Company may have to advamusfin order to protect the
Company’s investment, or may be required to dispdsbe real property at a loss. The foregoingeexiitures and costs could adversely affect
the Company’s ability to generate revenues, resuiti reduced levels of profitability.

Environmental liability associated with commercildnding could have a material adverse effect on thempan's business, financial
condition and results of operations.

In the course of the Company’s business, it mayiaeqthrough foreclosure, commercial propertiezisag loans that are in default.
There is a risk that hazardous substances couliisbevered on those properties. In this eventCihmpany could be required to remove the
substances from and remediate the properties avitscost and expense. The cost of removal angla@maental remediation could be
substantial. The Company may not have adequatediesiagainst the owners of the properties or o#sponsible parties and could find it
difficult or impossible to sell the affected propes. These events could have a material advéieset en the Company’s business, financial
condition and operating results.

The Company has identified material weaknessestéimternal controls and has not maintained an e€féve system of disclosure controls a
procedures. As a result, investors and depositwald lose confidence in the Compa's financial reporting, which could adversely affethe
Company’s business, the trading price of the Companstock and the Company’s ability to attract atidnal deposits.

Prior to reporting our fiscal year end resultshiis report, as a result of two material weaknegsesir internal controls, we concluded
that our disclosure controls and procedures weteffective to provide reasonable assurance th#t€iinformation required to be disclosed by
us in this report was recorded, processed, sumathand reported within the time periods specifiethe SEC's rules and forms, and (ii)
information required to be disclosed by us in aparts that we file or submit under the Exchangeig\accumulated and communicated to our
management, including our principal executive andrfcial officers, or persons performing similandtions, as appropriate to allow timely
decisions regarding required disclosure. A maltergakness is a significant deficiency, or comhbomabf significant deficiencies in internal
controls over financing reporting, that resultsrinore than a remote likelihood that a material nateshent of the annual or interim financial
statements will not be prevented or detected.

The material weaknesses identified are: (i) the @amy’s discovery that maintenance fees chargeddaallected from holders of
prepaid gift cards were not recognized as incontbérappropriate periods and (ii) the Company’sctusion that the provision for income tax
was not calculated correctly.
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The Company filed amended reports on Form 10-@heiquarters in fiscal 2007, and indicated thafifi@ncial statements for fiscal
2006 and the first three quarters of fiscal 200dl¢mo longer be relied upon. This failure may eaimvestors to lose confidence in our reported
financial information, which could have a mateadlerse effect on our business, the trading pficeibstock, our ability to access capital
markets, and may increase the cost of any finan@miuding deposits) we obtain. See “ltem 9A.n@ol and Procedures.”

It is anticipated that the Company will be subjdctadditional duties under the Sarbar-Oxley Act in fiscal 2008.

As required by Section 404 of the Sarbanes Oxldy we will be required to obtain an annual managemassessment of the
effectiveness of our internal controls over finahceporting and a report by our independent atsldddressing these assessments. These
reporting and other obligations will increasinghage significant demands on our management, adrétiise, operational, internal audit, tax ¢
accounting resources. We are implementing additiomancial and management controls, reportingeyst and procedures and an internal audit
function and are hiring additional accounting, int# audit and finance staff. If we are unablatoomplish these objectives in a timely and
effective fashion, our ability to comply with ounéncial reporting requirements and other rules aipply to public companies could be impai

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

The Banks, including the Meta Payment Systems inisf MetaBank, depend on data processing, comeation and information
exchange on a variety of computing platforms artvagks and over the internet. The Company caneatdstain all of its systems are entirely
free from vulnerability to attack, despite safegisait has installed. Additionally, the Companyieglon and does business with a variety of third-
party service providers, agents and vendors wipeet to the Company’s business, data and comntigrisaneeds. If information security is
breached, or one of the Company’s agents or verideexhes compliance procedures, information coellbst or misappropriated, resulting in
financial loss or costs to the Company or damageshers. These costs or losses could materiatlger the Company’s amount of insurance
coverage, if any, which would adversely affect @@mpany’s business.

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

The market price for shares of the Company’s comstook has been volatile in the past, and sevacabfs could cause the price to
fluctuate substantially in the future. These fextaclude:

« announcements of developments related to the Coyighusiness,

e fluctuations in the Company’s results of operatjons

e sales of substantial amounts of the Company’s g&simto the marketplace,

¢ general conditions in the Company’s banking nichthe worldwide economy,

« ashortfall in revenues or earnings compared taritezs analysts’ expectations,

« lack of an active trading market for the commorckto

e changes in analysts’ recommendations or projectiand

« the Company’s announcement of new acquisitiongtwerqrojects.

The market price of the Company’s common stock fhagtuate significantly in the future, and thesgcfluations may be unrelated to

the Company’s performance. General market prictirdes or market volatility in the future could asely affect the price of the Company’s
common stock, and the current market price mayoranhdicative of future market prices.
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The Company’s common stock is thinly traded, andishyour ability to sell shares or purchase additarshares of the Company’s common
stock will be limited, and the market price at atigne may not reflect true value

Your ability to sell shares of the Company’s comnstotk or purchase additional shares largely depapdn the existence of an active
market for the common stock. The Company’s comstook is quoted on NASDAQ Stock Market, but theuwwoé of trades on any given day is
light, and you may be unable to find a buyer farsls you wish to sell or a seller of additionalrebayou wish to purchase. In addition, a fair
valuation of the purchase or sales price of a sbcemmon stock also depends upon active tradind,thus the price you receive for a thinly
traded stock, such as the Company’s common stoak,mot reflect its true value.

Future sales or additional issuances of the Compangapital stock may depress prices of shares & @ompany’s common stock or
otherwise dilute the book value of shares then datsling.

Sales of a substantial amount of the Company’salagtock in the public market or the issuance sigaificant number of shares could
adversely affect the market price for shares ofGhepany’s common stock. As of September 30, 20@7Company was authorized to issue up
to 5,200,000 shares of common stock, of which 2 .EBRshares were outstanding, and 368,282 shareshekl as treasury stock. The
Company was also authorized to issue up to 80Gs08¢€es of preferred stock, none of which is outitanor reserved for issuance.
Accordingly, and although it has no plans to doveithout further stockholder approval, the Compamgy issue up to 2,610,823 additional
shares of common stock and up to 800,000 shangefdrred stock, which obviously may affect the kediprice for shares of the Company’s
common stock.

Federal regulations may inhibit a takeover, prevemtransaction you may favor or limit the Companygsowth opportunities, which could
cause the market price of the Company’s common kttacdecline.

Certain provisions of the Company’s charter docusiand federal regulations could have the effechaking it more difficult for a
third party to acquire, or of discouraging a thpatty from attempting to acquire, control of thengany. In addition, the Company must obtain
approval from regulatory authorities before it @mguire control of any other company.

The Company may not be able to pay dividends inftlitere in accordance with past practice.
The Company pays a quarterly dividend to stockhsld&he payment of dividends is subject to legal gegulatory restrictions. Any

payment of dividends in the future will dependldrge part, on the Bank’s earnings, capital regu@ets, financial condition and other factors
considered relevant by the Company’s Board of Dinec

Risks Related to MetaBank and Meta Payment Systenf, a division of MetaBank
MPS' products and services are highly regulated findaatproducts subject to extensive supervision argjulation.

The products and services offered by MPS are higdgylated by federal banking agencies, state bgrdgencies, and other federal
and state regulators. Some of the laws and reftatpdations affecting its operations include cansuprotection laws, escheat laws, privacy
laws, and data protection laws. Compliance withrilevant legal paradigm in which the division igbes is costly and requires significant
personnel resources, as well as extensive contéittoutside lawyers and consultants hired by M&Stay abreast of the applicable regulatory
schemes.
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While some proposed legislation would benefit MRSs possible that new legislation could restriddPS’ current operations or change the
regulatory environment in which the division’s custners operate.

Although it is possible that some newly enactedslagion could have either a positiveds minimismpact on its operations and
profitability (such as legislation or regulatiorattwould require all prepaid card issuers to pre\#tIC pass-through insurance on the cards’
underlying funds as MetaBank currently does), ihi@re than likely that any new legislation affegtiihe operations of MPS or its customers
would have a negative impact on the conduct of¢tevant business. There is no way to quantifyinigact that such changes could have or
profitability or operations of MPS at this time givthe unpredictable nature of the risk.

In addition to the relevant legal paradigm setif@bove, it should also be noted that there has beecern within the bank regulatory
environment over the use of credit and, in paréicubrepaid cards as a means by which to illedallpder and move money. Should the
regulatory scheme change in any fashion as to thiégecurrent environment by which such productsserdices may be offered, this could ha
significant impact upon MPS’ operations as weltresoperations of its customers.

MetaBank owns or is seeking a number of patentsdemarks and other forms of intellectual propertytivrespect to the operation of i
business and the protection of such intellectuabperty may in the future require material expendits.

In its operations MetaBank is seeking protectiarvaarious forms of intellectual property. No asswoe can be given that such
protection will be granted. In addition, the conifded market environment of its business, MetaBamist be vigilant in ensuring that its patents
and other intellectual property are protected astdemploited by unlicensed third parties. In additiMetaBank must protect itself and defend
against intellectual property challenges initiabgdhird parties making various claims against it.

It should also be noted that intellectual propeitks extend to foreign countries whose protectiminsuch property are not as extensive
as those in the United States. As such, MPS mag teespend additional sums to ensure that itiéctaal property protections are maximized
globally. Moreover, should there be a materiaprioper use of MPS’ intellectual property, this @bbhve an impact on the division’s
operations.

Existing insurance policies may not adequately pgot MPS.

Business interruption and property insurance padicire in place with respect to the operations BEM Should any event triggering
such policies occur, however, it is possible thatmolicies would not fully reimburse us for thes$es we could sustain.

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

The PCI DSS is a multifaceted standard that indudiga security management, policies and procedasesell as other protective
measures, that was created by the largest craditassociations in the world in an effort to protde nonpublic personal information of all ty,
of cardholders, including prepaid cardholders agtsvork branded credit cards (such as Visa carddveasderCard cards). The PCI DSS
mandates a prescribed technical foundation focthiection, storage and transmission of cardhotltd¢a and also contains significant provisions
regarding the testing of security protections bgaugs entities in the payment card industry, inchgdVIPS. Compliance with the PCI DSS is
costly and changes to the standards could havegual,er greater, effect on profitability of thdengant business division.
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The potential for fraud in the card payment industis significant.

Issuers of prepaid and credit cards have suffagadfisant losses in recent years with respechtotheft of cardholder data that has
been illegally exploited for personal gain. Thefttof such information is regularly reported afrfiéets not only individuals but businesses as
well (albeit to a lesser degree). Many types eflitrcard fraud exist, including the counterfeitofgcards and “skimming.” “Skimming” is the
term for a specialized type of credit card inforimattheft whereby, typically, an employee of a ninarrat will copy the cardholder’s number and
security code (either by handwriting the informatmnto a piece of paper, entering such informaitibm a keypad or other device, or using a
handheld device which “reads” and then stores &nd mformation embedded in the magnetic striphc®a credit card number and security
code has been skimmed, the skimmer can use summiation for purchases until the unauthorized asietected either by the cardholder or the
card issuer.

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

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

As described above, the theft of cardholder dagasignificant threat in the industry in which MBferates. This threat also includes
the possibility that there is collusion betweentaierparticipants in the card system to act illggaAlthough MPS is not aware of any instances
to date, it is possible that such activities caaddur in the future, thereby impacting its openatimd profitability.

In order to maintain an edge to its products and@fings, MPS must invest significantly in technolgagnd research and developme

The heavy emphasis upon technology in the procaradsservices offered by MPS requires significamesxitures with respect to
research and development both to exploit techncédgjains and to develop new products and sertice®et customers’ needs. As is common
with most research and development, while sometsffoay yield substantial benefits for the divisiothers will not, thereby resulting in
expenditures for which profits will not be realizeMPS is not able to predict with any degree ofaisty as to the level of research and
development that will be required in the futurewhmuch those efforts will cost, or how profitablech developments will be for the division
once undertaken.

Visa and MasterCard, as well as other electroniafis networks in which MPS operates, could changeithrules.

Pursuant to the agreements between MPS and VissteMzard and other card networks, these thirdgsatyipically have retained the
right to prescribe certain business practices andgulures with respect to parties such as MPSh Brescribed terms include, but are not lim
to, a contracting party’s level of capital as wadlother business requirements.

Visa and MasterCard also retain the right in thgireements with industry participants such as MP®tlaterally change the
rules under which such transactions are procesgédittle or no advance warning. This power indds the power to prevent MPS from
accessing their networks in order to process tiges. Should any third party choose to invole tight unilaterally, such changes could
materially impact the operations of the MPS diuisio
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Data encryption technology has not been perfected aigilance in Meta Payments Syste’ information technology systems is costly.

MPS holds sensitive business and personal infoomatith respect to the products and services éreff This information, which is
generally digitally encrypted, is passed alongaasitechnology channels, including the Internethdugh MPS encrypts its customer and other
sensitive information and expends significant ficiahand personnel resources to maintain the iityegf its technology networks and the
confidentiality of nonpublic customer informatidrecause such information may travel on public tetdgy and other non-secure channels, the
confidential information is susceptible to hackangd other illegal intrusions. Were such a secumigach to occur, the provision of products and
services to Meta Payment System’s customers waalichpaired and the division could incur significéines from the electronic funds
associations involved, significant regulatory fimeposed by federal and/or state regulators anerqttohibitions, as well as extensive litigation
from commercial parties and consumers affecteduio reach.

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

The notion of escheatment involves property thabiandoned and its rightful owner cannot be redddgted and/or identified. In the
context of prepaid cards, the funds representezlioh cards can sometimes be “abandoned” or unoséldef relevant period of time set forth in
each applicable state’s abandoned property lawthodgh MPS utilizes automated programs to endaregerations are compliant with such
applicable laws and regulations, there appears to tmovement among some state regulators to ietedpfinitions in those statutes and
regulations in a manner that is different from g industry interpretations. Should such statgilators choose to do so, they may initiate
enforcement or other litigation action against pidprard issuers such as Meta Payments Systems.

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

The field of professionals involved in the desigml @roduction of products and services offered BSMs highly skilled and actively
sought after by financial institutions, electronard networks and other commercial entities. AhsWPS must spend significant sums to ati
employees and executives and must monitor comgensatd other employment trends to ensure that emsgtion packages both foster the
necessary creative environment and appropriatetypenmsate such individuals in order to retain them.

ltem 1B. Unresolved Staff Comments

Not Applicable.

ltem 2. Properties

The Company conducts its business at its maineoffitd branch office in Storm Lake, lowa. The Conypaperates six offices in me!
Des Moines, lowa. The Company also operates diceoh Brookings, South Dakota; four offices ir8k Falls, South Dakota and three offi
in West Central lowa through the Company’s MetaB®@fR State Bank subsidiary. In addition, the Conypla@ases space at another facility in
Sioux Falls, South Dakota, which houses genergdarate and MPS functions, leases space in Omahlmablea, which houses certain MPS
functions and operates a non-retail service bramdfhemphis, Tennessee.
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The Company owns all of its offices, except for tinanch offices located in Storm Lake Plaza, Stbake, lowa, on Westown
Parkway, West Des Moines, lowa, on North Minnegotanue, Sioux Falls, South Dakota, on South Westenenue, Sioux Falls, South
Dakota, on West 12th Street, Sioux Falls, Southddakthe administrative and MPS offices locatedamadband Lane in Sioux Falls, Omaha
and the non-retail service branch in Memphis, Tesee. In regard to the South Western and We'StStBeet locations in Sioux Falls, South
Dakota, the land on which the buildings were carided is leased. The total net book value of tom@any’s premises and equipment
(including land, building and leasehold improvensestd furniture, fixtures and equipment) at Sep&m30, 2007 was $19.7 million. See Note
8 to the Notes to Consolidated Financial Statemiarttse Annual Report.

The Company is experiencing rapid growth, partidylas a result of growth of MPS. While currentiféies are adequate to meet its
present needs, the Company may add additionaliémsain the future, and may be required to expahcity for administrative support
functions.

The Bank maintains an on-line data base with aicebureau, whose primary business is providindy sgevices to financial
institutions. The net book value of the data pssagy and computer equipment utilized by the Comparseptember 30, 2007 was
approximately $1.7 million.

Item 3. Legal Proceedings

MetaBank has been named in several lawsuits whasgwal outcome could have an adverse effect ondhsolidated financial
position or results of operations of the CompaBgcause the likelihood or amount of an adversdu#en to these matters cannot currently be
reasonably estimated, the Company has not recardedtingent liability related to these potentiaims.

On June 11, 2004, the Sioux Falls School Distiietlifsuit in the Second Judicial Circuit Court glieg that MetaBank, a wholly-owned
subsidiary of the Company, improperly allowed funsllich belonged to the school district, to be d#eal into, and subsequently withdrawn
from, a corporate account established by an employ¢he school district. The school district isldag in excess of $600,000. MetaBank has
submitted the claim to its insurance carrier, and@rking with counsel to vigorously contest thé.su

MetaBank, in conjunction with a roster of partidipg banks, had provided a series of loans and laferedit to Dan Nelson Auto
Group (“DNAG”) and South Dakota Acceptance Corpiora(*SDAC”). Plaintiffs allege that the MetaBaekitities “participated in the
fraudulent scheme” by virtue of providing thesebrof credit and loans despite being aware of tedgtory consumer practices of the Nelson
companies, and that MetaBank profited by receivindisclosed “special benefits” for providing thésans. DNAG, SDAC and Nelson have
since filed for bankruptcy. Plaintiffs also alletiiat MetaBank did not vigorously pursue claimsiagfaNelson and fellow DNAG executive
Chris Tapken in their respective personal bankiaptin order to allow these individuals to emergghwontrol over assets of their former
companies. The claims against J. Tyler Haahr patgoand the MetaBank entities were dismissed pitjudice on January 4, 2008.

Related to this matter, MetaBank was the lead leadd servicer of approximately $32.0 million irafs to DNAG, SDAC, one other
related auto dealership and their owners, incluiietson. Approximately $22.2 million of the totad been sold to ten participating financial
institutions. Each participation agreement witl tbn participant banks provides that the partidippank shall own a specified percentage of the
outstanding loan balance at any given time. Eackeagent also recites a maximum dollar amount dfgiaations for participants. MetaBank
allocated to some participants an ownership irotitetanding loan balance in excess of the percergpgcified in the participation agreement,
but within the maximum amount authorized. MetaBhakeves that in each instance this
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was done with the full knowledge and consent ofgheicipant. Several participants have demankdatitheir participations be adjusted to m.
the percentage specified in the participant agreémBased on the total loan recoveries projectedf &September 30, 2007, MetaBank calcul
that it would cost approximately $953,000 to adjhsise participations as the participants woulceithem adjusted. A few participants have
more recently asserted that MetaBank owes themiaddi monies based on additional legal theoridsetaBank denies any obligation to make
the requested adjustments on these or relatedlabther than as disclosed below, MetaBank capreatict at this time whether any of these
claims will be the subject of litigation.

During the three months ended June 30, 2006 otlghbereafter, three lawsuits were filed agaihgt Company’s MetaBank
subsidiary. Three of the complaints are relatetthéoCompanys alleged actions in connection with its activi@sslead lender to three compal
involved in auto sales, service, and financing deir owner. An additional bank, North AmericannBang Company, joined the First Midwest
Bank-Deerfield Branches case, and these three flairkiffs were then joined in the action brouglgtfirst Premiere Bank against MetaBank.
All four of these banks are now plaintiffs in orensolidated federal lawsuit, as discussed belowdtiition, Home Federal Bank has brought a
separate action, discussed below, in state cobesd actions are currently in discovery proceediagd the amount of costs associated with
these actions cannot be determined at this tinke2 Jompany intends, however, to vigorously deféemddtions. Subject to a reservation of
rights, the Company’s insurance carrier has agteedver the four claims described above and ieeatly paying for counsel to defend all four
actions.

First Premier Bank, North American Banking Compdriyst Midwest Bank-Deerfield Branches and Mid-CouBank v. MetaBank
(Civ. No. 06-4114). On June 28, 2006, First MidgBank-Deerfield Branches and Mid-Country Bankdikuit against MetaBank in South
Dakota’s Second Judicial Circuit Court, Minnehatmufity, in the above titled action. These constedidaomplaints allege that plaintiff banks,
who were participating lenders with MetaBank oreaes of loans made to DNAG and SDAC, suffered dggmaaxceeding $1.0 million as a
result of MetaBank’s placement and administratibthe loans that were the subject of the loan pigdtion agreements. The complaint sounds
in breach of contract, negligence, gross negligenegligent misrepresentation, fraud in the indusetnunjust enrichment and breach of
fiduciary duty. On July 17, 2006, MetaBank remoteel case from state court to the United StatesiEti€ourt for the District of South Dako
where the action has been assigned case no. GALD6. Plaintiff(s) moved to remand the case lhadtate court, but this motion was denied.
As noted above, North American Banking Companyleen allowed by the United States District Coujfbto this action with similar claims
and allegations against MetaBank. Discovery idioamg.

Home Federal Bank v. J. Tyler Haahr, Daniel A. Walsand MetaBankCiv. No. 062230). On June 26, 2006, Home Federal Bank
suit against MetaBank and two individuals, J. THeahr and Daniel A. Nelson, in South Dakota’s $écgudicial Circuit Court, Minnehaha
County in the above titled action. The complaiteges that Home Federal, a participating lendén WietaBank on a series of loans made to
DNAG and SDAC, suffered damages exceeding $3.8amilis a result of failure to make disclosures mdigg an investigation of Nelson,
DNAG and SDAC by the lowa Attorney General at tineetHome Federal agreed to an extension of thepaaticipation agreements. The
complaint sounds in fraud, negligent misrepresé@nabreach of fiduciary duty, conspiracy and bteatduty of good faith and fair dealing.
Discovery is continuing.

Visa and Discover-Related Transactionhe Company is a member of the Visa USA netwbiking our 2008 first fiscal quarter, we
were informed that VISA Inc. had reached a setti@nreconnection with the lawsuit brought againgga/by American Express in 2004 and had
established a reserve related to an expected sisgitdement with Discover Financial Services.atiition, the Visa organization of affiliated
entities had previously announced that it had cetepl a series of global restructuring transactiorcmbine its affiliated operating companies,
including Visa USA, under a single holding compaviiga Inc. Visa Inc. intends to issue and sell gomiy of its shares to the public in an init
public offering. Subsequent to the settlement anoement, the accounting treatment by member biankke Visa restructuring transactions,
including judgment sharing agreements previousgcated among the Company and Visa Inc. (“Visa”) emdain other member banks of the
Visa USA network has been addressed by the AmeBeenkers Association (“ABA”). Pursuant to this dance, the Company will potentially
have litigation liabilities associated with inderficétion obligations under these agreements. Basetie Company’s 0.00271% membership
share of Visa USA and the accounting guidance we heceived, we will record a litigation liabilignd corresponding expense of $73,500 for
the first fiscal quarter ending December 31, 200Ae Company also expects to record a gain duhiegécond fiscal quarter of 2008 for the
redemption of its shares related to Visa's initiablic offering. It is expected that this gain vaffset the litigation effect.

There are no other material pending legal procegsdio which the Company or its subsidiaries isr@ypather than ordinary routine
litigation incidental to their respective businesse
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Item 4. Submission of Matters to a Vote of Security Holders

No matter was submitted to a vote of security hagddrough the solicitation of proxies or othemyiduring the quarter ended
September 30, 2007.

PART Il

Iltem 5. Market for Registrarits Common Equity, Related Shareholder Matters andissuer Purchases of Securities

Page 36 of the attached 2007 Annual Report to 8bbters is herein incorporated by reference.

There have been no purchases by the Company dhenguarter ended September 30, 2007 of equityrisiesuthat are registered by
the Company pursuant to Section 12 of the Exch&age

ltem 6. Selected Financial Data

Page 2 of the attached 2007 Annual Report to Shhtets is herein incorporated by reference.

ltem 7. Managemeid Discussion and Analysis of Financial Condition ahResults of Operations

Pages 3 through 10 of the attached 2007 Annual R&p&hareholders are herein incorporated by eefss.

Item 7A. Quantitative and Qualitatve Disclosure About Market Risk

Pages 8 through 10 of the attached 2007 Annual R&p&hareholders are herein incorporated by eefss.

Item 8. Consolidated Financialt&ements and Supplementary Data

Pages 11 through 34 of the attached 2007 AnnuabiRepShareholders are herein incorporated byeafe.

Iltem 9. Changes In and Disagreemts With Accountants on Accounting and Financial sclosure

Not applicable.

Iltem 9A. Controls and Procedures

Any control system, no matter how well designed apédrated, can provide only reasonable (not absphssurance that its objectives
will be met. Furthermore, no evaluation of cordrehn provide absolute assurance that all corgsakis and instances of fraud, if any, have beer
detected.

The Company’s management, with the participatiothefCompany’s Chief Executive Officer and Actingi€f Financial Officer, has
evaluated the effectiveness of the Company’s désck controls
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and procedures, as such term is defined in Rulas-11H(e) and 15d — 15(e) of the Exchange Act dseoénd of the period covered by the
report.Disclosure controls and procedures are designeddare that information required to be disclosed bggistrant in the reports that it fi

or submits under the Securities Exchange Act o#1@3e “Exchange Act”) is properly recorded, pramzi summarized and reported within the
time periods specified in the Securities and Exgea@ommission’s (“SEC”) rules and forms. Discl@saontrols and procedures include
processes to accumulate and evaluate relevantriatan and communicate such information to a regists management, including its
principal executive and financial officers, as aggrate, to allow for timely decisions regardingueed disclosures.

Based upon that evaluation, our Chief Executived@ff(principal executive officer) and Acting Chigihancial Officer (principal
financial officer) concluded that, as of Septen®@r2007 our disclosure controls and procedures wet effective to provide reasonable
assurance that (i) the information required to iseldsed by us in this report was recorded, prambssummarized and reported within the time
periods specified in the SEC’s rules and forms, @hthformation required to be disclosed by usour reports that we file or submit under the
Exchange Act is accumulated and communicated tonamagement, including our principal executive fimancial officers, or persons
performing similar functions, as appropriate t@alttimely decisions regarding required disclosubegause of the material weaknesses
discussed below. To address those weaknessd&spthpany performed additional analyses and othdargosing procedures to ensure that our
consolidated financial statements are prepareddordance with generally accepted accounting glasi Accordingly, management believes
that the financial statements included in this refairly present in all material respects our fioal condition, results of operations and cash
flows for the periods presented.

The aforementioned evaluation identified the follegvmaterial weaknesses:

1. The Company discovered in September 2007 that sreantce fees charged to and collected from holdgysepaid gift cards, which
were issued through the Compasiypietwork of agent financial institutions, were rextognized as income in the appropriate peridds
a result, the financial statements were restatefidcal year 2006 and the first three quarter2@fd7. With respect to such restatements,
as disclosed in the Company’s previous filings,dffect on the Company’s financial statements lierytear ended September 30, 2006
were not considered to be material, while the ¢$fen the Compang’financial statements for the first three quartésscal 2007 wer
considered to be material; accordingly, amendedtetha reports on Form 10-Q were filed by the Comypa

2. We also concluded that the provision for incomewas not calculated correctly for fiscal year 2@@fore completion of the
consolidated financial statements .

As noted above, the issues that resulted from tvesdnesses were properly addressed before theletonpof our financial statements for the
fiscal year ending September 30, 2007. Regardiaditst item above, management has implementedmeeesses that consist of the autom:

of manual tasks that were subject to human errandgement is working to identify and implementribeessary measures to address the st
item to improve our internal control, including teehancement of our systems and procedures toeatbsurthe second weakness noted above is
corrected.

Other than as described above, no other changar imt@rnal control over financial reporting (adided in Rules 13a-15(f) and 15(d)-
15(f) under the Exchange Act) occurred during therth fiscal quarter of fiscal 2007 that has matériaffected, or is reasonably likely to
materially affect, our internal control over finaaaeporting.

Section 404 of the Sarbanes-Oxley Act of 2002 meguthat companies evaluate and annually repati@insystems of internal control
over financial reporting. We are in the processwaluating, documenting and testing our systemtefnal control over financial reporting to
provide the basis for our report that will, for tfirst time, be a required part of our annual réjpor Form 10-K for the fiscal year ending
September 30, 2008. Due to the ongoing evaluatiohtesting of our internal controls, there camb@ssurance that if any control deficiencies
are identified they will be corrected before the efithe 2008 fiscal year, or that there may nosigeificant deficiencies or material weaknesses
that would be required to be reported. In addijtiva expect the evaluation process and any requereediation, if applicable, to increase our
accounting, legal and other costs and divert managéresources from core business operations.

Item 9B. Other Information

None.
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PART Il

Iltem 10. Directors, Executive Off&rs and Corporate Governance

Directors

Information concerning directors of the Companinorporated herein by reference from the Compangfinitive Proxy Statement f
the Annual Meeting of Shareholders to be held ibr&ary 2008 filed on January 3, 2008.

Executive Officers

Information concerning the executive officers af thompany is incorporated herein by reference fiteCompany’s definitive Proxy
Statement for the Annual Meeting of Shareholdetsatdeld in February 2008, filed on January 3, 2808 from the information set forth under
the caption “Executive Officers of the Company WAre Not Directors” contained in Part | of this Fodr@-K.

Compliance with Section 16(a)

Section 16(a) of the Exchange Act requires the Gomijs directors and executive officers, and perseims own more than 10% of a
registered class of the Company’s equity securit@efile with the SEC reports of ownership andarp of changes in ownership of common
stock and other equity securities of the Compa@ificers, directors and greater than 10% sharehsldee required by SEC regulation to furnish
the Company with copies of all Section 16(a) fothey file.

To the Company’s knowledge, based solely on a wewiethe copies of such reports furnished to thenGany and written
representations that no other reports were requliveitig the fiscal year ended September 30, 20D3geation 16(a) filing requirements
applicable to its officers, directors and greabamt 10 percent beneficial owners were complied.with

Audit Committee Financial Expert

Information regarding the audit committee of then@any’s Board of Directors, including informatioggarding Jeanne Partlow, the
audit committee financial expert serving on theibocommittee for fiscal 2007 is presented underttbadings “Meetings and Committees”,
“Audit Committee Matters” and under “Election ofrBctors” which contains Ms. Partlow’s biographyttie Company’s definitive Proxy
Statement for the 2007 Annual Meeting of Stockhidde be held on February 12, 2008, which was fikéti the SEC on January 3, 2008, an
incorporated herein by reference.
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Code of Ethics

We have adopted a written code of ethics withinnteaning of Item 406 of SEC Regulation S-K thatli@spo our principal executive
officer and senior financial officers, a copy ofiathis available free of charge by contacting LBsader, our Investor Relations Officer, at
800.792.6815 or from our internet website (www.rnatd.com).

Iltem 11. Executive Compensation

Information concerning executive compensation é@iporated herein by reference from the Compangfmitive Proxy Statement for
the Annual Meeting of Shareholders to be held ibr&ary 2008, filed on January 3, 2008.

Iltem 12. Security Ownership of Certain Beneficial Owners andManagement andRelated Stockholder Matters

(a) Security Ownership of Certain Benafi©Owners

The information required by this item under thetieas captioned “Voting Rights; Vote Required”, “Nug of Proxies; Revocability of
Proxies: Proxy Solicitation Costs” and Stock Owhg%on pages 2 through 5 of the Proxy Stateméed fivith the SEC on January 3, 2008 is
incorporated herein by reference.

(b) Security Ownership of Management

The information required by this item under thetiseccaptioned “Stock Ownership” on pages 4 thro&gif the Proxy Statement filed
with the SEC on January 3, 2008 is incorporateéihdyy reference.

(c) Changes in Control

Management of the Company knows of no arrangemieradsiding any pledge by any persons of securifahe Company, the
operation of which may, at a subsequent date, trasalchange in control of the Registrant.

(d) Equity Compensation Plan Information

The Company maintains the 2002 Omnibus Incentia@ Rir purposes of issuing stock based compensttiemployees and director
An amendment to this plan, authorizing an additiai®®,000 shares to be issued under this plan agpsoved by the Board of Directors on
November 30, 2007, and will be submitted for shalédr approval at the annual meeting of sharehslderFebruary 12, 2008. The Compi
also has unexercised options outstanding undez\aqus stock option plan. The following table paes information about the Company’s
common stock that may be issued under the Compamytsbus incentive plans.

Number of securities
remaining available for

Number of securities to Weighted-average future issuance under
be issued upon exercise exercise price of equity compensation plan
of outstanding options, outstanding options, (excluding securities
Plan Category warrants and rights warrants and rights reflected in (a))
Equity compensation plans approved
shareholder 424.26¢ $ 25.81 42,23
Equity Compensation plans not
approved by shareholde o $ 0.0c 750,00(
ltem 13. Certain Relationships and Related Transactions an®irector Independence

Information concerning certain relationships amhsactions is incorporated herein by reference tt@rCompany’s definitive Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in February 2008, filed on January 3, 2008
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ltem 14. Principal Accountant Fees and Services

Information concerning the fees for professionavises rendered by the Company’s principal accautritaincorporated herein by
reference from the discussion under the headindefpendent Public Accountants” in the Company’sriéfie Proxy Statement for the Annual
Meeting of Shareholders to be held in February 2€&#l on January 3, 2008.

Information concerning the pre-approval policied @nocedures of the Company’s Audit Committee ¢®iporated by reference from
the discussion under the heading “Independent @éacountants” of the Company’s definitive Proxateiment for the Annual Meeting of
Shareholders to be held in February 2008, filedamuary 3, 2008.
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PART IV

Iltem 15. Exhibits and Financial Statement Schedules

The following is a list of documents filed as parof this report:
(a) Financial Statements:

The following financial statements are incorporatgdeference under Part I, Item 8 of this FormKLO

1. Report of Independent Registered Public Accourfimm.

2. Consolidated Statements of Financial ConditionfeSeptember 30, 2007 and 2006.

3. Consolidated Statements of Operations for the YEatked September 30, 2007, 2006, and 2005.

4, Consolidated Statements of Comprehensive Incomssilfor the Years ended September 30, 2007
2006, and 2005.

5. Consolidated Statements of Changes in ShareholBqtsty for the Years Ended September 30,
2007, 2006, and 2005.

6. Consolidated Statements of Cash Flows for the YEaded September 30, 2007, 2006, and 2005.

7 Notes to Consolidated Financial Statements.

(b) Exhibits :

See Index of Exhibits .
(c) Financial Statement Schedules:

All financial statement schedules have been ométethe information is not required under the eslat
instructions or is inapplicable.
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SIGNATURES
Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Registhas duly caused this Report to
be signed on its behalf by the undersigned, théoeduly authorized.
META FINANCIAL GROUP, INC.
Date: January 10, 2008 By: /sl J. Tyler Haah

J. Tyler Haah
(Duly Authorized Representativ

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

By:/s/ J. Tyler Haah Date: January 10, 2008
J. Tyler Haahr, Preside
and Chief Executive Office
(Principal Executive Officer

By:/s/ James S. Haa Date: January 10, 2008
James S. Haahr, Chairman of the Bc

By:/s/ E. Wayne Coole Date: January 10, 2008
E. Wayne Cooley, Directc

By:/s/ E. Thurman Gaski Date: January 10, 2008
E. Thurman Gaskill, Directc

By:/s/ Brad Hansol Date: January 10, 2008
Bradley C. Hanson, Direct

By:/s/ Frederick V. Moort Date: January 10, 2008
Frederick V. Moore, Directc

By:/s/ Rodney G. Muilenbur Date: January 10, 2008
Rodney G. Muilenburg, Directt

By:/s/ Jeanne Partlo Date: January 10, 2008
Jeanne Partlow, Direct:

By:/s/ David W. Leedon Date: January 10, 2008
David W. Leedom, Senior Vic
President and Acting Chief Financial Offic
(Principal Financial and Accounting Office




INDEX TO EXHIBITS

Exhibit

Number Description

3(i) Registrant’s Articles of Incorporation as curreritiyeffect, filed on June 17, 1993 as an exhibih® Registrant’s registration
statement on Form-1 (Commission File No. -64654), are incorporated herein by referel

3(ii) Registrant’s Bylaws, as amended and restated, diselxhibit 3(ii) to Registrant’s Report on FormHKdor the fiscal year ended
September 30, 1998 (Commission File N-22140), is incorporated herein by referer

4 Registrant’s Specimen Stock Certificate, filed anel 17, 1993 as an exhibit to the Registrant’ssteggion statement on Form S-1
(Commission File No. :-64654), is incorporated herein by referer

10.1 Registrant’s 1995 Stock Option and Incentive Plgex] as Exhibit 10.1 to Registrant’s Report onadk0-KSB for the fiscal year
ended September 30, 1996 (Commission File I-22140), is incorporated herein by referer

10.2 Registrant’s 1993 Stock Option and Incentive Pl on June 17, 1993 as an exhibit to the Regyists registration statement on
Form &1 (Commission File No. -64654), is incorporated herein by referer

10.3 Registrant’s Recognition and Retention Plan, fdaedJune 17, 1993 as an exhibit to the Registraagjstration statement on
Form &1 (Commission File No. -64654), is incorporated herein by referer

10.4 Employment agreement between MetaBank and J. Hdahr, filed as an exhibit to Registrant’s Reporf@rm 10-K for the fiscal
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Exhibit 10.13

AGREEMENT FOR
PURCHASE OF SELECTED ASSETS
AND ASSUMPTION OF CERTAIN LIABILITIES
OF THE LAURENS OFFICE OF METABANK

THIS AGREEMENT, dated as of January 31, 2007, ity laetween MetaBank, a financial institution chieadeunder the laws of the
United States, having its principal place of bussim Storm Lake, lowa (theSeller”), and lowa Trust & Savings Bank, a financial itsion
chartered under the laws of the State of lowa,guihs having its principal place of business in Eaetsburg, lowa (the Buyer ).

WITNESSETH:

WHEREAS, Seller wishes to divest, upon the ternts @mnditions set forth herein, certain assets &nhin liabilities of its office (the
Office ") located at Laurens, lowa; and

WHEREAS, Buyer wishes to buy such assets and assuafeliabilities upon the terms and conditionsfggh herein.

NOW, THEREFORE, in consideration of the premiseas tlie mutual agreements hereinafter set fortheSatid Buyer agree as
follows:

ARTICLE |
TRANSFER OF ASSETS AND LIABILITIES
Section 1.1. Transfer of Assets
(a) As of the Effective Date (as defined in Sectiont2low) and upon the terms and conditions set foettein, Seller will sell,

assign, transfer, convey and deliver to Buyer, Bager will purchase from Seller, all of the follavg assets associated with the Office and
identified in this Agreement and the Exhibits heretnd not otherwise excluded from sale pursuatitegrovisions of Subsection 1.1(b) below
(herein the “Assets”):

() All real estate as set forth on Exhibit 1.1(a)@d any improvements and fixtures thereon;

(2) All furniture, equipment and other miscellaneousspeal property;

3) Loans (as defined below) transferred pursuant ttiGel.4;

(4) All customer lists, customer histories and marlgtiformation pertaining to the Office;

(5) All property records, warranty information, manuafgl other information such as maintenance records;
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(6) All loan files, loan records and other credit infation concerning the customers of the Office wHoaas are
acquired by Buyer and all records and files regaydine Assumed Liabilities (as defined belqwend,

©) Cash on hand.

(b) Excluded from the assets, properties and rightsgogansferred, conveyed and assigned to BuyerrthideAgreement are tt
assets listed on Exhibit 1.1(b) hereto. Theseusberl assets include Seller’s corporate logos, tnades, trade names, signs, paper stock, forms
and other supplies containing any such logos, imadks or trade name (theEkcluded Assets’). Seller shall coordinate with the Buyer the
removal of the Excluded Assets from the Office ompidor to the Effective Date. Seller shall remdkie Excluded Assets at its own cost and
shall make any repairs necessitated by Seller'igesge in removing the Excluded Assets.

Section 1.2. Purchase Price

(a) As consideration for the purchase of the Assetsaasdmption of the Assumed Liabilities, as defime8ection 1.2(b) hereof,
Buyer shall pay to Seller a purchase price equtieaassum of the following:

) $1,000,000.00 for assets listed in Section 1.1(2415 and 6);
(2) The Par Value (Principal and Accrued Interest teéifve Date), of the Loans to be purchased afostttin
Section 1.4 heregfand,
3) Cash on hand at par.
(b) In addition to the payment of the purchase pricgenrSection 1.2(a) above, Buyer shall assume, tedtffective Date, and

the Deposit Liabilities (collectively theAssumed Liabilities”); provided, that any cash items paid by Sellett ant cleared prior to the
Effective Date shall be the responsibility of Sellkubject to the terms of Section 1.3 below.

(c) Except for the Assumed Liabilities, Buyer is nos@®ing any liabilities or obligations of any kindmature. Liabilities and
obligations not assumed include, but are not lichite the following:

) Seller’s cashier checks, letters of credit, monelers, interest checks and expense checks issiwd@the Closing,
consignments of U.S. Government “E” and “EE” boads any and all traveler’'s checks; or

2) Deposit accounts associated with qualified retinginpéans (other than IRA accounts and burial trudtch Buyer
will assume) where Seller is the trustee of suelm pir the sponsor of a prototype plan used by plarh or

3) Liabilities and/or obligations arising out of otated to the employment of any Employee by Setier;
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4) General tort liabilities; or

(5) Liabilities and/or obligations and/or losses argsgut of events occurring or circumstances existingr prior to the
Effective Date, whether or not such events or cirtstances would be a covered risk or loss undeo&Bgller’s errors and omissions insurance
policies, directors’ and officers’ policies, workecompensation and employer’s liability policiasitomobile policies, general liability or
casualty insurance policies, commercial generhllitg insurance policies, umbrella and excessilighinsurance policies, banker’s blanket bond
(s) and/or other fidelity bonds.

(d) Seller shall prepare a balance sheet (tRee*Closing Balance Sheetwhich is also the Closing Statement referrednto i
Section 2.2(b)(13) below) in accordance with gelheeccepted accounting principles as of a datesaolier than three (3) business days prior to
the Effective Date (the Pre-Closing Balance Sheet Dat® reflecting the assets to be sold and assigneelineler (as set forth in Section 1.2
(a) hereof) and the liabilities to be transferred assumed hereunder. Seller agrees to pay tarBtijlee Closing (as defined in Section 2.1
hereof), in immediately available funds in the amtodue, as reflected by the Pre-Closing BalanceSh&mounts paid at Closing for the Loans
purchased and the amount of assumed liabilitiek séaubject to subsequent adjustment on the Closting Balance Sheet (as defined in
Section 2.3 hereof and which is also the Final @BlpStatement).

Section 1.3. Liabilities .

(a) “Deposit Liabilities” shall mean all of Seller’s tles, obligations, liabilities (including accruattérest) relating to the deposit
accounts, including, without limitation, all demaridhe, savings and individual retirement accouluisated at the Office as of the Effective
Date, as listed as deposits in Exhibit 1.3(a), whith exception of those specifically not assume&tyer pursuant to Section 1.2(c).

(b) Buyer agrees to pay in accordance with law ancoousty banking practices all properly drawn and @nésd checks, drafts
and withdrawal orders presented to Buyer by mairahe counter or through the check clearing sysiéthe banking industry, by depositors of
the accounts assumed, whether drawn on the cheitkslrawal or draft forms provided by Seller or Byyer, and in all other respects to
discharge, in the usual course of the banking legsinthe duties and obligation of Seller with respethe balances due and owing to the
depositors whose accounts are assumed by Buyer.

(c) If, after the Effective Date, any depositor, insted accepting the obligation of Buyer to pay thepDsit Liabilities assumed,
shall demand payment from Seller for all or anyt paAany such assumed Deposit Liabilities, Sellellsnot be liable or responsible for making
such payment. Seller and Buyer shall make arraegesrio provide for the daily settlement with imnagely available funds by Buyer of
checks, drafts, withdrawal orders, returns andratbens presented to and paid by Seller withinys(80) days after the Effective Date and dr¢
on or chargeable to accounts that have been assoyrigdyer.

(d) Buyer may (i) assign new account numbers to degrssitf assumed accounts, if
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needed, in the sole discretion of Buyer, (ii) nosfich depositors, on or before the Effective Diate, form and on a date mutually acceptable to
Seller and Buyer, of Buyer’s assumption of Depbgibilities, and (iii) furnish such depositors withecks on the forms of Buyer and with
instructions to utilize Buyer’s checks and destoyised check, draft and withdrawal order formsadfe®. In addition, Seller will notify its
affected customers by letter of the pending assanrof Seller's deposit accounts to Buyer, whictiagoshall be at Seller’s cost and expense
and shall be in a form mutually agreeable to Selfet Buyer.

(e) Buyer shall pay promptly to Seller an amount eqlegnto the amount of any checks, drafts or withddaorders credited to i
assumed account as of the Effective Date thatedened to Seller after the Effective Date.

) On or after the Effective Date, Buyer will assunne @ischarge Seller’s duties and obligations irbegance with the terms
and conditions and laws, rules and regulation adpaty to the certificates, accounts and other Diehaebilities assumed under this Agreement.

(9) On or after the Effective Date, Buyer will maintaind safeguard in accordance with applicable lasdvsaund banking
practices all account documents, deposit contraiggeature cards, deposit slips, canceled items#ret records related to the Deposit Liabili
assumed under this Agreement, subject to Sellighs of access to such records as provided inAgieement.

(h) Seller will render a final statement to each dejposif a demand or savings account assumed undefAdgineement as to
transactions occurring through the Effective Daté will comply with all laws, rules and regulatioregarding tax reporting of transactions of
such accounts through the Effective Date. Seliémwt impose periodic fees or blanket chargesannection with such final statements.

0] On or prior to the Effective Date, Buyer, at itperse, will use its best efforts to notify all Aotated Clearing House &CH
") originators of the transfers and assumptionsernaatsuant to the Agreement, and Seller shall $trthie required information. For a period of
ninety (90) days beginning on the Effective Datel)e$ will honor all ACH items related to accouatsumed under this Agreement which are
mistakenly routed or presented to Seller. Duriachsninety (90) days period, Buyer shall remit byewiransfer on a daily basis the net amount
of ACH items honored by Seller pursuant to thiséament. Except as otherwise set forth in this Agrent, Seller will make no additional
charges to Buyer for honoring such items. Itemstakienly routed or presented after the ninety @@@)period will be returned to the presenting

party.

Section 1.4. Loans Transferred

(a) Seller will transfer to Buyer on the Effective Daseibject to the terms and conditions of this agesd, all of Seller’s right,
title and interest (including collateral relatifteteto) in loans maintained, serviced and listeBdher’s general ledger as loans of the Office
(severally referred to asloan ” and collectively the ‘Loans”). Notwithstanding the foregoing,
for purposes of this Agreement, the Loans shallisie only those Loans specifically identified
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by Buyer as Loans it will purchase. In this regdtrés understood Buyer shall have the right tochase oexclude any Loan or Loans previou
identified as coded to the Seller’s Laurens officEhe purchased loans shall be listed on Exhibita},4hall be prepared by Buyer and furnished
to Seller and affixed to this Agreement as a pareaf within thirty (30) days following Seller’s likgery to Buyer of complete loan information.

(b) Buyer will become the beneficiary of credit lifesirance and property casualty insurance writtedi@tt consumer
installment loans. Contemporaneously with the i@psSeller shall notify the appropriate insuranoenpanies of the transfer of Loans from
Seller to Buyer and that Buyer shall become thesfieiary of any insurance policies relating to trensferred Loans and, as such, be entitled to
all rights and privileges under such policies fallog the Effective Date, including, without limitah, any refunds paid after the Effective Date
on such policies.

(c) In connection with the transfer of any Loans reigqgimotice to the borrower, Seller agrees to comyth all notice and
reporting requirements of the loan documents orlawyor regulation.

(d) All Loans transferred to Buyer shall be valuedh&iiit Par Value, such value to include interestulgh the Effective Date.

(e) On or after the Effective Date, Buyer will be respible for maintaining and safeguarding all lodesfi documents and recol
related to the Loans in accordance with applicidMeand sound banking practices.

) If the balance due on any Loan purchased pursoahtg Section 1.4 has been reduced by Selleresudt of a payment by
check received before the Effective Date, whichiie returned on or after the Effective Date, thget value represented by the Loan transferrec
shall be correspondingly increased and an amourdsh equal to such increase shall be paid by Boy8eller promptly upon demand.

(9) Seller shall remit loan payments it receives aftesing on loans purchased by the Buyer.
(h) The standard “dragnet” provisions of security doeunits which secure or are contained in other pramnissotes made or held

by Seller not constituting the Loans being acquirgd@uyer shall not have priority over Buyer’s seguinterest in collateral for a Loan
transferred to Buyer hereunder.

Section 1.5. Employee Matters
(a) Buyer may, but shall have no obligation to hire amyployees of the Office.
(b) Seller makes no representations or warranties afloether any of the Employees will remain emplogiethe Office after the

Effective Date. Seller will use its best effortsmhaintain the Employees as employees of SelldgreaDffice until the Effective Date.
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Any Employee whose employment shall be terminatedfy reason prior to the Effective Date or whallshot be selected by Buyer to become
an employee of Buyer shall be dealt with by Setidts sole and absolute discretion. Seller shaltesponsible for paying all federal, state and
local income tax withholding, social security taxee®l any other payroll taxes applicable to the egrpent of Employees by Seller prior to the
Effective Date. Seller agrees that, for a peribthity-six (36) months after the Effective Datewill not solicit for employment (i) any
Employee who becomesnployed by Buyer or (ii) any person known to Setitehave been employed by Buyer and whose employmeBuye
has been terminated, either by the Employee oruyeB without Buyer’s prior written permission.

(1) Atclosing, Seller shall compensate Buyertfe accrued Paid Time Off (vacation and floatigjdays) for Employees
retained by Buyer. Accrued Sick Time is not a périccrued Paid Time Off.

(aa) Forthose employees not retained by BiBaier shall remain responsible for the
administration of the employees’ accrued Paid Tidfile

(c) No Employee of the Office is a third party benefigi of this Agreement and each Employee hired byeBshall be an
employee at will.

(d) Seller shall have the right, but not the obligatimnretain any Employees not hired by Buyer. Amployees retained by
Seller shall be subject to the restrictions at i8ad.4.
Section 1.6. Records and Data Processing

(a) On and after the Effective Date, Buyer shall becoesponsible for maintaining the files, documemid gecords referred to in

this Agreement. Buyer will preserve and safekéept as required by applicable law and sound bankiagtices for the joint benefit of Seller
and Buyer. After the Effective Date, Buyer willrpgt Seller and its representatives, for reasonedlese, at reasonable times and upon
reasonable notice and at Seller’'s expense, to exgnmspect, copy and reproduce any such filesymeats or records as Seller deems
reasonably necessary.

(b) On or after the Effective Date, Seller will permBitlyer and its representatives, for reasonable catiseasonable times and
upon reasonable notice and at Buyer's expenseaimiae, inspect, copy and reproduce files, docusentecord retained by Seller regarding
the assets and liabilities transferred under this@ment as Buyer deems reasonably necessary.

