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PART | - FINANCIAL INFORMATION
Iltem 1. Financial Statemen

META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Financial Coitidn (Unaudited)
(Dollars in Thousands, Except Share and Per Shat&) D

ASSETS June 30, 201 September 30, 201
Cash and cash equivale $ 26,49¢ $ 145,05:
Investment securities available for s 291,71 435,25(
Mortgagebacked securities available for s 619,28: 681,44
Investment securities held to matut 208,37: -
Mortgagebacked securities held to matur 79,43¢ -
Loans receivable - net of allowance for loan losHe®3,670 at June 30, 2013 and $3,971 at Septemt
30, 2012 339,16 326,98:
Federal Home Loan Bank Stock, at ¢ 5,31¢ 2,12(
Accrued interest receivab 8,78¢ 6,71(
Insurance receivab 53¢ 581
Premises, furniture, and equipment, 17,80: 17,73¢
Bank-owned life insuranc 33,53¢ 14,83:
Foreclosed real estate and repossessed 45 83¢
Intangible asset 2,331 2,03t
MPS accounts receivak 3,79¢ 5,76:
Assets held for sal 1,345 -
Other assets 21,96( 9,551
Total assets $ 165993 $ 1,648,89

LIABILITIES AND STOCKHOLDERS’ EQUITY

LIABILITIES
Nonr-interes-bearing checkin $ 1,198,441 $ 1,181,29!
Interes-bearing checkini 31,61 33,09«
Savings deposil 27,69¢ 26,05
Money market deposi 41,15¢ 38,58¢
Time certificates of deposit 117,00: 100,76:
Total deposits 1,415,87 1,379,79.
Advances from Federal Home Loan Be 7,00( 11,00(
Federal funds purchas 65,00( -
Securities sold under agreements to repurc 13,12t 26,40(
Subordinated debentur 10,31( 10,31(
Accrued interest payab 274 177
Contingent liability 331 1,71¢
Accrued expenses and other liabilities 19,98¢ 73,63¢
Total liabilities 1,531,90. 1,503,03!

STOCKHOLDERS' EQUITY
Preferred stock, 3,000,000 shares authorized, a@shssued or outstanding at June 30, 2013 and

September 30, 2012, respectiv - -
Common stock, $.01 par value; 10,000,000 sharémened, 5,586,755 and 5,576,099 shares issued

5,513,014 and 5,443,881 shares outstanding at3lyr013 and September 30, 2012, respect 56 56
Additional paic-in capital 78,50¢ 78,76¢
Retained earning- substantially restricte 68,57¢ 60,77¢
Accumulated other comprehensive income (li (17,899 8,51
Treasury stock, 73,741 and 132,218 common sharessh at June 30, 2013 a
September 30, 2012, respectively (1,209 (2,255

Total stockholders’ equity 128,03! 145,85¢
Total liabilities and stockholders’ equity $ 1,659,93 $ 1,648,89:

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

Three Months Ended

Nine Months Ended

June 30, June 30,
2013 2012 2013 2012
Interest and dividend incom
Loans receivable, including fe $ 4,091 $ 4,61t $ 11,95 $ 13,64"
Mortgage-backed securitie 3,02¢ 3,84¢ 9,06¢ 13,83
Other investments 2,71C 68€ 8,151 1,58:
9,82t 9,14¢ 29,17 29,06
Interest expenst
Deposits 28¢€ 51€ 99t 1,722
FHLB advances and other borrowings 38C 341 1,317 1,00(
66€ 857 2,312 2,72
Net interest income 9,15¢ 8,29 26,86 26,34:
Provision (recovery) for loan losses - 15C (300 1,04¢
Net interest income after provision for loan losse 9,15¢ 8,14 27,16 25,29:
Nonr-interest income
Card fees 12,547 12,23: 38,04 41,83¢
Gain (loss) on sale of securities available foe saét 52t (407) 2,501 12,03(
Bank-owned life insurance incon 28¢ 131 707 38¢
Loan fees 18¢ 35¢ 69C 977
Deposit fee: 15C 154 472 45¢
Gain (loss) on foreclosed real est 39 1,13¢ (274) 17C
Other income (179 97 (75) 30¢
Total non-interest income 13,55¢ 13,70¢ 42,064 56,16¢
Nonr-interest expenst
Compensation and benef 8,52¢ 8,23¢ 25,917 23,46
Card processing expen 3,48( 3,672 12,14: 13,97(
Occupancy and equipment expe 2,18¢ 2,08: 6,19¢ 6,26¢
Legal and consulting expen 1,18: 861 2,951 4,14¢
Data processing expen 29¢ 294 91C 841
Marketing 27¢€ 317 747 80¢
Impairment on assets held for s - - 361 -
Other expense 2,07¢ 2,60¢ 7,457 7,56¢
Total non-interest expense 18,02/ 18,07: 56,68 57,07t
Income before income tax expens 4,69¢ 3,771 12,53¢ 24,38t
Income tax expense 1,022 1,39( 2,594 8,93¢
Net income $ 3,672 $ 2,387 $ 9,942 $ 15,44¢
Earnings per common share
Basic $ 0.67 $ 0.67 $ 181 $ 4.6¢€
Diluted $ 0.6€ $ 0.6€ $ 1.8 $ 4.64

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

(Dollars in Thousands)

Three Months Ended

Nine Months Ended

June 30, June 30,

201: 2012 2012 2012

Net income $ 3,672 $ 2,381 $ 9,942 $ 15,44¢
Other comprehensive income (los

Change in net unrealized gain (loss) on secul (29,219 5,44( (40,66¢) 7,44¢

Losses (gains) realized in net income (525) 401 (2,507 (12,030

(29,749 5,841 (43,16 (4,580

Deferred income tax effect (11,629 2,23¢ (16,759 (1,759

Total other comprehensive income (loss) (18,120 3,601 (26,409 (2,828

Total comprehensive income (loss) $ (14,449 $ 599/ $ (16,469 $ 12,62(

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

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

For the Nine Months Ended June 30, 2013 and 2012
(Dollars in Thousands, Except Share and Per Shat&) D