Section 1.7. Security.

On and after the Effective Date, Buyer shall belgalesponsible for the security of and insurantelbpersons and property located in
or about the Office.




Section 1.8. Taxes and Fees Proration of Certain Expenses: @it Form 8594

(a) Buyer shall be responsible for the payment ofesisfand taxes related to this transaction; exbepBuyer shall not be
responsible for, or have any liability with respemtsales, transfer, income or similar taxes agisiut of this transaction, if any, and Seller agre
that it shall pay, or represents that it has paid, timely manner any and all such taxes. Bukhatl s 1ot be responsible for any income tax
liability of Seller arising from the business orevations of the Office on or before the Effectivat® and Seller shall not be responsible for any
tax liabilities of Buyer arising from the businemsoperations of the Office on or after the EffeetDate. Utility payments, telephone charges,
real property taxes, personal property taxes, satéries, deposit insurance premiums, other orgioperating expenses of the Office and other
expenses related to the liabilities assumed otsapsechased hereunder, including, without limitatiattorney’s fees, costs and expenses
incurred in connection with Litigation (as definedSection 4.10 below), shall be prorated betwéenparties as of the Effective Date. To the
extent any such item has been prepaid by Sellea fmriod extending beyond the Effective Date,dlstrall be a proportionate monetary
adjustment in favor of Seller, but only to the exteuch prepayment benefits Buyer.

(b) Seller and Buyer shall allocate the total consitiengpaid pursuant to this Agreement, including dieposit base intangible
asset and other identifiable intangible assetsissd|by Buyer pursuant to this Agreement, in acaao# with Section 1060 of the Internal
Revenue Code of 1986, as amended. Accordinglyjrmvine hundred twenty (120) days after the CladBwyer shall provide Seller copies of
the Form 8594 and any required exhibits therete (thsset Acquisition Statement) setting forth the allocation of the total considtion.

Within twenty (20) days after receipt of the AsAefuisition Statement (or any proposed revisiomegbérequired to report any updated
information), Seller shall propose any changesugeB or shall indicate its concurrence with theetgscquisition Statement which concurrence
shall not be unreasonably withheld. Seller andeBshall endeavor in good faith to resolve anyedédhces within twenty (20) days after Buger’
receipt of Seller’s notice of any proposed changHse parties agree to file the Asset Acquisitisat&nent with their respective federal tax
returns in accordance with the instructions to F8684.

Section 1.9. Real Property

(a) Seller shall deliver to Buyer as soon as reasonadibgible after the execution of this Agreementipaiated abstract of title as
to the Real Property.

(b) Buyer shall notify Seller in writing within fortyife (45) days after Buyer’s receipt of the updaibdtract of any mortgages,
pledges, material liens, encumbrances, restricti@servations, tenancies, encroachments, oveslapther title exceptions or zoning or similar
land use violations relating to the Real Propestwhich Buyer reasonably objects (th@itle Defects”). Buyer agrees that Title Defects shall
not include real property taxes not yet due andpkeyand easements and rights of way which do at¢nally interfere with the use of the Real
Property as an Office. Seller shall make a godtt &ffort to correct any such Title Defect to Bugareasonable satisfaction at least thirty (30)
days prior to the Closing; provided, however, thaller shall not be obligated to bring any lawsuithake any payment of money (except to pay
liens that Seller does not dispute in good faithgure a Title Defect. If
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Seller is unable to cure any such Title Defect ty®’s reasonable satisfaction, Buyer shall haeeoftition either to (i) terminate this Agreement
in accordance with Article X of this Agreement,(d)y receive title in its then existing condition.

(c) Buyer shall have the right to update the title eratat Closing for any change which may have amstm the date of Buyer's
original title search. If such update indicateg aaw Title Defects, Seller may elect to delay @lesing for up to thirty (30) days while it makes
a good faith effort to cure any such Title DefecBuyer’s reasonable satisfaction; provided théieBshall not be obligated to bring any lawsuit
or make any payment of money (except to pay lieas $eller does not dispute in good faith) to @ufiétle Defect. If Seller is unable to cure
such Title Defect within the thirty (30) day peridduyer shall have the option either (i) terminthiis Agreement in accordance with the
provisions of Article X of this Agreement, or (iig¢ceive title in its then existing condition.

ARTICLE Il
CLOSING AND EFFECTIVE DATE

Section 2.1. Dates.

The purchase of assets and assumption of liaBilgievided for in this Agreement shall occur atasing (the “Closing”) on April 13,
2007 at a time and place mutually agreed upon éy#rties (the Closing Date”) so long as this date follows the receipt ofretjuisite
regulatory approvals and the expiration of all ingjtperiods imposed by law or by rule, regulatioroler of any regulatory authority (*
Regulatory Prerequisites”). If Regulatory Prerequisites do not allow thiw€ing Date to be April 13, 2007, then the Clodidege shall be on a
day mutually agreeable to the parties, but in renélater than June 30, 2007. The parties mayeagnean earlier Closing Date if permitted by
the satisfaction of the Regulatory Prerequisitélse effective date of this Agreement (thEffective Date”) shall be 6:00 p.m. local time on the
business day on which the Closing occurs.

Section 2.2. Closing.

(a) All actions taken and documents delivered at thesi@h shall be deemed to have been taken and exksimultaneously, and
no action shall be deemed taken nor any documdintded until all have been taken and delivered.

(b) At the Closing, subject to all the terms and cdondg of this Agreement, Seller shall deliver to Buyor, in the case of
subsections (b)(5), (6) and (8), make reasonalaylable to Buyer at the Office:

(1) A Corporate Warranty Deed transferring title to Beal Property, fixtures and improvements to Buyer;

2) A limited warranty Bill of Sale, in substantialliig form attached hereto as Exhibit 2.2(b)(2) (till“of Sale ),
transferring to Buyer all of Seller’s interest retLoans selected by Buyer and other personal gyopemprising the Assets;
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3) An Assignment and Assumption Agreement, in subitiynthe form attached hereto as Exhibit 2.2(b){Bg “
Assignment and Assumption Agreement), assigning Seller’s interest in the Deposit Liidies;

4) Consents from third persons that are requiredyyf o effect the assignments set forth in the dmsient and
Assumption Agreement;

(5) Seller’s files and records relating to and evidegthe Loans;

(6) Seller’s records related to the Deposit Liabiligssumed by the Buyer, including any stop paymeddre and ACH
records;

(7 Immediately available funds in the net amount shawmwing to Buyer by Seller on the Closing Statetme

(8) Such other assets to be purchased as shall beleapaihysical delivery;

9) A certificate of a proper officer of Seller, datibe Effective Date, certifying to fulfillment ofladonditions which are

the obligation of Seller and that all of the regrstions and warranties of Seller set forth is Hareement remain true and correct in all mat
respects on the Effective Date;

(10) Certified copies of (A) Federal stock charter arytbi/s of Seller and (B) a resolution of the Boafdaectors of
Seller, or its Executive Committee, approving take ©f the Office contemplated hereby;

(12) Such certificates and other documents as Buyeitamdunsel may reasonably require to evidencegbeipt by
Seller of all necessary corporate and regulatotiyaizations and approvals for the consummatiotheftransactions provided for in this
Agreement;

(12) Such other documents, instruments and agreemecgssery to transfer and assign to Buyer all Loactyding,
without limitation, all promissory notes duly ended and assignments of mortgages, security agregnfieancing statements, guarantees and
other collateral documents in form and contentgrably satisfactory to Buyer; and

(13) A Closing Statement (which shall be the Pre-Clo8adance Sheet), substantially in the form attadie@to as
Exhibit 2.2(b)(13) (the Closing Statement’).

(c) At the Closing, subject to all the terms and cdodg of this Agreement, Buyer shall deliver to 8ell
(1) The Assignment and Assumption Agreement;
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(2) A certificate and receipt acknowledging the deljvend receipt of possession of the property andrdscreferred to
in this Agreement;

3) A certificate of a proper officer of the Buyer, ddtthe Effective Date, certifying to the fulfillmieof all conditions
which are the obligations of Buyer and that altref representations and warranties of Buyer s#t forthis Agreement remain true and correct
in all material respects in the Effective Date;

(4) Certified copies of (A) the Articles of Incorporai and Bylaws of Buyer and (B) a resolution of Buard of
Directors of Buyer, or its Executive Committee, epying the purchase of the Office contemplated ingre

(5) Such certificates and other documents as Selleitamdunsel may reasonably require to evidencedbeipt by
Buyer of all necessary corporate and regulatorii@izations and approvals for the consummatiomefttansactions provided for in this
Agreement; and,
(6) The Closing Statement.
(d) Seller shall prepare at its expense and delivButger records in Seller’s field format as of thddeéfive Date, which records
shall contain the information related to the itesescribed in subsections (b)(5) a&bd(6) above. Such records shall be deliverediytiiB0) day:
prior to Closing, or at such other date as agredsytthe parties.

(e) All agreements and certificates described in tlesti®n 2.2 shall be in form and substance reaserstisfactory to the
parties’ respective legal counsel.

Section 2.3. PostClosing Adjustments

(a) Not later than fifteen (15) business days afteriffective Date (the Post-Closing Balance Sheet Delivery Datg, Seller
shall deliver to Buyer a balance sheet dated #iseoEffective Date reflecting the assets sold asigaed hereunder as set forth in Section 1.2(a)
and the liabilities transferred and assumed hemupictpared in accordance with generally acceptedumting principles (the Post-Closing
Balance Sheet or “Final Closing Statement”) substantially inetform attached hereto as Exhibit 2.3(a). Adddibn Seller shall deliver to
Buyer a list of the Loans purchased, individuatlgntified by account number, which list shall beepded to the Bill of Sale. Seller shall afford
Buyer and its accountants and attorneys the oppitytto review all work papers and documents use&éller in preparing the Post-Closing
Balance Sheet. Within fifteen (15) business dajleWing the Post-Closing Balance Sheet Deliveryedghe “Adjustment Payment Date”),
Seller or Buyer, as the case may be, shall effecbffer of any funds as may be necessary to tefleanges in the Par Value of the Loans
Purchased or the Assumed Liabilities between tlosi@y Balance Sheet and the Post-Closing Balaneet$tgether with interest thereon
computed from the Effective Date to the Adjustmeayment Date at the applicable Interest Rate (esradter defined).
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(b) In the event that a dispute arises as to the apptemounts to be paid to either party on theusilpent Payment Date, each
party shall pay to the other on such AdjustmentnfRayt Date all amounts other than those as to which a disgxisds. Any disputed amounts
retained by a party which are later found to be tdute other party shall be paid to such partynpily upon resolution with interest thereon
from the Adjustment Payment Date to the date peitlearate of two and one-half percent (2.5%) peran (the “Interest Rate”).

ARTICLE 1l
INDEMNIFICATION

Section 3.1. Seller's Indemnification of Buyer

Seller shall indemnify, hold harmless and defengieBdrom and against any and all claims, lossasijllties, demands and obligation,
including reasonable attorney’s fees and expemskeding to or arising from (i) (subject to the pigions of Section 9.1 below regarding Seller’'s
failure to close) a breach by Seller of any covénamomise, agreement, representation or warraotyained herein; or (ii) real estate taxes,
intangibles and franchise taxes, sales and use,tageial security and unemployment taxes, all actsopayable and operating expenses
(including salaries, rents and utility charges)imed prior to the Effective Date and which aremkd or demanded on or after the Effective [
but not reflected on the Closing Statement. Ssliademnification shall be limited to the amoustestablished at Subsection 1.2(a).

Section 3.2. Buyer's Indemnification of Seller

Buyer shall indemnify, hold harmless and defendeB&lom and against any and all claims, lossesilities, demands and obligation,
including reasonable attorney’s fees and expemskding to or arising from (i) (subject to the pigions of Section 9.1 below regarding Buyer’s
failure to close) a breach by Buyer of any covenprimise, agreement, representation or warrantyageed herein or (ii) real estate taxes,
intangibles and franchise taxes, sales and use,tageial security and unemployment taxes, all aetsopayable and operating expenses
(including salaries, rents and utility chargesimed on or after the Effective Date and which imedBuyer’s operation of the Office or Buyer’s
ownership of the Assets; or (iii) Buyer’s failueepay and discharge the Assumed Liabilities purstathis Agreement. Buyer’s
indemnification shall be limited to the amount atabélished as Subsection 1.2(a).

Section 3.3. Claims for Indemnity.

(a) A claim for indemnity under Sections 3.1 or 3.2t Agreement may be made by the claiming pargngttime prior to
twelve (12) months after the Effective Date by dineng of a written notice thereof to the othertyarSuch written notice shall set forth in
reasonable detail the basis upon which claim fdeinnity is made. In the event that any such claimade within the prescribed twelve (12)
month period, the indemnity relating to such claimall survive until such claim is resolved. Claintd made within such twelve (12) month
period shall cease and no indemnity shall be miagletor.
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(b) In the event that any person or entity not a pertyis Agreement shall make any demand or claifil@pr threaten to file
any lawsuit, which demand, claim or lawsuit mayte any liability, damage or loss to one pargrdto of the kind for which such party is
entitled to indemnification pursuant to Section 8tB.2 hereof, then, after written notice is poad by the indemnified party to the indemnify
party of such demand, claim or lawsuit, the inddying party shall have the option, at its cost argense, to retain counsel for the indemnified
party to defend any such demand, claim or lawduithe event that the indemnifying party shall fairespond within five (5) days after receipt
of such notice of any such demand, claim or laws$lbén the indemnified party shall retain counsel eonduct the defense of such demand,
claim or lawsuit as it may in its discretion deeroger, at the cost and expense of the indemnifgarty. In effecting the settlement of any such
demand, claim or lawsuit, an indemnified party khaet in good faith, shall consult with the indeffiyimg party and shall enter into only such
settlement as the indemnifying party shall apprgke indemnifying partys approval will be implied if it does not responidhin ten (10) days «
its receipt of the notice of such settlement offer)

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SELLER

Seller hereby represents and warrants to Buyeslsvs, which representations and warranties shallive the Effective Date for a
period of twelve (12) months:

Section 4.1. Corporate Organization

Seller is a banking association organized, vakdisting and in good standing under the laws ofuh#ed States and the State of oy
Seller has the corporate power and authority to ibsvproperty, to carry on its business as curyetthducted and to effect the transactions
contemplated herein.

Section 4.2. No Violation.

The Office has been operated by Seller in all nitezspects in accordance with applicable lawigsrand regulations. Neither the
execution and delivery of this agreement, nor tthresammation of the transactions contemplated herglhviolate or conflict with (i) Seller’s
Articles of Association or Bylaws, (ii) any matdr@ovision of any material agreement or any otheterial restriction of any kind to which
Seller is a party or by which Seller is bound) @ny material statute, law, decree, regulatioarder of any governmental authority, or (iv) any
material provision which will result in a defaulider, or which causes the acceleration of the ritwtofi, any material obligations or loan to
which the Seller is a party.

Section 4.3. Corporate Authority

The execution and delivery of this Agreement, dredldonsummation of the transactions contemplatezihéhave been duly authorized
by the Sellers Board of Directors (or the Executive Committeeréof). No further corporate authorization is reseey for Seller to consummi
the transactions contemplated hereunder.
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Section 4.4. Enforceable Agreement

This Agreement has been duly authorized, executddialivered by Seller and is the legal, valid himtling agreement of Seller,
enforceable in accordance with its terms, subethé receipt of all necessary regulatory approaats except as enforcement may be limited by
bankruptcy, insolvency or other laws of generalligppility relating to creditor’s rights, or genéequitable principles.

Section 4.5. No Brokers.

All negotiations relative to this Agreement and ttansactions contemplated hereby have been camidy Seller and Buyer, and there
has been no participation or intervention by ameppersons, firm or corporation employed or enddgeor on behalf of Seller in such a
manner as to give rise to any valid claim agairstes or Buyer for a brokerage commission, findeesor like commission.

Section 4.6. Real Property
Seller makes the following representations regartie Real Property:

(a) Seller has and can convey to Buyer good title @oRkal Property, furniture, fixtures and equipméeg and clear of all liens,
security interest and encumbrances of any natuegsebver.

(b) Seller has no knowledge of any condemnation prangegending against the Real Property.

(c) Seller has not entered into any agreement regate&eal Property, and neither Seller nor the Regperty is subject to any
claim, demand, suit, unfiled lien, charge, encumbesor conditional sale or other title retentiomeggnent except for real property taxes not yet
due and payable, and easements and rights of widb not materially interfere with the use of tkeal Property as an Office.

Section 4.7. Condition of Property

The Real Property to be purchased by Buyer hereuisdeld AS IS, WHERE IS, with no warranties opnesentations whatsoever,
except (i) as to title; and (ii) as may be expresspresented or warranted in this Agreement.

Section 4.8. Certain Loan Representations

Seller represents and warrants to Buyer as of tleetive Date with respect to each of the Loanfodsws: (i) all Loans and all related
documentation, including but not limited to pronoigsnotes, loan agreements, and security intereat® been made and executed in the
ordinary course of business, contain genuine sigaatof the named parties thereto, were given
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for valid consideration and are all in full forcedaeffect, and are enforceable in accordance WwithAgreement; (ii) each Loan has been
originated, closed and supervised in substant@r@ance with all applicable laws and regulati¢ig;each security interest (including without
limitation, each deed, mortgage, assignment, pleshgesecurity agreement) taken or granted in cdrmmewith any such Loan creates a valid
and enforceable security interest in the propeescdbed therein which has been duly perfectedhasdhe priority reflected in the loan file
relating to such Loan subject as to enforceahititthe subsequent application of bankruptcy, equitsimilar laws; and (iv) Seller is not aware
any claim or dispute regarding such Loan or anyudwent securing such Loan.

Section 4.9. Deposit Liabilities.

From the date of this Agreement to and includirgEffective Date, the Office has no liability toypdeposits other than those as shown
on the books of Seller with respect to the Office.

Section 4.10. Litigation .

There is (i) no litigation, action, claim, proceeglj or governmental or regulatory investigationllgmdively “Litigation”) pending or, to
the knowledge of the Board of Directors and/or ng@maent of Seller, threatened against Seller; ptdithe knowledge of the Board of
Directors, any undisclosed liabilities relatingthe assets and liabilities of the Office; which nii@ye a material effect upon the deposits or @
of the Office or the transactions contemplatedHiy Agreement or upon Seller’s ability to perfotsidbligations hereunder.

Section 4.11. Mechani¢s Liens.

There are no unpaid charges, debts, liabilitiesmd, or obligations arising from the constructiownership, or operation of the Office
which could give rise to any mechanic’s or matenmigth’s or other statutory or equitable liens againstéat estate occupied by the Office, or
part thereof, for which Buyer would be responsible.

Section 4.12. Accuracy of Representations and Warranties

No representation or warranty by Seller in this é@gmnent nor in any certificate or other instrumemhished or to be furnished to Buyer
pursuant hereto contains or will contain any unsiaement of a material fact or omits or will otaitstate a material fact necessary in order to
make the statements contained therein not mislgadin

Section 4.13. Conduct of Business

The thrift business of Seller, as conducted aQffece, has been conducted in substantial comp#iamith all material laws, regulations,
judicial writs, orders, and decrees applicableutchsbusiness, including, but not limited to, lavish® United States and the State of lowa
rules and regulations of the Office of Thrift Swdsion and the Federal Deposit Insurance
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Corporation, where any violation of such laws, suler regulations would have a material adverseahpn such business.
Section 4.14. Zoning.

The premises occupied by the Office to be purchagdsluyer and the occupancy or operation therenbtsn violation of any law or
any building, zoning, or other ordinance, codeegulation in such manner as to interfere withuitbe and occupancy thereof in the ordinary
course of business of Buyer.

Section 4.15. Environmental Compliance

To the best of Seller's knowledgéhe Office and the operations thereof are in sultistecompliance with all Environmental Laws, and
such properties are not affected or threatenedppycandemnation or eminent domain proceeding. fiBmmental Laws,” as used herein, shall
mean all federal, state, and local laws, includitajutes, regulations, ordinances, codes, rulespter governmental restrictions and
requirements relating to the environmental or hda@as substances, including, but not limited to,Tbgic Substance Act, the Clean Air Act, the
Clean Water Act, the Resources Conservation and\rReg Act of 1976, the Comprehensive EnvironmeR&éponse, Compensation, and
Liability Act of 1980, regulations of the Environmial Protection Agency, regulations of the NuclRegulatory Agency, and regulations of the
lowa State Department of Natural Resources or ISta#ée Environmental Protection Agency in effect rmvat any time prior to the Closing
Date. Seller has and will prior to the Closing ®é) comply with all applicable Environmental Laasthe Office; (ii) provide to Buyer,
immediately upon receipt, copies of any correspandgenotice, pleading, citation, indictment, contieorder, decree, or other document from
any source asserting or alleging a circumstan@®wodition which requires or may require a cleanremoval, remediation, or other response by
or on the part of Seller under Environmental Lawtha Office or which seek criminal or punitive jaéties from Seller for an alleged violation
environmental Laws at the Office; and (iii) advBeyer, in writing, as soon as Seller becomes awhasy condition or circumstance which
makes the foregoing representation incomplete axrduarate.

Section 4.16. Accounting Records

The financial accounting records regarding théfttbrisiness of Seller conducted at the Office ahéttvhave been or will be provided
to Buyer have been or will be prepared in accordamith generally accepted accounting principlesa@died to thrift institutions, and do or will
present fairly the financial position and result®perations of the thrift activities of the Office
Section 4.17. Access to Office

Until the Closing Date, Buyer shall have accessgasonable times mutually agreeable to SelleBanyr, to the premises and books
and records of the Office.
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Section 4.18. Information Reports

Seller shall file with the Internal Revenue Sern(d&S”), in a manner acceptable to the IRS, adjuieed informational reports,
including, without limitation, all Form 1099s, the extent interest was paid by Seller on DepositseaOffice which are transferred to Buyer
pursuant to this Agreement.

Section 4.19. Processing of Iltems

Seller shall promptly process, and provide to Bugtgporting documentation relating thereto, allobise drafts and withdrawal orders
presented to Seller through the clearing proceamagdepositor accounts assumed by Buyer.

Section 4.20. Limitation of Representations and Warranties

Except as may be expressly represented or warrantbis Agreement, Seller makes no representatdmgarranties whatsoever with
regard to any assets being transferred to Buyanwliability or obligation being assumed by Bugeras to any other matter or thing.

ARTICLE V
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer hereby represents and warrants to Selleslsvis, which representations and warranties shallive the Effective Date for a
period of twelve (12) months:

Section 5.1. Corporate Organization

Buyer is an lowa banking corporation, duly orgadizehartered and validly existing under the lawthef State of lowa. Buyer has the
corporate power and authority to own the propetigiag acquired, to assume the liabilities beiagdferred and to effect the transactions
contemplated herein.

Section 5.2. No Violation.

Neither the execution and delivery of this Agreetmanr the consummation of the transactions conltateg herein, will violate or
conflict with (i) the Articles of Incorporation @ylaws of the Buyer, (ii) any material provisionafy material agreement or any other material
restriction of any kind to which Buyer is a partylyy which Buyer is bound, (iii) any material stiulaw, decree, regulation or order of any
governmental authority, or (iv) any material praerswhich will result in a default under, or cauke acceleration of the maturity of, any
material obligation or loan to which Buyer is atgar

Section 5.3. Corporate Authority

The Execution and delivery of this agreement, &edcbnsummation of the transactions contemplateziméhave been duly authorized
by the Board of Directors (or Executive
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Committee) of Buyer. No further corporate authatian on the part of the Buyer is necessary to wmmsate the transactions contemplated
hereunder.

Section 5.4. Enforceable Agreement

This Agreement has been duly authorized, executddialivered by Buyer and is the legal, valid amtlimg agreement of Buyer
enforceable in accordance with its terms, subethé receipt of all necessary regulatory approaatsexcept as enforcement may be limited by
bankruptcy, insolvency or other laws of generalligppility relating to creditors’ rights, or by geral equitable principles.

Section 5.5. No Brokers.

All negotiations relative to this Agreement and ttansactions contemplated hereby have been camidy Buyer and Seller, and there
has been no participation or intervention by amepperson, firm or corporation employed or engamedr on behalf of Buyer in such a manner
as to give rise to any valid claim against BuyeEeller for a brokerage commission, finder’s fedil@ commission.

ARTICLE VI
OBLIGATIONS OF PARTIES PRIOR TO AND AFTER
EFFECTIVE DATE

Section 6.1. Full Access.

Seller shall afford to the officers and authorizedresentatives of Buyer, upon prior notice angesiitio Seller’s normal security
requirements, access to the properties, bookseaudtds pertaining to the Office in order that Buyety have full opportunity to make
reasonable investigations, at reasonable timeutitimterfering with the normal business and openatof the Office, of the affairs of Seller
relating to the Office. The officers of Seller Biarnish Buyer with such additional financial angerating data and other information as to the
business and properties of the Office, or wherermitse located, as Buyer may, from time to timasomably request and as shall be available,
including without limitation, information requirefdr inclusion in all governmental applications negary to effect this transaction. Nothing in
this Section 6.1 shall require Seller to breachaligation of confidentiality or to reveal any prietary information, trade secrets or marketing
or strategic plans. Records, including credit infation, relating to the Loans will be made avd#dbr review by Buyer after the execution of
this Agreement.

Section 6.2. Applications for Approval to Effect Purchase of Assand Assumption of Liabilities

Buyer shall prepare and file applications requitgdaw with the appropriate regulatory authoritiesapproval to purchase the Assets
and assume the Assumed Liabilities, and to effeetliother respects the transactions contemplageein. Buyer shall use its best efforts to file
such applications by February 19, 2007, and togs® such application(s) in a diligent manner
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Buyer shall provide Seller with copies of all agplions, materials, notices, orders, opinions, corresponel@ncl other documents with respect
to such regulatory filings, and shall use its tegfirts to obtain all necessary regulatory appreva@uyer shall promptly notify Seller upon
receipt by Buyer of notification that any applicatiprovided for hereunder has been denied. SsHlt provide such assistance and information
to Buyer and shall make such regulatory filingslaall be reasonably necessary on Seller’'s paBdiger to comply with the requirements of the
applicable regulatory authorities, including, bot himited to any required notices regarding thesiig of the Office.

Section 6.3. Conduct of Business: Maintenance of Properties
(a) From the date the Agreement is signed until thediife Date, Seller covenants that it will:
) Carry on the business of the Office substantiallthe same manner as on the date hereof, usastimable efforts to

preserve intact its current business organizatimhpaeserve its business relationships with depissitustomers and others having business
relationships with it and whose accounts will beireed at the Office; provided, however, that Selleed not, in its sole discretion, advertise or
promote new or substantially new customer seniitdise principal market of the Office.

(2) Cooperate with and assist Buyer in assuring therbrdransition of the business of the Office toyBufrom Seller;
3) Maintain the Real Property, furniture and equipmients current condition, ordinary wear and teacepted; and
(4) Create new deposit relationships only in a manoasistent with past practices and upon rates anusteonsistent

with rates and terms provided by competing findnaistitutions in the market areas served by thic@®f

(5) Seller retains all discretion as to the grantinglemial of credit in the making of any loans frame Office from and
after the date of Buyer’s last due diligence exatiom to and including the Effective Date and Bugleall not exercise any decision making
power or authority over Seller’s credit decisiopsyvided, however, that with regard to any loareaston and any new loan which exceeds the
sum of Fifty Thousand Dollars ($50,000.00) and wébard to any Loan renewal (of a Loan to be pwgetidy Buyer) involving any
capitalization of interest, prior to committingntake, renew or amend the terms of any such LoaligrShall notify Buyer and provide Buyer
with access to the Lodite and other relevant information concerning thedit thus extended by Seller. Upon receipt chsuotice, Buyer sha
make a decision within two (2) business days dfteitime of notice to accept or reject any suchn.@ad if accepted or not rejected within the
two (2) business days, the Loan shall be purchagéliyer at the Closing. The loans rejected byduif made by Seller, shall be retained by
the Seller and shall not be included in the Loantgiaed pursuant to Section 1.4(a).
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Section 6.4. No Solicitation by Seller

For a period of thirty-six (36) months after thddetive Date, Seller shall not (i) establish anpliag facility within a twenty (20) mile
radius of the Office; or, (ii) solicit any customafrthe Office as of the Closing Date with whonhdts no other previously established banking
relationship at locations of the Seller other tttzan Office; or, (iii) no advertising in Laurens mapprovided, however, these restrictions shall not
restrict general mass mailings to the public or saper, radio or television advertisements of &g@mature, not targeting customers of the
Office, or otherwise prevent Seller from taking Isactions as may be required to comply with anyliegiple federal or state laws, rules or
regulations and provided further that not more ttharty (30) days after the date of this Agreem@&diler shall provide to Buyer a list of
customers of the Office with whom it has such avjmesly established banking relationship at loaadiother than the Office. Seller covenants
and agrees to use its best efforts to completalgepits mailing and marketing lists of all dep@sid loan customers of the Office with whom it
has no other previously established banking reiatip, provided that Seller shall have the rightetiain records reasonably needed for tax or
regulatory purposes.

Section 6.5. Further Actions

The parties hereto shall execute and deliver sustiuiments and take such other actions as the p#ngr may reasonably require to
carry out the intent of this Agreement.

Section 6.6. Fees and Expenses

Buyer shall be responsible for the costs of alveys, and recording fees related to the Real Prppemnd each party shall be responsible for its
own attorneys’ and accountants’ fees and expemsesegulatory filing fees related to this transawcti

Section 6.7. Breaches with Third Parties

Nothing in this Agreement shall constitute an agreet to assign, or the assignment of, any matela@h, contract, license, lease,
commitment, sales order or purchase order or artgnabclaim of right or any benefit arising theneler or resulting therefrom, if an assignment
or attempted assignment thereof, without the cdnsfea third party thereto, would be in violatiohamy law or regulation, or would constitute a
breach thereof or materially affect the rights ofyBr or Seller thereunder; and any transfer ogassént to the Buyer or Seller of any material
property or property rights or any contract or &gnent which shall require the consent or approfzahg third party, shall be made subject to
such consent or approval being obtained.

Section 6.8. Insurance

On the Effective Date, Seller will discontinueiitsurance coverage maintained in connection wighQffice and the activities
conducted thereon. Buyer shall be responsiblalfonsurance protection for the Office premised #tre activities conducted thereon
immediately following the Effective Date. Pendithg Closing, risk of loss shall be the responsipiif the Seller.
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Section 6.9. Public Announcements

Except as is necessary to obtain the regulatoryoapfs contemplated by this Agreement, Seller angeB agree that, from the date
hereof, neither shall make any public announcermeptiblic comment regarding this Agreement or taedactions contemplated herein without
first consulting with the other party hereto andat@ng an agreement upon the substance and tifisuch announcement or comment. Further,
Seller and Buyer acknowledge the sensitivity of thiinsaction to the Employees and no announcemne&otmmunication with the Employees
shall be made without the prior approval of thde3elHowever, the parties may make public annoonmes# as required by law or any governing
regulatory body, including but not limited to thES, but only after making every effort to notifyetemployees first.

Section 6.10. Further Negotiations

Each party recognizes and acknowledges that bettheetiate of this Agreement and the Effective Daseh will expend a great deal
time and expense in proceeding in good faith teekhe transaction. Accordingly, neither BuyeBSeHler will conduct, initiate or continue any
discussions or negotiations or enter into any wstdading, arrangement or agreement with any othety jpr entity in connection with the
matters set forth herein prior to the Effective ®at

ARTICLE VII
CONDITIONS TO BUYER'’S OBLIGATIONS

The obligations of Buyer to complete the transaxgioontemplated in this Agreement are conditiorahdulfillment, on or before the
Effective Date, of each of the following conditions

Section 7.1. Representations and Warranties True

The representations and warranties made by Sellbis Agreement shall be true and correct in @terial respects on and as of the
Effective Date as though such representations ardawties were made at and as of such time, exaephy changes permitted by the terms
hereof or consented to by Buyer.

Section 7.2. Obligations Performed

Seller shall (i) deliver or make available to Bugl@ose items required by Section 2.2 hereof ang¢iiform and comply in all material
respects with all obligations and agreements requdy this Agreement to be performed or complietth Wy it prior to or on the Effective Date.
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Section 7.3. No Adverse Litigation

On the Effective Date, no Litigation shall be pexglor threatened against Seller which is reasonddaly to (i) materially and
adversely affect the business, properties andsaséétie Office, or (ii) materially and adverseffeat the transactions contemplated herein.

Section 7.4. Regulatory Approval

Each of Buyer and Seller shall have received akssary regulatory approvals of the transactioagiged in this Agreement, all
notices and waiting periods required by law to msEl have passed, no proceeding to enjoin, iaspeohibit or invalidate such transactions
shall have been instituted or threatened, and angitions of any regulatory approval shall haverbet.

Section 7.5. List of Customers

The list of customers with whom Seller claims teda previously existing banking relationship adtions other than the Office which
Seller shall deliver to Buyer pursuant to Sectidh&ove, shall be acceptable to Buyer in its nealsie discretion.

Section 7.6. Buyer's Due Diligence

The results of Buyer’s review of the books and rds®f the Office relating to the Assets to be awgliand the Assumed Liabilities,
shall be satisfactory to Buyer in its reasonabsermition.

ARTICLE VI
CONDITIONS TO SELLER’S OBLIGATIONS

The obligations of Seller to complete the transaticontemplated in this Agreement are conditiargzh fulfillment, on or before the
Effective Date, of each of the following conditions

Section 8.1. Representations and Warranties True

The representations and warranties made by BuybidrAgreement shall be true and correct in aliemal respects on and as of the
Effective Date as though such representations ardawties were made at and as of such time, exaephy changes permitted by the terms
hereof or consented to by Seller.

Section 8.2. Obligations Performed

Buyer shall (i) deliver or make available to Setleose items required by Section 2.2 hereof afgh¢iiform and comply in all material
respects with all obligations and agreements requdy this Agreement to be performed or complietth Wy it prior to or on the Effective Date.

Section 8.3. No Adverse Litigation

On the Effective Date, no action, suit or procegdihall be pending or threatened
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against Buyer which is reasonably likely to matériand adversely affect the transactions conteteglaerein.

Section 8.4. Regulatory Approval

Each of Buyer and Seller shall have received aessary regulatory approvals of the transactioagiged in this Agreement, all
notices and waiting periods required by law to msEl have passed, no proceeding to enjoin, iastpeohibit or invalidate such transactions
shall have been instituted or threatened, and angitions of any regulatory approval shall haverbet.

ARTICLE IX
LIQUIDATED DAMAGES

Section 9.1. Failure of Performance

Unless otherwise agreed in writing by the Sellet Bayer and provided that (i) the conditions to Bgyer’s obligations as set forth in
Section 1.9 and Article 7 of this Agreement haverbsatisfied in all material respects, and (ii) ¢baditions to Seller’s obligations set forth in
Article 8 of this Agreement have been satisfiedliimaterial respects; if either Buyer or Sellather a “Breaching Party”) fails to complete the
transactions contemplated by this Agreement, sueladhing Party shall pay to the other party (eith&on-Breaching Party”) the amount of
Two Hundred Fifty Thousand Dollars ($250,000) gsillated damages, which payment shall be in lieallafther remedies or actions at law or
in equity available to the Non-Breaching Party, ahdll be entitled to obtain judgment for such amagainst the Breaching Party as permitted
by law.

ARTICLE X
TERMINATION

Section 10.1. Methods of Termination

This Agreement may be terminated in any of theofeihg ways:

(a) By either Buyer or Seller, in writing five (5) daysadvance of such termination, if the Closing hasoccurred by June 30,
2007 but any such termination shall be subjectrticke 1X above if all conditions precedent to Bugeand Seller’s obligations have been
satisfied,;

(b) At any time on or prior to the Effective Date by tmutual consent in writing of Buyer and Seller;

(c) On the Effective Date, by Buyer, in writing, if tiodligations set forth in Article VII of this Agregent shall not have been n
by Seller or waived in writing by Buyer;

(d) On the Effective Date, by Seller, in writing, ifetftonditions set forth in Article VIII of this Ageenent shall not have been met
by Buyer or waived in writing by Seller;
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(e) Any time on or prior to the Effective Date, by Buyar Seller in writing if the other shall have bearbreach of the
representations or warranties in any material re@s@es if any such representation or warranty feehtmade on and as of the date hereof and on
the date of the notice of breach referred to belaws breach of any covenant or obligation comtaiherein, and such breach has not been cure
by the earlier of thirty (30) days after the giviofynotice to the breaching party of such breactherEffective Date; provided, however, that
there shall be no cure period in connection with lareach of Section 6.2 hereof, so long as sucadbreéy Buyer was not caused by any actic
inaction of Seller;

) By either Buyer or Seller in writing at any timeaeafany applicable regulatory authority has demipgroval of any application
of Buyer for approval of the transactions contertgaleherein or such application has been withdraiter Buyer has in good faith met the
requirements of Section 6.2 hereof; or

(9) In accordance with the provisions of Section 1.&be

Section 10.2. Procedure Upon Termination

In the event of termination pursuant to Sectiorl Itereof written notice thereof shall be givenhe other party, and this Agreement
shall terminate immediately upon receipt of sucticeounless an extension is consented to by thg pawing the right to terminate. If this
Agreement is terminated as provided herein:

(a) Each party will return all documents, work papard ather materials of the other party, includingtolcopies or other
duplications thereof, relating to this transactiwhgther obtained before or after the executioedieto the party furnishing the same; and

(b) All information received by either party hereto lwiespect to the other party (other than informmatidich is a matter of
public knowledge or which has heretofore been ghklil in any publication for public distributionfded as public information with any
government authority) shall not at any time be Use@ny business purpose by such party or disdlbgeany such party to third parties.

ARTICLE Xl
MISCELLANEOUS PROVISIONS

Section 11.1. Amendment and Modification

The parties hereto, by mutual consent of their dwithorized officers, may amend, modify and suppletthis Agreement in such
manner as may be agreed upon by them in writing.
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Section 11.2. Waiver or Extension

Except with respect to required approvals of theliepble governmental authorities, either partywsitten instrument signed by a duly
authorized officer, may extend the time for thef@enance of any of the obligations or other actthefother party and may waive (i) any
inaccuracies in the representations and warraotietained herein or in any document delivered pmrsbereto, or (i) compliance with any of
the undertakings, obligations, covenants or otbts eontained herein.

Section 11.3. Assignment

This Agreement and all of the provisions hereofldt@binding upon, and shall inure to the benefitthe parties hereto and their
permitted assigns, but neither this Agreement ngrraghts, interests or obligations hereunder sbalhssigned by either of the parties without
the prior written consent of the other.

Section 11.4. Confidentiality.

Seller and Buyer covenant and agree that all infion received by either of them with respect @ Ithisiness of the other (other than
information which is a matter of public knowledgewhich has heretofore been published in any pabba for public distribution or which has
heretofore, or which is hereafter, filed as pubiformation with any governmental authority) shadt at any time be used for any business
purpose or disclosed by such party to third persbhis covenant and agreement shall survive thewmmation of the transactions contempl.
herein.

Section 11.5. Addresses for Notices, Etc

All notices, requests, demands, consents and otlremunications provided for hereunder and underetaed documents shall be in
writing and mailed (by registered or certified madturn receipt requested), telegraphed, teletedel;opied or personally delivered (with receipt
thereof acknowledged) to the applicable party atatidress indicated below:

If to Seller:

Benjamin Guenthe
MetaBank

Erie at Fifth

Storm Lake, lowa 5058

Telephone: (712) 7:-4105
Facsimile: (712) 73-7105
Email: bguenther@metabankonline.c
with a copy to:
Gary W. Armstrong
Mack, Hansen, Gadd, Armstrong & Brown, P
316 East Sixth Stre:
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Storm Lake, |A 5058-0278

Telephone: (712) 7-3538
Facsimile: (712) 73-7578
Email: mhgab@iw.ne

If to Buyer:

Kris Ausborn

lowa Trust & Savings Ban
2101 10" Street

P.O. Box 15¢

Emmetsburg, 1A 505:-0159

Telephone: (712) 8:-3451

Facsimile: (712) 85-4232

Email: kausborn@iowatrustbank.cc

with a copy to

Robert A. Mullen

Belin Law Firm

The Financial Cente

666 Walnut, Suite 200

Des Moines, 1A 503(-3989

Telephone: (515) 2-7100

Facsimile: (515) 55-0715

Email: ramullen@belinlaw.cor
Section 11.6. Counterparts

This Agreement may be executed simultaneously sdwmore counterparts, each of which shall be @ekeam original, but all of
which together shall constitute one and the sancerdent.

Section 11.7. Headings

The headings of the Sections and Articles of ttagse&ment are inserted for convenience only and sbatonstitute a part of this
Agreement.

Section 11.8. Governing Law.
This Agreement shall be governed by, and constiuedcordance with, the laws of the State of lowa.
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Section 11.9. Entire Agreement

This Agreement, the exhibits and attachments herepwesent the entire agreement between the paeieto respecting the matters
addressed herein and supersedes all prior or cpot@meous written or oral proposals, agreemergsifitiple, representations, warranties and
understandings between the parties.

Section 11.10. Expenses

Except as otherwise provided in this Agreementiegiél, accounting and other costs and expenseasr@ttin connection with the
execution, delivery and performance of this Agrest@ad of the transactions contemplated hereby Badlorne and paid by the party incurring
such costs and expenses, and neither party shaliligmted for any cost or expense incurred byother party.

Section 11.11.  Severability.

If any provision of this Agreement is invalid orenforceable, the balance of this Agreement shailbie in effect.
Section 11.12.  Parties in Interest

Nothing in this Agreement, expressed or impliedniended or shall be construed to confer uponiva p any person (other than the
parties hereto, their successors and permittedragsand rights or remedies under or by reasohiefgreement, or any term, provision,
condition, undertaking, warranty, representatiodeimnity, covenant or agreement contained therein.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed by their duly autteatiofficers as of the date
first written above.

SELLER
METABANK
ATTEST:
By:/s/ Sandra Heglan By:/s/ Benjamin Guenthe
Its: Senior Vice President of H Its: Presiden
BUYER
ATTEST: IOWA TRUST & SAVINGS BANK
By: /s/ Cleta Ann Frascl By: /s/ Kris M. Ausborr
Its: /s/ Administrative Assistal Its: Presiden
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Exhibit 10.14

AGREEMENT FOR
PURCHASE OF SELECTED ASSETS
AND ASSUMPTION OF CERTAIN LIABILITIES
OF THE SAC CITY, ODEBOLT AND LAKE VIEW OFFICES OF M ETABANK

THIS AGREEMENT, dated as of January 31, 2007, by laetween MetaBank, a financial institution charteunder the laws of the
United States, having its principal place of busgm Storm Lake, lowa (theSeller”), and lowa State Bank, a financial institutiorectered
under the laws of the State of lowa, presently mguitis principal place of business in Sac City, dofthe “Buyer ”).
WITNESSETH:

WHEREAS, Seller wishes to divest, upon the ternts@nditions set forth herein, certain assets &nhin liabilities of its offices (the
“ Offices”) located at Sac City, Odebolt and Lake View, lowad

WHEREAS, Buyer wishes to buy such assets and assuafeliabilities upon the terms and conditionsfggh herein.

NOW, THEREFORE, in consideration of the premiseas tlie mutual agreements hereinafter set fortheSatid Buyer agree as
follows:

ARTICLE |
TRANSFER OF ASSETS AND LIABILITIES
Section 1.1. Transfer of Assets
(a) As of the Effective Date (as defined in Sectiont2low) and upon the terms and conditions set foettein, Seller will sell,

assign, transfer, convey and deliver to Buyer, Bager will purchase from Seller, all of the follavg assets associated with the Offices and
identified in this Agreement and the Exhibits heretnd not otherwise excluded from sale pursuatitegrovisions of Subsection 1.1(b) below
(herein the “Assets”):

() All real estate as set forth on Exhibit 1.1(a)énd any improvements and fixtures thereon;
(2) All furniture, equipment and other miscellaneousspeal property;

3) Loans (as defined below) transferred pursuant ti@el.4;

(4) All customer lists, customer histories and marlgtirformation pertaining to the Offices;

(5) All property records, warranty information, manuaitgl other information such as maintenance records;




(6) All loan files, loan records and other credit infation concerning the customers of the Offices wHoans are
acquired by Buyer and all records and files regaydine Assumed Liabilities (as defined belqwend,

©) Cash on hand.

(b) Excluded from the assets, properties and rightsgogansferred, conveyed and assigned to BuyerriuhdeAgreement are the
assets listed on Exhibit 1.1(b) hereto. Theseusberl assets include Seller’s corporate logos, tnades, trade names, signs, paper stock, forms
and other supplies containing any such logos, imadks or trade name (theEkcluded Assets’). Seller shall coordinate with the Buyer the
removal of the Excluded Assets from the Officeoprior to the Effective Date. Seller shall reradtie Excluded Assets at its own cost and
shall make any repairs necessitated by Seller'igesge in removing the Excluded Assets.

Section 1.2. Purchase Price

(a) As consideration for the purchase of the Assetsaamsdmption of the Assumed Liabilities, as defime8ection 1.2(b) hereof,
Buyer shall pay to Seller a purchase price equtieasum of the following:

() $2,460,000.00 for assets listed in Section 1.1(2415 and 6);

(2) The Par Value (Principal and Accrued Interest tie@fve Date), of the Loans to be purchased afostttin
Section 1.4 hereqgfand,

) Cash on hand at par.
(b) In addition to the payment of the purchase pricgenrSection 1.2(a) above, Buyer shall assume, tedtffective Date, and
the Deposit Liabilities (collectively theAssumed Liabilities”); provided, that any cash items paid by Sellett ant cleared prior to the
Effective Date shall be the responsibility of Sellkubject to the terms of Section 1.3 below.

(c) Except for the Assumed Liabilities, Buyer is nos@®ing any liabilities or obligations of any kindmature. Liabilities and
obligations not assumed include, but are not lichite the following:

) Seller’s cashier checks, letters of credit, mon@lers, interest checks and expense checks issidgthe Closing,
consignments of U.S. Government “E” and “EE” boadsd any and all traveler’'s checks; or

2) Deposit accounts associated with qualified retineinpéans (other than IRA accounts and burial trugich Buyer
will assume) where Seller is the trustee of suelm pir the sponsor of a prototype plan used by plarh or

3) Liabilities and/or obligations arising out of otated to the employment of any Employee by Setler;

(4) General tort liabilities; or




(5) Liabilities and/or obligations and/or losses argsaut of events occurring or circumstances existingr prior to the
Effective Date, whether or not such events or cirstances would be a covered risk or loss undeo&Bgller's errors and omissions insurance
policies, directors’ and officers’ policies, workecompensation and employer’s liability policiasitomobile policies, general liability or
casualty insurance policies, commercial generhllitg insurance policies, umbrella and excessilighinsurance policies, banker’s blanket bond
(s) and/or other fidelity bonds.

(d) Seller shall prepare a balance sheet (tRee“Closing Balance Sheétwhich is also the Closing Statement referredhto i
Section 2.2(b)(13) below) in accordance with gelheecepted accounting principles as of a datecaotier than three (3) business days prior to
the Effective Date (the Pre-Closing Balance Sheet Dat8 reflecting the assets to be sold and assigneguneler (as set forth in Section 1.2
(a) hereof) and the liabilities to be transferrad assumed hereunder. Seller agrees to pay torBuylee Closing (as defined in Section 2.1
hereof), in immediately available funds in the amtodue, as reflected by the Pre-Closing BalanceSh&mounts paid at Closing for the Loans
purchased and the amount of assumed liabilitiel séaubject to subsequent adjustment on the @lasting Balance Sheet (as defined in
Section 2.3 hereof and which is also the Final @lpStatement).

Section 1.3. Liabilities .

(a) “Deposit Liabilities” shall mean all of Seller’s tles, obligations, liabilities (including accruederest) relating to the deposit
accounts, including, without limitation, all dematighe, savings and individual retirement accoulatsated at the Offices as of the Effective
Date, as listed as deposits in Exhibit 1.3(a), whthexception of those specifically not assume@iyer pursuant to Section 1.2(c).

(b) Buyer agrees to pay in accordance with law andoouaty banking practices all properly drawn and @nésd checks, drafts
and withdrawal orders presented to Buyer by magrahe counter or through the check clearing sysiethe banking industry, by depositors of
the accounts assumed, whether drawn on the cheitkslrawal or draft forms provided by Seller or Byyer, and in all other respects to
discharge, in the usual course of the banking legsinthe duties and obligation of Seller with resp@the balances due and owing to the
depositors whose accounts are assumed by Buyer.

(c) If, after the Effective Date, any depositor, insted accepting the obligation of Buyer to pay thepbsit Liabilities assumed,
shall demand payment from Seller for all or anyt paany such assumed Deposit Liabilities, Sellellsnot be liable or responsible for making
such payment. Seller and Buyer shall make arraegesrio provide for the daily settlement with imnagely available funds by Buyer of
checks, drafts, withdrawal orders, returns andratbens presented to and paid by Seller withinys(80) days after the Effective Date and dr¢
on or chargeable to accounts that have been assoyrigdyer.

(d) Buyer may (i) assign new account numbers to depassitf assumed accounts, if needed, in the soteatisn of Buyer,
(i) notify such depositors, on or before the Effee




Date, in a form and on a date mutually acceptabeller and Buyer, of Buyer's assumption of Depbisibilities, and (iii) furnish such
depositors with checks on the forms of Buyer anith wistructions to utilize Buyes’'checks and destroy unused check, draft and aitvadrorde
forms of Seller. In addition, Seller will notifysitaffected customers by letter of the pending assént of Seller’'s deposit accounts to Buyer,
which notice shall be at Seller’'s cost and expemskshall be in a form mutually agreeable to Seltet Buyer.

(e) Buyer shall pay promptly to Seller an amount eglgingto the amount of any checks, drafts or witkddaorders credited to an
assumed account as of the Effective Date thatedvened to Seller after the Effective Date.

) On or after the Effective Date, Buyer will assumel aischarge Seller’s duties and obligations iroegance with the terms
and conditions and laws, rules and regulationdlpaty to the certificates, accounts and other Diepebilities assumed under this Agreement.

(9) On or after the Effective Date, Buyer will maintand safeguard in accordance with applicable lasvsmund banking
practices all account documents, deposit contraigeature cards, deposit slips, canceled items#ret records related to the Deposit Liabili
assumed under this Agreement, subject to Sellighs of access to such records as provided inAgieement.

(h) Seller will render a final statement to each dejposif a demand or savings account assumed undefAgneement as to
transactions occurring through the Effective Daté will comply with all laws, rules and regulatioregarding tax reporting of transactions of
such accounts through the Effective Date. Seliémwt impose periodic fees or blanket chargesannection with such final statements.

0] On or prior to the Effective Date, Buyer, at itperse, will use its best efforts to notify all Aotated Clearing House £CH
") originators of the transfers and assumptionsernaatsuant to the Agreement, and Seller shall $trthie required information. For a period of
ninety (90) days beginning on the Effective Datel)e3 will honor all ACH items related to accouatssumed under this Agreement which are
mistakenly routed or presented to Seller. Durinachsninety (90) days period, Buyer shall remit byewiransfer on a daily basis the net amount
of ACH items honored by Seller pursuant to thiségnent. Except as otherwise set forth in this Agrent, Seller will make no additional
charges to Buyer for honoring such items. Itemstakienly routed or presented after the ninety @@@)period will be returned to the presenting

party.

Section 1.4. Loans Transferred

(a) Seller will transfer to Buyer on the Effective Daseibject to the terms and conditions of this agesd, all of Seller’s right,
title and interest (including collateral relatirfgeteto) in loans maintained, serviced and liste8Sédlter’s general ledger as loans of the Offices
(severally referred to asloan ” and collectively the ‘Loans”). Notwithstanding the foregoing, for purposegtits Agreement, the Loans shall
include only those Loans specifically identified Byyer as Loans it will purchase. In this regdirés understood Buyer shall have the right to
purchase or exclude any Loan or Loans previoudptifled as coded to the Seller’'s Sac City,




Odebolt and Lake View offices. The purchased ladal be listed on Exhibit 1.4(a), shall be preglaoy Buyer and furnished to Seller and
affixed to this Agreement as a part hereof withimty (30) days following Seller’s delivery to Buyef complete loan information.

(b) Buyer will become the beneficiary of credit lifesirance and property casualty insurance writtedii@tt consumer
installment loans. Contemporaneously with the @psSeller shall notify the appropriate insuranoenpanies of the transfer of Loans from
Seller to Buyer and that Buyer shall become theefieiary of any insurance policies relating to trensferred Loans and, as such, be entitled to
all rights and privileges under such policies fallog the Effective Date, including, without limitah, any refunds paid after the Effective Date
on such policies.

(c) In connection with the transfer of any Loans reiggimotice to the borrower, Seller agrees to comyth all notice and
reporting requirements of the loan documents orlawyor regulation.

(d) All Loans transferred to Buyer shall be valuedha&it Par Value, such value to include interespulgh the Effective Date.

(e) On or after the Effective Date, Buyer will be respible for maintaining and safeguarding all lodesfi documents and records
related to the Loans in accordance with applicidMeand sound banking practices.

) If the balance due on any Loan purchased pursoahtg Section 1.4 has been reduced by Selleresudt of a payment by
check received before the Effective Date, whichite returned on or after the Effective Date, thget value represented by the Loan transferrec
shall be correspondingly increased and an amourdsh equal to such increase shall be paid by Boy8eller promptly upon demand.

(9) Seller shall remit loan payments it receives aftesing on loans purchased by the Buyer.
(h) The standard “dragnet” provisions of security doeuits which secure or are contained in other pramjssotes made or held

by Seller not constituting the Loans being acquirgd@uyer shall not have priority over Buyer’s seguinterest in collateral for a Loan
transferred to Buyer hereunder.

Section 1.5. Employee Matters
(a) Buyer may, but shall have no obligation to hire amployees of the Offices.
(b) Seller makes no representations or warranties atbloether any of the Employees will remain emplogethe Offices after tr

Effective Date. Seller will use its best effortshaintain the Employees as employees of SelldgreaDffices until the Effective Date. Any
Employee whose employment shall be terminatedrigrraason prior to the Effective Date or who shall be selected by Buyer to become an
employee of Buyer shall be dealt with by Selleitérsole and absolute discretion. Seller shalidsponsible for paying all federal, state




and local income tax withholding, social securéayes and any other payroll taxes applicable tethployment of Employees by Seller prior to
the Effective Date. Seller agrees that, for aquedf thirty-six (36) months after the Effective tBait will not solicit for employment (i) any
Employee who becomesnployed by Buyer or (ii) any person known to Seitehave been employed by Buyer and whose employbeBuye
has been terminated, either by the Employee oruyeB without Buyer's prior written permission.

(1) At closing, Seller shall compensate/& for the accrued Paid Time Off (vacation awmatihg holidays) for
Employees retained by Buyer. Accrued Sick Timeosa part of accrued Paid Time Off.

(aa) For those employees not retained byeBBeller shall remain responsible for the adstiation of the
employees’ accrued Paid Time Off.

(c) No Employee of the Offices is a third party beniafig of this Agreement and each Employee hired byeB shall be an
employee at will.

(d) Seller shall have the right, but not the obligatitmnretain any Employees not hired by Buyer. Amgployees retained by
Seller shall be subject to the restrictions at i8ad.4.

Section 1.6. Records and Data Processing

(a) On and after the Effective Date, Buyer shall becoesponsible for maintaining the files, documemid gecords referred to in
this Agreement. Buyer will preserve and safekéepnt as required by applicable law and sound baniiagtices for the joint benefit of Seller
and Buyer. After the Effective Date, Buyer willrpet Seller and its representatives, for reasoneaiese, at reasonable times and upon
reasonable notice and at Seller’s expense, to eanmspect, copy and reproduce any such filesymdeats or records as Seller deems
reasonably necessary.

(b) On or after the Effective Date, Seller will perBittyer and its representatives, for reasonable catiseasonable times and
upon reasonable notice and at Buyer's expenseaimiae, inspect, copy and reproduce files, docusentecord retained by Seller regarding
the assets and liabilities transferred under thisement as Buyer deems reasonably necessary.

Section 1.7. Security.

On and after the Effective Date, Buyer shall belyalesponsible for the security of and insurantelbpersons and property located in
or about the Offices.

Section 1.8. Taxes and Fees Proration of Certain Expenses: &ilmt Form 8594

(a) Buyer shall be responsible for the payment ofesisfand taxes related to this transaction; exbapBuyer shall not be
responsible for, or have any liability with resptemtsales, transfer, income or similar taxes agisiut of this transaction, if any, and Seller agre
that it shall pay, or represents that it has paid, timely manner any and all such taxes. Buyer




shall not be responsible for any income tax ligypitif Seller arising from the business or operatiohthe Offices on or before the Effective Di
and Seller shall not be responsible for any tabiliiies of Buyer arising from the business or giEms of the Offices on or after the Effective
Date. Utility payments, telephone charges, reaperty taxes, personal property taxes, rent, gsadeposit insurance premiums, other ordinary
operating expenses of the Offices and other expamrtated to the liabilities assumed or assetshyased hereunder, including, without

limitation, attorney’s fees, costs and expensegriecl in connection with Litigation (as definedSection 4.10 below), shall be prorated between
the parties as of the Effective Date. To the ebd@ry such item has been prepaid by Seller forigextending beyond the Effective Date, tt
shall be a proportionate monetary adjustment inrfa¥ Seller, but only to the extent such prepayniemefits Buyer.

(b) Seller and Buyer shall allocate the total consitiengpaid pursuant to this Agreement, including die@osit base intangible
asset and other identifiable intangible assetsiesdjby Buyer pursuant to this Agreement, in acaao# with Section 1060 of the Internal
Revenue Code of 1986, as amended. Accordinglyjmvdne hundred twenty (120) days after the CladBwyer shall provide Seller copies of
the Form 8594 and any required exhibits therete {thsset Acquisition Statement) setting forth the allocation of the total considtion.

Within twenty (20) days after receipt of the As8eguisition Statement (or any proposed revisiomgbérequired to report any updated
information), Seller shall propose any changesugeB or shall indicate its concurrence with theetgscquisition Statement which concurrence
shall not be unreasonably withheld. Seller andeBwhall endeavor in good faith to resolve anyedéhces within twenty (20) days after Buger’
receipt of Seller’s notice of any proposed changHse parties agree to file the Asset Acquisitisat&nent with their respective federal tax
returns in accordance with the instructions to F8684.

Section 1.9. Real Property

(a) Seller shall deliver to Buyer as soon as reasonadibgible after the execution of this Agreementipaiated abstracts of title as
to the Real Properties.

(b) Buyer shall notify Seller in writing within fortyife (45) days after Buyer's receipt of the updabdtract of any mortgages,
pledges, material liens, encumbrances, restricti@servations, tenancies, encroachments, oveslapther title exceptions or zoning or similar
land use violations relating to the Real Propetiieshich Buyer reasonably objects (th€itle Defects”). Buyer agrees that Title Defects shall
not include real property taxes not yet due andpkeyand easements and rights of way which do at¢nally interfere with the use of the Real
Properties as Offices. Seller shall make a goitd &fort to correct any such Title Defect to Bugareasonable satisfaction at least thirty (30)
days prior to the Closing; provided, however, tBaller shall not be obligated to bring any lawsuithnake any payment of money (except to pay
liens that Seller does not dispute in good faibhgure a Title Defect. If Seller is unable to carg such Title Defect to Buyer’s reasonable
satisfaction, Buyer shall have the option eithefi)iterminate this Agreement in accordance wittidde X of this Agreement, or (ii) receive title
in its then existing condition.

(c) Buyer shall have the right to update the title mratat Closing for any change which may have argtm the date of Buyer’s
original title search. If such update indicateg an




new Title Defects, Seller may elect to delay thesig for up to thirty (30) days while it makesaod faith effort to cure any such Title Defect
to Buyer’s reasonable satisfaction; provided thedle® shall not be obligated to bring any lawsuithtake any payment of money (except to pay
liens that Seller does not dispute in good faithgure a Title Defect. If Seller is unable to cargy such Title Defect within the thirty (30) day
period, Buyer shall have the option either (i) terate this Agreement in accordance with the prowvisiof Article X of this Agreement, or

(ii) receive title in its then existing condition.

ARTICLE Il
CLOSING AND EFFECTIVE DATE

Section 2.1. Dates.

The purchase of assets and assumption of liaBilttevided for in this Agreement shall occur atasing (the “Closing”) on
March 31, 2007 at a time and place mutually agrgsah by the parties (theClosing Date”) so long as this date follows the receipt of all
requisite regulatory approvals and the expiratiballovaiting periods imposed by law or by ruleguéation or order of any regulatory authority
(* Regulatory Prerequisites”). If Regulatory Prerequisites do not allow thie€ing Date to be March 31, 2007, then the Clofiate shall be
on a day mutually agreeable to the parties, babievent later than June 30, 2007. The partiesagege on an earlier Closing Date if permitted
by the satisfaction of the Regulatory PrerequisifEise effective date of this Agreement (thEffective Date”) shall be 6:00 p.m. local time on
the business day on which the Closing occurs.

Section 2.2. Closing.

(a) All actions taken and documents delivered at thesi@h shall be deemed to have been taken and exksimultaneously, and
no action shall be deemed taken nor any documdintded until all have been taken and delivered.

(b) At the Closing, subject to all the terms and cdndg of this Agreement, Seller shall deliver to Byyor, in the case of
subsections (b)(5), (6) and (8), make reasonalaylable to Buyer at the Offices:

(1) A Corporate Warranty Deed transferring title to Bal Properties, fixtures and improvements to Buye

2) A limited warranty Bill of Sale, in substantiallizg form attached hereto as Exhibit 2.2(b)(2) (ti#ll“of Sale ™),
transferring to Buyer all of Seller’s interest retLoans selected by Buyer and other personal gyopemprising the Assets;

3) An Assignment and Assumption Agreement, in subittynthe form attached hereto as Exhibit 2.2(b){8E “
Assignment and Assumption Agreement), assigning Seller’s interest in the Deposit Liidies;

(4) Consents from third persons that are requiredyyf to effect the assignments set forth in the dwesient and
Assumption Agreement;




(5) Seller’s files and records relating to and evidegdhe Loans;

(6) Seller’s records related to the Deposit Liabilitssumed by the Buyer, including any stop paymeters and ACH
records;

©) Immediately available funds in the net amount shawiowing to Buyer by Seller on the Closing Statetne

(8) Such other assets to be purchased as shall beleaypghysical delivery;

9) A certificate of a proper officer of Seller, datibé Effective Date, certifying to fulfilment ofladonditions which are

the obligation of Seller and that all of the regrstions and warranties of Seller set forth is Hareement remain true and correct in all mat
respects on the Effective Date;

(10) Certified copies of (A) Federal stock charter aiydald/s of Seller and (B) a resolution of the Boafdaectors of
Seller, or its Executive Committee, approving take ©f the Offices contemplated hereby;

(12) Such certificates and other documents as Buyeitamdunsel may reasonably require to evidencedbeipt by
Seller of all necessary corporate and regulatotiyaizations and approvals for the consummatiotheftransactions provided for in this
Agreement;

(12) Such other documents, instruments and agreemecgssary to transfer and assign to Buyer all Loaetyding,
without limitation, all promissory notes duly ended and assignments of mortgages, security agrégnfi@ancing statements, guarantees and
other collateral documents in form and contentgeably satisfactory to Buyer; and

(13) A Closing Statement (which shall be the Pre-Clo8atance Sheet), substantially in the form attadiezeto as
Exhibit 2.2(b)(13) (the ‘Closing Statement’).

(c) At the Closing, subject to all the terms and cdondg of this Agreement, Buyer shall deliver to 8ell
() The Assignment and Assumption Agreement;
(2) A certificate and receipt acknowledging the deljvend receipt of possession of the property andrdscreferred to |

this Agreement;

3) A certificate of a proper officer of the Buyer, ddtthe Effective Date, certifying to the fulfillmieof all conditions
which are the obligations of Buyer and that altref representations and warranties of Buyer s#t forthis Agreement remain true and correct
in all material respects in the Effective Date;




4) Certified copies of (A) the Articles of Incorporati and Bylaws of Buyer and (B) a resolution of Buard of
Directors of Buyer, or its Executive Committee, spying the purchase of the Offices contemplateeiner

(5) Such certificates and other documents as Selleitamdunsel may reasonably require to evidencedbeipt by
Buyer of all necessary corporate and regulatori@izations and approvals for the consummatiomefttansactions provided for in this
Agreement; and,
(6) The Closing Statement.
(d) Seller shall prepare at its expense and delivButger records in Seller’s field format as of théeefive Date, which records
shall contain the information related to the itedescribed in subsections (b)(5) gbd(6) above. Such records shall be delivereditiiB0) day:
prior to Closing, or at such other date as agredyytthe parties.

(e) All agreements and certificates described in thisti®n 2.2 shall be in form and substance reaserstisfactory to the parties’
respective legal counsel.

Section 2.3. PostClosing Adjustments

(a) Not later than fifteen (15) business days afteriffective Date (the Post-Closing Balance Sheet Delivery Datg, Seller
shall deliver to Buyer a balance sheet dated #seoEffective Date reflecting the assets sold asigaed hereunder as set forth in Section 1.2(a)
and the liabilities transferred and assumed hermupicepared in accordance with generally acceptedumting principles (the Post-Closing
Balance Sheet or “Final Closing Statement”) substantially iretform attached hereto as Exhibit 2.3(a). Adddibn Seller shall deliver to
Buyer a list of the Loans purchased, individuatlgntified by account number, which list shall beeded to the Bill of Sale. Seller shall afford
Buyer and its accountants and attorneys the oppitytto review all work papers and documents use&éller in preparing the Post-Closing
Balance Sheet. Within fifteen (15) business dajlsWing the Post-Closing Balance Sheet Deliveryeddghe “Adjustment Payment Date”),
Seller or Buyer, as the case may be, shall effecoffer of any funds as may be necessary to tefleenges in the Par Value of the Loans
Purchased or the Assumed Liabilities between tlosifd Balance Sheet and the Post-Closing Balaneet$bgether with interest thereon
computed from the Effective Date to the Adjustm@ayment Date at the applicable Interest Rate (asrtadter defined).

(b) In the event that a dispute arises as to the appteamounts to be paid to either party on theusitinent Payment Date, each
party shall pay to the other on such AdjustmentnfRanyt Date all amounts other than those as to which a disgxitds. Any disputed amounts
retained by a party which are later found to betduie other party shall be paid to such partyrgetly upon resolution with interest thereon
from the Adjustment Payment Date to the date peitlearate of two and one-half percent (2.5%) peran (the “Interest Rate”).




ARTICLE Il
INDEMNIFICATION

Section 3.1. Sellet's Indemnification of Buyer

Seller shall indemnify, hold harmless and defengieBdrom and against any and all claims, lossabijlities, demands and obligation,
including reasonable attorney’s fees and expemskeding to or arising from (i) (subject to the pigions of Section 9.1 below regarding Seller’'s
failure to close) a breach by Seller of any covénamomise, agreement, representation or warraotyained herein; or (ii) real estate taxes,
intangibles and franchise taxes, sales and use,tageial security and unemployment taxes, all aetsopayable and operating expenses
(including salaries, rents and utility charges)imed prior to the Effective Date and which aremkd or demanded on or after the Effective [
but not reflected on the Closing Statement. Ssliademnification shall be limited to the amoustestablished at Subsection 1.2(a).

Section 3.2. Buyer's Indemnification of Seller

Buyer shall indemnify, hold harmless and defendeB&lom and against any and all claims, lossesilities, demands and obligation,
including reasonable attorney’s fees and expemskeding to or arising from (i) (subject to the pigions of Section 9.1 below regarding Buyer’s
failure to close) a breach by Buyer of any covenprimise, agreement, representation or warrantyagoed herein or (ii) real estate taxes,
intangibles and franchise taxes, sales and use,tageial security and unemployment taxes, all aetsopayable and operating expenses
(including salaries, rents and utility chargesimed on or after the Effective Date and which imedBuyer’s operation of the Offices or Buyer’
ownership of the Assets; or (iii) Buyer’s failueepay and discharge the Assumed Liabilities purstathis Agreement. Buyer’s
indemnification shall be limited to the amount atbélished as Subsection 1.2(a).

Section 3.3. Claims for Indemnity.

(a) A claim for indemnity under Sections 3.1 or 3.2lus Agreement may be made by the claiming pargngttime prior to
twelve (12) months after the Effective Date by dingng of a written notice thereof to the othertyarSuch written notice shall set forth in
reasonable detail the basis upon which claim fdeinnity is made. In the event that any such claimade within the prescribed twelve (12)
month period, the indemnity relating to such claimall survive until such claim is resolved. Claintd made within such twelve (12) month
period shall cease and no indemnity shall be miagietor.

(b) In the event that any person or entity not a pertyis Agreement shall make any demand or claifil@por threaten to file ar
lawsuit, which demand, claim or lawsuit may resulany liability, damage or loss to one party heretthe kind for which such party is entitled
to indemnification pursuant to Section 3.1 or 32dof, then, after written notice is provided bg thdemnified party to the indemnifying party
of such demand, claim or lawsuit, the indemnifypagty shall have the option, at its cost and expgtusretain counsel for the indemnified party
to defend any such demand, claim or lawsuit. &nebent that the indemnifying party shall fail &spond within five (5) days after receipt of
such notice of any such demand, claim or lawséntthe indemnified party shall retain counsel emaduct the defense of such demand, claim
or lawsuit as it may in its discretion deem propgtthe cost and expense of the indemnifying palrtyeffecting the settlement of any such
demand, claim or lawsuit, an indemnified party khet in good faith, shall consult with the indeffiying party and shall enter into only such
settlement as the indemnifying party shall apprake




indemnifying party’s approval will be implied if toes not respond within ten (10) days of its netcef the notice of such settlement offer).

ARTICLE IV
REPRESENTATIONS AND WARRANTIES OF SELLER

Seller hereby represents and warrants to Buyesllsvs, which representations and warranties shallive the Effective Date for a
period of twelve (12) months:

Section 4.1. Corporate Organization

Seller is a banking association organized, vakdigting and in good standing under the laws ofuh#ed States and the State of oy
Seller has the corporate power and authority to ibsvproperty, to carry on its business as curyetthducted and to effect the transactions
contemplated herein.

Section 4.2. No Violation.

The Office has been operated by Seller in all nigtezspects in accordance with applicable lawigsrand regulations. Neither the
execution and delivery of this agreement, nor ttesammation of the transactions contemplated hergihviolate or conflict with (i) Seller’s
Articles of Association or Bylaws, (ii) any matdr@ovision of any material agreement or any otheterial restriction of any kind to which
Seller is a party or by which Seller is bound) @ny material statute, law, decree, regulatioarder of any governmental authority, or (iv) any
material provision which will result in a defaulider, or which causes the acceleration of the ritwatofi, any material obligations or loan to
which the Seller is a party.

Section 4.3. Corporate Authority

The execution and delivery of this Agreement, dreddonsummation of the transactions contemplatesihéhave been duly authorized
by the Sellers Board of Directors (or the Executive Committeeréof). No further corporate authorization is reseey for Seller to consummi
the transactions contemplated hereunder.

Section 4.4. Enforceable Agreement

This Agreement has been duly authorized, executddialivered by Seller and is the legal, valid himling agreement of Seller,
enforceable in accordance with its terms, subethé receipt of all necessary regulatory approaats except as enforcement may be limited by
bankruptcy, insolvency or other laws of generalligppility relating to creditor’s rights, or genéequitable principles.

Section 4.5. No Brokers.

All negotiations relative to this Agreement and ttansactions contemplated hereby have been camidy Seller and Buyer, and there
has been no participation or intervention by armeopersons, firm or corporation employed or enddgeor on behalf of Seller in such a




manner as to give rise to any valid claim agairdtesor Buyer for a brokerage commission, findiees or like commission.
Section 4.6. Real Property
Seller makes the following representations regartie Real Properties:

(a) Seller has and can convey to Buyer good title éoRkal Properties, furniture, fixtures and equiptyieee and clear of all lien
security interest and encumbrances of any natusgsebver.

(b) Seller has no knowledge of any condemnation prangegending against the Real Properties.

(c) Seller has not entered into any agreement regatiem&eal Properties, and neither Seller nor thed Reoperties is subject to
any claim, demand, suit, unfiled lien, charge, enlorance or conditional sale or other title reteamigreement except for real property taxes not
yet due and payable, and easements and rightsyofwwiah do not materially interfere with the usetloé Real Properties as Offices.

Section 4.7. Condition of Property

The Real Properties to be purchased by Buyer hdegware sold AS IS, WHERE IS, with no warrantiesepresentations whatsoever,
except (i) as to title; and (ii) as may be expnesspresented or warranted in this Agreement.

Section 4.8. Certain Loan Representations

Seller represents and warrants to Buyer as of tfeetive Date with respect to each of the Loanfodsws: (i) all Loans and all related
documentation, including but not limited to proneigsnotes, loan agreements, and security intereate been made and executed in the
ordinary course of business, contain genuine sigaatof the named parties thereto, were givendéid consideration and are all in full force
and effect, and are enforceable in accordancethishAgreement; (ii) each Loan has been originatéased and supervised in substantial
accordance with all applicable laws and regulatidiiis each security interest (including withournitation, each deed, mortgage, assignment,
pledge and security agreement) taken or grantedninection with any such Loan creates a valid aridreeable security interest in the property
described therein which has been duly perfectechasdhe priority reflected in the loan file retafito such Loan subject as to enforceability to
the subsequent application of bankruptcy, equitgimilar laws; and (iv) Seller is not aware of aigim or dispute regarding such Loan or any
document securing such Loan.

Section 4.9. Deposit Liabilities.

From the date of this Agreement to and includireyEffective Date, the Offices have no liabilitygay deposits other than those as
shown on the books of Seller with respect to thigces.




Section 4.10. Litigation .

There is (i) no litigation, action, claim, proceseglj or governmental or regulatory investigationlladively “Litigation”) pending or, to
the knowledge of the Board of Directors and/or ngamaent of Seller, threatened against Seller; ptdithe knowledge of the Board of
Directors, any undisclosed liabilities relatingthe assets and liabilities of the Offices; whichyrhave a material effect upon the deposits or
assets of the Offices or the transactions contemgblay this Agreement or upon Seller’s ability gxform its obligations hereunder.

Section 4.11. Mechanic¢s Liens.

There are no unpaid charges, debts, liabilitiesn, or obligations arising from the constructiownership, or operation of the Offices
which could give rise to any mechanic’s or matenmiah’s or other statutory or equitable liens agaimstreal estate occupied by the Offices, or
any part thereof, for which Buyer would be respblesi

Section 4.12. Accuracy of Representations and Warranties

No representation or warranty by Seller in this@gnent nor in any certificate or other instrumemnished or to be furnished to Buyer
pursuant hereto contains or will contain any unsiaement of a material fact or omits or will otoitstate a material fact necessary in order to
make the statements contained therein not mislgadin

Section 4.13. Conduct of Business

The thrift business of Seller, as conducted aCGffees, has been conducted in substantial comgpdiavith all material laws,
regulations, judicial writs, orders, and decregdliapble to such business, including, but not ledito, laws of the United States and the State of
lowa and rules and regulations of the Office ofifft8upervision and the Federal Deposit InsuranegGration, where any violation of such
laws, rules, or regulations would have a matendakase impact on such business.

Section 4.14. Zoning.

The premises occupied by the Offices to be purechhgeBuyer and the occupancy or operation thereabt in violation of any law or
any building, zoning, or other ordinance, coderegulation in such manner as to interfere withuke and occupancy thereof in the ordinary
course of business of Buyer.

Section 4.15. Environmental Compliance

To the best of Seller’'s knowledgéhe Offices and the operations thereof are in suitisi compliance with all Environmental Laws, ¢
such properties are not affected or threatenedipycandemnation or eminent domain proceeding. fi®mmental Laws,” as used herein, shall
mean all federal, state, and local laws, includitegutes, regulations, ordinances, codes, rulespter governmental restrictions and
requirements relating to the environmental or hdaas




substances, including, but not limited to, the Td&ubstance Act, the Clean Air Act, the Clean WAt the Resources Conservation and
Recovery Act of 1976, the Comprehensive EnvironmldReésponse, Compensation, and Liability Act of@,9@gulations of the Environmental
Protection Agency, regulations of the Nuclear Ratpry Agency, and regulations of the lowa Stateddpent of Natural Resources or lowa
State Environmental Protection Agency in effect ramvat any time prior to the Closing Date. Sellas and will prior to the Closing Date

(i) comply with all applicable Environmental Lawsthe Offices; (ii) provide to Buyer, immediatelpan receipt, copies of any correspondence,
notice, pleading, citation, indictment, complaimtiier, decree, or other document from any soursertisg or alleging a circumstance or
condition which requires or may require a cleanremoval, remediation, or other response by oherpart of Seller under Environmental Laws
at the Offices or which seek criminal or punitivenglties from Seller for an alleged violation of/eonmental Laws at the Offices; and

(i) advise Buyer, in writing, as soon as Sellecbmes aware of any condition or circumstance winakes the foregoing representation
incomplete or inaccurate.

Section 4.16. Accounting Records

The financial accounting records regarding thdttbrisiness of Seller conducted at the Officeswahith have been or will be provided
to Buyer have been or will be prepared in accordamith generally accepted accounting principlesa@died to thrift institutions, and do or will
present fairly the financial position and result®perations of the thrift activities of the Offiee
Section 4.17. Access to Offices

Until the Closing Date, Buyer shall have accessgasonable times mutually agreeable to SelleBaner, to the premises and books
and records of the Offices.

Section 4.18. Information Reports

Seller shall file with the Internal Revenue Sern(d&®S”), in a manner acceptable to the IRS, adjuieed informational reports,
including, without limitation, all Form 1099s, the extent interest was paid by Seller on DepositseaOffices which are transferred to Buyer
pursuant to this Agreement.

Section 4.19. Processing of ltems

Seller shall promptly process, and provide to Busigyporting documentation relating thereto, alloéise drafts and withdrawal orders
presented to Seller through the clearing proceamagdepositor accounts assumed by Buyer.

Section 4.20. Limitation of Representasiamd Warranties

Except as may be expressly represented or warrantbis Agreement, Seller makes no representatdmgarranties whatsoever with
regard to any assets being transferred to Buyanwliability or obligation being assumed by Bugeras to any other matter or thing.




ARTICLE V
REPRESENTATIONS AND WARRANTIES OF BUYER

Buyer hereby represents and warrants to Selleslsvs, which representations and warranties shakive the Effective Date for a
period of twelve (12) months:

Section 5.1. Corporate Organization

Buyer is an lowa banking corporation, duly orgadizehartered and validly existing under the lawthef State of lowa. Buyer has the
corporate power and authority to own the propetimiag acquired, to assume the liabilities beiagsferred and to effect the transactions
contemplated herein.

Section 5.2. No Violation.

Neither the execution and delivery of this Agreetmaor the consummation of the transactions contateg herein, will violate or
conflict with (i) the Articles of Incorporation @ylaws of the Buyer, (ii) any material provisionafy material agreement or any other material
restriction of any kind to which Buyer is a partylyy which Buyer is bound, (iii) any material st&tulaw, decree, regulation or order of any
governmental authority, or (iv) any material praerswhich will result in a default under, or cauke acceleration of the maturity of, any
material obligation or loan to which Buyer is atpar

Section 5.3. Corporate Authority

The Execution and delivery of this agreement, &edcbnsummation of the transactions contemplateziméhave been duly authorized
by the Board of Directors (or Executive Committe€Buyer. No further corporate authorization oa ffart of the Buyer is necessary to
consummate the transactions contemplated hereunder.

Section 5.4. Enforceable Agreement

This Agreement has been duly authorized, executddlalivered by Buyer and is the legal, valid amtling agreement of Buyer
enforceable in accordance with its terms, subethé receipt of all necessary regulatory approaatsexcept as enforcement may be limited by
bankruptcy, insolvency or other laws of generalligppility relating to creditors’ rights, or by geral equitable principles.

Section 5.5. No Brokers.
All negotiations relative to this Agreement and ttansactions contemplated hereby have been camidy Buyer and Seller, and there

has been no participation or intervention by amepperson, firm or corporation employed or engagedr on behalf of Buyer in such a manner
as to give rise to any valid claim against BuyeEeller for a brokerage commission, finder’s fedil@ commission.




ARTICLE VI
OBLIGATIONS OF PARTIES PRIOR TO AND AFTER
EFFECTIVE DATE

Section 6.1. Full Access.

Seller shall afford to the officers and authorizegdresentatives of Buyer, upon prior notice andesiitio Seller’s normal security
requirements, access to the properties, booksearuttds pertaining to the Offices in order that Buyay have full opportunity to make
reasonable investigations, at reasonable timeutitimterfering with the normal business and openatof the Offices, of the affairs of Seller
relating to the Offices. The officers of Sellealiurnish Buyer with such additional financialchoperating data and other information as to the
business and properties of the Offices, or whemneratise located, as Buyer may, from time to tireaspnably request and as shall be available,
including without limitation, information requirgdr inclusion in all governmental applications nesary to effect this transaction. Nothing in
this Section 6.1 shall require Seller to breach@wligation of confidentiality or to reveal any préetary information, trade secrets or marketing
or strategic plans. Records, including credit infation, relating to the Loans will be made avdadbr review by Buyer after the execution of
this Agreement.

Section 6.2. Applications for Approval to Effect Purchase of Assand Assumption of Liabilities

Buyer shall prepare and file applications requitgdaw with the appropriate regulatory authoriiesapproval to purchase the Assets
and assume the Assumed Liabilities, and to effeetliother respects the transactions contemplageein. Buyer shall use its best efforts to file
such applications by February 19, 2007, and tegs® such application(s) in a diligent manner Bayatl provide Seller with copies of all
applications materials, notices, orders, opinions, corresponelamcl other documents with respect to such regylétimgs, and shall use its
best efforts to obtain all necessary regulatoryraygds. Buyer shall promptly notify Seller uporcegt by Buyer of notification that any
application provided for hereunder has been dengsller shall provide such assistance and infdondab Buyer and shall make such regulatory
filings as shall be reasonably necessary on Seglpft for Buyer to comply with the requirementshta applicable regulatory authorities,
including, but not limited to any required notigegarding the closing of the Offices.

Section 6.3. Conduct of Business: Maintenance of Properties
(a) From the date the Agreement is signed until thedife Date, Seller covenants that it will:
(1) Carry on the business of the Offices substantiallhe same manner as on the date hereof, useaalbnable efforts

preserve intact its current business organizatimhpeserve its business relationships with depissitustomers and others having business
relationships with it and whose accounts will beaireed at the Offices; provided, however, that&8etkeed not, in its sole discretion, advertise or
promote new or substantially new customer seniitéise principal market of the Offices.




(2) Cooperate with and assist Buyer in assuring therbrdransition of the business of the Offices woyBr from Seller;
3) Maintain the Real Properties, furniture and equipnie its current condition, ordinary wear and teacepted; and

4) Create new deposit relationships only in a manpasistent with past practices and upon rates antsteonsistent
with rates and terms provided by competing finahaistitutions in the market areas served by thices.

(5) Seller retains all discretion as to the grantinglemial of credit in the making of any loans frdme Offices from and
after the date of Buyer’s last due diligence exantiom to and including the Effective Date and Bugleall not exercise any decision making
power or authority over Seller’s credit decisiopyvided, however, that with regard to any loareaston and any new loan which exceeds the
sum of Fifty Thousand Dollars ($50,000.00) and wébard to any Loan renewal (of a Loan to be pwgetidy Buyer) involving any
capitalization of interest, prior to committingntake, renew or amend the terms of any such LoaligrShall notify Buyer and provide Buyer
with access to the Lodile and other relevant information concerning thedit thus extended by Seller. Upon receipt ahsuwtice, Buyer sha
make a decision within two (2) business days dfteitime of notice to accept or reject any suchn,.@ad if accepted or not rejected within the
two (2) business days, the Loan shall be purchagé&lyer at the Closing. The loans rejected byduif made by Seller, shall be retained by
the Seller and shall not be included in the Loantgiaed pursuant to Section 1.4(a).

Section 6.4. No Solicitation by Seller

For a period of thirty-six (36) months after thddetive Date, Seller shall not (i) establish anpliag facility within a twenty (20) mile
radius of the Offices; or, (ii) solicit any custontd the Offices as of the Closing Date with whdrhas no other previously established banking
relationship at locations of the Seller other thian Offices; or, (iii) no advertising in Sac Cit9debolt or Lake View papers; provided, however,
these restrictions shall not restrict general nmaaings to the public or newspaper, radio or teliew advertisements of a general nature, not
targeting customers of the Offices, or otherwisavpnt Seller from taking such actions as may beired to comply with any applicable federal
or state laws, rules or regulations and providethér that not more than thirty (30) days afterdaée of this Agreement, Seller shall provide to
Buyer a list of customers of the Offices with whdrhas such a previously established banking klatiip at locations other than the Offices.
Seller covenants and agrees to use its best efocsmpletely purge its mailing and marketingslist all deposit and loan customers of the
Offices with whom it has no other previously esistiéd banking relationship, provided that Sellelishave the right to retain records
reasonably needed for tax or regulatory purposes.

Section 6.5. Further Actions

The parties hereto shall execute and deliver susthuiments and take such other actions as the péngr may reasonably require to
carry out the intent of this Agreement.




Section 6.6. Fees and Expenses

Buyer shall be responsible for the costs of alveys, and recording fees related to the Real Ptppemnd each party shall be responsible
for its own attorneys’ and accountants’ fees armqkeses and regulatory filing fees related to tiasdaction.

Section 6.7. Breaches with Third Parties

Nothing in this Agreement shall constitute an agreet to assign, or the assignment of, any matela@h, contract, license, lease,
commitment, sales order or purchase order or artgnabclaim of right or any benefit arising theneler or resulting therefrom, if an assignment
or attempted assignment thereof, without the cansfem third party thereto, would be in violatiohamy law or regulation, or would constitute a
breach thereof or materially affect the rights ofyBr or Seller thereunder; and any transfer ogassént to the Buyer or Seller of any material
property or property rights or any contract or &gnent which shall require the consent or approfzahg third party, shall be made subject to
such consent or approval being obtained.

Section 6.8. Insurance

On the Effective Date, Seller will discontinueiitsurance coverage maintained in connection wighQffices and the activities
conducted thereon. Buyer shall be responsiblalfonsurance protection for the Offices premised the activities conducted thereon
immediately following the Effective Date. Pendithg Closing, risk of loss shall be the responsipiif the Seller.

Section 6.9. Public Announcements

Except as is necessary to obtain the regulatoryoapfs contemplated by this Agreement, Seller angeB agree that, from the date
hereof, neither shall make any public announcermeptiblic comment regarding this Agreement or taegactions contemplated herein without
first consulting with the other party hereto andat@ng an agreement upon the substance and tifisuch announcement or comment. Further,
Seller and Buyer acknowledge the sensitivity of thinsaction to the Employees and no announcemn@ammunication with the Employees
shall be made without the prior approval of thee3el

However, the parties may make public announcengergquired by law or any governing regulatory badgluding but not limited to
the SEC, but only after making every effort to fiothe employees first.

Section 6.10. Further Negotiations

Each party recognizes and acknowledges that bettheetiate of this Agreement and the Effective Daseh will expend a great deal
time and expense in proceeding in good faith teekhe transaction. Accordingly, neither BuyeBSeHer will conduct, initiate or continue any
discussions or negotiations or enter into any wstdading, arrangement or agreement with any othety jpr entity in connection with the
matters set forth herein prior to the Effective ®at




ARTICLE VII
CONDITIONS TO BUYER’S OBLIGATIONS

The obligations of Buyer to complete the transaxgtioontemplated in this Agreement are conditiorahifulfillment, on or before the
Effective Date, of each of the following conditions

Section 7.1. Representations and Warranties True

The representations and warranties made by Selthis Agreement shall be true and correct in @terial respects on and as of the
Effective Date as though such representations ardanties were made at and as of such time, exoephy changes permitted by the terms
hereof or consented to by Buyer.

Section 7.2. Obligations Performed

Seller shall (i) deliver or make available to Buytense items required by Section 2.2 hereof agg¢iiform and comply in all material
respects with all obligations and agreements requdy this Agreement to be performed or complietth Wy it prior to or on the Effective Date.

Section 7.3. No Adverse Litigation

On the Effective Date, no Litigation shall be pexglor threatened against Seller which is reasonddaly to (i) materially and
adversely affect the business, properties andsasééte Offices, or (i) materially and adversaffect the transactions contemplated herein.

Section 7.4. Regulatory Approval

Each of Buyer and Seller shall have received akssary regulatory approvals of the transactioagiged in this Agreement, all
notices and waiting periods required by law to &gl have passed, no proceeding to enjoin, iaseohibit or invalidate such transactions
shall have been instituted or threatened, and angitions of any regulatory approval shall haverbet.

Section 7.5. List of Customers

The list of customers with whom Seller claims teda previously existing banking relationship aations other than the Offices wh
Seller shall deliver to Buyer pursuant to Sectidh&ove, shall be acceptable to Buyer in its nealsie discretion.

Section 7.6. Buyer's Due Diligence

The results of Buyer’s review oé thooks and records of the Offices relating toAksets to be acquired and the Assumed Liabilities,
shall be satisfactory to Buyer in its reasonabsermition.




ARTICLE VI
CONDITIONS TO SELLER’S OBLIGATIONS

The obligations of Seller to complete the transaxticontemplated in this Agreement are conditiargh fulfillment, on or before the
Effective Date, of each of the following conditions

Section 8.1. Representations and Warranties True

The representations and warranties made by BuybisrAgreement shall be true and correct in aliemal respects on and as of the
Effective Date as though such representations ardanties were made at and as of such time, exoephy changes permitted by the terms
hereof or consented to by Seller.

Section 8.2. Obligations Performed

Buyer shall (i) deliver or make available to Setlense items required by Section 2.2 hereof afgh¢iiform and comply in all material
respects with all obligations and agreements requdy this Agreement to be performed or complietth Wy it prior to or on the Effective Date.

Section 8.3. No Adverse Litigation

On the Effective Date, no action, suit or procegdihall be pending or threatened against Buyeriwisiceasonably likely to materially
and adversely affect the transactions contemplageein.

Section 8.4. Regulatory Approval

Each of Buyer and Seller shall have received akssary regulatory approvals of the transactioagiged in this Agreement, all
notices and waiting periods required by law to &gl have passed, no proceeding to enjoin, iaseohibit or invalidate such transactions
shall have been instituted or threatened, and angitions of any regulatory approval shall haverbet.

ARTICLE IX
LIQUIDATED DAMAGES

Section 9.1. Failure of Performance

Unless otherwise agreed in writing by the Sellet Bayer and provided that (i) the conditions to Bwger’s obligations as set forth in
Section 1.9 and Article 7 of this Agreement haverbgatisfied in all material respects, and (ii) ¢tbaditions to Seller’s obligations set forth in
Article 8 of this Agreement have been satisfiedlirmaterial respects; if either Buyer or Sellgther a “Breaching Party”) fails to complete the
transactions contemplated by this Agreement, sueladhing Party shall pay to the other party (eith&Kon-Breaching Party”)




the amount of Two Hundred Fifty Thousand Dollar85$,000) as liquidated damages, which payment beah lieu of all other remedies or
actions at law or in equity available to the Nore&ehing Party, and shall be entitled to obtain fuelgt for such amount against the Breaching
Party as permitted by law.

ARTICLE X
TERMINATION

Section 10.1. Methods of Termination

This Agreement may be terminated in any of theofeihg ways:

(a) By either Buyer or Seller, in writing five (5) daysadvance of such termination, if the Closing hasoccurred by June 30,
2007 but any such termination shall be subjectrticke 1X above if all conditions precedent to Bugeand Seller’s obligations have been
satisfied;

(b) At any time on or prior to the Effective Date by timutual consent in writing of Buyer and Seller;

(c) On the Effective Date, by Buyer, in writing, if teéligations set forth in Article VII of this Agregent shall not have been met
by Seller or waived in writing by Buyer;

(d) On the Effective Date, by Seller, in writing, ifeltonditions set forth in Article VIII of this Ageenent shall not have been met
by Buyer or waived in writing by Seller;

(e) Any time on or prior to the Effective Date, by Buyar Seller in writing if the other shall have bearbreach of the
representations or warranties in any material re@s@e if any such representation or warranty feehtmade on and as of the date hereof and on
the date of the notice of breach referred to belaws breach of any covenant or obligation comtaiherein, and such breach has not been cure
by the earlier of thirty (30) days after the giviofynotice to the breaching party of such breactherEffective Date; provided, however, that
there shall be no cure period in connection with lareach of Section 6.2 hereof, so long as sucadbreéy Buyer was not caused by any actic
inaction of Seller;

) By either Buyer or Seller in writing at any timeaeafany applicable regulatory authority has dewipgroval of any application
of Buyer for approval of the transactions contertgaleherein or such application has been withdraiter Buyer has in good faith met the
requirements of Section 6.2 hereof; or

(9) In accordance with the provisions of Section 1.&b&

Section 10.2. Procedure Upon Termination

In the event of termination pursuant to Sectiorl Itereof written notice thereof shall be givenhe other party, and this Agreement
shall terminate immediately upon receipt of such




notice unless an extension is consented to byahg paving the right to terminate. If this Agreemhis terminated as provided herein:

(a) Each party will return all documents, work papard ather materials of the other party, includingtolcopies or other
duplications thereof, relating to this transactismhgether obtained before or after the executioedfeto the party furnishing the same; and

(b) All information received by either party hereto wiespect to the other party (other than informmatidich is a matter of
public knowledge or which has heretofore been ghkl in any publication for public distributionfded as public information with any
government authority) shall not at any time be Use@ny business purpose by such party or disdlbgeany such party to third parties.

ARTICLE Xl
MISCELLANEOUS PROVISIONS

Section 11.1. Amendment and Modification

The parties hereto, by mutual consent of their dwithorized officers, may amend, modify and suppletthis Agreement in such
manner as may be agreed upon by them in writing.

Section 11.2. Waiver or Extension

Except with respect to required approvals of theliepble governmental authorities, either partywbitten instrument signed by a duly
authorized officer, may extend the time for thef@enance of any of the obligations or other actthefother party and may waive (i) any
inaccuracies in the representations and warraotietained herein or in any document delivered pamshereto, or (i) compliance with any of
the undertakings, obligations, covenants or otbts eontained herein.

Section 11.3. Assignment

This Agreement and all of the provisions hereofldt@binding upon, and shall inure to the benefitthe parties hereto and their
permitted assigns, but neither this Agreement ngrrights, interests or obligations hereunder sbalassigned by either of the parties without
the prior written consent of the other.

Section 11.4. Confidentiality.

Seller and Buyer covenant and agree that all infion received by either of them with respect @ Ithisiness of the other (other than
information which is a matter of public knowledgewhich has heretofore been published in any pabba for public distribution or which has
heretofore, or which is hereafter, filed as publformation with any governmental authority) shadkt at any time be used for any business
purpose or disclosed by such party to third persons




This covenant and agreement shall survive the commtion of the transactions contemplated herein.

Section 11.5. Addresses for Notices, Etc

All notices, requests, demands, consents and otlremunications provided for hereunder and underetaed documents shall be in
writing and mailed (by registered or certified madturn receipt requested), telegraphed, telebedelopied or personally delivered (with receipt
thereof acknowledged) to the applicable party atatidress indicated below:

If to Seller:

Benjamin Guenther
MetaBank

Erie at Fifth

Storm Lake, lowa 50588

Telephone: (712) 732-4105
Facsimile: (712) 732-7105
Email: bguenther@metabankonline.com

with a copy to:

Gary W. Armstrong

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

Storm Lake, 1A 50588-0278

Telephone: (712) 732-3538
Facsimile: (712) 732-7578
Email: mhgab@iw.net

If to Buyer:

Stephen D. Spotts
lowa State Bank
500 Audubon Street
Sac City, IA 50583

Telephone: (712) 662-4721
Facsimile: (712) 662-4950
Email: sspotts@scsbank.com




with a copy to:

Robert A. Mullen

Belin Law Firm

The Financial Center

666 Walnut, Suite 2000

Des Moines, |A 50309-3989

Telephone: (515) 243-7100

Facsimile: (515) 558-0715

Email: ramullen@belinlaw.com
Section 11.6. Counterparts

This Agreement may be executed simultaneously sdwmore counterparts, each of which shall be @ekeam original, but all of
which together shall constitute one and the sancerdent.

Section 11.7. Headings

The headings of the Sections and Articles of ttase&ment are inserted for convenience only and sbatonstitute a part of this
Agreement.

Section 11.8. Governing Law.
This Agreement shall be governed by, and constiuedcordance with, the laws of the State of lowa.

Section 11.9. Entire Agreement

This Agreement, the exhibits and attachments herepwesent the entire agreement between the paeieto respecting the matters
addressed herein and supersedes all prior or cpot@meous written or oral proposals, agreemergsifitiple, representations, warranties and
understandings between the parties.

Section 11.10. Expenses

Except as otherwise provided in this Agreementiegiél, accounting and other costs and expensesré@ttin connection with the
execution, delivery and performance of this Agreet@ad of the transactions contemplated hereby Badlorne and paid by the party incurring
such costs and expenses, and neither party shablligated for any cost or expense incurred byother party.

Section 11.11.  Severability.

If any provision of this Agreement is invalid orenforceable, the balance of this Agreement shalbie in effect.




Section 11.12.  Parties in Interest

Nothing in this Agreement, expressed or impliedniended or shall be construed to confer uponiva t any person (other than the
parties hereto, their successors and permittedragsand rights or remedies under or by reasohi®ftgreement, or any term, provision,
condition, undertaking, warranty, representatiadeimnity, covenant or agreement contained therein.

[SIGNATURE PAGE FOLLOWS]




IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed by their duly autteatiofficers as of the date
first written above.

SELLER
METABANK
ATTEST:
By: /s/ Sandra Heglan By: /s/ Benjamin Guenthe
Its: Senior Vice President of H Its: Presiden
BUYER
ATTEST: IOWA STATE BANK
By: /s/ Bill Hess By: /s/ Stephen D. Spot

Its: Chairman Its: President
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STOCK PURCHASE AGREEMENT

THIS STOCK PURCHASE AGREEMENT is made this 27 dajlovember, 2007, by and amoAiNITA BANCORPORATION , an
lowa corporation (“PurchaserMETA FINANCIAL GROUP, INC., a Delaware corporation (“Seller”), aMETABANK WEST
CENTRAL , an lowa state-chartered commercial bank (the kBaseller and the Bank are collectively refertecherein as the “Companies
and individually as a “Company.”

”

RECITALS
A. Seller is the record and beneficiaher of all of the outstanding shares of capitatktof the Bank (the “Shares”).
B. Seller desires to sell to Purchaser Rurchaser desires to buy from Seller all ofShares on the terms and conditions set
forth in this Agreement.
AGREEMENTS

In consideration of the Recitals and the mutuaéegrents set forth below, the parties agree asasilo
1. Definitions In addition to the terms defined elsewhere is thjreement, the following terms have the followmganings:

(a) The term “Affiliate” means with respido any Person, any other person or entity tirattly or indirectly controls, is
controlled by, or is under common control with, Iswther Person or entity.

(b) The term “Applicable Laws” meanslallvs, orders, and regulations, and all judgmergsisibns and orders of any
Governmental Authority in effect on the date herthaft are applicable to any Company.

(c) The term “Claim” means any claim (irding any product liability, malpractice or erramsomission claim), demand, cause of
action, investigation, inquiry, suit, action or &gadministrative, arbitrative or other proceeding

(d) The term “Code” means the Internal&aie Code of 1986, as amended.

(e) The term “Contracts” mean all contsacommitments, agreements (including agreementh& borrowing of money or the
extension of credit), leases or licenses to whith@mpany is a party or by which any company isriab

) The term “Data Conversion Costs” meall costs for the conversion of the Bank’s aot@acords from Fiserv to Precision
Computer Systems.




(9) The term “Derivative Transactions”ane any swap transaction, option, warrant, forvpanthase or sale transaction, futures
transaction, cap transaction, floor transactionatlar transaction relating to one or more curreaccommodities, bonds, equity securities, loans,
interest rates, credit-related events or conditmmany indexes, or any other similar transactionambination of any of these transactions,
including collateralized mortgage obligations dnestsimilar instruments or any debt or equity imstents evidencing or embedding any such
types of transactions, and any related credit suppallateral or other similar arrangements ralatesuch transactions.

(h) The term “Environmental Lawsieans all applicable federal, state and local lawss, regulations, codes and ordinances
binding determinations, orders, permits, licengganctions, writs, decrees or rulings of any Gewaental Authority, relative to or that govern
or purport to govern air quality, soil quality, vwatjuality, wetlands, natural resources, solid ja@sazardous waste, hazardous or toxic
substances, pollution or the protection of pub&alth, human health or the environment, includifitRCLA, the Hazardous Materials
Transportation Act (49 U.S.C. § 1801) the FederatéPollution Control Act (33 U.S.C. 8§ 1251, ef.3ethe Safe Drinking Water Act (42
U.S.C. § 300f, et seq.), the Resource ConservationRecovery Act (42 U.S.C. § 6901, et seq.), leaiCAir Act (42 U.S.C. § 7401, et seq.),
Toxic Substances Control Act (15 U.S.C. § 260%keet), the Federal Insecticide, Fungicide, and Ribclde Act (7 U.S.C. § 136, et seq.), and
the Occupational Safety and Health Act of 1970Y2S.C. 8§ 651, et seq.), as each of these lawsdfeat on the date hereof.

0] The term “FDIC” means the FederabbDsit Insurance Corporation.

0] The term “Governmental Authority” axes any federal, state, municipal, foreign, intéomel or other governmental
department, commission, board, court, bureau, ggenmstrumentality, or any arbitration panel demative dispute resolution body.

(k) The term “Hazardous Materials” meafisrazardous substances, as that term is defm&ERCLA, and any other individual
or class of pollutants, contaminants, toxins, cloatsi substances, wastes or materials in then,dajuid or gaseous phase, regulated under any
Environmental Law.