Accumulated

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

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

stock ($.39 per shar - - (1,339 - - (1,339
Issuance of 640,000 common shares

from the sales of equity securiti 6 12,78: - - - 12,78t
Issuance of 59,750 common shares 1

treasury stock due to issuance of

restricted stocl - 5C - - 96¢ 1,01¢
Stock compensatia - 27 - - - 27
Change in net unrealized gains (loss:

on securities available for se - - - (2,829 - (2,829
Net income - - 15,44¢ - - 15,44¢
Balance, June 30, 20: $ 40 $ 4533( $ 59,61( $ 3,50¢ $ (2,789 $ 105,69¢
Balance, September 30, 20 $ 56 $ 78,76¢ $ 60,77¢ $ 8,61 $ (2,255 $ 145,85¢
Cash dividends declared on commor

stock ($0.13 per shar - - (2,14 - - (2,14))
Issuance of common shares from the

sales of equity securitie - (318 - - - (318
Issuance of common shares from

treasury stock due to exercise of st

options - (72) - - 1,04¢ 974
Stock compensatic - 12t - - - 12t
Net change in unrealized losses or

securities, net of income tax - - - (26,409 - (26,409
Net income - - 9,94« - - 9,94
Balance, June 30, 20: $ 56 $ 78,50: $ 68,57¢ $ (17,899 $ (1,209 $ 128,03!

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

Condensed Consolidated Statements of Cash Flows (alrdited)

(Dollars in Thousands)

Nine Months Ended June 30

2013 2012
Cash flows from operating activities:
Net income $ 9,942 $ 15,44¢
Adjustments to reconcile net income to net caskigea by (used in) operating activitie
Depreciation, amortization and accretion, 15,85( 13,87¢
Disbursement of nc-real estate consumer loans originated for - (617,929
Proceeds from sale of n-real estate consumer log - 617,80t
Proceeds from sale o0-4 family residential mortgage loa - 36¢
Loss on sale of loar - 7
Provision (recovery) for loan loss (300 1,04¢
(Gain) loss on other asst 67 (16€)
Gain on sale of securities available for sale, (2,507 (12,030
Net change in accrued interest receiv (2,079 (1,732
Impairment on assets held for s 361 -
Net change in other assi (22,435 2,33:
Net change in accrued interest paye 97 @)
Net change in accrued expenses and other liabilitie (26,797 (92
Net cash provided by (used in) operating activitie (27,797 18,93:
Cash flows from investing activities:
Purchase of securities available for ¢ (468,107 (898,541)
Proceeds from sales of securities available far 182,15t 386,85!¢
Proceeds from maturities and principal repaymehsecurities available for sa 155,39( 158,73t
Purchase of securities held to matu (5,576 -
Purchase of bank owned life insurai (18,000 -
Loans purchase (10,44¢) (6,320
Net change in loans receival (1,43Y (16,56()
Proceeds from sales of foreclosed real e: 431 4,91¢
Federal Home Loan Bank stock purche (309,359 (58,33)
Federal Home Loan Bank stock redempti 306,16( 60,94¢
Proceeds from the sale of premises and equip - 24
Purchase of premises and equipr (4,427 (3,559
Other, net - 1,75¢
Net cash provided by (used in) investing activitie (173,209 (370,069
Cash flows from financing activities:
Net change in checking, savings, and money marabslts 19,84¢ 224,611
Net change in time depos 16,23¢ (15,697
Repayment of FHLB and other borrowir (4,000 -
Proceeds from federal funds purcha 65,00( -
Net change in securities sold under agreementpiarchas: (13,27Y) 19,25¢
Cash dividends pai (2,147 (1,332
Proceeds from issuance of common shares, netuzrise cost - 12,78¢
Stock compensatic 12t 27
Proceeds from issuance of common stock 65€ 1,01¢
Net cash provided by (used in) financing activitie 82,44¢ 240,68!
Net change in cash and cash equivalen (118,559 (110,459
Cash and cash equivalents at beginning of period 145,05: 276,89.
Cash and cash equivalents at end of period $ 26,49¢ $ 166,43!
Supplemental disclosure of cash flow informatior
Cash paid during the period fc
Interest $ 2,76 $ 2,72¢
Income taxe: 3,40¢ 5,62¢
Supplemental schedule of nc-cash investing activities:
Loans transferred to foreclosed real es $ 48 $ 3,04(



Assets transferred to held for s 1,70¢
Securities transferred from available for saleatiilio maturity 282,19!

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

The interim unaudited condensed consolidated filghstatements contained herein should be readnjuanction with the audited consolida
financial statements and accompanying notes t@dhsolidated financial statements for the fiscaryended September 30, 2012 include
Meta Financial Group, Inc.’s (“Meta Financial” dnet “Company”) Annual Report on Form ¥Ofiled with the Securities and Exchat
Commission (“SEC"pn December 21, 2012. Accordingly, footnote disgtes which would substantially duplicate the disal@s contained
the audited consolidated financial statements haes omitted.

The financial information of the Company includestdin has been prepared in accordance with U.Srgiynaccepted accounting princif
(“GAAP”) for interim financial reporting and has & prepared pursuant to the rules and regulatmm®porting on Form 10-Q and Rule @0-
of Regulation SX. Such information reflects all adjustments (cstisg of normal recurring adjustments), that are,the opinion ¢
management, necessary for a fair presentatioredinncial position and results of operationstfa periods presented. The results of the

- and nine - periods ended June 30, 2013, arequaissarily indicative of the results expectedlieryear ending September 30, 2013.

NOTE 2. CREDIT DISCLOSURES

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

The allowance for loan losses consists of spea@neral, and unallocated components. The spexfigponent relates to impaired loans.
such loans, an allowance is established when gwdnted cash flows (or collateral value or obdaesanarket price) of the impaired loan
lower than the carrying value of that loan. The egah component covers loans not considered impaareti is based on historical |
experience adjusted for qualitative factors. Anli@eated component is maintained to cover uncetitsnthat could affect management’
estimate of probable losses. The unallocated compoof the allowance reflects the margin of impsExi inherent in the underlyi
assumptions used in the methodologies for estimatiecific and general losses in the portfolio.