0] The term “Intellectual Property” nmesall of the rights arising from or in respectlod following: (i) patents; (ii) trademarks,
service marks, trade names, brand names, Inteonesid names and goodwill associated therewith;d@pyrights; (iv) all trade secrets,
inventions, technology, formulas, know-how, confitlal information, computer software programs apgligations, tangible and intangible
proprietary information or materials; and (v) gildications filed, applications to be filed, angjisgrations relating to any of the foregoing
clauses (i)-(iv) above.

(m) The term “IRS” means the U.S. InterRalvenue Service.
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(n) The term “Liens” means all mortgages;urity interests, title retention agreementsipop to purchase, rights of first refusal,
liens, easements, encumbrances, restrictions éwed btirdens of any nature whatsoever.

(0) The term “Material Adverse Effect” ares any change, circumstance or effect individualin the aggregate with all other
changes, circumstances and effects, that is orddoeireasonably likely to be materially adversthobusiness, operations, assets, liabilities
financial condition of the Bank, taken as a wholethe right or ability of any Company to consumenany of the transactions contemplated
hereby; provided, however, none of the followinglsbe deemed in themselves, either alone or inbdoation, to constitute a Material Adverse
Effect: (i) any changes in general United Stateglolbal economic, regulatory or political conditsogenerally and which do not have a
disproportionately adverse effect upon the Commai{ip any changes affecting the banking industrgeneral and which do not have a
disproportionately adverse effect upon the Compgre (iii) actions contemplated by the partiesdmnection with, or attributable to, the
announcement of this Agreement and the transactiontemplated hereby (including but not limiteddss of personnel, customers or suppliers
or the delay or cancellation of orders for products

() The term “Permits” means all licenggsrmits, approvals and certifications or simitams of any type necessary for the
conduct of the business of the Bank as currenthdaooted.

(q) The term “Permitted Liens” meandi@hs created by or resulting from the actions wfdRaser or entities affiliated with
Purchaser, (ii) statutory and contractual landl@s incurred in the ordinary course of businessstims [a] not yet due and payable or [b] b
contested in good faith, (iii) pledges or depositsde to secure any Company’s payment of workemnspemsation, unemployment insurance or
other forms of governmental insurance or benefit® @articipate in any fund in connection with \er's compensation or unemployment
insurance, in each case incurred in the ordinauwysenof business consistent with past practicg zéwing and similar restrictions on the use of,
and easements, restrictions, covenants, title tseefew similar encumbrances on, real propertydbatot impair the use of such real property
(other than of an inconsequential nature) or maltgrdetract from the value of such real propenpmi which such restriction or encumbrance
exists and that are not violated by existing strregt or land use, (v) liens for taxes not yet chek @ayable, (vi) statutory mechanic’s liens and
materialmen’s liens for services or materials andlar statutory liens for amounts not due and g ancident to construction and maintenance
of real property, and (vii) statutory liens of whoeisemen and carriers and similar statutory lieesisng obligations that are not yet due and
payable.

n The term “Person” means an individagpartnership, a limited liability company, agoration, an association, a joint stock
company, a trust, a joint venture, an unincorpatatganization or a Governmental Authority.

(s) The term “Related Party” means amg {5) percent or more shareholder of Seller, argctbr or officer of any Company, or
any Person related by blood or marriage to any peckon and who lives in the same household of Becbon.
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) The term “Seller's Knowledge” meghse current actual knowledge, after due inquiryalbbfficers of the Companies.

(u) The term “Taxes” means any and aléta charges, fees, levies or other assessmetltgliimg, without limitation, income,
gross receipts, value added, excise, real or pakgoaperty, sales, withholding, social securigtirement, unemployment, occupation, use,
service, service use, license, net worth, payfi@hchise, transfer and recording taxes, fees hacges, imposed by the IRS or any taxing
authority (whether domestic or foreign includingtheut limitation, any state, county, local or fignre government or any subdivision or taxing
agency thereof (including a United States possapsiwhether computed on a separate, consolidatétiry, combined or any other basis; and
such term shall include any interest whether paigoeived, fines, penalties or additional amoimisosed by the IRS or any taxing authority
attributable to, or imposed upon, or with respectny such taxes, charges, fees, levies or ofsgisaments.

(v) The term “Tax Returnsiieans any return (including any information returaport, statement, schedule, notice, form, oer
document or information filed with or submitted tw,required to be filed with or submitted to, @agvernmental Authority in connection with
the determination, assessment, collection or paywfeany Tax or in connection with the administatiimplementation or enforcement of or
compliance with any legal requirement relatingng dax.

(w) The term “Transaction Expenses” meamg liability or obligation of any Company or anfytbeir Affiliates for any
investment banking fees, financial advisory feeskbrage fees, commissions, finder’s fees, att@niees and expenses, accountants’ fees and
expenses or similar fees incurred by any Comparmpimection with the transactions contemplatechiz/Agreement. “Transaction Expenses”
shall not include Data Conversion Costs.

2. Purchase and Sale

2.01 Purchase and Sale of Shafsbject to the terms and conditions of this Agreet, on the Closing Date, Seller shall sell to
Purchaser, and Purchaser shall purchase from Sallef the Shares free and clear of all Liens.oAthe date of this Agreement, the number and
class of Shares and the stock certificate numlegnesenting such Shares owned beneficially andaafrd by Seller are listed on Schedule 2.01

2.02 Closing Subject to the terms and conditions of this Agrest, the closing of the purchase and sale of bizeeS
contemplated herein (the “Closingshall take place at the offices of BrownWinick L&ivm, on such date as is mutually acceptable tolirage!
and Seller (provided that the conditions to thesfeig contained in Sections 8, 9 and 10 below, lee:n met or waived) (the “Closing Date”).
Except as otherwise provided in this Agreementfdliare to consummate the purchase and sale pedviior in this Agreement on the date and
time and at the place specified herein will notenet any party to this Agreement of any obligatimaer this Agreement.
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2.03 Purchase Price

(a) Amount The purchase price for the Shares shall equditBijlion Four Hundred Seventy-Five Thousand Duila
($8,475,000) less the adjustments set forth ini@e@ 03(b) below (the “Purchase Price”).
(b) Adjustments to Purchase Price
0] Reduction for stale accounts andiateéd equipment in the amount set forth on Sche2lG&(b).
(ii) Intentionally omitted.

(iif) Any Data Conversion Costs incurred by Purarasn behalf of Seller or to be incurred by Purehas behalf of Seller in
association with this transaction in excess of G40,

(iv) In the event that Total Average Depogall below the levels set forth in Section 3.88 Purchase Price shall be
adjusted downward by an amount equal to six per@) of the shortfall. In the event Total Averdgeposits rise above the levels set forth in
Section 3.33, the Purchase Price shall not be @djugpward.

V) Any amounts payable pursuant to $ect.03(a)

(vi) Increased by $14,139.99 for Unearhrelirance Commissions adjustment

(vii) Reduction for value of Life InsuranBedemption of $141,477.

(c) PaymentThe Purchase Price shall be paid as follows:

0] $100,000 upon the execution of thggeement;

(ii) At Closing, Purchaser shall wire [8etthe balance of the Purchase Price.

The $100,000 payment is non-refundable, excepeiftgreement is terminated pursuant to subsectitiri¥l (a), (b) or (d) or section
10.05

2.04 Transaction Expensdsxcept as otherwise provided in this Agreemeatheparty to this Agreement will bear its respextiv
Transaction Expenses incurred in connection wighpiteparation, execution, and performance of tigigeAment and the transactions
contemplated hereby, including all fees and expepn$agents, representatives, counsel, and acatangeller will cause the Bank not to incur
any out-of-pocket expenses in connection with #gseement. In the event of termination of this Agreent, the obligation of each party to pay
its own expenses will be subject to any rightsumfsparty arising from a breach of this Agreemenabother party.
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3. Representations and Warranties héiSe Subject to the information disclosed on the disgte schedule to this Agreement (the
“Disclosure Schedule™as may be supplemented or amended in accordant¢heiterms of this Agreement, the Companies jpiautld severall
represent and warrant to Purchaser that:

3.01 Organization

(a) Seller is a corporation duly orgadizexisting and in good standing under the lawthefState of Delaware with full corporate
power and authority to own, lease, use and opésapeoperties and to conduct its business asciiiieently conducted. Except as set forth in
Schedule 3.01(g)Seller is not in default of any provision of @ertificate of Incorporation, By-laws or other agmeent relating to corporate
governance or organization. Seller is qualifiediddousiness in each jurisdiction where the natfiits @ctivities would require it to qualify,
except where the failure to qualify would not havielaterial Adverse Effect.

(b) The Bank is a duly organized anddhglexisting stateshartered bank with full requisite power and auitlgdo own, lease, us
and operate its properties and to conduct its lessimas it is currently conducted. Except as st forSchedule 3.01(h)the Bank is not in
default of any provision of its Charter, By-lawsather agreement relating to its governance orrorgéion. The Bank is qualified to do business
in each jurisdiction where the nature of its atidg would require it to qualify, except where fagure to qualify would not have a Material
Adverse Effect.

3.02 Authorization of Agreemen$ubject to approval of this Agreement and thesaations contemplated hereby by the
appropriate federal regulator or regulators andsti@eholders of Seller, each Company has all sapepower and authority to execute and
deliver this Agreement and each other agreemerteogsiated hereby to which such person is a paryt@consummate the transactions
provided for herein. Subject to approval of thiségment and the transactions contemplated herelbiyebghareholders of Seller, the execution
and delivery of this Agreement, and each otherexgent contemplated hereby to which such persopé&stg, by each Company and the
performance by them of the obligations to be penfmt hereunder and thereunder have been duly azekdoy all necessary and appropriate
action by the Board of Directors and shareholdéeach Company. This Agreement is, and each otrereanent and document to be executed
by any Company pursuant hereto, will be when seeateel, a valid and binding obligation of such Companforceable in accordance with its
terms, except that enforcement may be limited mkhgptcy, insolvency, reorganization, moratoriurotirer similar laws affecting creditors’
rights generally and by general equitable pringple

3.03 Conflicts; Consents and Approvalfie execution and delivery of this Agreement tredother agreements to be executec
delivered pursuant to this Agreement and the consation of the transactions contemplated herebytlaaeby do not and will not, with or
without the giving of notice or the passage of timanflict with, result in or constitute a breadefault, right to accelerate or loss of rights unde
or result in the creation of any Lien pursuanthe, terms or conditions of (a) any Company’s Ae#tCertificate of Incorporation or By-Laws;
(b) subject to approval of the appropriate fedexgllator or regulators, any law, rule,
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regulation, statute, order, judgment or decree Wwhity Company is a party or by which any Comparboisnd or affected; or (c) any material
contract, agreement, lease, license or instrunoewhtch any Company is a party or by which any Camypis bound or affected.

3.04 Capital StockSchedule 2.0%ets forth the number of the issued and outstargliages of the capital stock of the Bank ant
name of the holders thereof. All shares of theteaptock of the Bank are legally and beneficiallyned as set forth on Schedule 2. Gl
shares of the capital stock of the Bank: (a) atg dnd validly authorized and issued, fully paidiaron-assessable; (b) are not subject to, and
were not issued in contravention of, any preemptiveimilar rights pursuant to any provision of |ahe Bank’s Articles of Incorporation,
Charter, or any agreement, contract or other ofitigao which the Bank is a party or is subject] &0) were issued in accordance with all
applicable federal and state securities’ laws ab faws were in effect at the time of issuance.rétae no outstanding options, subscriptions,
warrants, puts, calls, agreements, understanditegs)s or other commitments or rights of any typlating to the issuance, sale or transfer of
securities or interests of the Bank, nor are tloeitstanding any securities which are convertible ar exchangeable for shares or equity intel
of the Bank.

3.05 Financial StatementSeller has furnished to Purchaser Financial Btates (as defined below) of the Bank. The Financial
Statements (including the related notes, whereigdgle) present (subject, in the case of the unedditatements, to audit adjustments normal in
nature and amount and the addition of customargs)dhe assets, liabilities, results of the openatiand changes in shareholders’ equity and
financial position of the Bank for the respectiwgipds or as of the respective dates therein stit;fand the Financial Statements (including the
related notes, where applicable, but subject,énctise of the unaudited statements, to audit akungs normal in nature and amount and the
addition of customary notes) have been preparedéonrdance with regulatory accounting guidelinesl@iding Appendix A to 12 CFR Part 225)
consistently applied by the Bank during the perimagslved, except as indicated in the financiatestaents. The books and records of the Bank
are true and complete in all material respectstevé been, and are being, maintained in accordaiticeapplicable legal and accounting
requirements. “Financial Statements” means (i) ©bdated Reports of Condition filed for the Banlkgb®ing with all reports filed on or after
January 1, 2005 through the date hereof; (ii) #taited balance sheet dated July 31, 2007 ancetated statements of operations, (including
related notes and schedules, if any) of the Bankhi® period ended as of such date; and (iii)ddsequently filed Consolidated Reports of
Condition filed by the Bank after the date her8dfe unaudited balance sheet of the Bank as of3yl2007 is referred to as thiedtest Balanci
Sheet”

3.06 Absence of Undisclosed Liabilitisxcept as set forth on Schedule 3.f@itere are no liabilities or obligations, direct o
indirect, absolute or contingent, known or unknoamany outstanding evidence of indebtedness grisirt of or relating to the Bank or its
business, except (a) as fully reflected or as §ipally reserved against on the Latest Balance Slfegliabilities incurred in the ordinary course
of business after the Latest Balance Sheet Datsjstent with the Bank’s prior practice, whichtlie aggregate, do not exceed $10,000 or resul
in any Material Adverse Effect; and (c) liabilities obligations (which are current)
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relating to Contracts, but in no event any liapibt obligation arising out of any breach, nonperfance or defective performance by the Bar
any Contract.

3.07 Absence of Certain Changéxcept as specifically contemplated by this Agreat and as set forth in Schedule 3.8ihce
the Latest Balance Sheet Date, there has not been:

(a) any Material Adverse Effect, or amget which reasonably could be expected to reswdtiMaterial Adverse Effect;

(b) any declaration relating to a disitibn or payment to any shareholder of Seller grdirect or indirect redemption,
repurchase or other acquisition by any Companygf&hares or the execution of any agreements twhpee or acquire any Shares, or the
issuance of any option, warrant or right to acqaing Shares;

(c) any transaction entered into or eariout by the Bank other than in the ordinary aswhilicourse of its business consistent
past practices;

(d) any borrowing or agreement to borfawds, or incurring of any other obligation or ligtly of any type, except those incurred
in the usual and ordinary course of the businesseoBank consistent with past practices, nor ha8Bank endorsed, assumed or guaranteed an
payment or performance of a loan or obligationrof ather entity;

(e) any material change in the accounpirgcedures or practices of the Bank or changéseimethod of application of those
procedures or practices;

) any mortgage or other encumbrancanyftype whatsoever imposed or agreed to be indbas®r with respect to the prope
or assets of the Bank;

(9) any disposition of any type whatsaesMeany of the properties, rights or assets ofBhak other than sales or dispositions in
the ordinary course of business;

(h) any loan, advance or equity investimeade by the Bank to any entity except in therads and usual course of business;

0] any modification or amendment of atierial Contract (as that term is defined in Sec8®0) other than in the usual and
ordinary course of business;

0] any labor dispute or disturbanceeadely affecting the Bank’s business operationsoadition (financial or otherwise),
including, without limitation, the filing of any pigon or charge of unfair or discriminatory labmactice with any governmental or regulatory
authority, efforts to effect a union representagdection, actual or threatened employee strikekwtoppage or slowdown;

(k) any damage, destruction or propesis] whether or not covered by insurance, in exae$5,000 to any single piece of
property or $15,000 in the aggregate; or




0] any payment or increase by the Bahtény bonuses, salaries, or other compensatianyehareholder, director, officer or
employee or entry into any employment, severancsinoilar Contract with any director, officer or playee, except for the normal and
customary merit raises that became effective Octbpb2007 and as disclosed to Purchase on Schadiie

3.08 Litigation Except for the matters described in Schedule 3.08

(a) the Bank is not a party to any pegdand to Seller’'s Knowledge, threatened, Clainmiresidhe Bank or challenging the
validity or propriety of the transactions contemgthby this Agreement nor is there any judgmentreks injunction, rule or order of any
Governmental Authority outstanding against the Bank

(b) to Seller's Knowledge, there is njirction, order, judgment or decree imposed uperBhnk or its assets; and
(c) there is no injunction, order, judgmer decree imposed upon the Bank with respetttedransactions contemplated by this
Agreement.

3.09 Brokerage and FindefFees Except for the engagement of Sandler O'Neill #tiRa's, L.P., neither the Seller, nor the Bank,
nor any of their respective directors, officereeorployees has incurred, or will incur, any brokerdmder’s or similar fee in connection with t
execution of this Agreement or the consummatiotheftransactions contemplated hereby which is tigation of the Bank. The Seller, and
not the Purchaser or the Bank, shall be solelydiédr any fees or other compensation due to San@l&leill + Partners, L.P.

3.10 Regulatory Matterd'he Bank is a state-chartered commercial bankefixas set forth on Schedule 3, Iither the Bank
nor Seller have received any written or oral infation or notice from any administrative or regufgitgovernmental agency that grounds do or
may exist for the issuance of any regulatory oesuigory order nor, to Seller's Knowledge, is Setiethe Bank aware of the existence of any
such grounds.

3.11 Environmental, Health and Safety Matiéixcept as set forth on Schedule 3.11

(a) The Bank is, and at all times hasbéefull compliance with, and has not been anddasin violation of or liable under, any
Environmental Law. The Companies do not have aystia expect, nor have the Companies or any étbeson for whose conduct the
Companies are or may be held to be responsiblé/egteany actual or threatened order, notice, belotommunication from (i) any
governmental body or private citizen acting in pblic interest, or (ii) the current or prior owrmroperator of any facilities of the Bank, of any
actual or potential violation or failure to compijth any Environmental Law, or of any actual orSeller's Knowledge, threatened obligation to
undertake or bear the cost of any liability relgtta compliance with Environmental Laws with redpecany of the facilities or any other
properties or assets (whether real, personal, xedhiin which the Bank has had an interest, or vapect to any property or facility at or to
which Hazardous Materials were generated, manuiedtu




refined, transferred, imported, used, or procebgethe Bank, or any other Person for whose contihast are or may be held responsible, or f
which Hazardous Materials have been transportedtdd, stored, handled, transferred, disposedcleztyor received.

(b) There are no pending or, to Sell&rewledge, threatened Claims, Liens, or other igf&ins of any nature, resulting from
any liability for violation of an Environmental Laar arising under or pursuant to any EnvironmehgaV, with respect to or affecting any of the
facilities or any other properties and assets (ldweteal, personal, or mixed) in which the Bank tvasad an interest.

(c) The Companies have no reasonable bagixpect, nor has any Company or any other Réasavhose conduct it is or may
be held responsible, received, any citation, divecinquiry, notice, order, summons, warning, tires communication that relates to Hazardous
Materials, or any alleged, actual, or potentialation or failure to comply with any Environmentaw, or of any alleged, actual, or potential
obligation to undertake or bear the cost of anyilii@es for violations of or arising under Envinmrental Laws with respect to any of the facilities
or any other properties or assets (whether readppal, or mixed) in which the Bank had an interesiith respect to any property or facility to
which Hazardous Materials generated, manufactuedthed, transferred, imported, used, or procegsetthe Bank, or any other Person for
whose conduct it is or may be held responsibleetimen transported, treated, stored, handled feraed, disposed, recycled, or received.

(d) The Bank, or any other Person for sehoonduct its is or may be held responsible, doekave any liabilities under
applicable Environmental Laws with respect to thelities or with respect to any other propertiad assets (whether real, personal, or mixe
which the Bank (or any predecessor), has or hddtarest, or, to Seller's Knowledge, at any propgeologically or hydrologically adjoining
the facilities or any such other property or assets

(e) To Seller's Knowledge, there are rezétdous Materials present on or in the environrattite facilities or at any
geologically or hydrologically adjoining properincluding any Hazardous Materials contained indlarrabove or underground storage tanks,
landfills, land deposits, dumps, equipment (whetheveable or fixed) or other containers, eithergerary or permanent, and deposited or
located in land, water, sumps, or any other patheffacilities or such adjoining property, or ingorated into any structure therein or thereon.
The Bank has not permitted or conducted, nor isSitléer or the Bank aware of, any hazardous agtoonducted with respect to the facilities or
any other properties or assets (whether real, patsor mixed) in which the Bank has or had anregeexcept in full compliance with all
applicable Environmental Laws.

) There has been no release or, tteBeKnowledge, threat of release, of any Hazasddaterials at or from the facilities or at
any other locations where any Hazardous Material®ewenerated, manufactured, refined, transfepredluced, imported, used, or processed
from or by the facilities, or from or by any othmoperties and assets (whether real, personaljx@dnin which the Bank has or had an interest,
or to Seller’s Knowledge, any geologically or hyldgically adjoining property, whether by the Baok,any other Person.
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(9) Seller has delivered to Purchaser &mid complete copies and results of any repdtdies, analyses, tests, or monitoring
possessed or initiated by the Bank pertaining teart#ous Materials or hazardous activities in, anyraer the facilities, or concerning
compliance by any Company, or any other Persowfarse conduct it is or may be held responsibld) ®itvironmental Laws, a list of all such
reports are set forth in Schedule 3.11

3.12 InsuranceThe Companies have been and are insured witlecespall aspects of their businesses in amourdsagainst any
risks sufficient to comply with applicable laws.ll8ehas provided Purchaser a true, correct andpbeten list of all policies of insurance covering
the business and operations of the Bank, andshedirectly states the name of the insurer, timeenaf each insured party, the type and amount
of coverage, deductible amount, if any, and th@rakpn date and premium amount of each policyard All such policies of insurance are
listed on_Schedule 3.12are currently in full force and effect and thenBdnas received no written notice of cancellatioteomination for any
such policy. All premiums due and payable on sumitigs of insurance have been paid.

3.13 Related Party Transactiosxcept as disclosed in Schedule 3.13 Seller's Knowledge, no present or former diveor
officer of any Company or five percent (5%) ownéseller has any financial interest, direct or nedt, in any vendor, client, or account of, or
other outside business which has transactions thighBank involving consideration in excess of $00,over any twelve month period, in the
aggregate. None of the Companies has any agreemanterstanding with any person associated wigmgployed by any of the Companies
which would influence that person not to remairoagged with or employed by the Bank after the @g®r from serving the Bank after the
Closing in a capacity similar to the capacity preseserved.

3.14 TaxesExcept as disclosed in Schedule 3.14

(a) The Bank is a “C” corporation for érdl income tax purposes. The Bank has filed dkfel and state income tax and
franchise tax returns required to be filed by i &was paid, or set up an adequate reserve forayraent of, all taxes required to be paid as sh
on such returns, and the most recent Financiat®ts reflect, and the future financial statemesiitgeflect, an adequate reserve for all taxes
payable by the Bank accrued through the date df Butancial Statements or future financial statetsieas the case may be. Any deferred tax
assets included in such statements shall be resioleer

(b) There is no pending examination by ltiternal Revenue Service (the “IRS”) or any staténg authority with respect to the
Bank, and Bank has not executed or filed with RS br any state taxing authority any agreementhwisistill in effect extending the period for
assessment and collection of any tax, nor is taeyedeficiency or refund pending or existing matedispute as to taxes. The Bank has not been
audited by the IRS.

(c) There is no lien for taxes upon teeeats of the Bank, except for statutory liens dges not yet delinquent or the validity of
which is being contested in good faith by apprdpria
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proceedings and, in either case, only if adequeterves therefor have been established on the lnddks Bank.

(d) The Bank is not a party to any actimproceeding by any governmental authority faeasment or collection of taxes and no
claim for assessment and collection of taxes has hsserted against it.

(e) The Bank has withheld from its empley and timely paid to the appropriate governmexgahcy proper and accurate
amounts for all periods through the date hereafi@erial compliance with all tax withholding proiaiss of applicable laws, including, without
limitation, income, social security and employmtnt withholding for all types of compensation.

) For the purpose of this Agreemehg term “tax” (including, with correlative meanirthe terms “taxes” and “taxable”) shall
include all federal, state, local and foreign ineymprofits, franchise, gross receipts, payrollesaémployment, use, personal and real property,
withholding, excise and other taxes, duties orsssents of any nature whatsoever, together witintaltest, penalties and additions imposed
with respect to such amounts.

(9) Any deferred tax assets of the BamdIde recoverable within a time period not toeedt five years.

3.15 Compliance with LawExcept as set forth in Schedule 3,Each of the Companies has complied, and is irptiance with
Applicable Laws. Each of the Companies has all Reri8chedule 3.1bsts all Permits, each of which is valid and itl farce and effect, and,
Seller's Knowledge, such status would be unaffebiethe Closing. To Seller's Knowledge: (a) nonelef Companies is in violation of any of
the Permits; and (b) there is no pending or thresteoroceeding which could result in the revocataamcellation or inability to renew any
Permit.

3.16 Intellectual Property

(a) Schedule 3.H#&ts forth a true and correct list of all InteliedtProperty used or owned by the Bank and anyeageat related
to such Intellectual Property.

(b) Except as set forth in Schedule 3.tt& Bank either owns or has the right to us¢heg are currently used (pursuant to a
valid, perpetual, fully paid license), the Intelieal Property used in connection with or necestatfie operation of its business, without
infringing on the proprietary rights or claimedhtg of any person. Except as set forth in Sche8ldlé, the Bank is not obligated to pay any
royalty or other consideration to any person inr@ation with the use of its Intellectual PropeByxcept as set forth in Schedule 3,¥® writter
or oral claim has been asserted against the Selthe Bank to the effect that such use of anylibdtial Property infringes the rights of any
person.
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(c) Except as set forth on Schedule 3.16

0] except with respect to license agrerts disclosed on Schedule 3dt®n Schedule 3.20the Companies have not
transferred or encumbered any of the Intellectuap€rty used in the Bank’s business in any way;

(ii) to Seller's Knowledge, the Bank hast infringed in any way the proprietary rightsasfy other person or entity;

(iii) the Intellectual Property used by the Bank@ subject to any pending or, to Seller's Knowledthreatened challenge,
investigation, proceedings, inquiries, reviews, alaims of infringement, unfair competition, or etltlaims of any entity; and

(iv) the Bank has not given any indemmifion against patent, trademark or copyright ifeéiment to any entity nor is t
Bank restricted by any third party because of dlggad infringement from using any of the IntellesitProperty the Bank uses in its business.

3.17 Bank AccountsThe Bank certifies that it has no bank accountafety deposit boxes, and no person has a pdvedtooney
with respect to the Bank.

3.18 Title to and Condition of PropertieSchedule 3.18ets forth all real property owned or leased byBhek and designates
whether such property is owned or leased. Excepttforth in Schedule 3.18he Bank has good and marketable title to, calalJeasehold
interest in, held free and clear of any Lien (exd@grmitted Liens), its assets and properties efyekind, tangible or intangible, wherever
located and now used in the present conduct blisiness. Seller, at its expense, shall promptigiotan abstract of title to the real property
continued through the date of this Agreement arigdetet to Purchases attorney for examination. It shall show merchblatditle in the Bank i
conformity with this Agreement, lowa law and thél@iStandards of the lowa State Bar Associatiore $hller shall make every reasonable
effort to promptly perfect title. All such propess are suitable for their current uses withoutatioty any Applicable Laws or any private
restrictions. Except as set forth_in Schedule 3@ financing statement under the Uniform Comnai€Ciode or similar law has been filed in
applicable jurisdiction naming the Bank or anytsfpredecessors, and the Bank is not subject tagraement or obligation authorizing any
party to file a financing statement of any sort. tAhgible personal property owned, leased or bgeithe Bank is suitable for the purpose or
purposes for which it is currently being used aad been maintained in all material respects inraecwe with the terms of any applicable lease
and no term of such lease will be materially afeldby the transactions contemplated by this Agreen8zhedule 3.18ets forth all tangible
personal Property that is subject to a lease.

3.19 Employee Benefit Plans

(a) Except as set forth_in Schedule 3th@ Bank is not a party to an “employee bendéihg as defined in Section 3(3) of the
Employee Retirement Income Security Act of 1974RIEA”) which (i) is subject to any provision of ERA and (ii) is or was at any time
maintained, administered or contributed to by tl@Bor any ERISA Affiliate (as defined
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hereafter) and covers any employee or former enggl@f the Bank or any ERISA Affiliate and under gththe Bank or any ERISA Affiliate
has any liability. These plans are referred toemtively in this Agreement as the “Employee Plafat purposes of this section, “ERISA
Affiliate” of any person or entity means any other persomiityevhich, together with that person or entitputd be treated as a single emplo
under Section 414(b), (c) or (m) of the Code, aris'affiliate,” whether or not incorporated, adided in Section 407(d)(7) of ERISA, of the
person or entity.

(b) Schedule 3.48entifies each employment, severance or othedairagreement, arrangement or policy and eachgian
arrangement (written or oral) providing for insucarcoverage (including any self-insured arranges)emorkers’ compensation, disability
benefits, severance benefits, supplemental unemm@oy benefits, vacation benefits, retirement bémefi for deferred compensation, profit-
sharing, bonuses, stock options, stock appreciatiarther forms of incentive compensation, or gesitement insurance, compensation or
benefits which (i) is not an Employee Plan; (iigistered into, maintained or contributed to, asctise may be, by the Bank or any of its ERISA
Affiliates; and (iii) covers any employee or formemployee of the Bank or any of its ERISA AffiliateThese contracts, plans and arrangements
as are described above, copies or descriptionk af which have been furnished or made availabtusly to Purchaser, are referred to
collectively in this Agreement as the “Benefit Amgements.” To the Best of Purchasers Knowledge Badlefit Arrangement has been
maintained in compliance with its terms and wituieements prescribed by any and all statutes,rerdeles and regulations that are applicable
to that Benefit Arrangement.

(c) Except as set forth in Schedule 3.ttre is no liability in respect of post-retireméealth and medical benefits for retired
employees of the Bank or any of its ERISA Affiliatether than medical benefits required to be caetinunder applicable law, determined using
assumptions that are reasonable in the aggregagethe fair market value of any fund, reservetheoassets segregated for the purpose of
satisfying such liability (including for such purges any fund established pursuant to Section 401 the Code). With respect to any Employee
Plans which are “group health plans” under Secti®B0B of the Code and Section 607(1) of ERISA Bhaek has complied with all
requirements imposed thereunder such that the Badlkts ERISA Affiliates have no (and will not incany) loss, assessment, tax penalty, or
other sanction with respect to any such plan.

(d) Except as set forth in Schedule 3.ttere has been no amendment to, written inteafioet or announcement (whether or not
written) by the Bank or any of its ERISA Affiliateslating to any Employee Plan or Benefit Arrangatnehich would increase the expense of
maintaining the Employee Plan or Benefit Arrangethadove the level of the expense incurred in resjoethe Employee Plan for the year en
immediately prior to the Closing Date.

(e) Other than as set forth in Schedul® 3the Bank is not a party to or subject to any eyplent contract or arrangement
(written or oral) providing for annual future conms&tion, or the opportunity to earn annual futwmpensation (whether through fixed salary,
bonus, commission, options or otherwise).
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) The execution of this Agreement aotisummation of the transactions contemplated getelmot constitute a triggering
event under any Employee Plan or any other emplayemntract, whether or not legally enforceableiclvi{either alone or upon the occurrence
of any additional or subsequent event) will or masult in any payment (of severance pay or othe)yvecceleration, increase in vesting, or
increase in benefits to any current or former pigodéint, employee or director of any Company othantan event that is specifically disclosed on
Schedule 3.19

(9) Any reference to ERISA or the Codeny section thereof shall be construed to inchilamendments thereto and applicable
regulations and administrative rulings issued theder.

3.20 ContractsSchedule 3.20sts all Contracts of the Bank (a) which eithesrad or in aggregate involve the payment or transfer
of property (alone or in aggregate with all othiemi&r contracts) equal to or excess of $10,00Dtghwhich any Related Party is a party; (c) to
which any person controlling, controlled by or undemmon control with any Related Party or form#icer or director of the Bank is a party;
(d) to which any employee, agent or consultanhefBank is a party; or (e) is not cancelable upatica of thirty (30) days or less without cost
or penalty. All such agreements (“Material Conts&care, with respect to those set forth in clausev@)d and binding on the parties thereto,
in full force and effect, and are enforceable inadance with their terms, and with respect to ¢hsxt forth in clauses (b), (c) and (d), are ih ful
force and effect, and are valid and binding on, emfdrceable in accordance with their terms agaihetBank, and the other parties thereto, i
cases except to the extent enforceability mayrbi#dd by (y) applicable bankruptcy, insolvency, atorium, reorganization, fraudulent
conveyance or similar laws governing creditorshtgor (z) general principles of equity, whethensidered in a proceeding at law or in equity.
Neither the Bank nor any other party to a Mate@iahtract is in violation of or in default nor hasything occurred which could reasona
constitute a default under a Material Contract.

3.21 Affiliated TransactionsSchedule 3.2fists all amounts in excess of $10,000 in the aggpepayable to the Bank by any
Related Party (“Related Party Receivables”) andmlbunts in excess of $10,000 payable by the Bauaky Related Party (“Related Party
Payables”gs of the date of this Agreement. The list incluthespayor, payee, amount, terms of repayment, niatiate and any set off rights
the payor of each Related Party Receivable and&kRarty Payable. Except as disclosed in Schédile to Seller's Knowledge no Related
Party has any financial interest, direct or indir@tany vendor, client, or account of, or othatside business which has transactions with, the
Bank.

3.22 No Conflict or DefaultOther than as set forth in Schedule 3.8% execution and performance of this Agreemgrddth
Company will not: (i) violate any Applicable Laws Bermits; (ii) create a lien, security intereseacumbrance of any nature whatsoever with
respect to the properties or assets of the Baniij)ogive any entity an interest or rights, inding rights of termination, acceleration or
cancellation, with respect to any of the propertiessets, Material Contracts or business of th&kBan
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3.23 Books and Record$he stock records books, minute books, and gdwards relating to the assets, properties, costeat
outstanding legal obligations of the Bank are catghnd correct and have been maintained in acooedaith good business practices.

3.24 Regulatory Matters

(a) The Bank is a state bank as insuyetthé FDIC and except as listed on Schedule 3t been in full compliance with all
rules and regulations governing such institutiotwept where such noncompliance would not indiviuat with all other instances of
noncompliance have a Material Adverse Effect. Ekesisted on Schedule 3.2the Bank is not in violation or breach of any\pson of such
rules and regulations, which violation or breach mot be remedied by the Closing.

(b) Except as listed on Schedule 3.@dither the Companies, nor their respective effior directors, is subject to any cease-and-
desist, written directive or other order issueddnyis a party to any written agreement, consergergent, memorandum of understanding or
written commitment with, or has adopted any boasblutions at the request of, any governmentafyethiat restricts the conduct of its business
or that in any manner relates to its capital adeguits credit policies, its management or its hass, nor except as listed on Schedule B4
any Company been advised by any Governmental Aiiyhiarwriting that it is considering issuing orqaesting any such regulatory restriction.

(c) The Bank has duly filed with all appriate governmental authorities in correct foriregborts required to be filed under the
rules and regulations governing such institutiong the Bank has made available to Purchaser aecanatcomplete copies of such reports.

3.25 Loans

(a) Schedule 3.2®ts forth an accurate description of all loansfake date hereof and as of the Closing Date ovinyethe Bank
or in which the Bank has an interest or for which Bank has issued a commitment (the “Loans”).

(b) All Loans comply with all Applicableaws, including but not limited to, applicable ugstatutes, underwriting and
recordkeeping requirements and the Truth in Lendiclg the Equal Credit Opportunity Act, and the Restate Settlement Procedures Act, and
other applicable consumer protection status andetpelations thereunder.

(c) All Loans have been made or acquingthe Bank in accordance with the approved loditigs of its Board of Directors and
all of such Loans are to Seller's Knowledge colldet except to the extent reserves have been mgaiest such Loans in the Financial
Statements. The Bank holds mortgages containdd Iaans portfolio for its own benefit to the extefiits interest shown therein; such
mortgages evidence liens having the priority inttideby their terms, subject, as of the date ofndation or filing, to such exceptions as are not
material to the collectability of such Loans. Afidicable remedies against all borrowers and guaararn connection with the Loans are
enforceable except as may be limited by bankruptsglvency, moratorium or other similar laws affeg creditors’rights and except as may
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limited by the exercise of judicial discretion ippying principles of equity. True, correct and queate copies of Loan delinquency reports as of
the date of this Agreement and the Closing Datpares by the Bank, which reports include all Lodaknquent or otherwise in default, are (or
will be with respect to such report as of the GigdDate) attached as Schedule 3.Except as set forth in Schedule 3,2hbject to any reserv
on the Financial Statements, all Loans are withr&dourse to the obligors and the Bank has takeaation which would result in a waiver or
negation of any rights or remedies available agdivesobligors or guarantors, if any, on any of teans.

(d) Each outstanding loan participatioldsy the Bank was sold with the risk of non-pawinef all or any portion of that
underlying loan to be shared by each participardifding the Bank) proportionately to the sharswth loan represented by such participation
without any recourse of such other lender or piaditt to the Bank for payment or repurchase ofain@unt of such loan represented by the
participation or liability under any yield mainteree or similar obligation. The Bank has properlfifed its contractual responsibilities and
duties in any loan in which it acts as the leadi&ror servicer and has complied in all materigpeets with its duties as required under
applicable regulatory requirements.

(e) The Bank has properly perfected aised to be properly perfected all security intexdins or other interests in any collat
securing any loans made by it.

)] Except as set forth on Schedule 3.2 Bank does not have properties which have emrssessed or otherwise acquired in
conjunction with a loan in default or at the tinfaraminent default.

(9) Each of the Companies is in compleawith all Applicable Laws pertaining to its or thkending activities, including, withot
limitation, the Truth-Inkending Act and Regulation Z, the Equal Credit Ojyooity Act and Regulation B, the Real Estate 8at#nt Procedurt
Act and Regulation X, the Fair Credit Reporting Abe Fair Debt Collection Practices Act, the Gdfif Foreign Asset Control rules and
regulations and all HUD, Ginnie Mae, Fannie Maedgiie Mac, other investor and mortgage insuranogeny requirements relating to the
origination, sale and servicing of mortgage andscomer loans.

(h) All United States Treasury securitigigligations of other United States Governmentagss and corporations, obligations of
States of the United States and their politicaldéuibions, and other investment securities clasdifis “held to maturity” and “available for sale”
held by the Bank as reflected in the Financiale3taants, were classified and accounted for in aecae with Statement of Financial Account
Standards No. 115 and the intentions of management.

3.26 DisclosureNo representation or warranty made by the Congzacontained in this Agreement (including any saked
exhibit or attachment hereto) contains or will @ntany untrue statement of material fact or omiita/ill omit to state any material fact required
to make the statements therein contained not niisiga
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3.27 Allowance for Loan Losses

To the best of Bank’s knowledge:

(a) The allowance for loan losses showithe Financial Statements is adequate to prowdariticipated losses inherent in loans
outstanding.

(b) The allowance for losses in real testavned, if any, shown on the Financial Statemisnts will be adequate to provide for
anticipated losses inherent in real estate owndtidBank and the net book value of real estateedvas shown on the most recent balance !
included in the Financial Statements is the falugaf the real estate owned in accordance witteBtant of Position 92-3.

3.28 Offices and ATMs Schedule 3.28ets forth the headquarters of the Bank (identidieduch) and, as of the date hereof, each
of the offices and automated teller machines (“ATMmsaintained and operated by the Bank (includimghout limitation, representative and
loan production offices and operations centers)thadocation thereof. Except as set forth on Suleed.28, as of the date hereof, neither the
Bank nor any Subsidiary maintains any other oficdTM or conducts business at any other locatéon the Bank has not applied for or
received permission to open any additional branabperate at any other location.

3.29 Derivative Transactionall Derivative Transactions entered into by thenR were entered into in accordance with applicable
rules, regulations and policies of applicable Gaowegntal Authorities, and in accordance with theestment, securities, commodities, risk
management and other policies, practices and puoes@mployed by the Bank, and were entered into egiunterparties who were believed at
the time to be financially responsible and ablariderstand (either alone or in consultation witkirtadvisers) and to bear the risks of such
Derivative Transactions; and the Bank has dulygreréd all of its obligations under the Derivativeiisactions to the extent that such
obligations to perform have accrued, and, to Ssliénowledge, there are no material breaches, titla or defaults or allegations or assertions
of such by any party thereunder. The Bank has adgmblicies and procedures consistent with theipatibns of applicable Governmental
Authorities with respect to their derivatives pragrs.

3.30 Trust PowersThe Bank does not presently maintain or exefrisst powers.

3.31 CRA, AntMoney Laundering, OFAC and Customer Informationu8ié¢ . The Bank has received a rating of “Satisfactamy”
its most recent examination or interim review wigspect to the Community Reinvestment Act (“CRAXcept as set forth in Schedule 3,31
the Bank has not been advised of in writing, oiSétler’'s Knowledge, is not aware of any factsiccumstances that exist, which would cause
the Bank: (i) to be deemed not to be in satisfgctempliance in any material respect with the CBRAd the regulations promulgated thereunder,
or to be assigned a rating for CRA purposes byrtdae state bank regulators of lower than “satisfey”; or (ii) to be deemed to be operating in
violation in any material respect of the Bank SegrAct, the Patriot Act, any order issued with msto anti-money laundering by the U.S.
Department of the Treasury’s Office of Foreign As<gontrol, or any other
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applicable anti-money laundering statute, ruleegutation (collectively, the “anti-money launderilagvs”); or (iii) to be deemed not to be in
satisfactory compliance in any material respecdhwit applicable privacy of customer informatioguieements contained in any federal and
state privacy laws and regulations, including withiimitation, in Title V of the Gramm-Leach-Blilefct of 1999 and the regulations
promulgated thereunder, as well as the provisidisesinformation security program adopted by tleBpursuant to 12 C.F.R. Part 570. The
Bank is not aware of any facts or circumstanceshiould cause it to believe that any moublic customer information has been disclosed
accessed by an unauthorized third party in a manhigh would cause it to undertake any remedidbacexcept for such facts or
circumstances, individually or in the aggregatewvasld not reasonably be expected to have a Matkdeerse Effect. The board of directors of
the Bank has adopted and implemented, an anti-mian@ylering program that contains adequate andpppte customer identification
verification procedures that comply with Sectior63# the Patriot Act and such anti-money laundepgrnggram meets, to Seller's Knowledge,
the requirements in all material respects of Sac3e2 of the Patriot Act and the regulations thedeu, and the Bank has complied in all mat
respects with any requirements to file reports e@theér necessary documents as required by the PAtti@nd the regulations thereunder.

3.32 Investment Management and Relatedvifies . Except as set forth in Schedule 3,3tbne of the Bank or its directors,
officers or employees is required to be registeliednsed or authorized under any Applicable Lavamainvestment adviser, a broker, dealer, an
insurance agency, a commodity trading advisernancodity pool operator, a futures commission merghamintroducing broker, a registered
representative or associated person, investmeigexdepresentative or solicitor, a counselingoeidfj an insurance agent or broker, a sales
person or in any similar capacity with a GovernragAthority.

3.33 Total Average DepositsTotal Average Deposits” of the Bank shall besktess of $28,000,000 on average for the last
complete month prior to Closing. “Total Average Dsits” shall be determined in the same mannera8#mk’s quarterly call reports.
Furthermore, the Total Deposit mix and Total Asaét shall not materially change from the date hétetil Closing. The “Total Average
Deposits” means total deposits less all of theofeihg: brokered deposits, internet deposits, ictanpany or Affiliate deposits.

3.34 Unauthorized Loan#ll unauthorized loans or other misappropriatiomsde by the former Bank employee who resigned on
August 3, 2007 are listed on the attached Sch&¥igie

3.35 Tier 1 CapitalTier 1 Capital as computed in accordance withilegry accounting standards without adjustment#&g
115, shall be in excess of the amount stated iduhe 30, 2007 call report filed by the Bank. Thigimum amount is $3,930,000.

3.36 Life Insurance Redemption. The redémnptf the life insurance policies set forth on &dthle 3.36, are (a) subject to being
redeemed for the amounts set forth on Schedule @Béhe forms for redemption of such policiesngieted in accordance with all appropriate
instructions) are as set forth on Exhibit C; andf(such forms are filed by the Bank within 10 mess days from the date of closing, the total
tax, tax penalty and interest, and redemption fees
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associated with such redemption shall not excee@uany circumstances $141,477. The Seller agogesld the Purchaser harmless from all
costs associated with the early redemption ofrtkarance polices (including but not limited to aay or early redemption penalties and
applicable interest or penalty) in excess of $141,4s well as any loss of interest incurred beiwhe exercise date of the redemption and the
receipt of the funds from the policy insurer, stibslich a gap occur.

3.37 As of July 31, 2007, the self-insupedtion of the health account reflected $14,42§ 0%surance Reserve Accountnd wa:
fully accrued and covered all costs, expenses kiithg associated with the health insurance foctmapany employees (and their family, if
applicable) as of such date.

4, Representations and Warranties oftiRiser. Purchaser represents and warrants to Seller that:

4.01 Corporate OrganizatioRurchaser is a corporation duly organized andilyatxisting under the laws of the State of lowa.
Purchaser has all requisite power and requisiteoaily to own, operate and lease its respectivegnties and carry on its respective businesses
as now conducted.

4.02 Authorization of AgreemenPurchaser has all requisite power and authasigxecute and deliver this Agreement and to
consummate the transactions provided for hereie.é)ecution and delivery of this Agreement by Paseh and the performance by it of the
obligations to be performed hereunder have begnalithorized by all necessary and appropriate m¢tyoPurchaser. The execution and deli
of this Agreement and the other agreements to bewted and delivered pursuant to this Agreementl@donsummation of the transactions
contemplated hereby and thereby do not and willwith or without the giving of notice or the pagsaof time, conflict with, result in or
constitute a breach, default, right to acceleratess of rights under, or result in the creatidmuay Lien pursuant to, the terms or conditions of
Purchases charter documents, any law, rule, regulationustaorder, judgment or decree or any contraceegent, lease, license or instrun
to which Purchaser is a party or by which Purchaséts business or assets are bound or affectdd.Agreement is, and each other agreement
and document to be executed by Purchaser purseegtbtwill be when so executed, a valid and bindibligation of Purchaser enforceable in
accordance with its terms except that enforcemexyt Ine limited by bankruptcy, insolvency, reorgaticaa moratorium or other similar laws
affecting creditors’ rights generally and by geheguitable principles.

4.03 Consents and ApprovaExcept for any approvals, consents or filinguresf by the appropriate federal regulator or
regulators, Purchaser’s execution, delivery orgranaince of this Agreement does not and will notinegany consents or approvals of, filings
with, or action by any third party.

4.04 DisclosureNo representation or warranty made by Purchassated in this Agreement (including any schedeieibit or
attachment hereto) contains or will contain anywmsstatement of material fact or omits or will oioi state any material fact required to make
the statements therein contained not misleading.
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5. Covenants and Agreements of Purchd®erchaser hereby convenants and agrees that:

5.01 Record Retentior-or a period of five years following the ClosiDgte, Purchaser agrees to maintain in a reasonably
accessible place the books and records deliverddeb@€ompanies hereunder, to provide Seller angfesentatives reasonable access to such
books and records during normal business hoursaprbvide copies of such books and records teBell its representatives. Purchaser agrees
to notify Seller prior to disposing of any such ke@nd records before the five year period spetHierein and, upon request made within 60
days after receipt of such notice, to deliver siebks and records to Seller at Seller's expense.

5.02 Efforts to PerformPurchaser shall use all commercially reasondbbete to satisfy the covenants set forth in théxton 5
and in Section 7 and the conditions precedentostit in Sections 8 and 9 of this Agreement in aetirand expeditious manner.

6. Covenants and Agreements of Sell&eller hereby covenants and agrees that:

6.01 Notice Seller shall give Purchaser prompt written notitga) any changes in any of the information edmd in the
representations and warranties made in SectioreBewhere in this Agreement or the attached sdbgdvhich occurs at or prior to the Closil
(b) the occurrence of any event which will resafthas a reasonable prospect of resulting, in &h&tAdverse Effect or in the failure to satisfy
a condition specified in Section 8 or 10; or (cy aotice or other communication from any third perslleging that the consent of such third
person is or may be required in connection withtthesactions contemplated by this Agreement.

6.02 Access Prior to Closingrom the date hereof through the Closing Dak Gbmpanies shall afford Purchaser and its
representatives reasonable access during normiakissshours, and in a manner so as not to inteirfeary material respect with the normal
operations of the business of the Bank, to the mesnproperties, personnel, representatives, mesty books and records (including tax
records), contracts and documents of or pertaitirije Bank and its business and such other additioformation with respect thereto as
Purchaser shall from time to time reasonably reiques

6.03 Indemnification

(a) Seller covenants and agrees to indfgrRnirchaser against, and to hold Purchaser hasifem, any and all claims, losses,
damage, fines, penalties or liabilities, and afitsand expenses (including without limitation ceeble legal fees), incurred by the Purchaser or
the Bank resulting from, related to or arising ofit(i) any breach of any of the representationstranties, covenants or agreements made by the
Companies in or pursuant to this Agreement, onnschedule, exhibit, certificate, financial stag) or other document attached to this
Agreement or delivered pursuant to the terms af Agreement; (i) failure of the Seller to perfoemy covenant, agreement, obligation or
undertaking made by or imposed upon them pursahis Agreement or any exhibit or other documetatched to this Agreement or delivered
pursuant hereto; (iii) any
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claim against the Shares of the Bank sold hereufiggany claim arising out of or in connectiontlvihe any agreements by and between the
Seller or the Bank and Cecorp, Inc related to thelBs telephone banking services or otherwiseafy) fraudulent or unauthorized loan
originated by the employee terminated on Augu&0®7, or any claim or cause of action by such eggdagainst the Bank or (iv) to the extent
that any additional provision is added to the lasge Reserve Account after 7/31/07, the purchase ghall be adjusted downward on a dollar-
for-dollar basis, to the extent of any such additiothtoreserve and to the extent that the Bank ¢@utcessor) incurs any health insurance ¢
expenses or claims in connection with the Bankétih@@surance plan or plans related to claims agisin or prior to closing, which are not
properly reserved in the Health Insurance Reseneént at closing, the Seller shall indemnify aottlithe bank and Purchaser harmless for all
such costs, expenses or claims.

(b) Purchaser covenants and agrees @rinidy Seller against, and to hold Seller harmfess, any and all claims, losses,
damages, fines, penalties or liabilities, and adits and expenses (including without limitationseeable legal fees), incurred by the Seller
resulting from, relating to, or arising out of: &y breach of the representations, warrantie®rawts or agreements made by the Purchase
pursuant to this Agreement, or any schedule, ektabrtificate, financial statement or other docuiregtached to this Agreement or delivered
pursuant to the terms of this Agreement; or (iiljufe of the Purchaser to perform any covenantagent, obligation or undertaking made by or
imposed upon them pursuant to this Agreement, pieahibit or other document attached to this Agreetor delivered pursuant thereto.