Smallerbalance homogeneous loans are collectively evaluateimpairment. Such loans include residentiedtfmortgage loans secured
one-tofour family residences, residential constructioans, and automobile, manufactured homes, homeyegoé second mortgage loe
Commercial and agricultural loans and mortgageda@tured by other properties are evaluated ingiligl for impairment. When analysis
borrower operating results and financial conditiodicates that underlying cash flows of the borrdwdusiness are not adequate to me
debt service requirements, the loan is evaluatednipairment. Generally, noaecrual loans are considered impaired. Impaireddoa
portions thereof, are charged off when deemed lextdile.
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Loans receivable at June 30, 2013 and Septemb@03Q,are as follows:

One to four family residential mortgage lo¢
Commercial and mu-family real estate loar
Agricultural real estate loat

Consumer loan

Commercial operating loal

Agricultural operating loans

Total Loans Receivabl

Less:

Allowance for loan losse

Net deferred loan origination fees
Total Loans Receivable, Net

June 30, 201 September 30, 201

(Dollars in Thousands

$ 76,16. $ 49,13
161,97 191,90!
28,56 19,86:
30,76: 32,83¢
15,81¢ 16,45:
29,94 20,98
343,22. 331,17
(3,670 (3,971

(390) (219

$ 339,16, $ 326,98

Activity in the allowance for loan losses and baks of loans receivable by portfolio segment fer tthree and nine month periods ended

30, 2013 and 2012 is as follows:

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

Three Months Ended Junge

30, 2013
Allowance for loan losses
Beginning balanc $ 26t $ 2,32¢ $ 19 $ 25 $ 17 $ 1,068 $ 3,70¢

Provision (recovery) for

loan losse! 92 (563 34 47 154 33C -

Loan charge off (25) (12¢) - - - - (15%)

Recoveries - 94 - 23 - - 117
Ending balance $ 332 % 1,732 $ 35 $ $ 1% 171 $ 1,398 § 3,67C
Nine Months Ended June

30, 2013
Allowance for loan losses
Beginning balanc $ 19t $ 3,11 $ 19 $ 48 $ - % 61z $ 3,971

Provision (recovery) for

loan losse: 164 (1,347 34 (111) 171 78% (300)

Loan charge off (25) (13€) - - - - (167)

Recoveries - 96 - 63 - - 16C
Ending balance $ 332 % 1,732 $ 35 $ $ 19 171 ' $ 1,398 § 3,67(
Ending balance:

individually evaluated fol

impairment $ 25 3% 40¢ $ - $ $ - $ - $ - $ 434
Ending balance: collective

evaluated for impairmen $ 307 $ 1,32 $ 35 % $ 13 171 $ 1398 § 3,23¢
Loans:
Ending balance:

individually evaluated fol

impairment $ 61 $ 8,38: $ - $ $ 53 $ - $ - $ 9,05
Ending balance: collective

evaluated for impairmen $ 75,54« $ 153,58 $ 28,567 $ 30,76: $ 15,76¢ $ 29,94. $ - $ 334,16¢
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Commercial
and Multi-
1-4 Family Family Real Agricultural Commercial Agricultural
Residentia Estate Real Estate Consumer Operating  Operating Unallocatec Total

Three Months Ended June

30, 2012
Allowance for loan losses
Beginning balanc $ 147 $ 3,97t $ - % 27 % 37 % - % 57€¢ $ 4,762

Provision (recovery) for

loan losse! 17 182 - (12 (1) - (36) 15C

Loan charge off - (502) - 4) - - - (50€)

Recoveries - 20 - - - - - 20
Ending balance $ 164 $ 3,678 $ - 3 11 $ 36 $ - 3 54C $ 4,42
Nine Months Ended June

30, 2012
Allowance for loan losses
Beginning balanc $ 165 $ 3,901 $ - % 16 $ 36 $ 67 $ 741 $  4,92¢

Provision (recovery) for

loan losse! 1 1,322 - 3 (©)] (67) (207) 1,04¢

Loan charge off 3 (1,569 - (6) - - - (1,577)

Recoveries 1 20 - 4 3 - - 28
Ending balance $ 164 $ 3,678 $ - % 11 $ 36 $ - $ 54C $ 4,42
Ending balance:

individually evaluated fol

impairment $ 4 3 1,157 $ - 3 - $ 2 $ - $ - $ 1,162
Ending balance: collective

evaluated for impairmen $ 16C $ 2,51¢ $ - 9 11 $ 34 $ - 9 54C $  3,26:
Loans:
Ending balance:

individually evaluated fol

impairment $ 78 $ 10,83( $ - $ 13 78 $ - $ - $ 10,98
Ending balance: collective

evaluated for impairmen $ 43,89 $ 180,58! $ 20,57: $ 39,05¢ $ 14,94t $ 25,13. $ - $ 324,18

Federal regulations provide for the classificatadloans and other assets, such as debt and expdtyities considered by our regulator,
Office of the Comptroller of the Currency (the “OQCto be of lesser quality, as “substandard,” “dtiul” or “loss.” An asset is consider
“substandard’if it is inadequately protected by the current metrth and paying capacity of the obligor or of #mlateral pledged, if an
“Substandard” assets include those characterizethéy‘distinct possibility” that MetaBank (the “BlBD will sustain “some loss’if the
deficiencies are not corrected. Assets classifieddaubtful” have all of the weaknesses inherenthiose classified “substandardyith the
added characteristic that the weaknesses presdat ‘foallection or liquidation in full,"on the basis of currently existing facts, condisioan:
values, “highly questionable and improbable.” Asselissified as “loss” are those considered “uectilble” and of such minimal value tt
their continuance as assets without the establishofea specific loss reserve is not warranted.

General allowances represent loss allowances wiagk been established to recognize the inherdatssociated with lending activities,
which, unlike specific allowances, have not bedncaked to particular problem assets. When asset<lassified as “loss,MetaBank i
required either to establish a specific allowaraeldsses equal to 100% of that portion of the asselassified or to chargef such amoun
The Banks determinations as to the classification of ietsand the amount of its valuation allowancesabgect to review by its regulatc
authorities, which may direct management to esthladditional general or specific loss allowances.

9
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The asset classification of loans at June 30, 20tBSeptember 30, 2012, are as follows:

June 30, 2013

Commercial
and Multi-
1-4 Family Family Real  Agricultural Commercial  Agricultural
Residential Estate Real Estate Consumer Operating Operating Total
Pass $ 75,75« $ 141,25! $ 25,09: $ 30,76 $ 15,73 $ 24.21¢ $ 312,81(
Watch 78 11,46¢ 3,47¢ - 84 29 15,13:
Special Mentior 8% 1,702 - - - 5,69: 7,481

Substandar 24E 7,54¢ - - - - 7,79
Doubtful - - -

$ 76,16: $ 161,97C  $ 28,567 $ 30,76 $ 15,81¢ $ 29,94. $ 343,22:

September 30, 2012

Commercial
and Multi-
1-4 Family Family Real  Agricultural Commercial  Agricultural
Residential Estate Real Estate Consumer Operating Operating Total
Pass $ 48,56¢ $ 167,69 $ 19,78! $ 32,837 $ 16,03¢ $ 20,98. $ 305,90(
Watch 22¢ 12,93: 78 - - - 13,23¢
Special Mentior 15 3,73( - - 39¢ - 4,14«
Substandar 29t 7,54¢ - 1 17 - 7,85¢
Doubtful 3C - - 3C

$ 49,13:  $ 191,90 $ 19,86 $ 32,83t $ 16,45 $ 20,98. % 331,17:

One- to Four-Family Residential Mortgage Lending . One- to fourfamily residential mortgage loan originations arengrated by tt
Company’s marketing efforts, its present customeralk-in customers and referrals. The Company sffixed+ate and adjustable ri
mortgage (“ARM”) loans for both permanent structueand those under construction. The Company’s nfsur{family residential mortgag
originations are secured primarily by propertiesated in its primary market area and surroundiegsr

The Company originates one- to fdamily residential mortgage loans with terms geftenap to ten years and a maximum of 30 years
loan-tovalue ratios up to 100% of the lesser of the agprhivalue of the security property or the contpaitte at the time of origination. T
Company generally requires that private mortgagarance be obtained in an amount sufficient to cedhe Companyg’ exposure to at
below the 80% loan-tealue level, unless the loan is insured by the Fdddousing Administration, guaranteed by Veter&ifairs or
guaranteed by the Rural Housing Administration.itRagtial loans generally do not include prepaynpentalties.

The Company currently offers one, three, five, seaed ten year ARM loans. These loans have a fiaedfor the stated period and, theree
such loans adjust annually. These loans generadlyige for an annual cap of up to 200 basis pants a lifetime cap of 600 basis points ¢
the initial rate. As a consequence of using anainfixed rate and caps, the interest rates onethesns may not be as rate sensitive as
Company’s cost of funds. The Compasny¥RMs do not permit negative amortization of pifiat and are not convertible into a fixed rate
The Company’s delinquency experience on its ARMi$ohas generally been similar to its experiencéxed rate residential loans.

10
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Due to consumer demand, the Company also offeeslfixte mortgage loans with terms up to 30 years, mbsthich conform to secondz
market,i.e. , Fannie Mae, Ginnie Mae, and Freddie Mac, starsddrderest rates charged on these fired-loans are competitively pric
according to market conditions.

In underwriting one- to four-family residential fesstate loans, the Company evaluates both theWweris ability to make monthly payme!
and the value of the property securing the loaopétties securing real estate loans made by thep@aynare appraised by indepent
appraisers approved by the Board of Directors. Cbmpany generally requires borrowers to obtainteorraey'’s title opinion or title insuranc
and fire and property insurance (including floodurance, if necessary) in an amount not less tharamount of the loan. Real estate I
originated by the Company generally contain a “duesale”clause allowing the Company to declare the unpaidacipal balance due a
payable upon the sale of the security property. Cbepany has not engaged in sub-prime residentaigage originations.

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

The Company’s commercial and mutimily real estate loan portfolio is secured priifiydby apartment buildings, office buildings, andtéls
Commercial and multi-family real estate loans gateare underwritten with terms that do not exc26d/ears, have loan-talue ratios of u
to 80% of the appraised value of the security priypat the time of origination, and are typicallgcsred by personal guarantees of
borrowers. The Company has a variety of rate adieist features and other terms in its commercialraatii-family real estate loan portfol
Commercial and multiamily real estate loans provide for a margin osenumber of different indices. In underwriting tee®ans, th
Company analyzes the financial condition of therdeer, the borrowes credit history, and the reliability and predigliy of the cash flov
generated by the property securing the loan. Applsion properties securing commercial real estaes originated by the Company
performed by independent appraisers.

Commercial and multi-family real estate loans gehipresent a higher level of risk than loans sediby one- to foufamily residences. Th
greater risk is due to several factors, includimg toncentration of principal in a limited numbé&daans and borrowers, the effect of gen
economic conditions on income producing propert@sl the increased difficulty of evaluating and mamng these types of loal
Furthermore, the repayment of loans secured by cmeiad and multifamily real estate is typically dependent uponghecessful operation
the related real estate project. If the cash flosmfthe project is reduced (for example, if leaesnot obtained or renewed, or a bankrt
court modifies a lease term, or a major tenanhabie to fulfill its lease obligations), the borrexs ability to repay the loan may be impaired.

Agricultural Lending . The Company originates loans to finance the msehof farmland, livestock, farm machinery and popgint, see
fertilizer and other farm related products. Agriauhl operating loans are originated at either djustable or fixed rate of interest for up
one year term or, in the case of livestock, upde. 2uch loans provide for payments of principal arterest at least annually or a lump :
payment upon maturity if the original term is lélsan one year. Loans secured by agricultural machiare generally originated as fixeate
loans with terms of up to seven years.

Agricultural real estate loans are frequently orégéd with adjustable rates of interest. Generaligh loans provide for a fixed rate of inte
for the first one to five years, which then balloamadjust annually thereafter. In addition, suzains generally amortize over a period of 1
30 years. Adjustableate agricultural real estate loans provide foraagim over the yields on the corresponding U.Sa3uey security or prin
rate. Fixedrate agricultural real estate loans generally lHawas up to 20 years. Agricultural real estate $oare generally limited to 75%
the value of the property securing the loan.
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Agricultural lending affords the Company the oppaity to earn yields higher than those obtainalol@pe- to foufamily residential lendiny
Agricultural lending involves a greater degree igk than one- to four-family residential mortgagans because of the typically lardear
amount. In addition, payments on loans are depératethe successful operation or management ofattme property securing the loan or
which an operating loan is utilized. The succeshefloan may also be affected by many factorsideithie control of the borrower.