(c) All representations, warranties, ao@s, agreements and obligations of the Compamiésr this Agreement and any
schedule, exhibit, certificate, financial statemenother document attached to this Agreement liveted pursuant hereto shall survive the
Closing Date.

(d) Purchaser shall provide written netic Seller of any claim for which Purchaser idtkrtt to or may seek indemnification
within 90 days of discovery by Purchaser of suelinel Such notice shall state the nature of therckad the amount of the claim. Failure to ¢
such notice within 90 days of discovery by Purchaesuch claim shall in no way abrogate or dintintise Seller’s obligations under this
Section if Seller has or receives knowledge ofekistence of any such claim by any other meangsarch failure does not materially prejudice
the Seller’s ability to defend such claim.

(e) Except for claims arising out of s&a$ 3.01, 3.02, 3.04, 3.36, 3.37, 4.01, 4.02, &ri@ 7.04 which shall survive until the
expiration of the applicable statute of limitations claim may be made after twenty-four (24) mertave elapsed from the Closing Date. In the
event that any such claim is made within the pibedrtwenty-four (24) month period, the indemniating to such claim shall survive until
such claim is resolved. Claims not made within stnamty-four (24) period shall cease and no indeyrstiall be made therefore.

) In the event that any person ortgmbt a party to this Agreement shall make a dafr@rclaim, or file or threaten to file any
lawsuit, which demand, claim or lawsuit may resulany liability, damage or loss to one party herettthe kind for which the party is entitled
indemnification, then, after written notice is pid&d by the indemnified party to the indemnifyinary of such demand, claim or lawsuit, the
indemnifying party shall have the option, at itsttand
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expense, to retain counsel for the indemnifiedyptardefend any such demand, claim or lawsuithtngvent that the indemnifying party shall
fail to respond within seven (7) days after receiptuch notice of any such demand, claim or latysuen the indemnified party shall retain
counsel and conduct the defense of such demarnuah cfdawsuit as it may, in its discretion, deeroger, at the cost and expense of the
indemnifying party. In effecting the settlementaofy such demand, claim or lawsuit, an indemnifiadypshall act in good faith, shall consult
with the indemnifying party, and shall enter intdyosuch settlement as the indemnifying party shpfirove. (The indemnifying partyapprove
will be implied if it does not respond within tehQ) days of its receipt of the notice of such setint offer).

6.04 Conduct of Businesrom the date of this Agreement through the @lpsind other than actions contemplated by this
Agreement or necessary to consummate the transaat@ntemplated hereby, the Bank shall condutiissness in the ordinary course and
consistent with its past practices including butlimited to compliance with the Bank’s internahténg policy and procedures, including
standards of creditworthiness, security requiresiantl lending limits; the Bank shall have continteedharge off loans in accordance with
sound banking practices; the Bank shall have coatrto operate and price deposit offerings in ageable manner as it has done over time in
the ordinary course of business; and the Sellead save used their best efforts to operate andgpue the business, assets, liabilities and
organization of the Bank. Without limiting the geality of the foregoing, the Companies shall naffgen or fail to take any action that would
be reasonably likely to result in a breach or \iolaof Section 3.07 of this Agreement, and thdesglcovenant and agree with the Purchase
from the date hereof until the Closing, the Ban#lishiot, without the written consent of Purchaseexcept as set forth on Schedule 6.03

(a) declare or pay any dividends or mahg distributions to its shareholders in cash d«irid;

(b) make any capital expenditures exaep82,000 that are not made in the ordinary coof$eisiness or necessary to maintain
existing assets in good repair;

(c) make or permit any change in its tatock or capital structure;

(d) increase any salaries or other be&nadiemployees or pay any bonuses, except fandhmal and customary merit increases
that became effective October 1, 2007 as set forthe Schedules attached hereto;

(e) increase the current levels of emplegt level beyond the existing Full Time EquivalehiL2, provided however that the
Seller shall consult with the Purchaser prior fgaeing any such employee;

) acquire or dispose of material assgher than in the ordinary course of business;

(9) extend or renew loans or advanceteidil sums to a borrower whose loans, in wholeqrart, have been classified or listed
as special mention, or included on a problem ockwvést, by any regulatory authority or the Bank;
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(h) make loans other than in accordanitie sound management practices;

0] Intentionally omitted;

0] sell investment securities priombaturity;

(k) purchase investment securities, ekfmfederal funds without Purchaser’s prior cartse

0] acquire or agree to acquire, by nreggr consolidating with, or by purchasing a sahstl equity interest in or a substantial

portion of the assets of, or by any other manmgy,kaisiness or any corporation, partnership, aationi or other business organization or
division thereof or otherwise acquire any assdaterahan in connection with foreclosures, settlet®én lieu of foreclosure or troubled loan or
debt restructurings or in the ordinary course dfibeiss consistent with past practices;

(m) take any action that is intended oy memsonably be expected to result in any of psasentations and warranties set forth in
this Agreement being or becoming untrue in any nteespect;

(n) other than activities in the ordinagurse of business consistent with past pradilé,lease, encumber, assign or otherwise
dispose of, or agree to sell, lease, encumbegrassiotherwise dispose of, any of its assets, gait@s or other rights or agreements;

(o) other than in the ordinary coursda$iness consistent with past practice, incur adghbtedness for borrowed money or
assume, guarantee, endorse or otherwise as an maxtation become responsible for the obligationsnyf other individual, corporation or ott
entity;

(9) file any application to relocate erminate the operations of any of its banking effic

Q) incur any indebtedness for borrowezhay or assume, guaranty, endorse or otherwise asammodation become
responsible for the obligations of any other per&xeept for (i) in connection with banking transaigs in the ordinary course of business; or
(i) short-term borrowings (including refinancintfeereof) made at prevailing market rates and temnsistent with prior practice; or
(iii) interbank borrowings made in the ordinary ceeiof its banking business;

n compromise or otherwise settle guatdany assertion or claim of a material deficieirctaxes (or interest thereon or penal
in connection therewith), extend the statute oftitions with any tax authority or file any pleadim court in any tax litigation or any appeal
from an asserted deficiency, or file or amend awpine or other material federal, foreign, stateoal tax return, or make any material tax
election that is inconsistent with Seller’s curremt election practices or that concerns a magiéo avhich Seller has no current tax election
practice;
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(s) make any investment by purchaseaxfksor securities (including an Investment Seclyritpntributions to capital, property
transfers or otherwise in any other Person;

) amend, modify or renew any Bank Cacit or enter into any agreement or contract thatlvbe required to be a Contract
disclosed hereunder;

(u) make, acquire a participation inf@acquire an interest in a participation sold af; bban, commitment to make a loan or
other extension of credit;

v) grant any employee a severance payordnonus in connection with said employee’s teation.
(w) agree to do any of the foregoing.
6.05 Efforts to PerformThe Companies shall use all reasonable efforsatisfy the covenants set forth in this Secti@m@ in

Section 7 and the conditions precedent set forBeictions 8 and 10 of this Agreement in a timely expeditious manner.

6.06 Exclusivity In consideration of the substantial expenditafeime and expense to be undertaken by Purchaseminection
with the consummation of the transactions conteteglay this Agreement, for a period ending on thdier of (a) March 30, 2008, (b) the
termination of this Agreement, (c) the date (i) ¢haser or one of its Affiliates submits a noticelite appropriate federal regulator or regulators
withdrawing its application to acquire control b&tBank or (ii) the appropriate federal regulatoregulators notify Seller, the Bank, Purchaser
or one of Purchaser’s Affiliates in writing thaethppropriate federal regulator or regulators moll approve the application to acquire control of
the Bank filed by Purchaser; or (d) the Closing, @ompanies shall deal exclusively with Purchas#r mespect to the sale of the Shares, the
business of the Bank, or of the issuance of théyequerests of, or any assets or propertiesha,Bank. In addition, during such time period,
Seller shall not, and shall direct the Companiéficers, directors, financial advisors, accountaattorneys, and other Affiliates (collectively,
together with the Company, the “Company Groupido (a) solicit submissions of proposal or offeri any person or entity other than
Purchaser relating to any acquisition or purchdsel @r any part of the equity interests, assetgroperties of the Bank, the sale or issuance of
any equity interests of the Bank or any entity fedy the Bank or any Affiliate of the Bank to wihiany of the equity interests or any assets or
properties of the Bank may be contributed, or amygar or consolidation of the Bank or of any enfitymed by the Bank or any Affiliate of the
Bank to which any of its business, assets or ptaggemay be contributed (each an “Acquisition Psgd9; or (b) participate in any discussions
or negotiations regarding, or furnish any inforroatto any person or entity other than Purchasestl@rwise cooperate in any way or assist,
facilitate, or encourage any Acquisition Proposahhy person or entity other than Purchaser; pemjitiowever, nothing herein shall prohibit
any director of any Company from exercising hiser fiduciary duties with respect to any unsolidieequisition inquiries.

6.07 Approval of Shareholder8s promptly as practicable after the executiothis Agreement, Seller shall obtain valid and
effective written consents in lieu of a meetinglu
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holders of the minimum number of shares of Selleagital stock required to approve this Agreemeit the transactions contemplated by this
Agreement (in either case, the “Shareholder ApdfpvBeller shall use its commercially reasonalfferts to solicit and secure the Shareholder
Approval.

6.08 Removal of Loang’rior to the Closing, Seller shall cause all basted on Exhibit Ao be sold at face value (including all
principal and accrued interest). In addition, Pasgr shall have the right to inspect and reviewoats and other credit commitments purchased
or initiated by the Bank on or after 8/31/07 (tfRost Due-Diligence Loans”). Purchaser shall haeeitht to notify the Seller in writing ten
(10) days prior to the closing of those Post DuligBince Loans that it deems unacceptable (in is @od absolute discretion) and the Bank and
Seller shall cause such unacceptable loans beasédde value (including all principal and accrimgrest) on or prior to the Closing. No loans
will be made during the ten (10)-day period primciosing.

6.09 Life Insurancelntentionally Omitted

6.10 NorSSolicitation. From and after the Closing Date until the secamaiversary of the Closing Date, Seller shall dotctly or
indirectly, (1) solicit, induce or influence to gjrany individual who is employed by the Bank (ott&an_Gene Richardsgras of the Closing
Date;provided, howevethat neither Seller nor its affiliates shall behploted from hiring or otherwise employing any sustividual who shall
not have been specifically solicited for such ergpient by Seller or its affiliates, (2) solicit, ince or influence, or attempt to solicit, induce or
influence, any banking business of any borrowedegositor of the Bank as of the Closing Datevided, howevethat neither Seller nor its
affiliates shall be prohibited from accepting umstéd business from any such borrower or custoofi®ank, or (3) establish@e novdoranch o
other banking office in any of the following couegi Adair, Guthrie, Madison, Greene and that portibDallas Counties that is west of
Highway 169. From and after the Closing Date uh# second anniversary of the Closing Date, Pusshesall not, directly or indirectly
(including through the Bank), (1) solicit, induceiofluence to hire, any individual who is employiegl Seller as of the Closing Datepvided,
howeverthat neither Purchaser nor its affiliates shalpbzhibited from hiring or otherwise employing anych individual who shall not have
been specifically solicited for such employmentfwrchaser or its affiliates, or (2) solicit, indweinfluence, or attempt to solicit, induce or
influence, any banking business or any borrowetemositor of the Seller or its affiliates (includiMeta Bank) as of the Closing Dapepvided,
howeverthat neither Purchaser nor its affiliates shalpbehibited from accepting unsolicited business framy such borrower or customer of
Seller or its affiliates.

6.11 Bank Merger and Data Processing Cainer Seller agrees to cause the Bank to take suabnaa$i is necessary and
appropriate to merge the Bank with and into Puretiasubsidiary bank, Rolling Hills Bank & Trusmmediately after the consummation of the
purchase. Furthermore, until such time after clpsis the Bank can convert its data processingtoviie Purchaser’s Data Processing system,
the Seller agrees to continue to provide to thekB@nexisting data processing services upon theesgrms and conditions and prices as the
Seller currently provides such services; providedéwer that the Seller shall not be required tosjgi® such data processing services more than
90 days after closing.
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6.12 2007 Tax Returns and Tax Paymemte Seller shall cause the Bank to file its 208Wa Franchise Tax return for the period
ended September 30, 2007, and corresponding lotv@peeating loss carrybacks amendments to prior lyemnchise Tax Returns to use all
available loss carry backs and apply for refundeneipossible. Such Franchise Tax Returns shalldzbdrior to the closing date. At closing the
Seller, Bank and Purchaser shall examine the tesuats between the Seller and the Bank to deteraypeopriate accrual to be applied at
closing. After agreement by the Parties of the pra@zcrual of both federal and state income arfddachise taxes (in a manner consistent with
GAAP, except that no asset shall be recorded foalfsanchise tax refunds unless those refundsepr@rted on franchise tax returns filed pric
the closing date), the Seller and the Bank shafisfer funds to bring the inter company federalazorual account to -0- at closing. For example,
if the Seller owes the Bank an amount equal to $l@Dat closing for excess payment or tax benefiesl by the Company, the Company would
pay to the Bank $100,000 prior to closing. Furthemen if the Bank owed the Company $75,000 at ctpfom accrued taxes payable, the Bank
will pay $75,000 to the Company prior to closing.

7. Covenants of Both Partie€ach party hereby covenants and agrees that:

7.01 Confidentiality

(a) Subject to Section 7.02, no partylisitaany time directly or indirectly copy, dissemate or use, for such parsydpwn benefit ¢
the benefit of any third party, any informationtthas been disclosed in confidence by the othedy faConfidential Information”), regardless of
how the Confidential Information was acquired, gotder the disclosure or use of the Confidentidbimation: (x) upon the advice of counsel
required by law or legal process or (y) authorizedriting by the party that owns the Confidentialormation. The parties may disclose each
other’s Confidential Information to their respeetiresponsible officers, directors or employeedéctiely, “Employees”) with dona fideneed-
to-know, but only to the extent necessary to catrythe purpose for which the Confidential Inforinatwas disclosed. The parties each agree to
instruct all such Employees not to disclose suchfidential Information to third parties, withoutelprior written permission of the party
disclosing such Confidential Information. Each parees to comply with all applicable laws, indhglwithout limitation, the Gramm-Leach-
Bliley Act of 1999, in connection with disclosingyConfidential Information. Notwithstanding anythito the contrary contained in this
paragraph, Confidential Information does not ineliformation: (i) generally available to the pehdither than as a direct or indirect result of a
disclosure by a party in violation of this Agreemidi) that is already in the receiving party’sgsession at the time of the disclosing party’s
disclosure of such Confidential Information, excapta result of the receiving party’s or any thgedty’s breach of a legal obligation; (iii) that
becomes known to the party through disclosure biycss other than another party having the legat tig disclose such information; or (iv) is
independently developed by the party without refeeeto or reliance upon the Confidential Informatiewhere the burden of proof will be on the
party to demonstrate independent development ftemviitten records. Each party acknowledges tHatfahe Confidential Information is and
shall remain the exclusive proprietary propertyhef party that discloses it, whether or not disetbs connection with this Agreement.

27




(b) If this Agreement is terminated, ugba written request of the disclosing party, theeiving party shall return to the
disclosing party, within ten days, all Confidentiaformation and all copies thereof whether in imgtor other tangible form. Where impractical
to return copies, such copies shall be destroyathifsuch ten-day period, an affidavit of the rigg®y party shall be delivered to the disclosing
party attesting to the return and destruction b€ahfidential Information.

(c) Each party acknowledges and agrestsréimedies at law for a violation or attemptedation of any of the obligations in this
Section 7.01 would be inadequate and would causeetfiate irreparable harm to the other parties,agmndes that in the event of any such
violation or attempted violation, each party isited to a temporary restraining order, temporargt permanent injunctions, and other equitable
relief, without the necessity of posting any bomghimving any actual damage, in addition to alleothights and remedies which may be
available.

7.02 Announcemenio party to this Agreement will issue any predease or make any other public disclosures comggethe
transactions contemplated hereby or the termsi®ftireement without the prior written consentlod bther parties. Notwithstanding the above,
nothing in this Section 7.02 will preclude any pdrom making any disclosures required by law aressary and proper in conjunction with the
filing of any tax return or other document requitede filed with any governmental entity.

7.03 Efforts; Consents and Approvals

(a) GeneralEach party shall use its commercially reasonefftets to take all actions promptly and do alhtjs necessary,
proper or advisable to perform as required by Agjieeement, including, without limitation, using attmmercially reasonable efforts to cause the
satisfaction of all conditions set forth in this rikgment for which the party is responsible as smoreasonably practicable and to prepare,
execute, acknowledge or verify, deliver, and file additional documents, and take or cause toles tdne additional actions, as any party may
reasonably request to carry out the purposes entif this Agreement.

(b) Consents; Approval3he parties each will cooperate with one ano#imer will use all commercially reasonable efforts to
prepare all necessary documentation to effect ptigraph necessary filings and to obtain all necegseermits, consents, approvals, orders and
authorizations of or any exemptions by, all Persams$ Governmental Authorities necessary to consumtha transactions contemplated herein.
Each party hereto will keep the other parties loeagprised of the status of any inquiries madaiohgarty by any Governmental Authorities or
members of their respective staffs with respethi®Agreement or the transactions contemplatedhyer

7.04 TaxesThe following provisions shall govern the alldoatof responsibility as between Seller and Pureh&s certain Tax
matters following the Closing Date:

(a) PreClosing and Posflosing Taxes Seller shall indemnify Purchaser and hold it Hass from and against any loss, claim,
liability, expense, or other damage attributablaltaraxes, or the nonpayment thereof, of the Blanlall taxable periods ending on or before the
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Closing Date and the portion through the end ofGlesing Date for any taxable period that includeg,does not end on, the Closing Date (“Pre-
Closing Tax Period”). Purchaser shall, and shalseaBank to, indemnify Seller, hold it harmlessrirand against any loss, claim, liability,
expense, or other damage attributable to all Taxethe nonpayment thereof, of the Bank for albtale periods ending after the Closing Date
and the portion including after the Closing Datedny taxable period that includes, but does ngirbeith, the Closing Date (“Pos$ttosing Tax
Period”). In the case of any taxable period thalides, but does not end on, the Closing Date ff@¢iflle Period”), the amount of any Taxes
based on or measured by income or receipts of #mk Bor the Pre-Closing Tax Period, or any perspnaperty or real estate Taxes, shall be
determined based on an interim closing of the ba@sksf the close of business on the Closing Dadetla@ amount of other Taxes of the Bank

a Straddle Period that relates to the Pre-ClosargHeriod shall be deemed to be the amount of SagHor the entire taxable period multiplied
by a fraction, the numerator of which is the numisfedays in the taxable period ending on the Clp&hate, and the denominator of which is the
number of days in such Straddle Period.

(b) Responsibility for Filing Pe&tlosing Tax ReturnsPurchaser shall prepare or cause to be prepatkfil@or cause to be file
all Tax Returns for the Bank that are filed aftee Closing Date (other than income Tax Returns veifipect to periods for which a consolidated,
unitary or combined income Tax Return of Selledlshalude the operations of the Bank and any satgatompany lowa returns required to be
filed for the Bank for the tax period ending atb@fore the Closing Date. Purchaser and Seller shalperate fully, as and to the extent
reasonably requested by the other Party, in coiomesiith the filing of Tax Returns pursuant to tiiection and any audit, litigation or other
proceeding with respect to Taxes. Such cooperatiafi include the retention and (upon the othetyParequest) the provision of records and
information that are reasonably relevant to anyhsudit, litigation, or other proceeding and makémgployees available on a mutually
convenient basis to provide additional informatéord explanation of any material provided hereunéarchaser and Seller shall (A) retain all
books and records with respect to Tax mattersrgartito the Bank relating to any taxable periodirggg before the Closing Date until the
expiration of the three year (3) statute of limaat(and, to the extent notified by Seller or Pasdr, any extensions thereof) of the respective
taxable periods, and to abide by all record retengigreements entered into with any taxing autytcaitd (B) give the other Party reasonable
written notice prior to transferring, destroying,discarding any such books and records and, ibther Party so requests, Purchaser or Seller, a
the case may be, shall allow the other Party te dssession of such books and records.

8. Conditions Precedent to Both Parfi#sligations. The respective obligations of each party to A&gseement to consummate and ef
the transactions contemplated by this Agreemerit Baaubject to fulfillment at the Closing of eaghthe following conditions:

8.01 No Action No action or proceeding before any Governmehtghority shall be pending or threatened wherejndgment,
decree or order would restrain, prohibit or invatelany of the transactions contemplated by thie&ment or cause the contemplated
transactions to be declared unlawful or rescinded.
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8.02 Corporate ActionAll corporate action necessary to authorize ttexation and delivery of this Agreement and consation
of the transactions contemplated by this Agreernmatiding, without limitation, that the Agreememiadl have been validly approved and
adopted by the affirmative vote of the holders afi@ority of the outstanding shares of the capitatk of Seller entitled to vote thereon and
whose approval is required under applicable law.

8.03 Government Approvalé&ny governmental or other approvals or reviewhid Agreement or the transactions contemplate
this Agreement required under any Applicable Lasvednsummate the transactions contemplated byAtinsement have been received,
including, without limitation, the approval of tlappropriate federal regulator or regulators todih@nge in ownership of the Bank, without the
imposition of any condition to that approval whigbuld have a material adverse effect on Purchasetherwise render consummation of the
transactions contemplated by this Agreement undutgensome to Purchaser (as determined in Pur¢hasasonable discretion).

8.04. Assignment of Right®rior to the Closing of the transactions contextga herein, the Bank shall assign to the Sellef als
right, title and interest in all loans, presenpast, made to entities set forth on Schedule &®dct Seller represents and warrants that saics|
(a) are associated with Dan Nelson, Louis Pearlamatior Stuart Car Wash, Inc.; and (b) were writt#rfrom the Banks books prior to June 30,
2007). The assignment shall include but not betdichto insurance settlements and other recoveoieglensation. The form and substance of
such assignment shall be mutually agreeable totbetiseller and Purchaser.

9. Conditions Precedent to Séfié@dbligations The obligations of Seller under this Agreemea, at the option of Seller, subject to the
fulfillment at the Closing of each of the followirmgpnditions:

9.01 Accuracy of Representations and Wéigan The representations and warranties of Purclwseained in this Agreement
shall be true and correct in all respects as ofithe immediately prior to the Closing as thoughdean and as of such time (other than those
representations and warranties that address matigras of a particular date or with respect gpecific period of time, which need only be true
and correct as of such date or with respect to paciod), except where the failure or failures bsach representations and warranties to be so
true and correct, either individually or in the aggate, do not create a material adverse effebtn@gpect to Purchaser. Notwithstanding the
foregoing, the provisions of Section 4.01 and 4B&ll be true and correct in all respects.

9.02 PerformancePurchaser shall have performed in all materigeets all of its obligations and shall have coetpln all
material respects with all agreements and covemagtsred by this Agreement to be performed or deedpwith by it on or before the Closing
Date.

9.03 Officels Certificate. Purchaser shall have furnished a certificaatedithe date of the Closing and signed by a duly
authorized officer of Purchaser certifying that deaditions set forth in Sections 9.01 and 9.02Haeen fulfilled.
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9.04 ConsideratiorPurchaser shall have at or prior to the Closieliydred or caused to be delivered to Seller thesidy Cash
Payment in accordance with Section 2.03(c) above.

9.05 Deliveries on or Prior to ClosinBurchaser shall have delivered the following doeents at or prior to the Closing:

(a) certified copies of resolutions adapby the Board of Directors of Purchaser authogizhe purchase of the Shares in
accordance with this Agreement and compliance thighterms hereof;

(b) a certificate of status or good stagdas applicable, for Purchaser issued by thalBecretary of State dated within one w
of the Closing Date;

9.06 Other Document®urchaser shall have delivered to Seller sucaratbcuments as Seller may reasonably requestfpope
of (a) evidencing the satisfaction of any conditieferred to in section 9; or (b) otherwise faatiihg the consummation or performance of an
the transactions contemplated by this Agreement.

10. Conditions Precedent to PurchiasBbligations The obligations of Purchaser under this Agreeraestat the option of Purchaser,
subject to the fulfillment at the Closing of eadtthe following conditions:

10.01 Accuracy of Representations and WaeanThe representations and warranties of the Corepartintained in this
Agreement shall be true and correct in all respastsf the time immediately prior to the Closingfasugh made on and as of such time (other
than those representations and warranties thaessldnatters only as of a particular date or ont vaspect to a specific period of time, which
need only be true and correct as of such datetbrrespect to such period), except where the fidurfailures of all such representations and
warranties to be so true and correct, either inldiglly or in the aggregate, do not create a Mdt&daerse Effect. This Section 10.01 shall give
effect to any additions, deletions or other modifions to the Disclosure Schedule that may be dezlun any supplemental Disclosure Schedule
delivered by the Companies to Purchaser durindinhe between the execution of this Agreement arddtosing if (a) such additions, deletions
or other modifications were accepted in writingRyrchaser; (b) such additions, deletions or othatifications do not, together with any other
breaches of the representations and warrantigeed€dompanies contained in this Agreement, indiMigia in the aggregate, create a Material
Adverse Effect; or (c) the Closing occurs. Notwittmling the foregoing, the provisions of Sectior®33.02, 3.33, 3.35, 6.08, 6.09 and 6.10
shall be true and correct in all respects.

10.02 PerformanceThe Companies shall have performed in all mategispects all obligations and shall have compheall
material respects with all agreements and covemaqtsred by this Agreement to be performed or deedpvith by them on or before the
Closing Dateprovided, howevem breach of Section 6.01 hereof shall not constiduibasis for asserting a failure of satisfactibthis
Section 10.02 unless such breach was willful.
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10.03 Material Adverse EffectSince the date hereof, a Material Adverse Efféetl not have occurred.

10.04 Officels Certificate Purchaser shall have received a certificate sidpyea duly authorized officer of each Company
certifying that all of the conditions in Section3.Q1, 10.02 and 10.03 have been satisfied.

10.05 Due Diligence The Purchaser shall complete its due diliggeggew of the relationship of the Bank with its doyees,
customers, facilities and equipment within 20 dafyghe date of this agreement, which review shalsatisfactory to Purchaser in its sole
discretion. Additionally the Purchaser shall haviety (30) days to perform environmental due ditlige on the Bank’s properties, which review
shall be satisfactory to Purchaser in its solerditan. If the Purchaser determines not to proceitid this transaction as a result of such due
diligence, the Purchaser shall deliver notice ahtaation to the Seller on or prior to the expioatiof the time periods set forth above and neither
party shall have any liability pursuant to this Agment.

10.06 Deliveries on or Prior to ClosingThe Companies, as applicable, shall have deld/er caused to be delivered to Purchaser
the following documents at or prior to the Closing:

(a) Purchaser shall have received afwate executed by Seller which shall (i) attaatopy of resolutions of the Board of
Directors and minutes of the shareholders meetirf®etler authorizing Seller to enter into and canmate this Agreement and the transactions
contemplated hereby, certified to be true and comad (i) attach current good standing certiésafior each Company from the jurisdiction in
which such Company is incorporated.

(b) Seller shall have delivered to Pusdrall stock certificates evidencing the Shardg eéndorsed in blank or accompanied by
stock powers duly endorsed in blank, in proper féontransfer, and with any required stock transtamps affixed.

(c) Seller shall have delivered to Pusdraa resignation duly executed by each of thettirs of the Bank.

(d) Seller shall have delivered a waiaed release, duly executed by Seller, waiving Hlir@s it may have against the Bank and
each of its officers and directors in a form andstance reasonably acceptable to Purchaser.

(e) Purchaser shall have received ani@piof Seller’s legal counsel, in the form and sahse of Exhibit Battached hereto.
10.07 Other Document$®urchaser shall have received such other docsnasrPurchaser may reasonably request for the geigd

(i) evidencing the satisfaction of any conditiofereed to in this Section 10; (ii) vesting in Puasker good and marketable title to the Shares free
and clear of all Liens; or (iii) otherwise facilitag the consummation or performance of any oftthesactions contemplated by this Agreement.
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11. Termination and Waiver

11.01 TerminationThis Agreement may be terminated as follows:

(a) by mutual written consent of each @any and Purchaser;
(b) by Purchaser:
0] if any condition set forth in Seatid 0 of this Agreement has not been satisfied avedain writing (if capable of

waiver) and the satisfaction of such condition besome impossible, unless the failure to satisGhsiondition is due to a material breach of
Agreement by Purchaser;

(i) if any representation or warranty aeaby the Companies is discovered to be or to baeeme untrue, incomplete or
misleading and such breach (a) would result irfailere to satisfy the condition set forth in Sectil0.01 hereof and (b) if capable of cure,
remains uncured for a period of thirty (30) daytemhotice of such breach; or

(i) if a Company shall have breached onenore agreements or covenants contained irAinisement in any respect
and such breach (a) would result in the failureatisfy the condition set forth in Section 10.02¢loé and (b) if capable of cure, remains uncured
for a period of thirty (30) days after notice othilbreach.

(c) by Seller:
0] if any condition set forth in Seati® of this Agreement has not been satisfied ovedhin writing (if capable of

waiver) and the satisfaction of such condition besome impossible, unless the failure to satisGhsiondition is due to a material breach of
Agreement by a Company;

(ii) if any representation or warrantyaeeby Purchaser is discovered to be or to haverbeamtrue, incomplete or
misleading and such breach (a) would result irfailere to satisfy the condition set forth in Secati9.01 hereof, and (b) if capable of cure,
remains uncured for a period of thirty (30) daytemfotice of such breach; or

(i) if Purchaser shall have breached onenore agreements or covenants contained irAtiiisement in any respect and
such breach (a) would result in the failure tosfatihe condition set forth in Section 9.02 herewfd (b) if capable of cure, remains uncured for a
period of thirty (30) days after notice of suchdirke.

(d) by either Purchaser or Seller:

0] if any condition set forth in Seati® of this Agreement has not been satisfied aag#tisfaction of such conditions
has become impossible, unless the failure to gatisth condition is due to a breach of this Agresinby the party seeking termination;
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(ii) if the Closing has not occurred arbefore April 30, 2008, unless the failure of Glesing to occur on or before st
date is due to a breach of this Agreement by thty gaeking termination;

(i) if the Board of Directors of Selldn accordance with its fiduciary duties receivad accepts another Acquisition
Proposal pursuant to the terms of Section 6.06 @laod such Acquisition Proposal was received andped by Seller's Board of Directors
prior to approval of this Agreement by the shardam of Seller in accordance with Section 6.07 abov

11.02 Effect of Terminationin the event of a valid termination of this Agmeent as provided in Section 11.01 of this Agreement
this Agreement shall forthwith become void and ¢hehall be no liability or obligation on the paftRurchaser or the Companies, or their
respective officers, directors or owners or Affifig; provided, however, that the provisions of ®east7.01, 7.02, this Section 11.02, and
Section 12 shall remain in full force and effecti@hall survive any termination of this Agreememtguant to this Section 11; provided further
that nothing herein shall relieve a party from liipfor a breach of this Agreement prior to suehmination.

12. Miscellaneous

12.01 Amendment and Severabilifijhis Agreement may be amended only by a writtggeement of the parties hereto. If any
provision, clause or part of this Agreement ordpelication thereof under certain circumstancekeld invalid, the remainder of such provision
and this Agreement, or the applications of eaclvipion, clause or part under other circumstandesl] sot be affected thereby.

12.02 Waiver The failure of Purchaser or Seller to insistaimy one or more instances, upon performance obéthe terms or
conditions of this Agreement, shall not be constras a waiver or relinquishment of any rights gedritereunder or the future performance of
any such term, covenant or condition.

12.03 Notices Any notice to be given hereunder shall be deegineh and sufficient if in writing, when personadglivered, or
three days after being deposited in the U.S. mastage prepaid, by Registered or Certified maiyloen deposited with Federal Express, Ur
Parcel Service, or Airborne Express for deliveryolgrnight mail, or when sent by facsimile actuadigeived by the receiving facsimile
machine,

in the case of the Seller or the Bank, to:

Meta Financial Group, Inc.
Attention: Benjamin R. Guenther
121 East Fifth Street

Storm Lake, IA 50588

Fax: (712) 749-7502
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with a copy to: Gary Armstrong
Mack Hansen Gadd Armstrong Bro\
316 East Sixth Stre:
Storm Lake, 1A 5058:
Fax: (712) 73-7578

and, in the case of Purchaser

Anita Bancorporatiol
Attention: Chuck Edward
1307 East Seventh Stre
Atlantic, IA 50022

Fax: (712)24-1423

with a copy to: BrownWinick Law Firm
Attn: John D. Hunte
4500 Westown Parkway, Suite 2
West Des Moines, IA 502-6717
Facsimile No. (515) 3:-8520

or to such other address as Sellers or Purchasedesignate by notice to the other given in acaocdawith this Section 12.03.

12.04 Benefit This Agreement shall be binding upon and inurthéobenefit and burden of and shall be enforcelapkne parties,
and their successors and permitted assigns. Thisefigent may not be assigned by any party with@aitlitten consent of the other parties.
Except as provided in Section 5.03 above, no pemsbm@ party to this Agreement shall be entitledny rights of enforcement or otherwise
under this Agreement.

12.05 Specific Performancén the event of any controversy concerning thgats or obligations under this Agreement, suchtsigh
obligations shall be enforceable in a court of 8ghby a decree of specific performance. Such rensb@yl, however, be cumulative and
nonexclusive and shall be in addition to any otieenedy which the parties may have.

12.06 Dispute Resolutiormhis Agreement shall be governed by the law$efS3tate of lowa and the Federal laws of the United
States without giving effect to any rule or prowisithereof which would cause the application ofl#tve of any other state. Any controversy,
claim or dispute arising hereunder or related loesbtll be heard in any court located in the Un8&ates District Court for the Southern District
of lowa. Each of the parties hereby consents tb gurgsdiction and waives any claim of inconveniémum.

12.07 CounterpartsThis Agreement may be signed in any number ohtaparts, and the signatures delivered by teleceagh of
which shall be an original, with the same effecifdlse signatures thereto and hereto were uposahge instrument and delivered in person.
Signatures delivered by facsimile or in portablewoent format (“pdf’) shall be binding for all purges hereof.
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12.08 Entire Agreemenfhis Agreement (including the schedules and ethikferred to herein which are hereby incorpatdg
reference) and the other agreements executed aimealtisly herewith constitute the entire agreemktiteoparties with respect to the subject
matter hereof and supersede all prior agreemendieratandings, and negotiations, written and betlveen the parties with respect to the
subject matter of this Agreement. Except as expliset forth herein, neither this Agreement noy arovision hereof is meant to confer upon
any person other than the parties hereto any rightsmedies hereunder.

12.09 CaptionsThe captions included herein are included forvemence of reference only and shall not be consdla the
construction or interpretation hereof.

12.10 ConstructionEach party having participated in the negotiatiad preparation of this Agreement and having bepresente
by counsel of its choosing, there shall be no prggion that any ambiguities herein be construednagany particular party. When a reference
is made in this Agreement to sections, exhibitsatredules, such reference shall be to a section@fthibit or schedule to this Agreement unless
otherwise indicated. The table of contents andceslicontained in this Agreement are for referemcpgses only and shall not affect in any way
the meaning or interpretation of this Agreement.enéver the words “include,” “includes” or “includgjhare used in this Agreement, they shall
be deemed to be followed by the words “without tation.”

IN WITNESS WHEREOF, the parties have executedAlgireement as of November 27, 2007.
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PURCHASER:
ANITA BANCORPORATION

BY /s/ Charles N. Edwarc

(signature;

Director / Treasure

(title)

Charles N. Edward

(print name)

THE BANK:
META BANK WEST CENTRAL

BY /s/ |. Eugene Richardson, .

(signature’

Presiden

(title)

I. Eugene Richardson, .

(print name)
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SELLER:
META FINANCIAL GROUP, INC.

BY /s/ James S. Haa

(signature’

Chairmar

(itle)

James S. Haal

(print name)
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Change is not merely necessary to life — it is life
ALVIN TOFFLER

LET'S FACE IT. LIFE CHANGES. AND SO DOES BUSINESS. THAT IS WHY META FINANCIAL GRUP IS DEDICATED TO
CHANGE. CHANGING THE WAY PEOPLE PAY. CHANGING THE WY BUSINESSES MANAGE MONEY. CHANGING THE WAY
PEOPLE BANK. CHANGE FOR THE BETTER. THAT IS WHAT MR IS ABOUT.

COMPANY STRUCTURE

META FINANCIAL GROUF, ING®

COMPANY PROFILE

Headquartered in Storm Lake, lowa, Meta Financiaup, Inc. (Meta) (trading symbol: “CASH”) is a $&illion bank holding company for
MetaBank, MetaBank West Central, and Meta Trust @amy. Its primary businesses are providing payraehitions nationally through its Me
Payment Systems (MPS) division and marketing démpdsians and other financial services and productseet the needs of its commercial,
agricultural and retail customers in its bank meskMeta shares are traded on the NASDAQ GlobakistaPM

MPS is a recognized leader in the prepaid cardsimgand provides innovative payment solutionsvaeéd nationally in collaboration with
market-leading partners. MPS focuses on offeriregic product solutions in the following area9:frepaid cards, (ii) credit cards and lending
solutions, and (iii) ATM sponsorship.

Meta operates its bank branches under a super-caitynnanking philosophy with an emphasis on busirienking that allows the
Company to grow while maintaining its community kanots, with local decision making and customevise. Administrative functions,
transparent to the customer, are centralized tar#the banks’ operational efficiencies and torawg customer service capabilities. MetaBank
is a federally-chartered savings bank with fourketareas: Brookings, Central lowa, Northwest l@md Sioux Empire. MetaBank West
Central is a state-chartered commercial bank lociat&Vest Central lowa. Seventeen bank officestarndVIPS/administrative offices support
customers in lowa, Nebraska, South Dakota and Teseeeand MPS clients across the country. Meta Prostdes professional trust services.
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Banks are Members FDIC and Equal Housing Lenddrs.dompany and its subsidiaries exceed regulatgpitad requirements.
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To Fellow Shareholders

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

ON BEHALF OF OUR LEADERSHIP TEAM AND META ASSOCIATE S,WE ARE PLEASED TO SHARE ANOTHER YEAR OF
PROGRESSION WITH YOU. META CONTINUES TO POSITIONSELF AS A COMPANY THAT EMBRACES CHANGE—CHANGING
THE WAY PEOPLE PAY, CHANGING THE WAY BUSINESSES MAAGE MONEY, AND CHANGING THE WAY PEOPLE BANK.

As a principal member of MasterCard,® Visa,® Dise® and the regional debit networks, Meta Paymgstesns (MPS) expands the
Company'’s opportunity and reach in the growing pawgts industry. It serves banks, card processodsthard-party marketing companies
nationwide. MPS focuses on offering specific pradigiutions in the following areas: (i) prepaidds(ii) credit cards and lending solutions,
and (iii) ATM sponsorship.

Annual consumer spending on prepaid cards is estifrta reach $260 billion by 2008) As of fiscal year end, MPS supported clients by
implementing more than 1,110 prepaid programs ssuwing 35.7 million cards, up 94 percent and 4@qygrfrom 2006 year end respectively.

The success of its prepaid sponsorship progranieamth of its new Simplexud” prepaid card product suite has contributed to esptal
growth since its inception in 2004. Additionally#8’s ATM Services unit now sponsors more than 44grg of the white-label ATMs placed
nationwide, up from 28 percent a year ago.

MPS FISCAL YEAR
CARDS ISSUED
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It's not a
coincidence

that Meta
means change.

MPS'’s focus on leadership, innovation and changwiident by several noteworthy accomplishments0idi72

» Founding member of the National Branded Prepaidi @asociation (NBPCA) Board of Directors;
Successful launch of Simplex{¥ product suite;

Market leader in ATM sponsorship;

» Rebate card programs issued for several Fortune&panies; and

Successful pilot of contactless payment deviceh MiasterCard® and Visa.®

Meta understands the responsibility associated lmgthg a recognized leader in the prepaid cardsitngult respects its collaboration with
market-leading partners in its efforts to delivemavative payment solutions to improve the liveg®tustomers. Meta is bringing money to life.

FINANCIAL HIGHLIGHTS (2



While Meta made strides in 2007, the Company'’s @nemphasis on long-term, profitable growth @lesrt-term gains is becoming
increasingly important as Meta prepares for itst igmportunities—in both payment solutions and tiadal banking.

Meta reported net income of $1.2 million or $0.45% diluted share for fiscal year 2007. This compaocenet income of $3.7 million or $1.
per diluted share for fiscal year 2006. Earnings2f@07 were impacted by a large provision for ltzsses related primarily to an impairment «
commercial loan relationship offset, in part, bgaan on the sale of four Northwest lowa bank brascl2006 earnings were impacted by non-
recurring fee income associated with a portfolipofchased prepaid debit cards.

An important highlight for Meta is its growth inttd revenues. Total revenue for fiscal year 20@&ro a record $62.1 million, an increase
of $7.8 million or 14 percent over fiscal year 2006tal revenue from MPS, a separate reportablsbss unit of the
Company, was $26.3 million for fiscal 2007, up ®qent or $12.5 million from fiscal 2006.

Net interest income for fiscal year 2007 was $2iilfion, up $2.1 million from fiscal year 2006. THé percent increase was driven by a
higher net interest margin offset, in part, by aber earning asset base. Net interest margin woesi its widening trend with a spread of 3.38
percent in fiscal year 2007, compared to 2.85 perice2006.

Contributing directly to Meta’s revenue and neenest income growth is a deliberate shift in itsding mix. Meta is replacing higher cost
certificates of deposit, public funds deposits, amblesale borrowings with low- and no-cost demogiat include checking, money market
accounts and prepaid card product deposits.

FUNDING SOURCES 2007
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Total low- and no-cost deposits rose 15 percerihduiscal year 2007 to $356 million at Septemb@r2007.(3) As of September 30, 2007,
these deposits represented 58 percent of totalrfgnidbilities, compared to 50 percent one yealiea A significant portion of this growth car
from deposits generated by MPS. The Company usestttieposit increases to pay down wholesale bargpsaurces. Total wholesale
borrowings at September 30, 2007 were $78.5 millifmwn 36 percent from $114.8 million at Septeng&r2006.

LOW -COST
DEPOSIT BALANCES ©®)
In millions
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Low-cost deposits include checking and money maakebunts.

Meta’s non-interest income also exhibited dramgtt@vth in fiscal year 2007, reaching a record $2gillion. The $8.3 million or 61
percent increase from fiscal year 2006 can bebated, in part, to MPS card fee income growth a6$4illion, or 42 percent, over 2006 and
increases in loan fee and deposit fee income ngt&iL50,000.

On the lending side, total loans, net of allowafizdoan losses, fell $23.4 million or 6 percentidg fiscal year 2007. This includes $2.2
million related to the branch sales. However, dyitime fourth quarter of fiscal 2007 there was amaase of $1.9 million. The Company believes

the pay downs and payoffs primarily in its origiedtand purchased commercial operating and comnhegeilkestate portfolios are driven, in
part, by a decrease in overall demand for creditiacreased competition from secondary market itoves

Meta’s credit quality continues to exhibit positivends. Non-performing loans at September 30, 20€¢ 0.47 percent of total loans
compared to 1.41 percent one year earlier. The @agip underlying credit trends are very strong, tredCompany continues to foster a
conservative credit culture while it reduces issified and nonperforming assets. Meta does na &iay direct exposure to subprime mortgage
loans.

Non-interest expense grew $10.2 million or 37 percring fiscal 2007. The primary contributorsirgzensation and card processing
expenses, rose as a result of MPS'’s significanvtirand Meta’s proactive efforts to support futgrewth and product development.

Meta has hired executive level management, cliglations, compliance and operations support stafinvMPS, as well as software
developers, IT support staff, and other administeasupport within the Company to secure the nesgdafrastructure needed to support growth
in the Company’s fast-growing MPS and its largemlbmarkets. For example, Meta'’s information tecbgglstaff has grown from five to 35
full-time employees within two years in order tointain Meta’'s systems and support research andao@went initiatives.

Additionally, the Company invested in card procegsiettlement functions for value loading, car@sand other items to support new
product development and anticipated growth of exgsproducts. Meta’'s occupancy and equipment exggealso rose during fiscal year 2007.
The Company added administrative office space fBSVh Sioux Falls, SD and Omaha, NE and investedmputer hardware and software.
Meta believes these investments will actively supgoowth at MPS.

There is

nothing wrong
with change,
if it is in the
right direction.

WINSTON CHURCHILL

Bank branch structure is alchanging in the Company. In November 2007, Metabanned an agreement to sell its MetaBank West @k



subsidiary with its three offices located in Stu@asey and Menlo, lowa. The transaction will imeothe sale of MetaBank West Central
stock for approximately $8.3 million, which is depent on the satisfaction of routine contractuahteby the date of the sale. The sale is
anticipated to close on or before March 30, 2008.

Meta also sold four branches in Northwest lowaaf&3.33 million gain recorded during the third deaof fiscal 2007. The premium received
from the sale of Meta’s seven branches has beewdink utilized for MPS and traditional bankingpansion in markets with greater growth
potential. MetaBank opened a new administrativieefand retail branch in downtown Des Moines, Idiia year and opened six new bank
offices in Sioux Falls, South Dakota and the Desrde metro area within the last five years. The @any believes that additional offices in
higher-growth markets will lead to further loan at&posit growth. Its ATM network, online offeringad other technological services also
support the distribution of Meta services.

CHANGE FOR THE FUTURE

The Company is committed to profitable growth fisraustomers, employees and shareholders. Metaiatesoare working to execute three key
initiatives that we believe will enhance long-teperformance and earnings:

» Actively pursue MPS growth,
» Build commercial banking business, and
» Manage infrastructure and risk to support growth.

Thank you for your interest and investment in campany

Q/&ﬁg}/_’t L

JAMES S. HAAHR, Chairman of the Board

-! | [ .-’.‘ ot
{7 Jile FTA

J"IJ. TYLEFIﬁﬂ..ﬁ.I-IH. Presiclant & CEQ

(1) Mitchell, Richard. “Meeting the demand with rosydoasts ahead, payment processors are tuned toisgmrepaid products,”
www.intelecard.com, May 7, 2006.

(2) Information presented herein is qualified in itsiery by the Company’s audited financial statersgresented elsewhere herein.

(3) 2007 low-cost deposit numbers exclude deposits fsmanches sold during the year and those relatdtetpending sale of MetaBank West
Central.




FINANCIAL HIGHLIGHTS

(Dollars in Thousands except Per Share Data) 2007 200¢€ 200& 200 2002
(Restated
AT SEPTEMBER 30
Total asset 686,08( 740,92: 775,83¢ $ 780,79¢ 772,28t
Total loans, ne 355,61: 368,95¢ 415,56¢ 381,40t 332,06:
Total deposit: 522,97¢ 538,16¢ 510,25¢ 433,92¢ 408,55¢
Sharehold€' s equity 48,09¢ 45,09¢ 42,95¢ 47,27 43,031
Book value per common she 18.57 17.7¢ 17.1¢ $ 18.9¢ 17.2¢
Total equity to asse 7.01% 6.0% 5.5%% 6.05% 5.57%
FOR THE FISCAL YEAR
Total interest income and non-interest income-
continuing operation 59,63: 51,607 41,87 $ 36,72¢ 35,54
Net interest incorr-continuing operation 20,807 18,50! 18,06: 16,53¢ 14,647
Income(loss)from continuing operations, net of 1,312 3,37¢ (652) 3,662 3,091
Income (loss) from discontinued operations, nét® (147) 30¢ (272) 32t 30¢€
Net income(loss 1,171 3,68¢ (929) 3,987 3,397
Diluted earnings (loss) per sha
Income (loss) from continuing operatic 0.5C 1.34 (0.27) $ 1.44 1.24
Income (loss) from discontinued operatit (0.0%) 0.12 (0.17) 0.1: 0.12
Net income (loss 0.4t 1.4€ (0.3¢) 1.57 1.3€
Return on average ass 0.17% 0.4<% -0.12% 0.51% 0.47%
Return on average ass-continuing operation 0.1%% 0.45% -0.08% 0.47% 0.43%
Return on average equi 2.6%% 8.55% -2.04% 8.6%% 7.51%
Return on average equ-continuing operation 3.01% 7.82% -1.44% 7.9¢% 6.8%
Net yield on interest-earning assets-continuing
operations 3.36% 2.85% 2.5% 2.4.% 2.35%
TOTAL ASSETS TOTAL LOANS, NET TOTAL DEPOSITS TOTAL REVENUES TOTAL NET INCOME
In thousand: In thousand: In thousand: In thousand: n thousand

0 N 7 507
0 N £ T RS

-
=
E
&=
8

FINANCIAL CONTENTS

07 I 5 ()

() N 4] 50|
07 I 155, 612
1 I, .55
05 I, 5415566
04 I, 11 A0S
05 [ e 52

Financial Highlights
Selected Consolidated Financial Informat
Managemer's Discussion and Analys

Report of Independent Registered Public Accounfimgm

Consolidated Statements of Financial Conditionegit@&mber 30, 2007 and 20

Consolidated Statements of Operations for the YEaded September 30, 2007, 2006 and -

Consolidated Statements of Comprehensive IncomssiLfor the Years Ended September 30, 2007, 200@ @05

07 I 552 2, 0T
5 N {5755, 16
05 I  §5110, 258

1 N 454 A2
013 I -1 015 55

07 I 50,6
(1 N 51 0T

05 I, 1,570
04 I, 35,725

03 I 5 543

05 I §

o I 1,171
RO24) G

Consolidated Statements of Changes in Shareh’ Equity for the Years Ended September 30, 2007, 20@6200°

Consolidated Statements of Cash Flows for the YEaded September 30, 2007, 2006 and 2

Notes to Consolidated Financial Statem

e RFEIY

04 I, 55, P T

11

13
14
14
15
16




Meta Financial Group, Inc. and Subsidiaries

SELECTED CONSOLIDATED FINANCIAL INFORMATION

SEPTEMBER 30, 2007 200¢€ 2008 2004 2002
(Restated
SELECTED FINANCIAL CONDITION DATA
(In Thousands
Total asset $ 686,080 $ 740,92:$ 77583¢$ 780,79¢$ 772,28!
Loans receivable, ni 355,61: 368,95¢ 415,56¢ 381,40t 332,06:
Securities available for sa 158,70: 172,44. 213,24! 290,18t 324,91!
Goodwill 1,50¢ 1,50¢ 1,50¢ 1,50¢ 1,50¢
Deposits 522,97¢ 538,16¢ 510,25¢ 433,92¢ 408,55¢
Total borrowings 78,53¢ 114,78¢ 176,85 241,35: 258,08:
Shareholder equity 48,09¢ 45,09¢ 42,95¢ 47,27¢ 43,03
YEAR ENDED SEPTEMBER 30,
SELECTED OPERATIONS DATA
(In Thousands, Except Per Share De
Total interest incom $ 37,77¢ 38,11 $ 38,36¢ $ 3343: $ 32,39(
Total interest expens 16,96 19,61: 20,30¢ 16,89 17,74%
Net interest incom 20,80 18,50: 18,06 16,53¢ 14,64
Provision for loan losse 3,16¢ 311 4,718 473 381
Net interest income after provision for loan los 17,63¢ 18,19( 13,35( 16,06¢ 14,26¢
Total nor-interest incom 21,85¢ 13,49t 3,50z 3,29¢ 3,152
Total nor-interest expens 36,95¢ 26,64( 17,99¢ 13,791 12,77¢
Income (loss) from continuing operations beforeome tax
expense (benefi 2,53¢ 5,04t (1,149 5,56¢ 4,641
Income tax expense (benet 1,227 1,66¢€ (497 1,90: 1,55(
Income (loss) from continuing operatic 1,312 3,37¢ (652) 3,662 3,091
Income (loss) from discontinued operations, ndtg' (147) 30¢ (272 32E 30€
Net income (loss 1,171 3,68¢ (929 3,987 3,391
Basic earnings (loss) per common sh
Income (loss) from continuing operatic $ 0.5z $ 1.3 $ 0.27) % 14¢ $ 1.2
Income (loss) from discontinued operatic (0.0¢) 0.12 (0.17) 0.13 0.12
Net income (loss $ 0.4€ $ 14¢ 3 (0.39) $ 161% 1.37
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic $ 0.5C $ 134 % 0.29) $ 144 % 1.2%
Income (loss) from discontinued operatic (0.0%) 0.12 (0.17) 0.1: 0.12
Net income (loss $ 0.4t $ 1.4€ $ (0.39) $ 157 % 1.3¢€
YEAR ENDED SEPTEMBER 30,
SELECTED FINANCIAL RATIOS AND OTHER DATA
PERFORMANCE RATIOS
Return on average ass 0.17% 0.4<% -0.12% 0.51% 0.47%
Return on average ass-continuing operation 0.1% 0.45% -0.0&% 0.47% 0.43%
Return on average equi 2.6% 8.55% -2.08% 8.65% 7.51%
Return on average equ-continuing operation 3.01% 7.82% -1.44% 7.98% 6.8<%
Net interest marg-continuing operation 3.38% 2.85% 2.5% 2.48% 2.35%
Operating expense to average a-continuing operation 5.26% 3.55% 2.2% 1.7&% 1.7&%
QUALITY RATIOS —CONTINUING OPERATIONS
Non-performing assets to total assets at end of 0.38% 0.72% 0.92% 0.0% 0.27%
Allowance for loan losses to n-performing loan: 19€% 121% 28(% 70€% 47%
CAPITAL RATIOS
Shareholdel equity to total assets at end of per 7.01% 6.0% 5.5%% 6.05% 5.57%
Average shareholde equity to average asse 6.2(% 5.7¢% 5.71% 5.91% 6.25%
OTHER DATA
Book value per common share outstanc $ 18.57 $ 17.7¢ $ 17.1¢ $ 18.9¢ $ 17.2¢
Dividends declared per she 0.52Z 0.52 0.52 0.52Z 0.52
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Meta Financial Group, Inc. and Subsidiaries
MANAGEMENT'S DISCUSSION AND ANALYSIS
MANAGEMENT'S DISCUSSION AND ANALYSIS

GENERAL

Meta Financial Group, In& (the “Company”) is a bank holding company whosenary subsidiaries are MetaBank (the “Bank”) and ABenk
West Central (“MetaBank WC”). The Company focuseswo core businesses, its regional retail bankinginess and a national payments
business, conducted through its Meta Payment Sgt¢tMPS”) division. The Company’s retail bank busieés focused on establishing and
maintaining long-term relationships with customewrsg is committed to serving the financial servieeds of the communities in its market area.
The retail bank’s primary market area includesftilewing counties: Adair, Buena Vista, Dallas, Gué, and Polk located in central and
northwestern lowa, and Brookings, Lincoln, and Mihaha located in east central South Dakota. Tlé@itraal bank segment attracts retail
deposits from the general public and uses thosesisptogether with other borrowed funds, to orige and purchase residential and comme
mortgage loans, and to originate consumer, agdlland other commercial loans.

MPS, a division of the Bank, is an industry leaitiethe issuance of prepaid debit cards and isalsmvider of a wide range of payment-
related products and services, including prepaidtdards, ATMs, credit cards and rebate cards. M&Sues a strategy of working with
industry-leading companies in a variety of industrio help them introduce new payment productseiv tustomers. In addition, MPS partners
with emerging companies to develop and introduse p&yment products. MPS earns revenues from feeglhas being a significant provider
of low- and no-cost demand deposits.

OVERVIEW OF CORPORATE DEVELOPMENTS

The Company continues to experience significamivgnan its MPS division and is investing for furthgrowth in this business unit. MPS
continued to exhibit rapid growth during fiscal y@807. On a business segment basis, its revemiese§t income plus non-interest income)
grew by 58% over the previous year and now compi{$é of the Company’s total revenue from continudpgrations compared to 32% in the
prior year. The division was created in May 2004ate advantage of opportunities in the growin@areprepaid debit cards, ATM sponsorship,
and other payment products and services. MPS isracagnized as an industry leader in a numberftdrdnt areas within the payment systems
industry including prepaid debit cards and ATMs.

The Bank continues to emphasize expansion in theigg metropolitan areas of Sioux Falls, South Daknd Des Moines, lowa. The
Company focuses primarily on establishing lending deposit relationships with commercial businessescommercial real estate developers
in these communities. In March 2007, the Compasyg apened an administrative support office in Omakdbraska. During the third quarter of
fiscal 2007, the Company divested four of its braascin rural Northwest lowa. The Company also grsesl a definitive agreement to sell
MetaBank WC, which includes three branches in rifabkt-Central lowa, with an expectation that tlamsaction will close in the second quarter
of fiscal 2008. After the transaction closes thenpany will be a unitary thrift holding company, gedi to the jurisdiction of the Office of Thrift
Supervision (“OTS”). These transactions allow ther@any to increase its focus on higher growth nmtarlad business lines. The Company
now operates 17 branches: in Brookings (1) andxSkalls (4), South Dakota, in Des Moines (6), Nartist (2), and West-Central (3), lowa, as
well as a non-retail service branch in Memphis, riessee.

The Company discovered in September 2007 that ereante fees charged to and collected from holdgeepaid gift cards, which were
issued through the Company’s network of agent firennstitutions, were not recognized as incomthmappropriate periods. The impact to
income from continuing operations before incomedrapense for the fiscal year ended September 3{ athounted to $322,000.

In addition, during the quarter ended Decembe2806, the Company determined that a material impexit of its assets related to a certain
loan had occurred and recorded an additional $680pBovision for loan losses. The Company was sylesaly informed by its independent
accountants that, as a result of their consultatiitin their regulatory authorities, the additiopabvision should have been recorded in the qu
ended September 30, 2006 instead of the quartexddddcember 31, 2006.

As a result of the above, the Company has restsdidancial statements for the year ended Septerdd, 2006 to reflect an additional
$322,000 of card fee revenue, an additional prowigor loan losses of $690,000 and additional inedax benefit of $135,000, resulting in a
decrease to net income of $233,000. The statenfidimtamcial condition for the year ending SeptemB@y 2006 reflects a decrease in net loans
of $690,000, a decrease to deposits of $322,086¢ceease to accrued expenses of $135,000, andeadedo retained earnings of $233,000.

In November 2007, the Company also amended itst®laReports on Form 10-Q for the quarterly pesietided December 31, 2006,
March 31, 2007, and June 30, 2007 for the abouatssents. Net income, as restated for the threghmended December 31, 2006, increased
$550,000 due to additional prepaid card fee incofrf&l 78,000 and reduction in the provision for ldasses of $690,000. Net income, as
restated for the three months ended March 31, 26@7June 30, 2007, increased $132,000 and $152d@X}ikctively, due to additional prepaid
card fee income.

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

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



The Company’s total assets at September 30, 2007 $&86.1 million, a decrease of $54.8 million7at%, from $740.9 million at
September 30, 2006. The decrease in assets of B#id resulted primarily from decreases in then@pany’s cash, securities, and loan
portfolios.

Total cash and cash equivalents and federal funldsigere $86.3 million at September 30, 2007, aekse of $21.2 million, or 19.7%, frc
$107.5 million at September 30, 2006. The decraaseprimarily the result of the Company’s salemfrfbranches in northwest lowa. Cash and
short term investments were used to fund the assomef deposit liabilities by the acquiring institons.

In general, the Company maintains its cash investsnia interest-bearing overnight deposits withimas correspondent banks. Federal funds
sold deposits are maintained at various large caiaidanks.

The Company’s portfolio of securities purchasedarrajreements to resell aadailable for sale decreased $5.9 million, or 10@%#0one a
September 30, 2007. The Company’s portfolio of trent securities available for sale consists milynaf mortgage-backed securities, most
with balloon maturities, which have relatively shexpected average lives and limited maturity esi@mrisk. During fiscal year 2007, the
Company purchased securities for its availablesébe portfolio totaling $13.2 million and sold sdtias available for sale in the amount of $1.1
million. See Note 5 to the Notes to ConsolidatethRtial Statements.

The Company'’s portfolio of net loans receivablerdased by $13.4 million, or 3.6%, to $355.6 millarSeptember 30, 2007 from $369.0
million at September 30, 2006. The decrease waslynthie result of pay offs and pay downs in the @any’s purchased loan participation
portfolio, which is concentrated in commercial reatate and commercial operating credits. The Cagpaperienced slight growth in its
agricultural real estate and agricultural operapingfolios. See Note 6 to the Notes to Consolid&mancial Statements.

The Company owns stock in the Federal Home LoarkB&HLB”) of Des Moines as well as in the FedeRadserve Bank due to its
membership and participation in these banking syst&he Company’s investment in such stock decte®sel million, or 20.5%, to $4.0
million at September 30, 2007 from $5.1 millionSsEptember 30, 2006. The decrease was due to aadedrethe level of borrowings from the
FHLB, which require a calculated level of stockestment based on a formula determined by the FHLB.

Total deposits decreased by $15.2 million, or 2.&94523.0 million at September 30, 2007 from $338illion at September 30, 2006. The
majority of this net decrease was related to the afafour branches in northwest lowa. Additionalpwever, the Compang/'deposit mix shifte
away from higher costing certificates of deposil amney market deposits toward low- and no-costkihg deposits. Most of the increase in
checking deposits was the result of prepaid capbsiegrowth at the Bank’s MPS
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division. Total checking deposits increased by @6Hillion, or 30.4%, to $274.7 million at SeptemI3€&; 2007 from $210.7 million at
September 30, 2006. Total savings and certificatefeposit declined $61.8 million, or 27.0%, to $1Bmillion at September 30, 2007 from
$228.8 million at September 30, 2006. The decremsavings and certificates resulted primarily frime sale of four branches and runoff of
higher costing public funds deposits. Money madastount balances also decreased during fiscal2@at, decreasing $17.4 million, or 17.6%,
to $81.3 million at September 30, 2007 from $98illion at September 30, 2006. Money market depaiitseased primarily due to the sale of
branches and fluctuations in several large accounts

The Company’s wholesale borrowings portfolio desesh$36.3 million, or 31.6%, to $78.5 million ap&smber 30, 2007 from $114.8
million at September 30, 2006. The Company consrioede-emphasize these high cost funding souncas effort to decrease overall liability
costs and to de-lever the Company’s balance sBeetNotes 10, 11, and 12 to the Notes to Consetidéinancial Statements.

Shareholders’ equity increased $3.0 million, 096,60 $48.1 million at September 30, 2007 from $4%illion at September 30, 2006. The
increase was primarily the result of a favorablande in the accumulated other comprehensive lofiseo@ompanys securities available for s,
portfolio and by the reported fiscal 2007 net ineofsee “Results of Operations” below) offset byghgment of dividends on common stock. At
September 30, 2007, the Company and both of itkibgrsubsidiaries, MetaBank and MetaBankWC, comtittumeet regulatory requirements
for classification as well capitalized institutiorgee Note 16 to the Notes to Consolidated FinhSt&ements.

RESULTS OF OPERATIONS

The following discussion of the Company’s Resuft®©perations should be read in conjunction with $ledected Consolidated Financial
Information and Consolidated Financial Statementstae related notes included in this Annual Report

Of increasing importance, the Company’s Resul®pérations are dependent on net interest incommejnterest income, non-interest
expense, and income tax expense. Net interest iméothe difference, or spread, between the averiaigk on interest earning assets and the
average rate paid on interest-bearing liabilitidee interest rate spread is affected by regulaggnomic, and competitive factors that influence
interest rates, loan demand, and deposit flows.Admapany, like other financial institutions, is gadi to interest rate risk to the extent that its
interest-earning assets mature or reprice at diftetiimes, or on a different basis, than its irgetearing liabilities.

The Company’s non-interest income is derived pritpdtom card and ATM fees attributable to MPS deds charged on loans and
transaction accounts. The Company’s fiscal yeai 2@h-interest income was also impacted by a gaisabe of four branches in the amount of
$3.3 million. This income is offset, in part, bypenses, such as compensation and occupancy expesssesated with additional personnel and
office locations as well as card processing expeagieibutable to MPS. To a lesser extent, norr@steincome is derived from gains or losses on
the sale of securities available for sale as wetha Company’s holdings of bank-owned life insemrdditionally, non-interest income has
been derived from the activities of Meta Trust Camyp® (“Meta Trust”), a wholly-owned subsidiary of Met@nBncial Group, which provides a
variety of professional trust services. Non-inteeegense is also impacted by occupancy and equipexpenses and legal and consulting
expenses.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED SEPTEMBER 30, 2007 AND SEPTEMBER 30, 2006
GENERAL

The Company’s income from continuing operations §BS8 million, or $0.50 peadiluted share, for the year ended September 3(; 206hpare:
to $3.4 million, or $1.34 per diluted share, foe trear ended September 30, 2006. Net income wagillion, or $0.45 per diluted share, for-
year ended September 30, 2007 compared to $3.iomidr $1.46 per diluted share, for the year erfSlegtember 30, 2006. Earnings in fiscal
year 2007 were impacted by a large provision fanltsses related primarily to an impairment oommercial loan relationship of $5.0 million
related to fraud by the borrower and a gain orstile of four branches in northwest lowa of $3.3iaml Earnings in fiscal year 2006 were
impacted by non-recurring fee income of $2.6 millasssociated with a portfolio of purchased prepiidit cards.

NET INTEREST INCOME

Net interest income from continuing operationstfa year ended September 30, 2increased by $2.3 million, or 12.5%, to $20.8 raiilifrom
$18.5 million for the year ended September 30, 200@ increase in net interest income reflectgyadri net interest margin, offset in part by a
smaller average earning asset base. Net intereginmacreased 53 basis points to 3.38% in fisearn2007 from 2.85% in fiscal year 2006. The
improvement resulted primarily from the shift iret@ompany’s funding mix attributable to growth ionrinterest-bearing deposits and decreases
in higher costing certificates, public funds defmsind wholesale borrowings.

The Company’s average earning assets decreaseddBBon, or 5.1%, to $616.3 million during fiscgéar 2007 from $649.5 million
during fiscal year 2006. The decrease is primahityresult of the decrease in the loan portfolite Tompany’s yield on earning assets rose 26
basis points to 6.13% during fiscal year 2007 f@mBi7% during fiscal year 2006. The increase igéiselt primarily of increasing yields on the
Company’s other investments.

The Company’s average total deposits and interstig liabilities decreased $40.7 million, or 6,2%%$616.7 million during fiscal year
2007 from $657.4 million during fiscal year 200heTdecrease resulted mainly from a decrease iGdhgpany’s interest- bearing deposits and
wholesale borrowings. Decreases in public fundodigpwere more than offset by growth in -interest bearing checking accounts.



Company’s cost of total deposits and interest-ingdiabilities decreased 23 basis points duringdliyear 2007 to 2.75% during fiscal year
2007 from 2.98% during fiscal year 2006. Despitér@neasing interest rate environment in 2007, Whiove the costs of certificates and mc
market deposits higher, the Company was able tio fira increase in its overall cost of funds byftag its portfolio mix away from higher
costing certificates, public funds deposits, analbale borrowings, into lower costing demand dipos

PROVISION FOR LOAN LOSSES

In fiscal year 2007, the Company recorded a prowigor loan losses of $3.2 millionpmpared to $311,000 for fiscal year 2006. The ¢&dn in
the provision in 2006 relates in part to the Conymsettlement agreement with one of several pagits in an auto-dealership related lending
relationship. Additionally, shrinkage in the Companloan portfolio during the year reduced the lesferequired loan loss allowances on the
portfolio. The relatively large provision in fiscgear 2007 is the primary reason that net intenestme after provision for loan losses decreased
by $551,000, from $18.2 million in fiscal 2006 tb#6 million in fiscal year 2007. For fiscal yed@, the Company’s provision for loan losses
of $3.2 million consisted of the impairment of amroercial lending relationship due to the fraud gy borrower partially offset by a decrease in
loans, a decrease in impaired loans and a $500e@@¥ery of a fidelity bond claim payment by then@any’s insurance carrier.

Management closely monitors economic developmaeutts fegionally and nationwide, and considers tHas®rs when assessing the
adequacy of its allowance for loan losses. WhigeeGmmpany has no direct exposure to sub-prime Joaasagement is concerned that recent
developments in the sub-prime mortgage market nasg la ripple effect on residential real estategsritn addition, the potential for an
economic slowdown and recent increase in energggninay strain the financial condition of some dwers. Management therefore believes
that future losses in the residential portfolio nb@ysomewhat higher than historical experiencer @eepast six years, loss rates in the
commercial and multi-family real estate market hesreained moderate. Management recognizes thathange-off rates over the past several
years reflect the strong economic environment aadat indicative of likely losses over a full bosss cycle. This observation, as well as the
aforementioned concerns regarding an economic slamvdhas led management to the conclusion thatddtisses in this portfolio may be
somewhat higher than recent historical experieexeluding loan losses related to fraud by borrow@rsthe other hand, current trends in
agricultural
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AVERAGE BALANCES, INTEREST RATES AND YIELDS

The following table presents, for the periods i, the total dollar amount of interest inconmerfraverage interest-earning assets and the
resulting yields, as well as the interest expemsav@rage interest-bearing liabilities, expressatl m dollars and rates. No tax equivalent
adjustments have been made. Non-accruing loansieareincluded in the table as loans carrying a gield. Balances related to discontinued
operations have been reclassified to non-interastieg assets and non-interest bearing liabilftesll periods presented.

YEAR ENDED SEPTEMBER 30,

2007 200¢€ 200t
Average Interest Average Interest Average Interest
Outstanding Earned Yield Outstanding Earned Yield Outstanding Earned Yield
(Dollars in Thousands' Balance /Paid /Rate Balance /Paid /Rate Balance /Paid /Rate
INTEREST-EARNING ASSETS
Interest-earning assets
Loans receivabl $ 354,46 $ 25,58¢ 722% $ 390,00: $ 27,94¢ 71% $ 409,78. $ 28,10: 6.8€%
Mortgage-backed securitie 135,00° 5,50( 4.0%% 163,03. 6,18¢ 3.7% 239,51« 8,68¢ 3.65%
Other investment 126,85: 6,69( 5.21% 96,41¢ 3,97¢ 4.13% 47,73( 1,57% 3.3(%
Total interest-earning assets 616,32! $ 37,77¢ 6.1 2% 649,45( $ 38,11¢ 5.87% 697,02 $ 38,36¢ 5.5(%
Non-interest-earning assets 86,50: 99,96( 89 ,17:
Total assets $ 702,82 $ 749,41( $ 786,19¢
Non-interest bearing depos $ 230,93( $ — 0.0(% $ 147,52( $ — 0.0% $ 31,89¢ $ — 0.0(%
INTEREST-BEARING
LIABILITIES
Interes-bearing checkini $ 22,00: $ 53¢ 245% $ 21,85. $ 78¢ 3.61% $ 54,15¢ $ 87z 1.61%
Savings 17,58¢ 471 2.6% 46,82: 1,38¢ 2.96% 55,54: 1,30¢ 2.35%
Money market: 67,08 2,301 3.4% 83,48¢ 2,35¢ 2.82% 50,26¢ 89t 1.7¢%
Time deposit: 183,50! 8,35t 4.55% 215,81! 8,22t 3.81% 268,19t 8,427 3.1%%
FHLB advance: 77,43¢ 4,091 5.26% 115,10: 7,231 4.7% 194,96( 7,53( 3.8%
Other borrowings 18,17 1,211 6.6€% 26,84¢ 1,367 5.09% 31,80: 1,27¢ 4.01%
Total interest-bearing liabilities 385,78 16,967 4.4 (% 509,92: 19,61: 3.85% 654,92¢ 20,30t 3.1(%
Total deposits and interes-bearing
liabilities 616,71 $ 16,96 2.7 5% 657,44: $ 19,61! 2.98% 686,82( $ 20,30¢ 2.9€%
Other noninterest bearing liabilitie 42,557 48,831 54,027
Total liabilities 659,27- 706,27: 740,84
Shareholders’ equity 43,55 43,13¢ 45,35
Total liabilities and shareholder¢
equity $ 702,82 $ 749,41( $ 786,19t
Net interest income and net interest
spread including non-interest
bearing deposit $ 20,801 3.3¢% $ 18,50 2.8% $ 18,06¢ 2.5
Net interest margin 3.3¢% 2.85% 2.5%

markets are very favorable. Higher commodity prizesvell as higher yields have created positiveegoc conditions for most farmers.
Nonetheless, management still expects that futgsek in this portfolio, which have been very loayld be higher than recent histori
experience. Management believes that the aforeoradipossibility for a slowdown in economic growltiring the next fiscal year may also
negatively impact consumers’ repayment capacifidglitionally, a sizable portion of the Company’sisamer loan portfolio is secured by
residential real estate, as discussed above,daseanto be closely monitored by management in wifits stated concerns.

Management believes that, based on a detailedwenfiehe loan portfolio, historic loan losses, @nt economic conditions, the size of the
loan portfolio, and other factors, the current leafethe allowance for loan losses at Septembef807 reflects an adequate allowance against
probable losses from the loan portfolio. Althougk Company maintains its allowance for loan losgeslevel that it considers to be adequate,
investors and others are cautioned that there earmlassurance that future losses will not excetithated amounts, or that additional provisi
for loan losses will not be required in future pes. In addition, the Company’s determination ef #tiowance for loan losses is subject to
review by its regulatory agencies, which can regthie establishment of additional general or sealfowances.

NON-INTEREST INCOME

Non-interest income increased by $8.4 million, or 82,80 $21.9 million for the fiscal year 2007 frorh35 million for fiscal year 2006. Non-
interest income in fiscal year 2007 was impactea lggin on the sale of four branches in northwastlof $3.3 million. Non-interest income in
the 2006 period was impacted by non-recurring grefée income of $2.6 million related to a purclibgertfolio of prepaid debit cards.
Adjusting for these non-recurring items, non-ingtiecome for fiscal year 2007 rose $7.6 million8.4%, over the same period in the prior
fiscal year primarily due to an increase in camlifecome. The majority of this growth is relatechigher fee income earned on prepaid debit
cards and other products and services offered bg.MP

Management performed an evaluation of whetheraleaf the branches constituted discontinued ojperstand concluded that the
operations and cash flows of the branches sold nardiscontinued operations. Revenue and experighe entity, including the gain on sale,
are, therefore, included in the appropriate incatagement line items for all periods presented.

NON-INTEREST EXPENSE

Nor-interest expense increased by $10.4 million, of@8.to $37.0 million for fisceyear 2007 from $26.6 million for fiscal year 20@&vera



factors contributed to this increase. Compensatigrense rose $5.4 million during the year, from.8Xillion in fiscal year 2006 to $18.2
million in fiscal year 2007. The increase represéhé addition of executive level management, tlielations, compliance and operations
support staff within MPS, as well as software depels, Information Technology (“IT”) support stadfid other administrative support within
the Company. Many of the new employees at MPS @ will be focused on developing new product firend increasing market penetration
of our payments systems products and services.

Costs associated with the processing of card-iklateducts at MPS also increased during fiscal 26ai7. Card processing expense rose
$3.4 million from $3.0 million in fiscal year 2006 $6.4 million in fiscal year 2007 as a resultleg significant growth
in
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RATE/VOLUME ANALYSIS

The following schedule presents the dollar amotichanges in interest income and interest expesrsméjor components of interest-earning
assets and interest-bearing liabilities. It distiishes between the increase related to higheramalistg balances and that due to the levels and
volatility of interest rates. For each categorynérest-earning assets and interest-bearing iligisil information is provided on changes
attributable to (i) changes in volume (i.e. chanigesolume multiplied by old rate) and (ii) changegate (i.e. changes in rate multiplied by old
volume). For purposes of this table, changes attultle to both rate and volume that cannot be gatgd have been allocated proportionately to
the change due to volume and the change due to rate

YEAR ENDED SEPTEMBER 30,

2007 VS. 200¢ 2006 VS. 200!
Increase Increase Total Increase Increase Total
(Decrease (Decrease Increase (Decrease (Decrease Increase
(in Thousands) Due to Volume Due to Rate (Decrease  Due to Volume Due to Rate (Decrease
INTEREST -EARNING ASSETS
Loans Receivabl $ (2,567 $ 20: $ (2,369 $ (2,236 $ 2,081 $ (155)
Mortgage-backed securitie (1,209 51¢ (68E) (2,927 418 (2,509
Other investment 1,44¢ 1,26 2,711 1,93( 472 2,402
Total interes- earning asset $ (2,326 $ 1,98¢ $ (339) $ (3,227) $ 2,971 (25€)
INTEREST -BEARING LIABILITIES
Interes-bearing checkin $ 6 $ (257 $ (251 $ 76 $ (159 $ (893
Savings (799) (129) (917 (129 20€ 82
Money market: 521 (574) (53 77% 684 1,45¢
Time deposit: (433 562 13C 2,23¢ (2,44)) (202
FHLB advance: (2,086 68¢ (1,399 (4,77¢ 2,73¢ (2,042)
Other borrowings (3,510 3,354 (15€) (125) 217 92
Total interes-bearing liabilities $ (6,296 $ 3,65 $ (2,644 $ (1,939 $ 1,241 $ (694)
Net effect on net interest incor $ 3,97C $ (1,669 $ 2,30¢ $ (1,292 $ 1,73C $ 43¢

the division’s product lines. These expenses stémapily from MPS’ Simplexu& prepaid card product and other prepaid card program
managed by MPS. Other card processing expenseaseseare attributable to settlement functions &wevloading, card sales and anticipated
growth of existing products. Management expectsttiese costs will continue to increase as MPS&ssuore cards; however, it is anticipated
that overall costs will increase less than reverasssciated with these cards.

The Company’s occupancy and equipment expenseadsaduring fiscal year 2007, driven primarily b addition of administrative office
space in Sioux Falls and Omaha, as well as invegtmeomputer hardware and software, primarilgapport growth at MPS. Occupancy and
equipment expense for fiscal year 2007 was $4.Domitompared to $2.9 million in fiscal year 2006.

INCOME TAX EXPENSE

Income tax expense from continuing operationsifmal year 2007 was $1.2 million, or an effectiar tate of 48.3%, compared to $1.7 million,
or an effective tax rate of 33.0%, in fiscal ye@0&. The change is due primarily to the decreaseirincome before income tax expense. The
Company’s recorded income tax expense was alsocimgg@rimarily by permanent differences betweerkimud taxable income.

DISCONTINUED OPERATIONS

Income (loss) from discontinued operations wassa f $141,000 for fiscal year 2007 compared tonme of $309,000 for fiscal year 2006. The
decrease was primarily related to an increaseauigion for loan losses in the amount of $703,08@@mpared to the prior fiscal year. See Note
3 to the Notes to Consolidated Financial Statemfent&irther discussion on discontinued operations.

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

The Company’s income from continuing operations $2s million, or $1.34 per diluted share, for yfemar ended September 30, 2006,
compared to a net loss of $652,000, or $0.27 petedi share, for the year ended September 30, 208t5ncome was $3.7 million, or $1.46 per
diluted share, for the year ended September 30 20Mpared to a net loss of $924,000, or $0.3&ljheted share, for the year ended
September 30, 2005. Earnings in fiscal year 200@ wemarily impacted by card fees and non-recgrfee income, partially offset by higher
compensation, occupancy, legal and consulting.candl processing expenses. Earnings in fiscal ye@@b vere impacted by the provision for
loan loss.



NET INTEREST INCOME

Net interest income from continuing operationstfa year ended September 30, 2increased by $438,000, or 2.4%, to $18.5 millianfr

$18.1 million for the year ended September 30, 200% increase in net interest income reflectgyhdri net interest margin, offset in part by a
smaller average earning asset base. Net intereginmiacreased 26 basis points to 2.85% in fisean2006 from 2.59% in fiscal year 2005. The
improvement resulted primarily from the shift iret@ompany’s funding mix attributable to growth imnrinterest-bearing and money market
deposits and decreases in higher costing certfcaiublic funds deposits, and wholesale borrowings

The Company’s average earning assets decreasesi$ilfon, or 6.8%, to $649.5 million during fiscgkar 2006 from $697.0 million during
fiscal year 2005. The decrease is primarily thelted a smaller portfolio of mortgage-backed sétes and loans. The Company’s yield on
earning assets rose 37 basis points to 5.87% dfisicey year 2006 from 5.50% during fiscal year 200he increase is the result primarily of
increasing yields on the Company’s adjustable lste portfolio due to an increasing interest rateirmnment during 2006.

The Company’s average total deposits and interstig liabilities decreased $29.4 million, or 4,3%$657.4 million during fiscal year
2006 from $686.8 million during fiscal year 200%heTdecrease resulted mainly from a decrease iGdngpany’s portfolio of advances from the
FHLB and other wholesale borrowings. Decreasesblip funds deposits were more than offset by ghowtnon-interest bearing checking
accounts. The Company'’s cost of total depositsiatedest-bearing liabilities rose 2 basis pointamyfiscal year 2006 to 2.98% during fiscal
year 2006 from 2.96%
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during fiscal year 2005. Despite an increasingregerate environment in 2006, which drove thesoétertificates and money market deposits
higher, the Company was able to limit the incréadts overall cost of funds by shifting its potifomix away from higher costing certificates,
public funds deposits, and wholesale borrowing®, iower costing demand deposits.

PROVISION FOR LOAN LOSSES

In fiscal year 2006, the Company recorded a prowigor loan losses of $311,000 compared to $4.lianifor fiscal year 2005. The provision in
2006 relates in part to the Company'’s settlemergeagent with one of several participants in an-aaalership related lending relationship.
Additionally, shrinkage in the Company’s loan polith during the year reduced the level of requieh loss allowances on the portfolio. The
large provision for loan losses in fiscal year 2886mmed primarily from provisions related to Iassethe aforementioned auto-dealership
related loans. The relatively large provision stél year 2005 and the provision in fiscal year®i8dhe primary reason that net interest income
from continuing operations after provision for ldasses increased by $4.8 million, from $13.4 miillin fiscal 2005 to $18.2 million in fiscal
year 2006.

Management closely monitors economic developmaeutts fegionally and nationwide, and considers tHas®rs when assessing the
adequacy of its allowance for loan losses. Althoagitent economic conditions are relatively strangnagement is aware that many econor
have forecasted a slowdown in economic growth ducedendar year 2007. Additionally, managementrhasitored the disinflationary trend in
residential and commercial real estate priceséemequarters. Economic conditions in the agricaltsector of the Company’s market area are
relatively strong. Recent rises in agricultural ecoatlity prices will serve to offset more modest ggethis year. The agricultural economy is
accustomed to commaodity price fluctuations anckisegally able to handle such fluctuations withaghicant problems. The recent decrease in
energy prices should also help to improve cashdloiconsumers and businesses alike if the decpmasests during 2007.

Management believes that, based on a detailedwenfighe loan portfolio, historic loan losses, @nteconomic conditions, the size of the
loan portfolio, and other factors, the current lexfethe allowance for loan losses reflects an adégjallowance against probable losses from the
loan portfolio. Although the Company maintainsatwance for loan losses at a level that it comsido be adequate, investors and others are
cautioned that there can be no assurance thaeflgsses will not exceed estimated amounts, oratth@itional provisions for loan losses will not
be required in future periods. In addition, the @amy’s determination of the allowance for loan &ssis subject to review by its regulatory
agencies, which can require the establishmentdifiadal general or specific allowances.

NON-INTEREST INCOME

Nor-interest income increased by $10.0 million, or.286, to $13.5 million for the fiscal year 2006 fr&8.5 million from fiscal year 2005. The
majority of this growth is related to higher caesfincome earned on prepaid debit cards and otbdugts and services offered by MPS. The
increase also includes $2.6 million of non-recigriee income related to a purchased portfolio epprd debit cards.

NON-INTEREST EXPENSE

Nor-interest expense increased by $8.6 million, 00%8.to $26.6 million for fiscal year 2006 from $Q8nillion for fiscal year 2005. Several
factors contributed to this increase. Compensatigense rose $1.9 million during the year, from.$1fillion in fiscal year 2005 to $12.8

million in fiscal year 2006. The increase stemsnarily from staff acquisition costs related to gthvat MPS and the staffing of two de novo
branch facilities in the Sioux Falls market. Theviteanch in Des Moines did not significantly impach-interest expense for the year, due to its
opening late in the fiscal year.

Costs associated with the processing of card-itlateducts at MPS also increased during fiscal 2886. Card processing expense rose
$2.6 million from $337,000 in fiscal year 2005 ®.@ million in fiscal year 2006 as a result of ggnificant growth in the division’s product
lines. These expenses stem primarily from feesgathby third party card and network transactiorcpssors as well as costs associated with
issuing MetaBank branded prepaid debit cards. Mamagt expects that these costs will continue atsMPS issues more cards; however,
anticipated that overall costs will rise less thevenues associated with these cards.

Legal and consulting expense increased $2.2 miifidiscal year 2006, frori8815,000 in fiscal year 2005 to $3.0 million incés$ year 200¢
Several factors contributed to this increase. Thmgany incurred expenses related to the aforenradiauto dealershiplated loans during tl
course of foreclosing on and liquidating the rermajrassets of the borrowers. Additionally, the Camphas been named in several lawsuits by
banks that participated with MetaBank in these ilegdelationships. The Company has also incurrguabeges related to its retention of an
outside consulting firm to complete implementatioork related to section 404 of the Sarbanes-Oxlely At this time, the Company does not
anticipate that expenses associated with this im@teation work will continue at present levels othe long term. Finally, the Company
outsourced a significant portion of its internatldwvork to an outside consulting firm during fisgaar 2006.

INCOME TAX EXPENSE

Income tax expense from continuing operationsifmal year 2006 was $1.7 million, or an effectiar tate of 33.0%. In fiscal year 2005, the
Company recorded an income tax benefit of $491,60@n effective tax rate of 43.0%, due to thelogs recorded that year. The increase in
income taxes is primarily the result of the positeshange in operating results between the commgapsiods.

DISCONTINUED OPERATIONS



Income from discontinued operations was $309,008isoal year 2006 compared to a loss of $272,@dGiscal year 2005. The increase was
primarily related to a decrease in provision farldosses in the amount of $845,000 as comparttprior fiscal year. See Note 3 to the Notes
to Consolidated Financial Statements for furthecdssion on discontinued operations.

CRITICAL ACCOUNTING POLICY

The Company’s financial statements are preparedd@ordance with accounting principles generallyepted in the United States of America.
The financial information contained within thesatsments is, to a significant extent, financiabmfiation that is based on approximate meas
of the financial effects of transactions and evélmas$ have already occurred. Based on its condidaraf accounting policies that involve the
most complex and subjective decisions and assesspmeanagement has identified its most criticabaoting policies to be those related to the
allowance for loan losses and asset impairmentgsiys including the recoverability of goodwill.

The Company'’s allowance for loan loss methodologywiporates a variety of risk considerations, luptantitative and qualitative, in
establishing an allowance for loan loss that mamege believes is appropriate at each reporting dagentitative factors include the Compasy’
historical loss experience, delinquency and chaff&ends, collateral values, changes in nonpetfog loans, and other factors. Quantitative
factors also incorporate known information aboulividual loans, including borrowers’ sensitivity ittterest rate movements. Qualitative factors
include the general economic environment in the @amy’s markets, including economic conditions tigylwout the Midwest and, in particular,
the state of certain industries. Size and comptediindividual credits in relation to loan struogy existing loan policies, and pace of portfolio
growth are other qualitative factors that are cdeisid in the methodology. As the Company adds medygts and increases the complexity of
its loan portfolio, it will enhance its methodologgcordingly. Management may have reported a naditedifferent amount for the provision for
loan losses in the statement of operations to ah#mgallowance for loan losses if its assessnifethiecabove factors were different. This
discussion and analysis should be read in conjpmetith the Company’s financial statements andait@mpanying notes presented in this
Annual Report, as well as the portion of this




Meta Financial Group, Inc. and Subsidiaries
MANAGEMENT'S DISCUSSION AND ANALYSIS

Management’s Discussion and Analysis section edtitAsset Quality.” Although management believesltvels of the allowance as of both
September 30, 2007 and September 30, 2006 werei@eety absorb probable losses inherent in thepoatfolio, a decline in local economic
conditions or other factors could result in inciegdosses. See Notes 1 and 6 to the Notes to Gdasal Financial Statements.

Goodwill represents the excess of acquisition cogts the fair value of the net assets acquiredparchase acquisition. Goodwill is tested
annually for impairment.

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

As stated above, the Company derives a portiotsahcome from the excess of interest collected owerest paid. The rates of interest the
Company earns on assets and pays on liabilitiesrgty are established contractually for a peribtiroe. Market interest rates change over
time. Accordingly, the Company’s results of opera$, like those of most financial institutions, anpacted by changes in interest rates and the
interest rate sensitivity of its assets and liéib#i. The risk associated with changes in intenasts and the Company’s ability to adapt to these
changes is known as interest rate risk and is tmagany’s only significant “market” risk.

QUANTITATIVE ASPECTS OF MARKET RISK

The Company monitors and measures its exposuteatoges in interest rates in order to comply withligable government regulations and risk
policies established by the Board of Directors, endrder to preserve shareholder value. In momigpinterest rate risk, the Company analyzes
assets and liabilities based on characteristidadimy size, coupon rate, repricing frequency, mgtwate, and likelihood of prepayment.

If the Company’s assets mature or reprice moredhapir to a greater extent than its liabilitiesetinet portfolio value and net interest
income would tend to increase during periods ofgisates and decrease during periods of fallingrast rates. Conversely, if the Company’s
assets mature or reprice more slowly or to a lessnt than its liabilities, then net portfoliolwa and net interest income would tend to dect
during periods of rising interest rates and inceedisring periods of falling interest rates.

The Company currently focuses lending efforts tal@iiginating and purchasing competitively pricejuatable-rate and fixed-rate loan
products with short to intermediate terms to mé&ugenerally 5 years or less. This theoreticallgves the Company to maintain a portfolio of
loans that will have relatively little sensitivity changes in the level of interest rates, whitevjating a reasonable spread to the cost of liadslit
used to fund the loans.

The Company’s primary objective for its investmpattfolio is to provide a source of liquidity fdneé Company. In addition, the investment
portfolio may be used in the management of the Gomis interest rate risk profile. The investmenliggogenerally calls for funds to be
invested among various categories of security tgmesmaturities based upon the Company’s needdfaidity, desire to achieve a proper
balance between minimizing risk while maximizinglg, the need to provide collateral for borrowingsd to fulfill the Company asset/liabilit
management goals.

The Company’s cost of funds responds to changederest rates due to the relatively short-ternureadf its deposit portfolio, and due to
the relatively short-term nature of its borrowedds. The Company’s growing portfolio of low- or nost deposits provides a stable and
profitable funding vehicle, but also subjects th@any to greater risk in a falling interest rat@ionment than it would otherwise have
without this portfolio. This risk is due to the fabhat, while asset yields may decrease in a fallterest rate environment, the Company cannot
significantly reduce interest costs associated Wiéise deposits, which thereby compresses the Guoyispaet interest margin. As a result of the
Company’s new interest rate risk exposure in thgard, the Company has elected not to enter inyaaw longer term wholesale borrowings,
and generally has not emphasized longer term tiepesit products.

The Board of Directors and relevant government lsgguns establish limits on the level of acceptabterest rate risk at the Company, to
which management adheres. There can be no assuhaeever, that in the event of an adverse chamg#erest rates, the Company’s efforts to
limit interest rate risk will be successful.

NET PORTFOLIO VALUE

The Company uses a net portfolio value (“NPV”) aggmh to the quantification of interest rate riskisTapproach calculates the difference
between the present value of expected cash flawms &ssets and the present value of expected easgs fitom liabilities, as well as cash flows
from any off balance-sheet contracts. ManagemetiteoCompany’s assets and liabilities is performvétin the context of the marketplace, but
also within limits established by the Board of Rias on the amount of change in NPV that is aat#ptgiven certain interest rate changes.

Presented below (including discontinued operatioaspf September 30, 2007 and 2006, is an analf/tfie Company’s interest rate risk as
measured by changes in NPV for an instantaneouswustdined parallel shift in the yield curve, irDXasis point increments, up and down 200
basis points. As illustrated in the table belove @ompany’s NPV at September 30, 2007 was relgthalanced. Growth in the Company’s
portfolio of non-interest bearing deposits durirsg#l year 2007 has contributed to a balance shaeis slightly less asset sensitive, i.e. exhibit
more favorable changes in a rising rate environgrenof September 30, 2007, than was the casetrSkeer 30, 2006.



Certain shortcomings are inherent in the methoahalysis presented in the table. For example, adthaertain assets and liabilities may
have similar maturities or periods to repricingtimay react in different degrees to changes irketanterest rates. Also, the interest rates on
certain types of assets and liabilities may flutdua advance of changes in market interest rateie interest rates on other types may lag
behind changes in market rates. Additionally, éeréssets, such as adjustable rate mortgage lbaws,features that restrict changes in interest
rates on a short term basis and over the life @&gset. Furthermore, although management hasagstirohanges in the levels of prepayments
and early withdrawal in these rate environmentshseavels would likely deviate from those assunredalculating the table. Finally, the ability
of some borrowers to service their debt may deereathe event of an interest rate increase.

In addition to the NPV approach, the Company a¢semwvs gap reports, which measure the differentassets and liabilities repricing in
given time periods, and net income simulationssteas its interest rate risk profile. Managemaeriéeves its interest rate risk profile on a
quarterly basis.

ASSET QUALITY
It is management’s belief, based on informatiorilatée at fiscal year end, that the Company’s auresset quality is satisfactory. At

September 30, 2007, nonperforming assets, corgisfimpaired/non-accruing loans, accruing loansdaent 90 days or more, restructured
loans, foreclosed real estate, and repossessedmengroperty,

Change in Interest Ratt Board Limit At September 30, 200 At September 30, 200
(Basis Points % Change $ Change % Change $ Change % Change
Dollars In Thousands

+200 by (200% $ 60€ 1% $ 54¢€ 1%

+100 by (10) (221) (1) 562 1

0 — — — — —

-100 by (10) (545) (1) (907) @)

-200 by (20) (3,226) (4) (4,139 (6)
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totaled $2.6 million, or 0.38% of total assets, paned to $5.3 million, or 0.72% of total assetsSeptember 30, 2006.

Impaired/non-accruing and restructured loans ate®eiper 30, 2007 totaled $1.7 million. Forecloseaal estate and repossessed assets at
September 30, 2007 totaled $318,000.

The Company maintains an allowance for loan lobseause of the potential that some loans may nogimed in full. See Note 1 to the
Notes to Consolidated Financial Statements. At&aper 30, 2007, the Company had an allowance &or lasses in the amount of $4.5 milli
as compared to $6.4 million at September 30, 20ahagement’s periodic review of the adequacy ofalmvance for loan losses is based on
various subjective and objective factors including Company’s past loss experience, known and @mteisks in the portfolio, adverse
situations that may affect the borrowsedbility to repay, the estimated value of any ulyileg collateral, and current economic conditiovhile
management may allocate portions of the allowaacsgecifically identified problem loan situationse majority of the allowance is based on
judgmental factors related to the overall loan fotic and is available for any loan cha-offs that may occur. As stated previously, thexe be
no assurance that future losses will not exceathastd amounts, or that additional provisions &am losses will not be required in future
periods. In addition, the Company’s banks are suiltifereview by banking regulatory bodies, whicléd#he authority to require management to
make changes to the allowance for loan losses.

In determining the allowance for loan losses, ten@any specifically identifies loans that it coresiglto have potential collectibility
problems. Based on criteria established by Stateofdfinancial Accounting Standards (SFAS) No. 1daime of these loans are considered
“impaired” while others are not considered to b@aed, but possess weaknesses that the Compadaydseinerit additional analysis in
establishing the allowance for loan losses. Aleotloans are evaluated by applying estimated ktssrto various pools of loans. The Company
then analyzes other factors (such as economic tonsl in determining the aggregate amount of thewvance needed.

At September 30, 2007, $1.5 million of the allowaar loan losses was allocated to impaired lossmesenting 65.1% of the related loan
balances. See Note 6 to the Notes to Consolidateth€&ial Statements. $639,000 of the allowanceallasated to other identified problem loan
situations, representing 3.0% of the related lagarxres, and $2.4 million, representing 0.7% ofréheted loan balances, was allocated to the
remaining overall loan portfolio based on histdrioas experience and general economic conditidhSeptember 30, 2006, $2.7 million of the
allowance for loan losses was allocated to impdweds, representing 51.5% of the related loanrtals. $1.1 million was allocated to other
identified problem loan situations, and $2.5 milliwas allocated against losses from the overafl matfolio based on historical loss experience
and general economic conditions.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s primary sources of funds are depdsitsowings, principal and interest payments anfand mortgage backed securities, and
maturing investment securities. While scheduled legpayments and maturing investments are relgtjweldictable, deposit flows and early
loan repayments are influenced by the level ofr@gerates, general economic conditions, and cdtigret

The Company relies on advertising, quality custosgvice, convenient locations, and competitiveipg to attract and retain its deposits
and only solicits these deposits from its primagrket area. Based on its experience, the Compdigvbs that its consumer checking, savings,
and money market accounts are relatively stableceswf deposits. The Company’s ability to atteaad retain time deposits has been, and will
continue to be, affected by market conditions. Hasvethe Company does not foresee any signifiaamdihg issues resulting from the sensiti
of time deposits to such market factors.

The Company is aware that, due to higher levetoatentration risk, the low- and no-cost checkiegasits generated through MPS may
carry a greater degree of liquidity risk than ttedial consumer checking deposits. As a resultCtbpany closely monitors balances in these
accounts, and maintains a portfolio of highly ldjaissets to fund potential deposit outflows. Teddte Company has not experienced any
inordinate or unusual outflows related to MPS, tfftono assurance can be given that this will coetitaube the case.

MetaBank and MetaBank WC are required by regulatomaintain sufficient liquidity to assure theafs and sound operation. In the
opinion of management, both MetaBank and MetaBaika#é in compliance with this requirement.

Liquidity management is both a daily and long téamction of the Company’s management strategy. Cbmpany adjusts its investments
in liquid assets based upon management’s assessim@nexpected loan demand, (ii) the projectedikbility of purchased loan products,
(iif) expected deposit flows, (iv) yields availalde interest bearing deposits, and (v) the objestnf its asset/liability management program.
Excess liquidity is generally invested in intereatning overnight deposits and other short ternegownent agency obligations. If the Company
requires funds beyond its ability to generate tlaternally, it has additional borrowing capacitytivthe FHLB and other wholesale funding
sources. The Company is not aware of any signifitends in the Company’s liquidity or its ability borrow additional funds if needed.

The primary investing activities of the Company tre origination and purchase of loans and thehase of securities. During the years
ended September 30, 2007, 2006 and 2005, the Conopigmated loans totaling $274.5 million, $306ndlion, and $311.7 million,
respectively. Purchases of loans totaled $44.9anjl58.9 million, and $29.7 million during theays ended September 30, 2007, 2006 and
2005, respectively. During the years ended SepteB®e2007, 2006 and 2005, the Company purchasettjage-backed securities and other
securities available for sale in the amount of $18illion, $109,000 and $17.6 million, respectively

At September 30, 2007, the Company had unfundeddoenmitments of $50.million. See Note 17 to the Notes to Consolidatethfcial



Statements. Certificates of deposit scheduled tinman one year or less from September 30, 20Gifew $107.3 million. Based on its
historical experience, management believes thgréfisant portion of such deposits will remain tvithe Company; however, there can be no
assurance that the Company can retain all suchsitepdanagement believes that loan repayment #ret sources of funds will be adequate to
meet the Company’s foreseeable short and long-iguidity needs.

During July 2001, the Company’s unconsolidatedttsudsidiary, First Midwest Financial Capital Triissold $10.0 million in floating rate
cumulative preferred securities. Proceeds fronstie were used to purchase subordinated debemtukésta Financial
Group, which mature in the year 2031, and are madbke at any time after five years. The capitalsées are required to be redeemed on
July 25, 2031; however, the Company has the opticghorten the maturity date to a date not eatthian July 25, 2007. The Company used the
proceeds for general corporate purposes. See Rdtethe Notes to Consolidated Financial Statements

The Company and its banking subsidiaries, MetaBantkMetaBank WC, meet regulatory requirements lfagsification as well capitalized
institutions. See Note 16 to the Notes to Constéidi&inancial Statements. The Company does ndtipate any significant changes to its ca|
structure.

On August 23, 2004, the Company announced thadaed of Directors had authorized the Company’s E$®purchase up to 40,000
shares of the Company’s stock through open marképavately negotiated transactions. The ESOPkgpocchase was completed on April 18,
2005 at a total cost of $897,000. At Septembef80y7, the ESOP held 16,562 unallocated shareshw¥iltbe used to fund future contributic
to qualified employees.

The payment of dividends and repurchase of shagshie effect of reducing stockholders’ equityoPtd authorizing such transactions, the
Board of Directors considers the effect the dividlen repurchase of shares would have on liquidity regulatory capital ratios.

IMPACT OF INFLATION AND CHANGING PRICES

The Consolidated Financial Statements and Notesttheresented in this Annual Report have beengpeepin accordance with generally
accepted accounting principles,
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which require the measurement of financial positiad operating results in terms of historical dsllithout considering the change in the
relative purchasing power of money over time dumfiation. The primary impact of inflation is refited in the increased cost of the Company’s
operations. Unlike most industrial companies, \@ltpall the assets and liabilities of the Compang monetary in nature. As a result, interest
rates generally have a more significant impact &éinancial institution’s performance than do théeefs of general levels of inflation. Interest
rates do not necessarily move in the same dirgatioto the same extent, as the prices of goodsandces.

IMPACT OF NEW ACCOUNTING STANDARDS

In June 2006, the FASB issued FASB Interpretation48, (“FIN No. 48”),Accounting for Uncertainty in Income Taxas, Interpretation of
Statement No. 10%ccounting for Income TaxdsIN No. 48 prescribes a recognition threshold aeésnrement attribute for the financial
statement recognition and measurement of a taxiposaken or expected to be taken in a tax rettN.No. 48 is effective for fiscal years
beginning after December 15, 2006, with earlierpigdm permitted. The Company is currently assesiedinancial statement impact of
adopting FIN No. 48.