Weather presents one of the greatest risks as drailight, floods, or other conditions can sevetihit crop yields and thus impair lo
repayments and the value of the underlying colléitdrhis risk can be reduced by the farmer withadety of insurance coverages which
help to ensure loan repayment. Government suppograms and the Company generally require thatdesmrocure crop insurance cover.
Grain and livestock prices also present a riskreeep may decline prior to sale resulting in auialto cover production costs. These risks
be reduced by the farmer with the use of futuregrests or options to mitigate price risk. The Camyp frequently requires borrowers to
futures contracts or options to reduce price risét help ensure loan repayment. Another risk isutheertainty of government programs
other regulations. During periods of low commodityces, the income from government programs caa bignificant source of cash for
borrower to make loan payments and if these programa discontinued or significantly changed, cdsiv problems or defaults could res
Finally, many farms are dependent on a limited nemnd$ key individuals upon whose injury or deathymesult in an inability to successft
operate the farm.

Management believes that various levels of drougdgther conditions within our markets has the gtaeto negatively impact potential yie
which would have a negative economic effect onamyicultural markets in fiscal 2013.

Consumer Lending- Retail Bank . The “Retail Bank” generally referring to traditional banking operaan our four market areas) offer
variety of secured consumer loans, including homeitg, home improvement, automobile, boat and losesured by savings deposits
addition, the Retail Bank offers other secured amskecured consumer loans. The Retail Bank currenigynates most of its consumer loan
its primary market area and surrounding areas.Rétail Bank originates consumer loans on a dirasish

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

The Retail Bank primarily originates automobilerdgaon a direct basis. Direct loans are loans mddvwhe Retail Bank extends credit dire
to the borrower, as opposed to indirect loans, wkdice made when the Retail Bank purchases loamramsyt often at a discount, fri
automobile dealers which have extended creditéo tustomers. The Retail Baiskautomobile loans typically are originated at dixeteres
rates with terms up to 60 months for new and usslicles. Loans secured by automobiles are genevallynated for up to 80% of t
N.A.D.A. book value of the automobile securing kb&n.

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

Consumer loans may entail greater credit risk tlegidential mortgage loans, particularly in theecaSconsumer loans which are unsecure
are secured by rapidly depreciable assets, suahtamobiles or recreational equipment. In suchs;aa®y repossessed collateral for a defa
consumer loan may not provide an adequate sourepafment of the outstanding loan balance asudt i&fsthe greater likelihood of dama
loss or depreciation. In addition, consumer loallections are dependent on the borrowesbntinuing financial stability, and thus are n
likely to be affected by adverse personal circumsta. Furthermore, the application of various faldand state laws, including bankruptcy
insolvency laws, may limit the amount which carréeovered on such loans.
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Consumer Lending- Meta Payment Systems (* MPS ). MPS offers portfolio lending on a nationwidedi®. In portfolio lending, the Compa
retains some or all receivables and relies on theotver as the underlying source of repayment.

Consumer loan collections are dependent on theWwerfs continuing financial stability, and thus are mbkely to be affected by advel
personal circumstances.

The Company monitors concentrations of credit whitdly naturally occur and may take the form of gdavolume of related loans to
individual, a specific industry, a geographic lécator an occupation.

The Company discontinued four of its credit sposBir lending programs by September 30, 2012. Fothtee and nine months ended .
30, 2012, these relationships provided approxima®€.8 and $2.6 million, respectively, in total eewe (interest income plus nareres
income) to the Company. There were no loans oulsigras of September 30, 2012 and June 30, 2013.

Commercial Operating Lending . The Company also originates commercial operdtiags. Most of the Compars/fcommercial operating loe
have been extended to finance local and regionsinbsses and include sheéetm loans to finance machinery and equipment @set
inventory and accounts receivable. Commercial l@ss involve the extension of revolving credit focombination of equipment acquisiti
and working capital in expanding companies.

The maximum term for loans extended on machinedy equipment is based on the projected useful fifsuch machinery and equipme
Generally, the maximum term on non-mortgage linkesredit is one year. The loan-t@lue ratio on such loans and lines of credit gelfy
may not exceed 80% of the value of the collateealisng the loan. The Compasytommercial operating lending policy includes drétk
documentation and analysis of the borrower’s characapacity to repay the loan, the adequacy@btirrowers capital and collateral as w
as an evaluation of conditions affecting the boenwAnalysis of the borrowes’past, present and future cash flows is also aortant aspe
of the Company’s current credit analysis.

Unlike residential mortgage loans, which generalhg made on the basis of the borroweability to make repayment from his or
employment and other income and which are secwyaédl property whose value tends to be more easitgrtainable, commercial opera
loans typically are made on the basis of the boertsiability to make repayment from the cash fldwhe borrowers business. As a result,
availability of funds for the repayment of commatcoperating loans may be substantially dependanthe success of the business i
(which, in turn, is likely to be dependent upon gemeral economic environment). The Comparggmmercial operating loans are usually
not always, secured by business assets and pergaaantees. However, the collateral securing dhed may depreciate over time, ma
difficult to appraise and may fluctuate in valueséd on the success of the business.

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst becomes doubtful, the Company
place the loan on a naecrual status and, as a result of this actionjipusly accrued interest income on the loan is n&ae against curre
income. The loan will remain on nawcrual status until the loan has been broughtenurand demonstrated a period of satisfa
performance or until other circumstances occur phavide adequate assurance of full repaymenttefést and principal.
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Past due loans at June 30, 2013 and SeptembedBD a2e as follows:

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

June 30, 201: Past Due Past Due Days Due Current Loans Receivable
Residential -4 Family $ 7€ $ - % - % 78 % 75,83¢ $ 24t $ 76,16:
Commercial Real

Estate and Multi-

Family - - - - 161,40¢ 562 161,971
Agricultural Real

Estate - - - - 28,56 - 28,56
Consume 13 10 19 42 30,72: - 30,76
Commercial Operatin 84 - - 84 15,72¢ 9 15,81¢
Agricultural Operating - - - - 29,94 - 29,94
Total $ 178 $ 10 $ 19 $ 204 $ 342,20. $ 8l $ 343,22.