At its September 2006 meeting, the Emerging Is3as& Force (“EITF”) reached a final consensus sndsNo. 06-04Accounting for
Deferred Compensation arPostretirement Benefit Aspects of Endorsement-Bpliar Life Insurance ArrangementShe consensus stipulates
that an agreement by an employer to share a partithre proceeds of a life insurance policy withesmployee during the postretirement peric
a postretirement benefit arrangement required tadoseunted for under Statement No. 106 (“SFAS Né.Ylor Accounting Principles Board
(“APB”) Opinion No. 12, Omnibus Opinion—1967. Thensensus concludes that the purchase of a spléardié insurance policy does not
constitute a settlement under SFAS No. 106 andethie, a liability for the postretirement obligatimust be recognized under SFAS No. 106 if
the benefit is offered under an arrangement thastitoites a plan or under APB No. 12 if it is nattpof a plan. Issue 084 is effective for annu
or interim reporting periods beginning after Decemb5, 2007. The Company has endorsementdglliar life insurance policies and is currel
assessing the financial statement impact of impigimg EITF 06-04.

At its March 2007 meeting, the EITF reached a fo@misensus on Issue No. 06-2A@counting for Collateral Assignment Split-Dollaifd.
Insurance ArrangementA consensus was reached that an employer showdmee a liability for the postretirement beneétated to a
collateral assignment split-dollar life insuranceaagement in accordance with either FASB StaterNentL06 or APB Opinion No. 12, as
appropriate, if the employer has agreed to mairgdife insurance policy during the employee’sratient or provide the employee with a death
benefit based on the substantive agreement witbriiffoyee. A consensus also was reached that aleynghould recognize and measure an
asset based on the nature and substance of theéecallassignment split-dollar life insurance agement. The consensuses are effective for
fiscal years beginning after December 15, 2007uding interim periods within those fiscal yearsthwearly application permitted. The
Company has endorsement split-dollar life insurgraeies and is currently assessing the finarstaement impact of implementing EITF 06-
10.

In September 2006, the FASB issued Statement Nf.(1SFAS No. 157”)Fair Value MeasurementSFAS No. 157 defines fair value,
establishes a framework for measuring fair valne, expands disclosures about fair value measuresmi¢ictarifies that fair value is the price
that would be received to sell an asset or patdatwsfer a liability in an orderly transaction betm market participants in the market in which
the reporting entity transacts. SFAS No. 157 dagsequire any new fair value measurements, bberatt provides enhanced guidance to other
pronouncements that require or permit assets loititias to be measured at fair value. SFAS No. K5&ffective for fiscal years beginning after
November 15, 2007, with earlier adoption permitfBlade Company does not expect that the adoptio8fSSNo. 157 will have a materi
impact on its financial position, results of op@atand cash flows.

FORWARD LOOKING STATEMENTS

The Company, and its wholly-owned subsidiaries,dBaink, MetaBank WC, and Meta Trust, may from timé&rhe make written or oral
“forward-looking statements,” including statemeotstained in this Annual Report and in its filingigh the Securities and Exchange
Commission (“SEC")in its reports to shareholders, and in other comications by the Company, which are made in goath tay the Compan
pursuant to the “safe harbor” provisions of thes&e Securities Litigation Reform Act of 1995.

These forward-looking statements include statemwittsrespect to the Company’s beliefs, expectati@stimates, and intentions that are
subject to significant risks and uncertainties, arelsubject to change based on various factarse £6 which are beyond the Compasigontrol
Such statements address the following subjectsrdudperating results; customer retention; loanahdr product demand; important
components of the Company’s balance sheet and imstatements; growth; new products and expansidrsanvices, such as those offered by
MPS or MetaBank; credit quality and adequacy oérness; technology; and our employees. The followagjors, among others, could cause the
Company’s financial performance to differ mategidiom the expectations, estimates, and intenteqsessed in such forward-looking
statements: competition; the strength of the Un@tates economy in general and the strength dbta economies in which the Company
conducts operations; the effects of, and changesaitle, monetary, and fiscal policies and lawsluiding interest rate policies of the Federal
Reserve Board; inflation, interest rate, market] monetary fluctuations; the timely developmenaoél acceptance of new products and services
offered by the Company as well as risks (includitigation) attendant thereto and the perceivedrall@alue of these products and services by
users; the impact of changes in financial servit@ss and regulations; technological changes; attipns; risk in general, including but not
limited to those risks involving the MPS divisichg growth of the Company’s business as well agesgs related thereto; changes in consumel
spending and saving habits; and the success @dhgany at managing and collecting assets of bam®wmn default.

The foregoing list of factors is not exclusive. Atitthal discussions of factors affectithe Compan’s business and prospects are conta



in the Company’s periodic filings with the SEC. TBempany expressly disclaims any intent or obl@yato update any forward-looking
statement, whether written or oral, that may be erfaoin time to time by or on behalf of the Companyts subsidiaries.

The following table summarizes the Company’s sigaifit contractual obligations at September 30, Z0®ilars in Thousands):

Contractual Obligations Total Less than 1 yea 1to 3 year: 3 to 5 year: More than 5 year:
Time deposit: $ 156,72: $ 107,30! $ 42,67¢ $ 6,73¢ $ =
Long-term debt 68,22¢ 21,22¢ 30,00¢( 10,00( 7,00(
Operating lease 12,98¢ 1,251 2,807 2,98 5,94(
Subordinate debentures

Issued to capital tru: 10,31( — — — 10,31(
Data processing services 667 35E 312 — —

Total $ 248,90¢ $ 130,13 $ 75,79¢ $ 19,72¢ $ 23,25(
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Meta Financial Group, Inc. and Subsidiaries

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF DIRECTORS
META FINANCIAL GROUP, INC. AND SUBSIDIARIES
STORM LAKE, IOWA

We have apdited the consofidated statements of financial
condition of Meta Financial Group, Inc. and Subsidiaries as of
September 30, 2007 and 2006, and the related consolidated
statements of operations, comprehensive income (oss), changes
in shareholders" equity and cash fiows for asch of the e
vears in the period ended Seplember 30, 2007, These financial
statements are the resporstbility of the Company’s management.
Our responsibifity is 1o express an opinion on these financial
alatements bazed on our audits,

We conducted our andits in accondance with the standards
of the Public Company Actounting Oversight Board (Unitad
States), Those standards require that we plan and perform the:
audit to oblain reasonable assurance about whether the fnancis
atatements are e of material misstatemeant. An audit inchedes
examining, on a test basis, evidence supparting the amounts and
dischosures in the financial statements. An audit akea includes
amsessing the accounting principies used and significant esti-
mates made by management, a5 well as evaluating the overal
financial statement presentation. We: befleve: that our audits
provide a reascnable basis for our opinion,

I caar cpinion, thi consolidated financial statements referred
to abowe pregent fairly, in all materal respects, the financil
position of Meta: Financlal Group, Inc. and Subsidiarkes as of
September 30, 2007 and 2006, and e results of their opera-
tiores and their cash fows for each of the three years in the
period endad Septerber 30, 2007, in conformity with LS,
generally accepted accounting principles,

Az described in Noke 2 to e financial statements, the
2006 financial statements have been restated for errorg in the
application of an accounting principks and in the method of
TEVEnLE Ecognition

/%2’4% by Ll
Des Momnes, lwa / <

January 7, 2008
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Meta Financial Group, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
Dollars in Thousands, Except Share and Per Shawe Da

SEPTEMBER 30, 2007 AND 2006

2007 200¢€
(Restated
ASSETS
Cash and due from ban $ 1,21C % 7,22¢
Interes-bearing deposits in other financial institutic 10,11( 100,24
Total cash and cash equivale 11,32( 107,47:
Federal funds sol 75,00( —
Securities purchased under agreements to | — 5,891
Investment securities available for s 25,96( 27,424
Mortgage-backed securities available for s 132,74 145,02(
Loans receivable—net of allowance for loan losSe®10493 at September 30, 2007 and $6,391 a
September 30, 20C 355,61: 368,95¢
Federal Home Loan Bank and Federal Reserve Bank,stbcos 4,01¢ 5,05
Accrued interest receivab 4,18¢ 4,07¢
Premises and equipment, | 19,70 16,88¢
Bank-owned life insuranc 12,261 11,82
Assets related to discontinued operations, heldde 35,77( 40,29¢
Goodwill 1,50¢ 1,50¢
Other asset 7,997 6,51(
Total assets $ 686,08( $ 740,92:
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Nor-interes-bearing checkini $ 260,09¢ $ 186,13!
Interes-bearing checkin 14,60( 24,52¢
Savings Deposit 10,26¢ 28,17¢
Money Market Deposit 81,29: 98,69’
Time certificates of depos 156,72! 200,63!
Total deposits 522,97¢ 538,16¢
Advances from Federal Home Loan Be 68,00( 89,30(
Securities sold under agreements to repurc 224 15,17¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 842 89t
Liabilities related to discontinued operations chigr sale 30,94¢ 37,74
Accrued expenses and other liabilit 4,67¢ 4,222
Total liabilities 637,98: 695,82:
COMMITMENTS AND CONTINGENCIES (NOTES 17 AND 18)
SHAREHOLDERS’ EQUITY
Preferred stock, 800,000 shares authorized, n@shssued or outstandil — —
Common stock, $.01 par value; 5,200,000 shareoeréu, 2,957,999 shares issued, 2,589,717 ¢
2,534,367 shares outstanding at September 30, @t0%eptember 30, 2006, respecti\ 30 30
Additional paic-in capital 21,95¢ 20,96¢
Retained earnin—substantially restricte 36,80¢ 36,95¢
Accumulated other comprehensive (lo (3,349 (4,549
Unearned Employee Stock Ownership Plan sk (377) (509)
Treasury stock, 368,282 and 423,632 common sharesst, at September 30, 2007 and
September 30, 2006, respectiv (6,973 (7,796
Total shareholders’ equity 48,09¢ 45,09¢
Total liabilities and shareholders equity $ 686,08( $ 740,92:

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 Shawe Da

YEARS ENDED SEPTEMBER 30, 2007, 2006 AND 2005

2007 200¢ 2008
(Restated
Interest and dividend incom
Loans receivable, including fe $ 25,58 $ 27,94¢ 28,10
Mortgage-backed securitie 5,50( 6,18t 8,68¢
Other investment 6,69( 3,97¢ 1,57
37,774 38,11: 38,36¢
Interest expenst
Deposits 11,66¢ 12,75¢ 11,50(
FHLB advances and other borrowir 5,30¢ 6,85¢ 8,80¢
16,96 19,61’ 20,30¢
Net interest income 20,80 18,50: 18,06:
Provision for loan losse 3,16¢ 311 4,71z
Net interest income after provision for loan losse 17,63¢ 18,19( 13,35(
Nor-interest income
Card fees 15,37 10,82 1,24(
Gain on sale of branch offic 3,331 — —
Deposit Fee 88t 852 1,15¢
Loan Fee: 58C 44¢ 272
Gain (loss) on sale of securities available foe saét 49€ — ()]
Bank-owned life insurance incon 43€ 55k 444
Other income 75E 821 39¢
21,85¢ 13,49¢ 3,50z
Non-interest expenst
Compensation and benef 18,24¢ 12,79¢ 10,92:
Card processing expen 6,377 2,98¢ 337
Occupancy and equipment expe 4,00z 2,932 2,34¢
Legal and consulting expen 2,96¢ 3,021 81t
Data processing expen 911 62¢ 57¢
Marketing 797 71z 74&
Other expens 3,657 3,561 2,251
36,95¢ 26,64( 17,99¢
Income (loss) from continuing operations before ineme tax expensi
(benefit) 2,53¢ 5,04t (1,149
Income tax expense (benefit) from continuing opent 1,22i 1,66¢€ (497
Income (loss) from continuing operations 1,312 3,37¢ (652)
Income (loss) from discontinued operations befaxes (394 45¢ (46€)
Income tax expense (benefit) from discontinued afpens (253) 14¢ (199
Income (loss) from discontinued operation: (147) 30¢ (272
Net income (loss' $ 1,171 $ 3,68¢ (924)
Basic earnings (loss) per common sh
Income (loss) from continuing operatic $ 05z $ 1.3¢€ (0.27)
Income (loss) from discontinued operatit (0.06) 0.12 (0.11)
Net income (loss $ 0.4 $ 1.4¢ (0.3€)
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic $ 0.5C $ 1.34 (0.27)
Income (loss) from discontinued operati (0.05) 0.1z (0.17)
Net income (loss $ 0.4t $ 1.4¢€ (0.3€)




Dividends declared per common sh $ 05z $ 05z $ 0.52

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

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LO SS)
Dollars in Thousands, Except Share and Per Shae Da

YEARS ENDED SEPTEMBER 30, 2007, 2006 AND 2005

2007 200¢ 200t
(Restated
Net income (loss $ 1,171 $ 3,68t $ (929
Other comprehensive income (los
Change in net unrealized gain (loss) on securtuslable for sali 1,422 (2,18¢) (3,109
Gains (losses) realized in net inco 49€ — (19)
1,91¢ (2,186 (3,090
Deferred income tax effe 71E (819 (1,149
Total other comprehensive income (lo 1,202 (1,367) (1,947
Total comprehensive income (lo¢ $ 2,374 $ 2,321 $ (2,86%)
See Notes to Consolidated Financial Statements.
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’' EQUITY
Dollars in Thousands, Except Share and Per Shaie Da
YEARS ENDED SEPTEMBER 30, 2007, 2006 AND 2005
Unearnec
Accumulated Employee
Additional Other Stock Total
Common Paid-in Retainec Comprehensive Ownership  Treasury Sharehholders’
Stock Capital Earnings (Loss) Net of Ta Plan Share: Stock Equity
Balance, September 30, 2C $ 30 $ 20,67¢ $ 36,75¢ $ (1,240 $ (395 $ (8,557 $ 47,27¢
Cash dividends declared on common stock ($.52 e} — — (1,277) — — — (1,277)
Puchase of 1,000 common shares of treasury : — — — — — (26) (26)
Issuance of 13,630 common shares from treasurk sioe to exercise
of stock options — (83) — — — 314 231
Purchase of 30,000 common shares for E — — — — (684) — (684)
14,000 common shares committed to be released timel&SOF — 51 — — 254 — 30E
Change in net unrealized losses on securitiesablaifor sale, ne — — — (1,94) — — (1,94)
Net (loss) for year ended September 30, Z — — (924) — — — (924)
Balance, September 30, 2C $ 30 $ 20,647 $ 3455 $ (3,180 $ (825 $ (8,269 $ 42,95¢
Balance, September 30, 2C $ 30 $ 20,647 $ 3455 $ (3,180 $ (825) $ (8,269 $ 42,95¢
Cash dividends declared on common stock ($.52 e} — — (1,297) — — — (1,297)
Issuance of 18,712 common shares from treasurk sioe to exercise
of stock options — (15€) — — — 42¢ 218
Issuance of 3,667 common shares from treasury stoeko issuance
nonvested share — (44) — — — 44 —
Stock compensatic — 481 — — — — 481
14,500 common shares committed to be released timel&SOF — 41 — — 31¢ — 357
Change in net unrealized losses on securitiesablaifor sale, ne — — — (1,367%) — — (1,367%)
Net income for year ended September 30, 2006 (fe§ — — 3,68¢ — — — 3,68¢
Balance, September 30, 2006 (Resta 30 $ 20,96¢ $ 36,95: $ (4,548 $ (509) $ (7,796 $ 45,09¢
Balance, September 30, 2006 (Resta $ 30 $ 20,96¢ $ 36,95 $ (4,549 $ (509 $ (7,796 $ 45,09¢
Cash dividends declared on common stock ($.52 e} — — (1,319 — — — (1,319
Issuance of 55,350 common shares from treasurk sioe to exercise
of stock options — (230 — — — 82: 693
Stock compensatic — 1,117 — — — — 1,117
5,750 common shares committed to be released tinel&SOF — 2 — — 132 — 134
Change in net unrealized losses on securitiesablaifor sale, ne — — — 1,20: — — 1,20:
Net income for year ended September 30, 2 — — 1,171 — — — 1,171
Balance, September 30, 2C $ 30 $ 21,95¢ $ 36,80 $ (3,345 $ (377) $ (6,979 $ 48,09¢

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
Dollars in Thousands, Except Share and Per Shae Da

YEARS ENDED SEPTEMBER 30, 2007, 2006 AND 2005

2007 200¢ 2008
(Restated
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) from continuing operatic 1,312 3,37¢ (652)
Adjustments to reconcile net income (loss) to mesthcfrom operating activitie
Effect of contribution to employee stock ownerspian 134 357 30E
Depreciation, amortization and accretion, 2,58( 3,02t 3,012
Provision for loan losse 3,16¢ 311 4,71z
Stock compensatic 1,115 481 —
(Gain) on sale of branch offic (3,33)) — —
(Gain) on sale of othe (71) (64) (48)
(Gain) loss on sale of investments, (49€) — 8
Net change in accrued interest receive (227 (17¢€) 417)
Net change in other assi (2,410 (2,264 (649)
Net change in accrued interest pay: (53) 31 451
Net change in accrued expenses and other liabi 64¢ 3,29¢ (1,249
Net cash provided by operating activities 2,47 8,37t 5,47¢
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of securities available for < (13,216 (109 (17,629
Net change in Fed Funds st (75,000 — —
Proceeds from sales of securities available far 1,09¢ — 19,47(
Net change in securities purchased under agrecmessell 5,891 31,62: (25,10¢)
Proceeds from maturities and principal repaymehsgourities available for sa 27,08¢ 38,26: 70,317
Loans purchase (44,917 (58,929 (29,730
Net change in loans receival 52,83( 107,70° (13,779
Proceeds from sales of foreclosed real e! 31¢ 4,281 22
Cash transferred to buyer on sale of bre (33,66%) — —
Net change in FHLB / FRB sto« 1,03¢ 2,41¢ 2,76¢
Proceeds from the sale of premises and equip 18 — —
Purchase of premises and equipn (4,759 (3,762 (4,349
Net cash provided by (used) in investing activitie (83,26¢) 121,49: 1,98¢
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in checking, savings, and money marggbsits 37,56 77,64 75,25¢
Net change in time depos (15,88:) (49,73)) 85¢&
Net repayments of advances from Federal Home L@ank (21,300 (57,25() (64,35()
Net change in securities sold under agreementgpiarchast (14,955 (5,329 (12,04
Cash dividends pai (1,319 (2,297 (2,277
Purchase of shares by ES! — — (684)
Proceeds from exercise of stock optis 54C 187 23C
Purchase of treasury sto — — (26)
Other, ne — — 38E
Net cash (used in) financing activitie: (15,359 (35,777) (1,657
Net change in cash and equivalent (96,157) 94,09¢ 5,817
Cash and cash equivalents at beginning of pe 107,47. 13,37t 7,55¢
Cash and cash equivalents at end of pe 11,32( 107,47. 13,37¢
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the period fc
Interest 17,02( 19,62( 19,84+
Income taxe: 57C 1,68¢ 60€
SUPPLEMENTAL SCHEDULE OF NON -CASH INVESTING AND FINANCING
ACTIVITIES:
Loans transferred to foreclosed real es 31¢ 50 4,72¢

SALE OF BRANCH
Assets disposet
Loans

(2,229



Accrued interest receivab (14)

Premises and equipme (230)
Liabilities assumed by buye
Noninteres-bearing demand, savings, NOW and money market de m@posit: 11,14
Time deposit: 28,03(
Other liabilities 192
(Gain) on sale of office property, r (3,33))
Cash paic 33,66¢

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollars in Thousands, Except Share and Per Shawe Da

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include tumants of Meta Financial Group, Inc. (the “Compang bank holding company located in
Storm Lake, lowa, and its wholly owned subsidiarigsch include MetaBank (the “Bank”), a federallyactered savings bank whose primary
regulator is the Office of Thrift Supervision, MBi@nk West Central (“MBWC"), a state chartered conuia bank whose primary federal
regulator is the Federal Reserve (together the KBanFirst Services Financial Limited and Brookin8ervice Corporation, which offer
noninsured investment products, and Meta Trust Gmy$ which offers various trust services. The Compasy awns 100% of First Midwest
Financial Capital Trust | (the “Trust”), which wsmed in July 2001 for the purpose of issuingttpreferred securities. The Company presents
the activity in the Trust under Financial AccougtiBtandards Board (“FASB”) Interpretation No. 4&{#ed),Consolidation of Variable

Interest Entities, which requires the Company to use the equity otetif accounting for this investment. All signifitantercompany balances
and transactions have been eliminated. The resudtscontinued operations have been reported atgwiin the consolidated financial
statements and the previously reported financa#éstents have been reclassified.

NATURE OF BUSINESS AND INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company isries$t from the purchase or origination of consurmemmercial, agricultural, commercial
real estate, and residential real estate loansitidddlly, a significant source of income for ther@pany relates to payment processing services
for prepaid debit cards, ATM sponsorship, and otheney transfer systems and services. The Compamgpts deposits from customers in the
normal course of business primarily in northwest eantral lowa and eastern South Dakota. The Coynpperates in the banking industry,
which accounts for the majority of its revenues asslets. The Company uses the “management apprmackporting information about
segments in annual and interim financial statemdite management approach is based on the wayittieoperating decision-maker organizes
segments within a company for making operatingsiens and assessing performance. Reportable segarenbased on products and services,
geography, legal structure, management structuteaap other manner in which management disaggregatempany. Based on the
management approach model, the Company has detattfiat its business is comprised of two reporsiegments.

Assets held in trust or fiduciary capacity are asdgets of the Company and, accordingly, are nbided in the accompanying consolidated
financial statements.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates and
assumptions that affect the reported amounts etsdgbilities and disclosure of contingent assetd liabilities at the date of the financial
statements and the reported amounts of revenuexgahses during the reporting period. Actual restduld differ from those estimates. Cer
significant estimates include the allowance fonlé@sses, the valuation of goodwill and the failuea of securities and other financial
instruments. These estimates are reviewed by marageegularly; however, they are particularly sysible to significant changes in the
future.

CASH AND CASH EQUIVALENTS AND FEDERAL FUNDS SOLD

For purposes of reporting cash flows, cash and egslvalents is defined to include the Company&haan hand and due from financial
institutions and short-term interest-bearing dejsdai other financial institutions. The Companya#p cash flows net for customer loan
transactions, securities purchased under agreemessell, deposit transactions, securities solteuagreements to repurchase, and Federal
Home Loan Bank of Des Moines (“FHLB”") advances wighms less than 90 days. The Bank is requiredaintain reserve balances in cash or
on deposit with the Federal Reserve Bank, basedpmercentage of deposits. The total of those redealances was none and approximately
$5.95 million at September 30, 2007 and 2006, smdy. The Company at times maintains balancesxaess of insured limits at various
financial institutions including the FHLB, the FedeReserve Bank, and other private institutionsSAptember 30, 2007 the Company had
$10,000 of interest bearing deposits held at theB:Ht September 30, 2007 the Company had $75,006deral funds sold at several private
institutions. The Company does not believe thesgy @significant risk of loss, but cannot proviagsurances that no losses could occur if these
institutions were to become insolvent.

SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

Securities purchased under agreement to reseltgnmature or reprice within one week and areiedrat cost.

SECURITIES

The Company classifies all securities as availédiisale. Available for sale securities are thdme@ompany may decide to sell if needed for
liquidity, asset-liability management or other r@as. Available for sale securities are reportefdiatvalue, with net unrealized gains and losses

reported as other comprehensive income or lossaparate component of shareholders’ equity, niebof

Gains and losses on the sale of securities arendieted using the specific identification methoddzhsn amortized cost and are reflecte



results of operations at the time of sale. Inteaest dividend income, adjusted by amortizationwthase premium or discount over the
estimated life of the security using the level ¢iglethod, is included in income as earned.

Declines in the fair value of individual securitieslow their amortized cost that are deemed totherdahan-temporary are reflected in
earnings as realized losses. In estimating other-tamporary impairment losses, management cossfiigthe length of time and the extent to
which the fair value has been less than costh@fihancial condition and near-term prospectefissuer, and (3) the intent and ability of the
Company to retain its investment in the issuerafperiod of time sufficient to allow for any arnpiated recovery in fair value.

LOANS RECEIVABLE

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

Interest income on loans is accrued over the tdrineoloans based upon the amount of principaltanting except when serious doubt
exists as to the collectibility of a loan, in whichse the accrual of interest is discontinuedréstancome is subsequently recognized only to the
extent that cash payments are received until, inagament’s judgment, the borrower has the abiithake contractual interest and principal
payments, in which case the loan is returned touatstatus.

LOAN ORIGINATION FEES, COMMITMENT FEES AND RELATED COSTS

Loan fees and certain direct loan origination cas¢ésdeferred, and the net fee or cost is recodrasean adjustment to interest income using the
interest method.

ALLOWANCE FOR LOAN LOSSES

Because some loans may not be repaid in full, lawahce for loan losses is recorded. The allowdockan losses is increased by a provision
for loan losses charged to expense and decreasgthbye-offs (net of recoveries). Estimating tis& of loss and the amount of loss on any loan
is necessarily subjective. Management'’s periodadweation of the adequacy of the allowance is basethe Company’s past loan loss
experience, known and inherent risks in the pddf@dverse situations that may affect the

16




Meta Financial Group, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Dollars in Thousands, Except Share and Per Shawe Da

borrower’s ability to repay, the estimated valuen§ underlying collateral, and current economieditions. While management may
periodically allocate portions of the allowance $pecific problem loan situations, the entire ablowe is available for any loan charge-offs that
occur.

Loans are considered impaired if full principalimierest payments are not anticipated in accordaitbethe contractual loan terms.
Impaired loans are carried at the present valiexpécted future cash flows discounted at the loeffiéctive interest rate or at the fair value of
the collateral if the loan is collateral dependénportion of the allowance for loan losses is edited to impaired loans if the value of such loans
is deemed to be less than the unpaid balanceedtthllocations cause the allowance for loan lassexjuire an increase, such increase is
reported as a component of the provision for |amsés.

The allowance consists of specific, general, arallacated components. The specific component elatéoans that are classified either as
doubtful, substandard, or special mention. For doahs that are also classified as impaired, awalhce is established when the discounted
flows (or collateral value or observable marketeyiof the impaired loan is lower than the carryiafue of that loan. The general component
covers loans not considered impaired and is basddstorical loss experience adjusted for qualitafactors. An unallocated component is
maintained to cover uncertainties that could affeahagement’s estimate of probable losses. Théogastd component of the allowance
reflects the margin of imprecision inherent in threlerlying assumptions used in the methodologiesdtimating specific and general losses in
the portfolio.

Smaller-balance homogeneous loans are evaluateshp@irment in total. Such loans include residddiiat mortgage loans secured by one-
to-four family residences, residential constructioans, and automobile, manufactured homes, homiéyeand second mortgage loans.
Commercial and agricultural loans and mortgagedasatured by other properties are evaluated inaiyl for impairment. When analysis of
borrower operating results and financial condifiogicates that underlying cash flows of the borrowdusiness are not adequate to meet its
service requirements, the loan is evaluated forinmpent. Often this is associated with a delayhartfall in payments of 90 days or more. Non-
accrual loans are often also considered impairagalred loans, or portions thereof, are chargedvb&n deemed uncollectible.

FORECLOSED REAL ESTATE AND REPOSSESSED ASSETS

Real estate properties and repossessed assetseddtpuough, or in lieu of, loan foreclosure argiafly recorded at the lower of cost or fair va
less selling costs at the date of foreclosurepéistang a new cost basis. Any reduction to failueafrom the carrying value of the related loan at
the time of acquisition is accounted for as a llmss and charged against the allowance for loaseks/aluations are periodically performed by
management and valuation allowances are incre&sedgh a charge to income for reductions in falugar increases in estimated selling cc

INCOME TAXES

The Company records income tax expense based amtbent of taxes due on its tax return plus defietages computed based on the expected
future tax consequences of temporary differencesdsn the carrying amounts and tax bases of assdtBabilities, using enacted tax rates.
Deferred tax assets are reduced by a valuatiowatioe when, in the opinion of management, it isenlideely than not that some portion or all
the deferred tax assets will not be realized.

PREMISES AND EQUIPMENT

Land is carried at cost. Buildings, furniture, irts, leasehold improvements and equipment aredaat cost, less accumulated depreciatior
amortization computed principally by using the igfin&line method over the estimated useful liveshef assets, which range from 15 to 39 years
for buildings, 5 to 20 years for leasehold improeas and 3 to 7 years for furniture, fixtures agdipment. These assets are reviewed for
impairment when events indicate the carrying amousy not be recoverable.

TRANSFERS OF FINANCIAL ASSETS

Transfers of financial assets are accounted feakes when control over the assets has been sareghdontrol over transferred assets is
deemed to be surrendered when (1) the assets kanddwlated from the Company, (2) the transfebgais the right (free of conditions that
constrain it from taking advantage of that riglotptedge or exchange the transferred assets, atlde(€ompany does not maintain effective
control over the transferred assets through areaggat to repurchase them before their maturity.

BANK-OWNED LIFE INSURANCE

Bank-owned life insurance represents the cashrsderesalue of investments in life insurance congraarnings on the contracts are based on
the earnings on the cash surrender value, lesalityrtosts.

EMPLOYEE STOCK OWNERSHIP PLAN
The Company accounts for its employee stock owmggdan (ESOP) in accordance with AICPA StatemédRasition (SOP) 93-6. Under SOP

93-6, the cost of shares issued to the ESOP, hytet@llocated to participants, are presentetiénconsolidated balance sheets as a reduction o
shareholder equity. Compensation expense is recorded basedeamarket price of the shares as they are comniiited released for allocati



to participant accounts. The difference betweermhbeket price and the cost of shares committecteeleased is recorded as an adjustment to
additional paid-in capital. Dividends on allocate8OP shares are recorded as a reduction of retaarathgs. Dividends on unallocated shares
are used to reduce the accrued interest and painaipount of the ESOP’s loan payable to the Company

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

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

GOODWILL

Goodwill is not amortized but is subject to an innpeent test at least annually or more often if doads indicate a possible impairment.
ASSETS AND LIABILITIES RELATED TO DISCONTINUED OPER ATIONS

Assets and liabilities related to discontinued afiens are carried at the lower of cost or estichatarket value in the aggregate.
SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities ungigements to repurchase with primary dealers evitych provide for the repurchase of the
same security. Securities sold under agreememéptachase identical securities are collaterallaedssets which are held in safekeeping in the
name of the Bank or by the dealers who arrangettéinsaction. Securities sold under agreementspiorchase are treated as financings, and the
obligations to repurchase such securities areateilieas a liability. The securities underlying #igeements remain in the asset accounts of the
Company.

REVENUE RECOGNITION

Interest revenue from loans and investments isgrized on the accrual basis of accounting as tieedst is earned according to the terms of the
particular loan or investment. Income from sendoe other customer charges in recognized as edbaed.fee revenue within the MPS division
is recognized as services are performed and sechimges are earned in accordance with the terrieofarious programs.
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EARNINGS PER COMMON SHARE (EPS)

Basic EPS is based on the net income divided byvtighted average number of common shares outsiguaidiring the period. Allocated ESOP
shares are considered outstanding for earningsgmemon share calculations, as they are committée t@leased; unallocated ESOP shares are
not considered outstanding. Diluted EPS shows iflhéwk effect of additional potential common sharssuable under stock option plans. EPS,
both basic and diluted, have been computed on tincmy and discontinued operations basis.

COMPREHENSIVE INCOME

Comprehensive income consists of net income aretr atbmprehensive income. Other comprehensive inéoahgdes the net change in net
unrealized gains and losses on securities avaifabkale, net of reclassification adjustments tanxdeffects, and is recognized as a separate
component of shareholders’ equity.

STOCK COMPENSATION

Effective October 1, 2005, the Company adoptedeBtant of Financial Accounting Standards (“SFAS”). NB3(R),Share-Based Payment,
using a modified prospective application. Priothat date, the Company accounted for stock optraards under APB Opinion No. 25,
Accounting for Stock Issued to Employdn accordance with SFAS No. 123(R), compensatigrersge for share based awards is recorded over
the vesting period at the fair value of the awartha time of grant. The recording of such compgasaxpense began on October 1, 2005 for
shares not yet vested as of that date and foeallgrants subsequent to that date. Prior yeassilts have not been restated. The exercise @i
options or fair value of nonvested shares grantetuthe Company’s incentive plans is equal tdairemarket value of the underlying stock at
the grant date. The Company assumes no projectisitfioes on its stock based compensation, sinteahhbistorical forfeiture rates on its stock
based incentive awards has been negligible.

RECLASSIFICATIONS

Certain 2006 amounts have been reclassified tooconfo the 2007 presentation. 2006 and 2005 amdwavis been reclassified for discontinued
operations for comparative purposes.

NEW ACCOUNTING PRONOUNCEMENTS

In June 2006, the FASB issued FASB Interpretation 48, (“FIN No. 48"),Accounting for Uncertainty in Income Taxas, Interpretation of
Statement No. 10%ccounting for Income TaxdsIN No. 48 prescribes a recognition threshold aeéisnrement attribute for the financial
statement recognition and measurement of a taxiposaken or expected to be taken in a tax retthN.No. 48 is effective for fiscal years
beginning after December 15, 2006, with earlierpigdm permitted. The Company is currently assesiedinancial statement impact of
adopting FIN No. 48.

At its September 2006 meeting, the Emerging Is3as& Force (“EITF”) reached a final consensus snésNo. 06-04Accounting for
Deferred Compensation arPostretirement Benefit Aspects of Endorsement-Bpliar Life Insurance ArrangementShe consensus stipulates
that an agreement by an employer to share a parfitite proceeds of a life insurance policy witheamployee during the postretirement peric
a postretirement benefit arrangement required tacoeunted for under Statement No. 106 (“SFAS Né."Ylor Accounting Principles Board
(“APB”) Opinion No. 12,0mnibus Opinion—1967The consensus concludes that the purchase oftalsfir life insurance policy does not
constitute a settlement under SFAS No. 106 andefbiee, a liability for the postretirement obligatimust be recognized under SFAS No. 106 if
the benefit is offered under an arrangement thastitoites a plan or under APB No. 12 if it is nattpof a plan. Issue 084 is effective for annu
or interim reporting periods beginning after Decemb5, 2007. The Company has endorsementdglli&r life insurance policies and is currel
assessing the financial statement impact of impigimg EITF 06-04.

At its March 2007 meeting, the EITF reached a fomisensus on Issue No. 06-2A@counting for Collateral Assignment Split-Dollaifd.
Insurance ArrangementA consensus was reached that an employer showdmee a liability for the postretirement beneéitated to a
collateral assignment split-dollar life insuranceaagement in accordance with either FASB StaterNentL06 or APB Opinion No. 12, as
appropriate, if the employer has agreed to mairgdife insurance policy during the employee’sratient or provide the employee with a death
benefit based on the substantive agreement witbrtifdoyee. A consensus also was reached that alownghould recognize and measure an
asset based on the nature and substance of théecallassignment split-dollar life insurance agement. The consensuses are effective for
fiscal years beginning after December 15, 20074uding interim periods within those fiscal yearsthnearly application permitted. The
Company has endorsement split-dollar life insurgraeies and is currently assessing the finarstaement impact of implementing EITF 06-
10.

In September 2006, the FASB issued Statement Nf.(1SFAS No. 157”)Fair Value MeasurementSFAS No. 157 defines fair value,
establishes a framework for measuring fair valnel, @xpands disclosures about fair value measuremi¢istarifies that fair value is the price
that would be received to sell an asset or patdatwsfer a liability in an orderly transaction betm market participants in the market in which
the reporting entity transacts. SFAS No. 157 dagsequire any new fair value measurements, bberatt provides enhanced guidance to other
pronouncements that require or permit assets loititias to be measured at fair value. SFAS No. iK5&ffective for fiscal years beginning after
November 15, 2007, with earlier adoption permitfEde Company does not expect that the adoptiorFéfSSNo. 157 will have a materi



impact on its financial position, results of operatand cash flows.
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NOTE 2. RESTATEMENT OF FINANCIAL INFORMATION

The Company discovered in September 2007 that sraantce fees charged to aradlected from holders of prepaid gift cards, whieére issue:
through the Company’s network of agent financiatiiations, were not recognized as income in the@griate periods. The impact to income
from continuing operations before income tax expdns the fiscal year ended September 30, 2006 ataduo $322.

In addition, during the quarter ended Decembe2806, the Company determined that a material impent of its assets related to a certain
loan had occurred and recorded an additional $68@igion for loan losses. The Company was latesrimied by its independent accountants
as a result of their consultation with their regoitgt authorities the additional provision shouldvddeen recorded in the quarter ended
September 30, 2006 instead of the quarter endedrblger 31, 2006.

As a result of the above, the Company has restathtements of operations for the year endedeSdyer 30, 2006 to reflect an additional
$322 of card fee revenue, an additional provis@mdan losses of $690 and additional income tanebieof $135, resulting in a decrease to net
income of $233. The statement of financial condifior the year ending September 30, 2006 reflediscacase in net loans of $690, a decrease
to deposits of $322, a decrease to accrued expen$485, and a decrease to retained earnings38.$2 addition, the Company has also
corrected the interim periods of the year endede®eiper 30, 2007 for these items.

NOTE 3. DISCONTINUED BANK OPERATIONS
SALE OF METABANK WEST CENTRAL

Subsequent to September 30, 2007, the Companynteree into an agreement to sell MBWC. MBWC haseéfsranch offices in Stuart, Casey,
and Menlo, lowa. MBWC is a state chartered comnaéiank whose primary federal regulator is the Faldeeserve Bank of Chicago. The
transaction will involve the sale of the stock oBWC for approximately $8.3 million and is anticipdtto close on March 30, 2008, subject to
various closing conditions, including regulatorypegval. The Company expects to record a gain anaahpproximately $2.5 million upon the
close of the transaction. The activity related tB\MC is accounted for as discontinued operations.

Activities related to discontinued bank operatibase been recorded separately with current and pevod amounts reclassified as assets
and liabilities related to discontinued operationghe consolidated statements of financial cooditind as discontinued operations on the
consolidated statements of operations and consetidaatement of cash flows. The notes to the dimtated financial statements have also been
adjusted to eliminate the effect of discontinuedkbaperations.

Presented below are condensed financial staterfen4$BWC.

CONDENSED STATEMENTS OF FINANCIAL CONDITION — DISCO NTINUED OPERATIONS

YEAR ENDED SEPTEMBER 30,

2007 200¢€
ASSETS
Cash and cash equivale! $ 9,58: $ 1,882
Investments and mortge-backed securities, available for s 11,65¢ 13,73
Loans receivable, ni 9,59¢ 19,621
Other asset 4,93( 5,064
Total assets related to discontinued operatior $ 35,77 $ 40,29¢
LIABILITIES AND SHAREHOLDERS '’ EQUITY
LIABILITIES
Deposits $ 24,61C $ 27,22(
Other borrowing 6,30(C 10,26¢
Other liabilities 39 262
Total liabilities related to discontinued operatiors $ 30,94¢ $ 37,74
CONDENSED STATEMENTS OF OPERATIONS — DISCONTINUED OPERATIONS
YEAR ENDED SEPTEMBER 30,
2007 200¢ 200t
Interest incom $ 2,221 $ 2,466 $ 2,72¢
Interest expens 1,30¢ 1,331 1,54¢
Net interest income 91€ 1,13¢ 1,17¢
Provision for loan losse 627 (76) 76¢
Net interest income after provision for loan losse 28¢ 1,211 407

Noninterest incom 21¢€ 23¢ 22¢



Noninterest expens 89¢ 98€ 1,102

Net income (loss) before income tax expen (399 45¢ (46€)
Income tax expense (benel (253) 14¢ (194)
Net income (loss) from discontinued operation $ (141) $ 30¢ % (272)
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NOTE 4. EARNINGS PER COMMON SHARE (EPS)

A reconciliation of the income (loss) and commarcktshare amounts used in the computation of laamidiluted EPS for the fiscal years en
September 30, 2007, 2006 and 2005 is presentedbelo

2007 200¢ 200t
(Restated
EARNINGS (LOSS)
Income (loss) from continuing operatic $ 1,31z $ 3371¢ % (652)
Discontinued operations, net of t (147) 30¢ (272)
Net income (loss $ 1,171 $ 368 % (924)
BASIC EPS
Weighted average common shares outstan 2,550,19: 2,511,75 2,497,95.
Less weighted average unallocated ESOP and nouvelsiee: (25,219 (27,949 (37,069
Weighted average common shares outstan 2,524,98I 2,483,80! 2,460,89.
EARNINGS (LOSS) PER COMMON SHARE
Income (loss) from continuing operatic $ 05z $ 1.3 $ (0.27)
Discontinued operations, net of t (0.06) 0.1z (0.17)
Net income (loss $ 0.4 $ 148 $ (0.3¢)
DILUTED EPS
Weighted average common shares outstanding fos kasinings per common shi 2,524,98| 2,483,80! 2,460,89.
Add dilutive effect of assumed exercises of stophiams, net of tax benefi 92,91¢ 38,052 —
Weighted average common and dilutive potential comsshares outstandit 2,617,89 2,521,85 2,460,89.
EARNINGS (LOSS) PER COMMON SHARE
Income (loss) from continuing operatic $ 05C $ 132 % (0.27%)
Discontinued operations, net of t (0.09) 0.12 (0.1
Net income (loss $ 0.4t $ 14¢€ $ (0.3¢)

The calculation of the diluted loss per share lieryear ended September 30, 2005 does not rdfleetssumed exercise of 46,624 stock options
because the effect would have been anti-dilutive tduthe net loss for the period. Stock optionaltiog 26,682, 99,355, and 60,315 were not
considered in computing diluted earnings per comstare for the years ended September 30, 2007, 28862005, respectively, because they
were not dilutive.

NOTE 5. SECURITIES

Year end securities available for sale were agVidlt

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2007 COST GAINS (LOSSES VALUE
Debt securitie:
Trust preferred and corporate securi $ 26,78 $ 172 $ (2,546 $ 24,41(
Obligations of states and political subdivisic 1,53¢ 17 Q) 1,55(
Mortgagebacked securitie 135,43. 76 (2,767) 132,74.
Total debt securitie $ 163,75( $ 268 $ (5,319 $ 158,70:
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2006 COST GAINS (LOSSES VALUE
Debt securitie:
Trust preferred and corporate securi $ 26,770 $ 114  $ (60¢) $ 26,27¢
Obligations of states and political subdivisic 96 — ()] 95
Mortgagebacked securitie 151,41 15 (6,417) 145,02(

Other 11C — (D 10¢




Total debt securitie $ 178,39t $ 12¢  $ (7,022) $ 171,50:
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Gross unrealized losses and fair value, aggredstéavestment category and length of time thatuithlial securities have been in continuous
unrealized loss position at September 30, 20072806 are as follows:

2007 LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
Value (Losses Value (Losses Value (Losses

Debt securitie!

Trust preferred and corporate securi  $ — 3 — 3 22,23t $ (2,546 $ 22,23t $ (2,54¢)
Obligations of states and political

subdivisions 432 Q) — — 432 Q)

Mortgagebacked securitie 4,082 (33) 121,10: (2,739 125,18« (2,767)

Total debt securitie $ 4,514 $ (34 $ 143,34( $ (5,280 $ 147,85¢ $ (5,319
2006 LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL

Fair Unrealized Fair Unrealized Fair Unrealized

Value (Losses Value (Losses Value (Losses

Debt securitie!

Trust preferred and corporate securi  $ — 3 — 3 24,16 $ (60¢) $ 24,16 $ (60¢)
Obligations of states and political
subdivisions — — 95 (D) 95 D
Mortgagebacked securitie 49 D 144,76t (6,417 144,81" (6,417)
Other 11C (1) — — 11C 1)
Total debt securitie $ 15¢ $ 2 $ 169,02t $ (7,020 $ 169,18! $ (7,022

As of September 30, 2007, the investment portfioldduded 33 securities with current unrealized éss&hich have existed for longer than one
year. All of these securities are considered tadmeptable credit risks. Because the declinesrivditue were due to changes in market interest
rates, not in estimated cash flows, no other-tle@mgbrary impairment was recorded at September(,.2n addition, the Company has the
intent and ability to hold these investment se@sifor a period of time sufficient to allow for anticipated recovery.

The amortized cost and fair value of debt securitie contractual maturity are shown below. Cersaiourities have call features which allow the
issuer to call the security prior to maturity. Egpesl maturities may differ from contractual maiestin mortgage-backed securities because
borrowers may have the right to call or prepaygdtions with or without call or prepayment penalti€herefore, mortgageacked securities a
not included in the maturity categories in thedweling maturity summary.

SEPTEMBER 30, 2007

Amortized Fair

Cosl Value

Due in one year or le: $ 1,00 $ 99¢

Due after one year through five ye: 541 54¢€

Due after five years through ten ye 55¢ 56¢

Due after ten yeal 26,21¢ 23,84

28,31¢ 25,96(

Mortgage-backed securitie 135,43. 132,74:

Total debt securitie $ 163,75( $ 158,70:
Activities related to the sale of securities avalgafor sale are summarized below.

2007 200¢ 2008

Proceeds from sal $ 1,09¢ $ — 3 19,47(

Gross gains on sal 49¢€ — 17¢

Gross (losses) on sall — — (18¢)
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NOTE 6. LOANS RECEIVABLE, NET

Year end loans receivable were as follows:

2007 200€
(Restated
One to four family residential mortgage loz $ 45,407 $ 58,16¢
Commercial and mu-family real estate loar 169,87" 159,10°
Agricultural real estate loat 16,58 14,09¢
Consumer loan 36,76: 30,06
Commercial business loa 58,70¢ 87,20:
Agricultural business loar 33,14: 28,66
360,47 377,30(

Less:
Allowance for loan losses (4,499 (6,39))
Undisbursed portion of loans in process (254) 1,779
Net deferred loan origination fees (117) 77

$ 35561 $ 368,95

Annual activity in the allowance for loan lossessves follows:

2007 200¢ 200t

(Restated
Beginning balanc $ 6,391 $ 6,79: $ 5,14«
Provision for loan losse 3,16¢ 311 4,71:
Recoveries 54¢ 32¢ 147
Charge offs (5,615 (1,042) (3,219
Ending balanci $ 4,49 $ 6,391 $ 6,79:

Virtually all of the Company’s originated loans aoelowa- and South Dakota-based individuals amoizations. The Company’s purchased
loans totaled $44,100 at September 30, 2007, whearke secured by properties located, as a percenfdgal loans, as follows: 4% in lowa, 3%
in Washington, 2% in Minnesota, 1% each in Soutkdi@mand Oregon, and the remaining 1% in eightradtetes. The Company’s purchased
loans totaled approximately $49,000 at Septembe2@06, which were secured by properties located, percentage of total loans, as follows:
4% in lowa, 2% in Arizona, 1% each in MinnesotaytBdakota, lllinois, Florida, California, and Wasgton, and the remaining 1% in eight
other states.

The Company originates and purchases commercia¢ségte loans. These loans are considered by mareag to be of somewhat greater
risk of uncollectibility due to the dependency aname production. The Company’s commercial reatedbans include $19,400 of loans
secured by hotel properties and $21,800 of muitiffaproperties at September 30, 2007. The Commaoymmercial real estate loans include
$9,500 of loans secured by hotel properties andd$®%f multi-family properties at September 300@0The remainder of the commercial real
estate portfolio is diversified by industry. Ther@oany’s policy for requiring collateral and guareg varies with the creditworthiness of each
borrower.

Impaired loans, which include nonaccrual loans enas follows:

2007 200¢€
Yeal-end impaired loans with no allowance for loan Iesséocatec $ — —
Yeal-end impaired loans with allowance for loan losdkexcated 2,27( 5,251
Amount of the allowance allocated to impaired lo 1,47¢ 2,708
Average of impaired loans during the y: 4,53¢ 5,54(

Interest income and cash interest collected onii@doans was not material during the years er@atember 30, 2007, and 2006, and 2005.

NOTE 7. LOAN SERVICING

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

2007 200€
Mortgage loan portfolios serviced for FNN $ 20,42: $ 22,90(
Other 9,192 9,384

$ 29,61 $ 32,28¢
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NOTE 8. PREMISES AND EQUIPMENT, NET
Year end premises and equipment were as follows:

200¢€ 2008

Land $ 2,751 $ 2,761
Buildings 14,38¢ 12,68!
Furniture, fixtures, and equipme 10,92¢ 8,37
28,06: 23,81t

Less accumulated depreciati (8,356 (6,929

$ 19,707 $ 16,88¢

Depreciation of premises and equipment includeatitupancy and equipment expense was approximatedp®, $1,200, and $930 for the ye
ended September 30, 2007, 2006, and 2005, resplgctiv

NOTE 9. DEPOSITS
Certificates of deposit in denominations of $100nmre were approximately $35,700 and $40,700 ateBdger 30, 2007, and 2006, respectiv

At September 30, 2007, the scheduled maturitieeufficates of deposit were as follows for thengeending September 30:

2008 $ 107,30
2009 24,14¢
2010 18,531
2011 3,64(
2012 3,09¢

$ 156,72

NOTE 10. ADVANCES FROM THE FEDERAL HOME LOAN BANK

At September 30, 2007, the Company’s advances fnenrHLB had fixed rates ranging from 3.24% to 960Rith a weighted average rate of
5.43%. The scheduled maturities of FHLB advance®\was follows for the years ending September 30:

2008 $ 21,00(
2009 11,00(
2010 19,00(
2011 10,00(
2012 —
Thereaftel 7,00(

$ 68,00(

Advances totaling $26,700, with a weighted averfagel rate of 5.75%, carry quarterly call provissprvhereby the FHLB can elect to accele
the maturity of these borrowings. These advanceslaown in the above table at their stated matdetgs, which range from 2008 to 2010.

As of September 30, 2006, the Company’s advances fne FHLB totaled $89,300 and carried a weiglatestage rate of 4.96%.

MetaBank has executed blanket pledge agreementelhthe Bank assigns, transfers, and pledgestBith.B and grant to the FHLB a
security interest in all mortgage collateral andusiies collateral. The Bank has the right to wsenmingle, and dispose of the collateral it has
assigned to the FHLB. Under the agreement, the Baudt maintain “eligible collateral” that has arfténg value” at least equal to the “required
collateral amount,” all as defined by the agreement

At year end 2007, and 2006, the Bank pledged gezsuvith fair values of approximately $46,600 &4dl,200, respectively, against spec
FHLB advances. In addition, qualifying mortgagensaf approximately $31,800, and $79,100 were m@ddzs collateral at September 30, 2007
and 2006, respectively.

NOTE 11. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE
Securities sold under agreements to repurchadedapproximately $224 and $15,200 at Septembe2@W7 and 2006, respectively.

An analysis of securities sold under agreementsgarchase follows:

2007 200¢€
Highest mont-end balanc: $ 1547C $ 20,36¢
Average balanc 6,462 16,61¢
Weighted average interest rate during the pe 3.3% 3.01%

Weighted average interest rate at end of pe 5.1% 3.1%



The Company pledged securities with fair valueapggroximately $20,500 at September 30, 2006, dateddl for securities sold under
agreements to repurchase.