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

September 30, 201 Past Due Past Due Days Due Current Loans Receivable
Residential -4 Family $ - % - % - $ - $ 48,827 % 307 % 49,13«
Commercial Real

Estate and Multi-

Family - - - - 190,48: 1,42z 191,90!
Agricultural Real

Estate - - - - 19,86 - 19,86
Consume 21 16 63 10C 32,73¢ - 32,83¢
Commercial Operatin - - - - 16,43 18 16,45:
Agricultural Operating - - - - 20,98: - 20,98
Total $ 21 3 16 $ 63 $ 10C $ 329,32. $ 1,74¢  $ 331,17:
Impaired loans at June 30, 2013 and Septembel03@, &e as follows:

Unpaid
Recorded Principal Specific
Balance Balance Allowance

June 30, 201:
Loans without a specific valuation allowar

Residential -4 Family $ 33 $ 33€ $ =

Commercial Real Estate and M-Family 6,15( 6,15( -

Agricultural Real Estat - - -

Consume - - -

Commercial Operatin 53 67 -

Agricultural Operating - - -
Total $ 6,53¢ $ 6,565. $ =
Loans with a specific valuation allowan

Residential -4 Family $ 282 % 282 % 25

Commercial Real Estate and M-Family 2,23: 2,23: 40¢

Agricultural Real Estat - - -

Consume - - -

Commercial Operatin - - -

Agricultural Operating - - -
Total $ 251§ 251t % 434
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Unpaid
Recorded Principal Specific
Balance Balance Allowance

September 30, 2012

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

Total $ - $ - 3 -

Loans with a specific valuation allowan
Residential -4 Family $ 35z $ 39¢ % 16
Commercial Real Estate and M-Family 8,81t 12,707 34¢€
Agricultural Real Estat - - -
Consume 1 1 -
Commercial Operatin 17 32 1
Agricultural Operating - - -

Total $ 9,18t $ 13,137 $ 363

The following table provides the average recordegs$tment in impaired loans for the three and nioeth periods ended June 30, 2013 and
2012.

Three Months Ended June 3C Nine Months Ended June 30

2013 2012 2013 2012

Average Average Average Average

Recorded Recorded Recorded Recorded
Investment Investment Investment Investment
Residential -4 Family $ 661 $ 77 % 58¢ $ 11€
Commercial Real Estate and M-Family 9,04¢ 12,12¢ 8,701 14,60¢
Agricultural Real Estat - - - -
Consume - 1 1 5
Commercial Operatin 57 80 51 79
Agricultural Operating - - - -
Total $ 9,767 $ 12,287 $ 9,34t $ 14,80¢
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The Company'’s troubled debt restructurings (“TDR/ically involve forgiving a portion of interest @rincipal on existing loans or maki
loans at a rate materially less than current madées. There were no loans modified in a TDR during thre¢hand nine month periods en

June 30, 2013 and two loans modified in a TDR dytive three and nine month periods ended June(3@; 2

For the Three Months Ended June 30, 201

For the Three Months Ended June 30, 201

Pre- Post- Pre- Post-
Modification Modification Modification Modification
Outstanding  Outstanding Outstanding  Outstanding
Number of Recorded Recorded Number of Recorded Recorded
Loans Balance Balance Loans Balance Balance
Residential -4 Family - $ - $ - 1 3 16 $ 1€
Commercial Real Estate and Multi
Family - - - - - -
Agricultural Real Estat - - - - - -
Consume - - - 1 1 1
Commercial Operatin - - - -
Agricultural Operating - - - - - -
Total - 9% - $ - 2 $ 17 $ 17

For the Nine Months Ended June 30, 201

For the Nine Months Ended June 30, 201

Pre- Pos*- Pre- PosH-
Modification Modification Modification Modification
Outstanding  Outstanding Outstanding  Outstanding
Number of Recorded Recorded Number of Recorded Recorded
Loans Balance Balance Loans Balance Balance
Residential -4 Family - % - $ - 1 $ 16 $ 1€
Commercial Real Estate and Multi-

Family - - - - - -
Agricultural Real Estat - - - - - -
Consume - - - 1 1 1
Commercial Operatin - - - -

Agricultural Operating - - - - - -

Total - 9% - $ - 2 3 17 $ 17
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As the following table shows, there were no TDRn#&or which there was a payment default duringttinee and nine month periods en
June 30, 2013 and 2012, that had been modifiedgltine 12-month period prior to the default:

During the Three Months Ended
June 30, 201z June 30, 201:
Number of Recorded Number of Recorded

Loans Investment Loans Investment

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

During the Nine Months Ended

June 30, 201 June 30, 2017
Number of Recorded Number of Recorded

Loans Investment Loans Investment

Residential -4 Family - 3% - - 0% -
Commercial Real Estate and M-Family - - - -
Agricultural Real Estat - - - -
Consume - - - -
Commercial Operatin - 2 - -
Agricultural Operating - - - -
Total - $ - - $ -
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NOTE 3. ALLOWANCE FOR LOAN LOSSES

At June 30, 2013, the Companryallowance for loan losses was $3.7 million, arelzge of $0.3 million from $4.0 million at Septemi3@
2012. During the three months ended June 30, 2823Company did not record a provision for loars)ass the Company’analysis indicate
the balance in the allowance for loan losses refteprobable losses in the loan portfolio.

During the nine months ended June 30, 2013, thep@aynrecorded a negative provision for its RetahB division in the amount of $(
million due to decreases in the general reservesethby decreases in the historical loss ratesdimmercial real estate and mulimily loans
compared to a provision in the amount of $1.0 onillfor the nine months ended June 30, 2012.

The Company’s total net charge-offs for the thneé mine months ended June 30, 2013 were $36,0081000, respectively.

The allowance for loan losses represents manag&snestimate of probable loan losses which have lmeumrred as of the date of 1
consolidated financial statements. The allowancédan losses is increased by a provision for lleases charged to expense and decreas
charge-offs (net of recoveries). Estimating th& o§loss and the amount of loss on any loan iessarily subjective. Managemenperiodi
evaluation of the adequacy of the allowance is thasethe Companyg’ past loan loss experience, known and inhereks iis the portfolic
adverse situations that may affect the borrosvability to repay, the estimated value of any ulyitey collateral, and current econor
conditions. While management may periodically alecportions of the allowance for specific proble@n situations, the entire allowanc
available for any loan charge-offs that occur.