NOTE 12. SUBORDINATED DEBENTURES AND TRUST PREFERRED SECURITIES

Subordinated debentures are due to First Midwewgtrigial Capital Trust |, a 100%-owned unconsolidaebsidiary of the Company. The
debentures were issued in 2001 in conjunction thighTrust’s issuance of 10,000 shares of Trusteled Securities. The debentures bear the
same interest rate and terms as the trust prefeemdrities. The debentures are included on ttenbelsheet as liabilities.

The Company issued all of the 10,000 authorizedeshaf trust preferred securities of First MidwEstancial Capital Trust | holding solely
subordinated debt securities. Distributions arel geimi-annually. Cumulative cash distributionsaaleulated at a variable rate of LIBOR (as
defined) plus 3.75% (9.06% at September 30, 200Pa80% at September 30, 2006), not to exceed 12I5% Company may, at one or more
times, defer interest payments on the capital sgssifor up to 10 consecutive semi-annual peribds,not beyond July 25, 2031. At the end of
any deferral period, all accumulated and unpaitfitligions are required to be paid. The capitalsées are required to be redeemed on July
2031; however, the Company has the option to shahie maturity date to a date not earlier than 26ly2007. The redemption price is $1 per
capital security plus any accrued and unpaid thistions to the date of redemption plus, if redeepréat to July 25, 2011, a redemption
premium as defined in the Indenture agreement.

Holders of the capital securities have no votiggts, are unsecured and rank junior in prioritpayment to all of the Company’s
indebtedness and senior to the Company’s commah.sto

Although the securities issued by the trusts aténududed as a component of shareholders’ eqthity securities are treated as capital for
regulatory purposes, subject to certain limitations
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NOTE 13. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARIN G PLANS

The Company maintains an Employee Stock Ownerdhip ESOP) for eligible employe@go have 1,000 hours of employment with the Bi
have worked one year at the Bank and who havenattaige 21. The ESOP has borrowed money from thg@&ay to purchase shares of the
Company’s common stock. Shares purchased by thd*E@©held in suspense for allocation among ppéids as the loan is repaid. ESOP
expense of $134, $357 and $305 was recorded forethies ended September 30, 2007, 2006 and 20@&ctesely. Contributions of $132, $316
and $254 were made to the ESOP during the yeaede®elptember 30, 2007, 2006 and 2005, respectively.

Contributions to the ESOP and shares releaseddtmpense in an amount proportional to the repayofeéhe ESOP loan are allocated
among ESOP patrticipants on the basis of compemsatithe year of allocation. Benefits generally diae 100% vested after seven years of
credited service. Prior to the completion of seyears of credited service, a participant who teat@a employment for reasons other than death
or disability receives a reduced benefit basecherBSOP’s vesting schedule. Forfeitures are restlhocamong remaining participating
employees in the same proportion as contributiBesefits are payable in the form of stock upon teation of employment. The Company’s
contributions to the ESOP are not fixed, so besgfityable under the ESOP cannot be estimated.

For the years ended September 30, 2007, 2006 &% 3(¥50, 14,500 and 14,000 shares with a faurevaf $23.30, $24.60 and $21.79 per
share, respectively, were released. Also for tleesended September 30, 2007, 2006 and 2005, @tbshares and total ESOP shares reflect
26,440, 11,332, and 45,042 shares, respectivetiidvéwn from the ESOP by participants who are mgés with the Company or by participa
diversifying their holdings and 3,521, 5,358, anti52 shares, respectively, purchased for divideird/estment.

Year-end ESOP shares are as follows:

2007 200¢ 200¢
Allocated share 221,28 238,45 229,92¢
Unearned share 16,56: 22,31: 36,81:
Total ESOP share 237,84! 260,76t 266,74(
Fair value of unearned shai $ 66C $ 54¢ $ 687

The Company also has a profit sharing plan covesutgstantially all full-time employees. Contributiexpense to the profit sharing plan,
included in compensation and benefits, for the yeaded September 30, 2007, 2006, and 2005 was $322, and $233, respectively.

NOTE 14. SHARE BASED COMPENSATION PLANS

The Company maintains the 2002 Omnibus Incentiaa Rihich, among other things, provides for the alvay of stock options and nonvested
(restricted) shares to certain officers and dinectd the Company. Awards are granted by the S@ymkon Committee of the Board of Directors
based on the performance of the award recipient¢her relevant factors.

Effective October 1, 2005, the Company adopted SRAS123(R) Share-Based Paymeumsing a modified prospective application. Prior to
adopting this standard, the Company accounteddekptions under APB Opinion No. 2&¢counting for Stock Issued to Employdesa

result of the adoption of SFAS No. 123 (R), the @any, during the year ended September 30, 200@&begording expense associated with
the awarding of stock options and restricted st®&asults for the year ended September 30, 2005 tatveeen restated to reflect the impact of
this change. The following tables show the effedhtome, net of tax benefits, of shdr@sed expense recorded in the years ended Septaf
2007 and 2006, as well as the pro forma effeat¢orne and earnings per share had the Company hisedd¢ounting methodology under SFAS
No. 123(R) for fiscal year 200

YEAR ENDED SEPTEMBER 30,

2007 200¢ 2008
Total employee stockased compensation expense recognized in incornef tex effects o
$191 and $163, respective $ 92¢ $ 31 $ —
YEAR ENDED SEPTEMBER 30,
2008
Net (loss) as reporte $ (9249
Deduct: Total employee stock-based compensatioaresgpdetermined under fair value based methodifor a
awards, net of tax effec (1549

Pro forma net (loss $ (1,079



(Loss) per common sha— basic

As reportec (0.3%)

Pro forma (0.49)
(Loss) per common sha— diluted

As reportec (0.3%)

Pro forma (0.44)

As of September 30, 2007, stock based compensatjpense not yet recognized in income totaled $80&h is expected to be recognized over
a weighted average remaining period of 1.31 years.
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At grant date, the fair value of options awardedeiipients is estimated using a Black-Scholesataln model. The exercise price of stock
options equals the fair market value of the undiegistock at the date of grant. The following tasi@ws the key valuation assumptions used for
options granted during the years ended Septemh&0BJ, 2006, and 2005, and other information. @ystiare issued for 10 year periods with
100% vesting generally occurring either at graré da over a four year period.

YEAR ENDED SEPTEMBER 30,

2007 200¢ 200¢
Risk-free interest rat 4.46-5.14%  4.40-5.0“% 4.3(%
Expected annual standard deviat

Range 19.52-19.72% 19.46-20.6(% 20.6(%

Weighted averag 19.62% 19.9% 20.6(%
Expected life (years 7 7 7
Expected dividend yiel

Range 1.25-1.77% 2.13-2.55% 2.7¢%

Weighted averag 1.4(% 2.3% 2.7¢%
Weighted average fair value of options grantedrdygeriod $ 10.2¢ $ 551 $ 4.02
Intrinsic value of options exercised during per $ 1,48¢ $ 21t $ 98

Although authorized under the Company’s 2002 Omiilbgentive Plan, the Company had not, prior toaliyear 2006, awarded nonvested
(restricted) shares to employees or directors.ddmpany did award nonvested shares during thel figeas ended 2007 and 2006. Nonvested
shares vest immediately or over a period of foargeThe following table shows the weighted avefagevalue of nonvested shares awarded
and the total fair value of novested shares whested during the fiscal years ended 2007 and 2@ fair value is determined based on the
market value of the Company’s stock on the grate.da

YEAR ENDED SEPTEMBER 30,

2007 200¢ 200t
Weighted average fair value of nonvested sharegeptaduring perio: $ 3982 % 24 .4: n/e
Total fair value of nonvested shares vested dysiripd $ 162 $ 90 n/e

In addition to the Compang’active 2002 Omnibus Incentive Plan, the Compdsty maintains the 1995 Stock Option and Incentilae Pand th
1993 Stock Option and Incentive Plan. No new optimere, or could have been, awarded under the gl@@5during the year ended
September 30, 2007; however, previously awardedibexercised options were outstanding under thieses pluring the year.

The following tables shows the activity of opticarsd nonvested shares granted, exercised, or fuifaitder all of the Company’s option
and incentive plans during the year ended SepteBhe2007 and 2006.

WEIGHTED
WEIGHTED AVERAGE
AVERAGE REMAINING AGGREGATE
NUMBER OF EXERCISE CONTRACTUAL INTRINSIC
SHARES PRICE TERM (YRS) VALUE
Options outstanding, September 30, 2 386,42! $ 19.7¢ 6.6 $ 1,792
Grantec 128,16¢ 37.62
Exercisec (88,829 16.7:
Forfeited or expirel (1,500 23.2¢
Options outstanding, September 30, 2 424,26¢  $ 25.81 771 % 5,971
Options exercisable end of ye 266,81¢ $ 24.01 7.14 $ 4,201
WEIGHTED
WEIGHTED AVERAGE
AVERAGE REMAINING AGGREGATE
NUMBER OF EXERCISE CONTRACTUAL INTRINSIC
SHARES PRICE TERM (YRS) VALUE
Options outstanding, September 30, 2 311,32¢ $ 18.11 5.9¢ $ 66¢
Grantec 114,90: 23.1¢

Exercisec (28,250 14.57



Forfeited or expirel (11,556 20.71

Options outstanding, September 30, 2 386,42! $ 19.7¢ 6.65 $ 1,792

Options exercisable end of ye 276,92' $ 18.7¢ 5.7¢  $ 1,57¢
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WEIGHTED
NUMBER AVERAGE
OF FAIR MKT VAL
SHARES AT GRANT
Nonvested shares outstanding, September 30, 833: $ 24 .4:
Grantec 2,40( 39.8¢
Vested (4,067) 33.52
Forfeited or expirel — —
Nonvested shares outstanding, September 30, 6,666 $ 24.4:
WEIGHTED
NUMBER AVERAGE
OF FAIR MKT VAL
SHARES AT GRANT
Nonvested shares outstanding, September 30, — 8 —
Grantec 12,00( 24.4:
Vested (3,667) 24.4:
Forfeited or expirel — —
Nonvested shares outstanding, September 30, 8,33 $ 24.4:
NOTE 15. INCOME TAXES
The Company and its subsidiaries file a consolilif&eeral income tax return on a fiscal year basis.
The provision for income taxes from continuing @iEms consists of:
Years ended September 30,
2007 200¢ 2008
Federal:
Current $ 40t 1,347 $ 27¢
Deferred 644 20 (663)
1,04¢ 1,36 (38§
State:
Current 78 292 (20)
Deferred 10C 6 (83)
17¢ 29¢ (209
Income tax expense (benefil $ 1,227 1,666 $ (491)
Total income tax expense (benefit) differs from skegutory federal income tax rate as follows:
Years ended September 30,
2007 200¢ 2008
Income tax expense (benefit) at 35% federal ta $ 88¢ 1,76¢€ $ (402)
Increase (decrease) resulting frc
State income taxes net of federal ber 89 163 9
Nontaxable buildup in cash surrender ve (159) (199 (157)
ISO expens! 191 61 —
Tax exempt incom (5) (97) 5)
Nondeductible expens: 12t 25 31
Other, ne! 91 (58) 44
Total income tax expense (benefil $ 1,22 1,666 $ (497
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Year-end deferred tax assets and liabilities inetLith other assets consist of:

September 30,
2007 200¢
DEFERRED TAX ASSETS:
Bad debt: 1,68¢ $ 2,37¢
Stock based compensati 258 91
Net unrealized losses on securities availabledts 1,88: 2,44¢
Other, nel 101 20¢
3,92¢ 5,12¢
DEFERRED TAX LIABILITIES:
FHLB stock dividenc (452) (452)
Premises and equipme (58¢) (460)
Deferred loan fee (118) (140)
(1,159 (1,052
Net deferred tax asset: $ 2,767 $ 4,072

Federal income tax laws provided savings banks adititional bad debt deductions through Septembget 387 totaling $6,700 for the Bank.
Accounting standards do not require a deferrediadyity to be recorded on this amount, which ilap otherwise would total approximately
$2,300 at September 30, 2007, and 2006. If the Bamk to be liquidated or otherwise cease to bendk bor if tax laws were to change, the
$2,300 would be recorded as expense.

NOTE 16. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS

The Company has two primary subsidiaries, MetaBankMBWC. MetaBank anMIBWC are subject to various regulatory capital ieguents
Failure to meet minimum capital requirements catiaite certain mandatory or discretionary actiogsdgulators that, if undertaken, could have
a direct material effect on the financial statersebinder capital adequacy guidelines and the regyléramework for prompt corrective action,
MetaBank and MBWC must meet specific quantitatigpital guidelines using their assets, liabilitiesl @ertain off-balance-sheet items as
calculated under regulatory accounting practicée fequirements are also subject to qualitativgrjuehts by the regulators about components,
risk weightings and other factors.

Quantitative measures established by regulatie@msure capital adequacy requiletaBank and MBWC to maintain minimum amounts
ratios (set forth in the table below) of total Fiskised capital and Tier | capital (as defined srégulations) to risk-weighted assets (as defined)
and a leverage ratio consisting of Tier | capite defined) to average assets (as defined). AepteBiber 30, 2007, MetaBank and MBWC met
all capital adequacy requirements.

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

MINIMUM MINIMUM REQUIREMENT
REQUIREMENT FOR TO BE WELL CAPITALIZED
CAPITAL ADEQUACY UNDER PROMPT CORRECTIVE
ACTUAL PURPOSES ACTION PROVISIONS
Amount Ratio Amount Ratio Amount Ratio
SEPTEMBER 30, 2007:
MetaBank
Tangible capital (to tangible asse $ 49,47¢ 75% $ 9,77: 15% $ nle WE
Tier 1 (core) capital (to adjusted total ass 49,47* 7.5% 26,06: 4.0% 32,577 5.0(%
Tier 1 (core) capital (to ri-weighted asset: 49,47¢ 11.32% 17,46t 4.0(% 26,19¢ 6.0(%
Total risk based capital (to risk weighted ass 52,77( 12.08% 34,93 8.0(% 43,66 10.0(%
MetaBank West Centri
Tier 1 capital (to average asse 3,93( 10.22 1,53¢ 4.0C 1,92 5.0C
Tier 1 risk based capital (to risk weighted ass 3,93( 19.1¢ 82C 4.0C 1,23( 6.0C
Total risk based capital (to risk weighted ass 4,077 19.8¢ 1,641 8.0C 2,051 10.0C
SEPTEMBER 30, 2006 (RESTATED):
MetaBank
Tangible capital (to tangible asse $ 48,37¢ 6.94% $ 10,45: 15% $ n/e WE
Tier 1 (core) capital (to adjusted total ass 48,37¢ 6.94% 27,87 4.0(% 34,84( 5.0(%
Tier 1 (core) capital (to ri«weighted asset: 48,37¢ 10.86% 17,82¢ 4.0(% 26,73¢ 6.0(%
Total risk based capital (to risk weighted ass 54,85¢ 12.31% 35,65: 8.0(% 44,56¢ 10.0(%
MetaBank West Centri
Tier 1 capital (to average asse 4,071 9.71 1,677 4.0C 2,097 5.0C
Tier 1 risk based capital (to risk weighted ass 4,071 14.9( 1,09: 4.0C 1,64( 6.0C
Total risk based capital (to risk weighted ass 4,33¢ 15.87% 2,18¢ 8.0C 2,73¢ 10.0C

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahmstitution without prior approval of it



primary regulator. The regulatory restriction iséd on a three-tiered system with the greatesbflgy being afforded to well-capitalized (Tier
1) institutions. MetaBank and MBWC are currentleiTl institutions. Accordingly, MetaBank and MBW@&ncmake, without prior regulatory
approval, distributions during a calendar yearauftQ0% of their retained net income for the caleryéar-to-date plus retained net income for
the previous two calendar years (less any dividgnegiously paid) as long as they remain well-cdjzéed, as defined in prompt corrective
action regulations, following the proposed disttibn. Accordingly, at September 30, 2007, approxétya$2,700 of MetaBank's retained
earnings were potentially available for distribatim the Company.
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NOTE 17. COMMITMENTS AND CONTINGENCIES

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

At September 30, 2007 and 2006, unfunded loan comenits approximated $50,300 and $54,200 respegtigrtiuding undisbursed
portions of loans in process. Unfunded loan committe at September 30, 2007 and 2006 were pringifmllvariable rate loans. Commitments,
which are disbursed subject to certain limitatiamdend over various periods of time. Generallysad commitments are canceled upon
expiration of the commitment term as outlined ioteadividual contract.

The exposure to credit loss in the event of nomperance by other parties to financial instrumeatscbmmitments to extend credit is
represented by the contractual amount of thoseuimg&ints. The same credit policies and collatei@lirements are used in making commitments
and conditional obligations as are used for on+iz@asheet instruments.

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

Securities with fair values of approximately $24)Hnhd $26,400 at September 30, 2007 and 2006,atasgg, were pledged as collateral
for public funds on deposit. Securities with faalwes of approximately $1,900 and $9,100 at Septei®®, 2007 and 2006, respectively, were
pledged as collateral for individual, trust andagsideposits.

Under employment agreements with certain executfieers, certain events leading to separation ftbenCompany could result in cash
payments totaling approximately $3,000 as of Septr30, 2007.

LEGAL PROCEEDINGS

MetaBank has been named in several lawsuits whasgual outcome could have an adverse effect ondhsolidated financial position or
results of operations of the Company. BecauseikkéHood or amount of an adverse resolution taéhmatters cannot currently be reasonably
estimated, the Company has not recorded a contitigbility related to these potential claims.

On June 11, 2004, the Sioux Falls School Distiietifsuit in the Second Judicial Circuit Court gligg that MetaBank, a wholly-owned
subsidiary of the Company, improperly allowed fundkich belonged to the school district, to be ddeal into, and subsequently withdrawn
from, a corporate account established by an employ¢he school district. The school district igldag in excess of $600. MetaBank has
submitted the claim to its insurance carrier, angdarking with counsel to vigorously contest thé&.su

MetaBank, in conjunction with a roster of partidipg banks, had provided a series of loans and loferedit to DNAG and SDAC.
Plaintiffs allege that the MetaBank entities “peigated in the fraudulent scheme” by virtue of pding these lines of credit and loans despite
being aware of the predatory consumer practicéiseoNelson companies, and that MetaBank profitetebgiving undisclosed “special benefits
for providing these loans. DNAG, SDAC and Nelsorménhaince filed for bankruptcy. Plaintiffs also giéethat MetaBank did not vigorously
pursue claims against Nelson and fellow DNAG exigeuthris Tapken in their respective personal baptaies in order to allow these
individuals to emerge with control over assetshefirtformer companies. The claims against J. Tilieahr personally have now been dismissed.
The MetaBank entities filed a motion to dismiss ttbmplaint for failure to state a cause of actidmnis motion has been briefed and argued to
the court, and a decision is pending. It would tesmture to predict MetaBank’s likelihood of succes amount of exposure in this lawsuit.
MetaBank intends to vigorously contest these claietaBank’s liability insurer has already agreegtovide coverage to the MetaBank
entities and J. Tyler Haahr for this claim, and tetained and is paying for counsel to defenddbtson.

Related to this matter, MetaBank was the lead leadd servicer of approximate$82,000 in loans to DNAG, SDAC, one other relateth
dealership and their owners, including Nelson. Appnately $22,200 of the total had been sold topariicipating financial institutions. Each
participation agreement with the ten participamksaprovides that the participant bank shall ovepecified percentage of the outstanding loan
balance at any given time. Each agreement alstesegimaximum dollar amount of participations fartigipants. MetaBank allocated to some
participants an ownership in the outstanding loalatice in excess of the percentage specified ipdhtcipation agreement, but within the
maximum amount authorized. MetaBank believes thatich instance this was done with the full knogéednd consent of the participant.
Several participants have demanded that theirgi@ations be adjusted to match the percentagefggmbii the participant agreement. Based on
the total loan recoveries projected as of Septer@@e2007, MetaBank calculated that it would cqgiraximately $953 to adjust these
participations as the participants would have tlaeijusted. A few participants have more recentlgrsd that MetaBank owes them additional
monies based on additional legal theories. MetaRlamies any obligation to make the requested adpr#is on these or related claims. Other
than as disclosed below, MetaBank cannot predittistime whether any of these claims will be skidject of litigation.

During the three months ended June 30, 2006 otlghbereafter, three lawsuits were filed agaihgt Company’s MetaBank subsidiary.
Three of the complaints are related to the Commaalféged actions in connection with its activitésslead lender to three companies involve
auto sales, service, and financing and their owheradditional bank, North American Banking Compgjayned the First Midwest Bank-
Deerfield Branches case, and these three bankiffinere then joined in the action brought bysEiPremiere Bank against MetaBank. All fc



of these banks are now plaintiffs in one consoiddederal lawsuit, as discussed below. In addittome Federal Bank has brought a
separate action, discussed below, in state cobesd actions are currently in discovery proceediagd the amount of costs associated with
these actions cannot be determined at this time.ddmpany intends, however, to vigorously defes@dtions. Subject to a reservation of ric
the Companys insurance carrier has agreed to cover the faimeldescribed above and is currently paying fansel to defend all four actior

First Premier Bank, North American Banking Compdfriyst Midwest Bank-Deerfield Branches and Mid-CtiyrBank v. MetaBaniCiv.
No. 0€-4114). On June 28, 2006, First Midwest Bank-DedfBranches and Mid-Country Bank filed suit agaMstaBank in South Dakota’s
Second Judicial Circuit Court, Minnehaha Countythi@ above titled action. These consolidated comi@allege that plaintiff banks, who were
participating lenders with MetaBank on a seriebahs made to DNAG and SDAC,
suffered damages exceeding $1,000 as a result @Bdak’s placement and administration of the Iaas were the subject of the loan
participation agreements. The complaint soundseadh of contract, negligence, gross negligenagligent misrepresentation, fraud in the
inducement, unjust enrichment and breach of fidyaiaty. On July 17, 2006, MetaBank removed thedesm state court to the United States
District Court for the District of South Dakota, a#de the action has been assigned case no. CivlD&-Rlaintiff(s) moved to remand the case
back to state court, but this motion was deniednéted above, North American Banking Company has ladlowed by the United States
District Court to join this action with similar ¢tas and allegations against MetaBank. A scheduinigr was recently submitted to the United
States District Court and discovery is continuing.

Home Federal Bank v. J. Tyler Haahr, Daniel A. ieland MetaBankCiv. No. 06- 2230). On June 26, 2006, Home Fed®aalk filed suit
against MetaBank and two individuals, J. Tyler Haatnd Daniel A. Nelson, in South Dakateé&econd Judicial Circuit Court, Minnehaha Cot
in the above titled action. The complaint alledest Home Federal, a participating lender with MetalBon a series of loans made to DNAG and
SDAC, suffered damages exceeding $3,800 as a afdalfure to make disclosures regarding an inigesion of Nelson, DNAG and SDAC by
the lowa Attorney General at the time Home Fedagated to an extension of the loan participatioe@gents. The complaint sounds in fraud,
negligent misrepresentation, breach of fiduciarfydaonspiracy and breach of duty of good faith &aiddealing. Discovery in that matter is
proceeding.

There are no other material pending legal procegdio which the Company ds subsidiaries is a party other than ordinantiraulitigatior
incidental to their respective businesses.
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NOTE 18. LEASE COMMITMENTS

The Company has leased property under various noetable operating lease agreements which expiraragus times through 2024, and
require annual rentals ranging from $3 to $667 hespayment of the property taxes, normal maimteeaand insurance on certain property.

The following table shows the total minimum rerdaimmitment at September 30, 2007, under the leases.

2008 $ 1,251
2009 1,40¢
2010 1,39¢
2011 1,49:
2012 1,49¢
Thereaftel 5,94(

$ 12,98t

NOTE 19. SEGMENT REPORTING

An operating segment is generally defined as a oot of a business for whicliscrete financial information is available and whaesults ar
reviewed by the chief operating decision-maker. Toenpany has determined that it has two reportsdugnents: The traditional banking
segment consisting of its banking subsidiaries,dBahk and MetaBank West Central, and Meta Paymgsiefis® a division of MetaBank.
MetaBank and MetaBank West Central operate astimadl community banks providing deposit, loan, atiger related products to individuals
and small businesses, primarily in the communitibsre their offices are located. Meta Payment Sysfprovides a number of products and
services, primarily to third parties, includingdimcial institutions and other businesses. Thesaugts and services include issuance of prepaid
debit cards, sponsorship of ATMs into the debitvoeks, ACH origination services, and a gift cardgnam. Other related programs are in the
process of development. The remaining grouping utigecaption “All Others” consists of the operasof the Meta Financial Group, Inc. and
Meta Trust Company? MetaBank West Central is accounted for as discastirbank operations. It was reported as part ofréeitional

banking segment, and has been separately classifitbw the effect of continuing operations.

Fiscal year 2006 results for net interest incontram-interest expenses have been restated tonsestant with the fiscal year 2007
adoption of new deposit valuation and expense atios methodologies between the Traditional Bani8egment, the Holding Company, and
MPS.

The primary result of this change in allocation waicrease the earnings credit paid by the bankiéposits originated within the MPS
division and also to allocate a higher portion xjjenses to MPS based on growth in departments vghamhide administrative support to MPS.

Transactions between affiliates, the resulting nenes of which are shown in the intersegment reveategory, are conducted at market
prices, meaning prices that would be paid if theapanies were not affiliates.

TRADITIONAL META PAYMENT
BANKING SYSTEMS®  ALL OTHERS TOTAL
YEAR ENDED SEPTEMBER 30, 2007
Net interest income (los $ 10,967 $ 10,74¢  $ (908) $ 20,80
Provision for loan losse 3,16¢ = — 3 3,16¢
Non-interest income 5,95¢ 15,57¢ 32¢€ $ 21,85¢
Nor-interest expens 15,47¢ 21,12¢ 354 $ 36,95¢
Income (loss) from continuing operations before (1,727 5,19¢ (93€) $ 2,53¢
Income tax expense (bene! (512) 1,862 (123 $ 1,221
Income (loss) from continuing operatic $ (1,209 $ 3,33 % (813 $ 1,312
Inter-segment revenue (expen: $ (6,119 $ 6,11¢ $ — % —
Total asset 391,41¢ 254,64 4,251 $ 650,31(
Total deposit: 280,07¢ 242,90:. — $ 522,97¢
DISCONTINUED OPERATIONS -TRADITIONAL BANKING
Net interest incom $ 91€
Provision for loan losse 627
Non-interest incom 21€
Nor-interest expens 89¢
(Loss) from discontinued operations before (394)
Income tax (benefit (253)

(Loss) from discontinued operatio (142)




Total asset 35,77(
Total deposit: 24.,61(
YEAR ENDED SEPTEMBER 30, 2006(RESTATED)
Net interest income (los 13,08 $ 567 $ (2549 $ 18,501
Provision for loan losse 311 — — % 311
Non-interest income 2,32¢ 11,06¢ 102 $ 13,49t
Nor-interest expens 15,06¢ 11,23¢ 33t $  26,64(
Income (loss) from continuing operations before 29 5,50¢ (489) $ 5,04%
Income tax expense (bene! (17%) 1,95¢ (117 $ 1,66¢
Income (loss) from continuing operatic 204 $ 3541 $ (372) $ 3,37¢
Inter-segment revenue (expen: (3,406 $ 3,40¢€ $ — $ —
Total asset 530,64¢ 166,88: 3,091 $ 700,62
Total deposit: 375,37 162,79. — $ 538,16¢
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TRADITIONAL META PAYMENT

BANKING SYSTEMS®  ALL OTHERS TOTAL
DISCONTINUED OPERATIONS -TRADITIONAL BANKING
Net interest incom $ 1,13¢
Provision for loan losse (76)
Nor-interest income 23¢
Nor-interest expens 98€
Income from discontinued operations before 45¢
Income tax expens 14¢
Income from discontinued operatic $ 30¢
Total asset $ 40,29¢
Total deposit: 27,22(
YEAR ENDED SEPTEMBER 30, 2005
Net interest income (los $ 18,10¢ $ 411 % (45€) $ 18,06:
Provision for loan losse 4,71¢ = — $ 4,71¢
Non-interest incomt 2,28¢ 1,591 (375) $ 3,50z
Nor-interest expens 13,96¢ 3,24 77¢ 3 17,99¢
Income (loss) from continuing operations before 1,71z (1,245 (1,610 $ (1,149
Income tax expense (bene! 481 (439) (534 $ (497)
Income (loss) from continuing operatic $ 1,231 % (807) $ (1,07¢) $ (652)
Inter-segment revenue (expen: $ (365) $ 36E $ —
Total asset 654,56! 70,90¢ 1,01€ $ 726,48
Total deposit: 437,72( 72,53 — $ 510,25
DISCONTINUED OPERATIONS -TRADITIONAL BANKING
Net interest incom $ 1,17¢
Provision for loan losse 76¢
Nor-interest income 22¢
Nor-interest expens 1,102
(Loss) from discontinued operations before (46€)
Income tax (benefit (194)
(Loss) from discontinued operatio $ (272)
Total asset $ 49,35
Total deposit: 30,78¢
NOTE 20. PARENT COMPANY FINANCIAL STATEMENTS
Presented below are condensed financial staterfaritse parent company, Meta Financial Group, Inc.
CONDENSED STATEMENTS OF FINANCIAL CONDITION
SEPTEMBER 30,
2007 200¢€
(Restated
ASSETS
Cash and cash equivale $ 2,211 % 1,84¢
Securities available for sa 1,17: 1,67¢
Investment in subsidiarie 53,62 51,51¢
Loan receivable from ESC 37¢€ 50¢
Other asset 2,224 62C
Total assets $ 59,607 $ 56,17¢
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Loan payable to subsidiari $ 71C % 71C
Subordinated debentur 10,31( 10,31(
Other liabilities 48¢ 56
Total liabilities $ 11,50¢ $ 11,07¢




SHAREHOLDERS’ EQUITY

Common stocl 30 30
Additional paic-in capital 21,95¢ 20,96¢
Retained earninc 36,80¢ 36,95
Accumulated other comprehensive (lo (3,345 (4,54%)
Unearned Employee Stock Ownership Plan sk 377 (509)
Treasury stock, at co (6,979 (7,796

Total shareholders equity 48,09¢ % 45,09¢

Total liabilities and shareholders equity 59,607 $ 56,17¢
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CONDENSED STATEMENTS OF OPERATIONS

YEARS ENDED SEPTEMBER 30, 2007, 2006 AND 2005

2007 200¢ 2008
(Restated
Dividend income from subsidiari $ 1,25( 3,70 $ 2,51(
Gain on sale of investmer 22F — —
Other income 12t 191 304
Total income 1,60( 3,891 2,814
Interest expens 1,03: 93¢ 762
Other expens 14€ 1,95¢ 1,06(
Total expense 1,17¢ 2,892 1,82
Income before income taxes and equity in undistribied net income of subsidiarie: 421 99¢ 992
Income tax (benefit (87) (83%) (503)
Income before equity in undistributed net income @ss of subsidiaries 50¢& 1,83¢ 1,49t
Equity in undistributed net income (loss) of sulmsiigs 663 1,85¢ (2,419
Net income (loss' $ 1,171 3,68t $ (924)
CONDENSED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2007, 2006 AND 2005
2007 200¢ 2008
(Restated
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss $ 1,171 3,68t $ (924)
Adjustments to reconcile net income (loss) to rmestcprovided by operating activit
Equity in undistributed net (income) loss of sukmies (663) (1,85%) 2,41¢
(Gain) on sale of securities available for ¢ (225) — —
Change in other asse (1,605 574 (36¢)
Change in other liabilitie 1,764 244 181
Net cash provided by operating activities 442 2,652 1,30¢
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in subsidial (200) (75) (27%)
Maturity of securities available for se — 50C 50C
Proceeds from the sale of securities availabledbs 727 — —
Loan to ESOF — — (684)
Net change in loan receivat — — 1,261
Repayments on loan receivable from ES 133 31€ 254
Net cash provided by investment activite 76C 741 1,05¢
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in loan payable to subsidia — (490 (1,350
Cash dividends pai (2,319 (1,297 (,277%)
Proceeds from exercise of stock optir 47¢ 187 23C
Purchase of treasury sto — — (26)
Net cash (used in financing activities (840 (1,599 (2,427)
Net change in cash and cash equivalen $ 362 1,79¢  $ (58)
CASH AND CASH EQUIVALENTS
Beginning of yea $ 1,84¢ 52 $ 11C
End of yeal 2,211 1,84¢ 52

The extent to which the Company may pay cash didddo shareholders will depend on the cash cuyrangilable at the Company, as well



the ability of the subsidiary banks to pay divideno the Company.
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NOTE 21. SELECTED QUARTERLY FINANCIAL DATA (UNAUDIT ED)

QUARTER ENDED

December 3. March 31 June 3( September 3
FISCAL YEAR 2007 (AS RESTATED)

Interest incom $ 9,78: % 9,72( $ 8,93: $ 9,33¢
Interest expens 4,79 4,271 4,05¢ 3,84(

Net interest incom 4,991 5,44: 4,87t 5,49¢
Provision for loan losse 4,06: (22%) (500) (170
Net income (loss) from continuing operatic (2,296 62C 2,23¢ 754
Income (loss) from discontinued operatic (40¢) 11t 33C (17§)
Net income (loss (2,709 73t 2,56¢ 57€
Earnings (loss) per common and common equivaleare—basic

Income (loss) from continuing operatic $ 0.92) $ 0.2t $ 0.8¢ $ 0.2¢

Income (loss) from discontinued operati (0.1¢) 0.04 0.1z (0.07)

Net income (loss (1.08) 0.2¢ 1.01 0.22
Earnings (loss) per common and common equivaleare—diluted

Income (loss) from continuing operatic $ (0.92) 0.24 0.84 0.2¢

Income (loss) from discontinued operati (0.1¢) 0.04 0.12 (0.07)

Net income (loss (1.0¢) 0.2¢ 0.9¢ 0.21
Dividend declared per sha 0.13 0.13 0.1z 0.1z

FISCAL YEAR 2006 (AS RESTATED)

Interest incom $ 955( $ 9,56¢ $ 9,43¢ $ 9,554
Interest expens 5,11¢ 4,87: 4,85¢ 4,764

Net interest incom 4,43¢ 4,69¢ 4,581 4,79(
Provision for loan losse 58 (34%) 28 57C
Net income from continuing operatio 401 193 2,13¢ 65C
Income (loss) from discontinued operatic 114 68 34¢€ (221)
Net income 51t 261 2,48t 42¢
Earnings (loss) per common and common equivaleare— basic

Income from continuing operatiol $ 0.1¢ $ 0.0¢ $ 0.8¢ $ 0.2¢€

Income (loss) from discontinued operati 0.0t 0.0z 0.14 (0.09)

Net income 0.21 0.11 1.0C 0.17
Earnings (loss) per common and common equivaleare— diluted

Income from continuing operatiol 0.1¢ 0.07 0.84 0.2¢

Income (loss) from discontinued operati 0.0t 0.0z 0.14 (0.09)

Net income 0.21 0.1C 0.9¢ 0.17
Dividend declared per sha 0.13 0.13 0.1z 0.1z
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NOTE 22. FAIR VALUES OF FINANCIAL INSTRUMENTS

The following table discloses the Company’s esteddtir value amounts of its financial instrumetit$s management’s belief that the fair
values presented below are reasonable based @altiaion techniques and data available to the Gmypas of September 30, 2007 and 2006,
as more fully described below. The operations ef@lompany are managed from a going concern bagdia@ra liquidation basis. As a result,
the ultimate value realized for the financial instents presented could be substantially differdrgmactually recognized over time through the
normal course of operations. Additionally, a subs#d portion of the Company’s inherent value is Hubsidiary banks’ capitalization and
franchise value. Neither of these components haea lgiven consideration in the presentation of\faiues below.

The following presents the carrying amount andnesstigd fair value of the financial instruments Heydhe Company at September 30,
2007 and 2006. The information presented is sulbjechange over time based on a variety of factors.

Years ended September 30,

2007 2006
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
(Restated)
FINANCIAL ASSETS
Cash and cash equivale! $ 11,32 $ 11,32 $ 107,47. $ 107,47:
Federal funds sol 75,00( 75,00( — —
Securities purchased under agreements to | — — 5,891 5,891
Securities available for sa 158,70: 158,70: 172,44: 172,44.
Loans receivable, ni 355,61: 354,48 368,95¢ 366,42:
FHLB and FRB stocl 4,01t 4,01t 5,05: 5,05:
Accrued interest receivab 4,18¢ 4,18¢ 4,07¢ 4,07¢
FINANCIAL LIABILITIES

Noninterest bearing demand depo 260,09¢ 260,09¢ 186,13! 186,13!
Interest bearing demand deposits, savings, and ynoaekets 106,15 106,15 151,39¢ 151,39¢
Certificates of deposit 156,72! 156,98( 200,63! 199,30°
Total deposits 522,97¢ 523,23! 538,16¢ 536,84:
Advances from FHLE 68,00( 69,87: 89,30( 90,75%
Securities sold under agreements to repurc 224 224 15,17¢ 15,06¢
Subordinated debentur 10,31( 12,574 10,31( 10,52«
Accrued interest payab 842 842 89t 89t

Off-balanc-sheet instruments, loan commitme — — — —
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The following sets forth the methods and assumptiged in determining the fair value estimatestfe Company’s financial instruments at
September 30, 2007 and 2006.

CASH AND CASH EQUIVALENTS

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

SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

The carrying amount of securities purchased ungexeament to resell is assumed to approximate thedhie.

SECURITIES AVAILABLE FOR SALE

To the extend available, quoted market prices afetejuotes were used to determine the fair valisecurities available for sale. For those
securities which are thinly traded, or for whichrke data was not available, management estimaiegdlue using other available data. The
amount of securities for which quoted market priwese not available is not material to the portdas a whole.

LOANS RECEIVABLE, NET

The fair value of loans was estimated by discogntire future cash flows using the current ratestath similar loans would be made to
borrowers with similar credit ratings and for sianifemaining maturities.When using the discountirejhod to determine fair value, loans were
gathered by homogeneous groups with similar temdscanditions and discounted at a target rate atwdimilar loans would be made to
borrowers as of September 30, 2007 and 2006. liiaddvhen computing the estimated fair valuedtiloans, allowances for loan losses have
been subtracted from the calculated fair valuetorsideration of credit quality.

FHLB AND FEDERAL RESERVE STOCK

The fair value of such stock is assumed to apprateénbook value since the Company is generally @htedeem this stock at par value.
ACCRUED INTEREST RECEIVABLE

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

DEPOSITS

The carrying values of non-interest bearing chegkieposits, interest bearing checking depositsngayand money markets is assumed to
approximate fair value, since such deposits areddiately withdrawable without penalty. The fairwalof time certificates of deposit was

estimated by discounting expected future cash floyvghe current rates offered on certificates qfag#t with similar remaining maturities.

In accordance with SFAS No. 107, no value has basigned to the Company’s long-term relationshiils its deposit customers (core
value of deposits intangible) since such intangibleot a financial instrument as defined under SF¥. 107.

ADVANCES FROM FHLB

The fair value of such advances was estimated ¢podinting the expected future cash flows usingecttinterest rates as of September 30, 2007
and 2006 for advances with similar terms and remgimaturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES

The fair value of these instruments was estimayedisgcounting the expected future cash flows usieigved interest rates approximating market
as of September 30, 2007 and 2006 over the condlamiaturity of such borrowings.

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

The commitments to originate and purchase loane texms that are consistent with current markebgeAccordingly, the Company estimates
that the fair values of these commitments are igoiificant.

LIMITATIONS



It must be noted that fair value estimates are naa@despecific point in time, based on relevantkeginformation about the financial instrument.
Additionally, fair value estimates are based ors#xg on- and off-balance-sheet financial instruteevithout attempting to estimate the value of
anticipated future business, customer relationshijusthe value of assets and liabilities that atecansidered financial instruments. These
estimates do not reflect any premium or discouat tiould result from offering the Companygntire holdings of a particular financial instremt

for sale at one time. Furthermore, since no maekists for certain of the Company’s financial instents, fair value estimates may be based on
judgments regarding future expected loss experjenaeent economic conditions, risk characteristitgarious financial instruments and otl
factors. These estimates are subjective in natdtérevolve uncertainties and matters of significaigment and therefore cannot be determined
with a high level of precision. Changes in assuonsias well as tax considerations could signifigaaifect the estimates. Accordingly, basec
the limitations described above, the aggregatevidire estimates are not intended to represenirtterlying value of the Company, on either a

going concern or a liquidation basis.
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INVESTOR INFORMATION
Annual Meeting of Shareholders

The Annual Meeting of Shareholders will convené:80 pm on Tuesday, February 12, 2008. The meatithdpe held in the Board Room of
MetaBank, 121 East Fifth Street, Storm Lake, lokather information with regard to this meeting ¢enfound in the proxy statement.

General Counsel

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

P.O. Box 278

Storm Lake, lowa 50588

Special Counsel

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

McGladrey & Pullen LLP

400 Locust Street, Suite 640

Des Moines, lowa 50309-2372

Shareholder Services and Investor Relations

Shareholders desiring to change the name, addnesgnership of stock; to report lost certificatesfo consolidate accounts, should contact the

corporation’s transfer agent:

Registrar & Transfer Company
10 Commerce Drive

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

Form 10-K

Copies of the Company’s Annual Report on Form fankthe year ended September 30, 2007 (excludihghég thereto) may be obtained
without charge by contacting:

Investor Relations

Meta Financial Group

MetaBank Building

121 East Fifth Street

P.O. Box 1307

Storm Lake, lowa 50588
Telephone: 712.732.4117

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

DIVIDEND AND STOCK MARKET INFORMATION
Meta Financial Group’s common stock trades on tASNAQ Global MarkefM under the symbol “CASH.”

Quarterly dividends for 2006 and 2007 were $0.18 frice range of the common stock, as reporteti@iNasdaq System, is as follows:

FISCAL YEAR 2007 FISCAL YEAR 2006

LOW HIGH LOW HIGH

FIRST QUARTER $ 2418 $ 2980 $ 1858 $ 23.0C
SECOND QUARTER 27.3: 35.5( 19.0¢ 28.1(
THIRD QUARTER 31.0C 38.22 21.01 23.1¢

FOURTH QUARTER 37.5( 42.0C 22.32 25.7¢



Dividend payment decisions are made with consiaeraif a variety of factorscluding earnings, financial condition, market silerations, an
regulatory restrictions. Restrictions on dividerayments are described in Note 17 of the Notes tsGlalated Financial Statements included in

this Annual Report.

As of September 30, 2007, Meta had 2,589,717 sludiresmmon stock outstanding, which were held by 8areholders of record, and
424,269 shares subject to outstanding options shheeholders of record nhumber does not reflecteqipately 500 persons or entities who hold
their stock in nominee or “street” name.

The following securities firms were acting as mamkakers for Meta stock during the year ended Seipée 30, 2007: Automated Trading
Desk; B-Trade Services LLC; Citadel Derivatives Grd.LC; Credit Suisse Securities USA; Evolution &igial
Technologies; Howe Barnes Investments, Inc.; Knigdniity Markets, L.P.; Merriman Curhan Ford and @amy; and UBS Securities LLC.
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MetaBank &

METABANK
NORTHWEST IOWA MARKET

STORM LAKE MAIN OFFICE
121 East Fifth Street

P.O. Box 1307

Storm Lake, lowa 50588
712.732.4117

800.792.6815

712.732.8122 fax

Storm Lake Plaza

1413 North Lake Avenue
P.O. Box 1307

Storm Lake, lowa 50588
712.732.6655
712.732.7924 fax

METABANK
WEST CENTRAL

WEST CENTRAL MAIN OFFICE
615 South Division

P.O. Box 606

Stuart, lowa 50250
515.523.2203

800.523.8003

515.523.2460 fax

Casey

101 East Logan
P.O. Box 97
Casey, lowa 50048
641.746.3366
800.746.3367
641.746.2828 fax

Menlo

501 Sherman

P.O. Box 36
Menlo, lowa 50164
641.524.4521

METABANK
MEMPHIS MARKET

Cordova Main Office

7000 Goodlett Farms Parkway
Cordova, Tennessee 38106
901.380.8200

METABANK
CENTRAL IOWA MARKET

CENTRAL IOWA MAIN OFFICE
Downtown Des Moines

418 Sixth Avenue, Suite 205
Des Moines, IA 50309
515.243.0630

515.447.4242 fax

Highland Park

3624 Sixth Avenue

Des Moines, lowa 50313
515.288.486t



515.288.3104 fax

Ingersoll

3401 Ingersoll Avenue
Des Moines, lowa 50312
515.274.9674
515.274.9675 fax

Jordan Creek

270 South 68th Street

West Des Moines, lowa 50266
515.223.0440

515.223.0439 fax

Urbandale

4848 86th Street
Urbandale, lowa 50322
515.309.9800
515.309.9801 fax

West Des Moines

3448 Westown Parkway

West Des Moines, lowa 50266
515.226.8474

515.226.8475 fax

METABANK
BROOKINGS MARKET

BROOKINGS MAIN OFFICE
600 Main Avenue

P.O. Box 98

Brookings, South Dakota 57006
605.692.2314

800.842.7452

605.692.7059 fax

METABANK
SIOUX EMPIRE MARKET

SIOUX FALLS MAIN OFFICE
4900 South Western Avenue
P.O. Box 520

Sioux Falls, South Dakota 57101
605.338.0059

605.338.0155 fax

North Minnesote

1600 North Minnesota Avenue
P.O. Box 520

Sioux Falls, South Dakota 57101
605.338.3470

605.338.3471 fax

South Minnesota

2500 South Minnesota Avenue
P.O. Box 520

Sioux Falls, South Dakota 57101
605.977.7500

605.977.7501 fax

West 12th Street

2104 West 12th Street

P.O. Box 520

Sioux Falls, South Dakota 57101
605.336.8900

605.336.8901 fax



h’a:_ meta paymeant
systems

META PAYMENT SYSTEMS AND
ADMINISTRATIVE OFFICES

Sioux Falls

5501 South Broadband Lane
Sioux Falls, South Dakota 57108
605.361.4347

866.550.6382

605.338.0596 fax

Omaha

4235 N 90th Street
Omaha, Nebraska 68134
402.573.0567
402.573.3360 fax

Meta®

Trust*

META TRUST

4900 South Western Avenue
Sioux Falls, South Dakota 57101
605.782.1780

605.338.0155 fax

metapay.com
metabankonline.com
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SUBSIDIARIES OF THE REGISTRANT

Percentage o

Exhibit 21

State of
Incorporation or

Parent Subsidiary Ownership Organization
Meta Financial Group, Int MetaBank 10(% Federa

Meta Financial Group, Int MetaBank WC 10(% lowa

Meta Financial Group, Int First Midwest Financial Capital Trus 10(% Delaware

Meta Financial Group, Int Meta Trust Compan 10(% South Dakot:
MetaBank First Services Financial Limite 10(% lowa

First Services

Financial Limited Brookings Service Corporatic 10(% South Dakot:

The financial statements of Meta Financial Growg, bre consolidated with those of its subsidiagasept First Midwest Financial

Capital Trust I.




Exhibit 23
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

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

We consent to the incorporation by reference inMle¢a Financial Group, Inc. Registration Statement$orm S-8 of Meta Financial

Group, Inc., pertaining to the Meta Financial Grolng. 1995 Stock Option and Incentive Plan andMie¢a Financial Group, Inc. 2002 Omnit
Incentive Plan, of our report dated January 7, 20€1&ting to our audit of the consolidated finahatatements, which appears in the Annual
Report on Form 10-K of Meta Financial Group, Ined aubsidiaries for the year ended September 3I¥,.20

/s/ McGladrey & Pullen, LLF
McGladrey & Pullen, LLF

Des Moines, low:
January 10, 200




Exhibit 31.1

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

I, J. Tyler Haahr, certify that:
1. I have reviewed this Annual Report on Form 16fH/eta Financial Group, Inc.;

2. Based on my knowledge, this report does notagprany untrue statement of a material fact or amgitate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegus presented in this annual report;

4. The registrang other certifying officers and | are responsildedstablishing and maintaining disclosure contanld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) fore¢lgéstrant and have:

a) Designed such disclosure controls and procedaresmused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntbd report our conclusions about
effectiveness of the disclosure and proceduresf tie end of the period covered by this reporeldasn such evaluation; and

c¢) Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the registrant
issuer's most recent fiscal quarter (the registsaourth fiscal quarter in the case of an anneabrt) that as materially affected, or is
reasonably likely to materially affect, the regastt’s internal control over financial reporting;dan

5. The registrang other certifying officers and | have discloseasdd on our most recent evaluation of internalrobower financial reporting,
the registrant’s auditors and the audit committieth® registrant’s board of directors (or persoedqgrming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal costoekr financial reporting which are
reasonably likely to adversely affect the regisigaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: January 10, 20(

/sl J. Tyler Haah
Chief Executive Office




Exhibit 31.2

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

I, David W. Leedom, certify that:
1. I have reviewed this Annual Report on Form 10fHeta Financial Group, Inc.;

2. Based on my knowledge, this report does notadomny untrue statement of a material fact ortamstate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows registrant as of, and for, the periags@nted in this annual report;

4. The registrant’s other certifying officers drate responsible for establishing and maintaimlisglosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHerregistrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedores designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to us by
others within those entities, particularly duritg period in which this report is being prepared;

b) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntad report our conclusions about
effectiveness of the disclosure and proceduresf tie end of the period covered by this reporeldasn such evaluation; and

c¢) Disclosed in this report any change in the tegid’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodighal quarter in the case of an annual repod) #s materially affected, or is reasonably
likely to materially affect, the registrant’s intel control over financial reporting; and

5. The registrant’s other certifying officers drithve disclosed, based on our most recent evaluafiinternal control over financial reporting,
to the registrant’s auditors and the audit commaitiEthe registrant’s board of directors (or pessparforming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal costoekr financial reporting which are
reasonably likely to adversely affect the regisigaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reporting.

Date: January 10, 20(
/s/ David W. Leedor

Acting 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 10-K fortlyear ended September 30, 2006, as
filed with the Securities and Exchange Commissionhe date of this Certification (the “Report”) JI, Tyler Haahr, the Chief Executive Officer
of the Company, certify, pursuant to 18 U.S.C. Bect350, as adopted pursuant to Section 906 ab#rbanes-Oxley Act of 2002, that:

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

2) the information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operations
of the Company.

By: /s/ J. Tyler Haah
Name: J. Tyler Haat
Chief Executive Office
January 10, 200




Exhibit 32.2

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

In connection with the Annual Report of Meta Finah&roup, Inc. (the “Company”) on Form 10-K foetlyear ended September 30, 2007, as
filed with the Securities and Exchange Commissionhe date of this Certification (the “Report”) David W. Leedom, the Acting Chief
Financial Officer of the Company, certify, pursuémtl8 U.S.C. Section 1350, as adopted pursugdéttion 906 of the Sarbanes-Oxley Act of

2002, that:
(1) the Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeod 1934; and

2) the information contained in the Report fairly mets, in all material respects, the financial ctadiand result of operations
of the Company.

By: /s/ David W. Leedon
Name: David W. Leedor
Acting Chief Financial Office
January 10, 200