The Company establishes its provision for loandessnd evaluates the adequacy of its allowancééor losses based upon a syster
methodology consisting of a number of factors idelg, among others, historic loss experience, therall level of classified assets, non
performing loans, TDR loans, the composition ofléan portfolio and the general economic environtmeithin which the Company and
borrowers operate.

Management closely monitors economic developmeuits tegionally and nationwide, and considers tHiasers when assessing the adeq
of its allowance for loan losses.

NOTE 4. EARNINGS PER COMMON SHARE (“EPS")

Basic EPS is computed by dividing income availableommon stockholders (the numerator) by the wejlaverage number of comn
shares outstanding (the denominator) during thegeBhares issued during the period and sharegu&ad during the period are weighted
the portion of the period that they were outstagdiAllocated ESOP shares are considered outstarfdingarnings per common sh
calculations as they are committed to be issuedilasated ESOP shares are not considered outstanflinESOP shares were allocated a
June 30, 2013 and September 30, 2012. Diluted EB®ssthe dilutive effect of additional common shaigsuable pursuant to stock op
agreements.
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A reconciliation of net income and common stockrel@mounts used in the computation of basic andedilEPS for the three and nine mo
ended June 30, 2013 and 2012 is presented below.

Three Months Ended June 30 201z 201z
(Dollars in Thousands, Except Share and Per Shat&)

Earnings
Net Income $ 3672 $ 2,381
Basic EPS
Weighted average common shares outstan 5,499,501 3,565,15!
Less weighted average unallocated ESOP and noxveistee: - -
Weighted average common shares outstan 5,499,501 3,565,15!
Earnings Per Common Share
Basic $ 0.67 $ 0.67
Diluted EPS
Weighted average common shares outstanding foc basnings per common shz 5,499,501 3,565,15!
Add dilutive effect of assumed exercises of stogtiams, net of tax benefi 54,11¢ 24,94
Weighted average common and dilutive potential comshares outstanding 5,553,62. 3,590,10.

Earnings Per Common Share
Diluted $ 0.6€ $ 0.6¢€

Nine Months Ended June 30 201z 201
(Dollars in Thousands, Except Share and Per Shat&)

Earnings
Net Income $ 9,942 $ 15,44¢
Basic EPS
Weighted average common shares outstan 5,484,06! 3,313,63
Less weighted average unallocated ESOP and nonvestee: - -
Weighted average common shares outstan 5,484,06! 3,313,63
Earnings Per Common Share
Basic $ 181 $ 4.6€
Diluted EPS
Weighted average common shares outstanding foc bashings per common shi 5,484,06! 3,313,63
Add dilutive effect of assumed exercises of stogtians, net of tax benefi 41 ,56( 14,72(
Weighted average common and dilutive potential comishares outstandit 5,525,62! 3,328,35!

Earnings Per Common Share
Diluted $ 1.8C $ 4.6¢

19




Table of Contents

Stock options totaling 134,415 and 89,583 werecooisidered in computing diluted EPS for the thne@ mine months ended June 30, 2
respectively, because they were not dilutive. Sigfions totaling 267,602 and 329,561 were not idensd in computing diluted EPS for
three and nine months ended June 30, 2012, regplgcthecause they were not dilutive.

NOTE 5. SECURITIES

The amortized cost, gross unrealized gains aneésoaad estimated fair values of available for salé held to maturity securities at June
2013 and September 30, 2012 are presented below.

Available For Sale

Gross Gross
Amortized Unrealized Unrealized
June 30, 2013 Cosl Gains (Losses Fair Value

(Dollars in Thousands
Debt securitie!

Trust preferred and corporate securi $ 52,89: $ 11€ $ (4,269 $ 48,74*
Obligations of states and political subdivisic 1,89( (16¢) 1,72
Non-bank qualified obligations of states and politisabdivisions 256,30¢ - (15,059 241,25(
Mortgage-backed securities 631,57( 2,42¢ (14,719 619,28:
Total debt securities $ 942,65! $ 2541 $ (34,199 $ 910,99!
Gross Gross
Amortized Unrealized Unrealized
September 30, 2012 Cosl Gains (Losses Fair Value

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 67,61F $ 1,39¢ $ (3,517 $ 65,49°
Asset backed securiti 40,82¢ 49¢ - 41,32¢
Agency securitie 39,26¢ 201 - 39,46"
Small Business Administration securit 19,93¢ - (25 19,91«
Obligations of states and political subdivisic 12,59: 56( - 13,15
Non-bank qualified obligations of states and politisabdivisions 254,78¢ 1,487 (3871) 255,89!
Mortgage-backed securities 667,87¢ 13,591 (31) 681,44.
Total debt securities $ 1,102,900 $ 17,74 $ (3959 $ 1,116,69.

Held to Maturity

Gross Gross
Amortized Unrealized Unrealized Estimated
June 30, 201: Cosl Gains (Losses Fair Value

(Dollars in Thousands
Debt securitie:

Agency securitie $ 10,00 $ - $ (280 $ 9,72¢
Obligations of states and political subdivisic 19,08¢ - (1,249 17,84«
Non-bank qualified obligations of states and politisabdivisions 179,27 - (12,36¢€) 166,91:
Mortgage-backed securities 79,43¢ - (3,439 76,00:
Total debt securities $ 287,80¢ $ - 3 (17,329 $ 270,48:
Gross Gross
Amortized Unrealized Unrealized Estimated
September 30, 201 Cosl Gains (Losses Fair Value

(Dollars in Thousands
Debt securitie:
Agency securitie $ - 8 - $ - $ -
Obligations of states and political subdivisic - - - -
Non-bank qualified obligations of states and politisabdivisions - - - -
Mortgage-backed securities - - - -

Total debt securities $ - $ - $ - $ -
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Included in securities available for sale are tpreferred securities as follows:

At June 30, 2013

Moody's
Amortized Unrealized ~S&P Credit  Credit
Issuer® Cost Fair Value (Loss) Rating Rating
(Dollars in Thousands)
Key Corp. Capital 498: $ 4,05C $ (939 BBB- Baa3
Huntington Capital Trust Il S 4,97¢ 3,95( (1,02%) BB+ Baa3
PNC Capital Trus 4,95¢ 4,10( (859) BBB Baa2
Wells Fargo (Corestates Capital) Trust 4,38 4,12¢ (262) A- A3
Total 19,30¢ $ 16,22 $ (3,080)
(1) Trust preferred securities are single-issuambere are no known deferrals, defaults or excelssrsdlination.
At September 30, 2012
Moody's
Amortized Unrealized ~S&P Credit  Credit
Issuer® Cost Fair Value (Loss) Rating Rating
(Dollars in Thousands)
Key Corp. Capital 498: $ 381Li $ (1,16€) BBB- Baa3
Huntington Capital Trust Il S 4,97¢ 3,54( (1,439 BB+ Baa3
PNC Capital Trust 4,95¢ 4,107 (849) BBB Baa2

Total

1491: $ 11,46¢ $ (3,449

(1) Trust preferred securities are single-issuambere are no known deferrals, defaults or excelssrsdlination.
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Gross unrealized losses and fair value, aggredsatadvestment category and length of time thatvittlial securities have been in continu
unrealized loss position at June 30, 2013 and 8dq®e 30, 2012, are as follows:

Available For Sale

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
June 30, 2013 Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie!
Trust preferred and corporate

securities $ 30,68: $ (1,44¢) $ 12,10 $ (2,817) $ 42,78: $ (4,267)
Obligations of states and political
subdivisions 1,722 (16€) - - 1,72z (16¢)
Non-bank qualified obligations of
states and political subdivisio 241,25( (15,059 - - 241,25( (15,059
Mortgage-backed securities 423,39! (14,719 - - 423,39! (14,719
Total debt securities $ 697,04 $ (31,38) $ 12,100 $ (2,817) $ 709,14¢ $ (34,199
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
September 30, 201 Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie:
Trust preferred and corporate

securities $ - % - % 14,39%¢ $ (3517) $ 14,39%¢ $ (3,51)

Small Business Administration

securities 19,91« (25) - - 19,91« (25)

Non-bank qualified obligations of

states and political subdivisio 55,56¢ (387) - - 55,56¢ (381)

Mortgage-backed securities 28,73: (31) - - 28,73 (32)
Total debt securities $ 104,21 $ (437 $ 14,39¢ $ (35617) $ 118,61( $ (3,954

Held to Maturity

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

(Dollars in Thousands
Debt securitie:

Agency securitie $ 9,72t % (280) $ - $ - $ 9,72t $ (280
Obligations of states and political
subdivisions 17,35« (1,244 - - 17,35« (1,244
Non-bank qualified obligations of
states and political subdivisio 166,91 (22,36¢€) - - 166,91: (22,36¢)
Mortgage-backed securities 76,00 (3,439 - - 76,00 (3,439
Total debt securities $ 269,99. $ (17,328 $ ) - 9 269,99. $ (17,329
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealized
September 30, 2012 Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands
Debt securitie!
Agency securitie $ - % - % - $ - $ - $ =
Obligations of states and political
subdivisions - - - - - -
Non-bank qualified obligations of
states and political subdivisio - - - - - -
Mortgage-backed securities - - - - - -

Total debt securities $ - $ - $ - $ - $ - $ -
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Management has implemented a process to identifyrisies that could potentially have a credit impeént that is other-thatemporary. Thi
process involves evaluating the length of time extént to which the fair value has been less tharatnortized cost basis, reviewing avail
information regarding the financial position of tissuer, monitoring the rating of the security gndjecting cash flows. Other factors, but
necessarily all, considered are: that the rislos$ lis minimized and easier to determine due tsitigdeissuer, rather than pooled, nature of
individual securities, the financial condition detissuer, and whether there have been any payieéstrals or defaults tdate. Such facto
are subject to change over time.

Management also determines if it is more likelyntmt the Company will be required to sell the siégubefore the recovery of its amortiz
cost basis which, in some cases, may extend torityatlio the extent we determine that a securitgéemed to be other-thaemporarily
impaired, an impairment loss is recognized in eaysui

For all securities that are considered temporanmilyaired, the Company does not intend to sell tisesarities and it is not more likely than
that the Company will be required to sell the siéguyefore recovery of its amortized cost basisjolwtmay occur at maturity. The Compi
believes that it will collect all principal and erest due on all investments that have amortizetl inoexcess of fair value that are consid
only temporarily impaired.

At June 30, 2013, the investment portfolio includedurities with current unrealized losses whichehexisted for longer than one year. Al
these securities are considered to be acceptaduét cisks. Because the declines in fair value wire to changes in market interest rates
other market factors, not in estimated cash flavespther-thartemporary impairment was recorded at June 30, 201&ddition, the Compal
has the intent and ability to hold these investnsecurities for a period of time sufficient to alidor an anticipated recovery.

Generally accepted accounting principles requiag, tht acquisition, an enterprise classify debtisges into one of three categories: avail:
for sale (AFS), held to maturity (HTM) or tradin§FS securities are carried at fair value on thesotidated statement of financial conditi
and unrealized holding gains and losses are extlirden earnings and recognized as a separate campaoih equity in accumulated otl
comprehensive income (“AOCI”"). HTM debt securit@® measured at amortized cost. Both AFS and HTéMsabject to review for other-
than-temporary impairment. Meta Financial has aditrg securities.

On May 6, 2013, the Company reclassified approxfye$284.3 million from the AFS to the HTM categofhe reclassification resulted in
recording of an unrealized gain of $2.1 million eihhas been segregated within AOCI and is beingtéead off through maturity.

NOTE 6. COMMITMENTS AND CONTINGENCIES

At June 30, 2013 and September 30, 2012, the Comipat outstanding commitments to originate and lmse loans and unused line:
credit totaling $133.8 million and $56.4 milliorespectively. It is expected that outstanding loammitments will be funded with existi
liquid assets. At June 30, 2013, the Company hadccttimmitments to purchase securities held to nigttofaling $4.7 million.

Legal Proceedings

The Bank was served on April 15, 2013, with a latveaptionedinter National Bank v. NetSpend Corporation, MetaBank, BDO USA, LLP
d/b/a BDO Seidman , Cause No. C-2084-12- filed in the District CooftHidalgo County, Texas. The PlaintgfSecond Amended Origi
Petition and Application for Temporary Restraini®gder and Temporary Injunction adds both MetaBamt BDO Seidman to the origir
causes of action against NetSpend. NetSpend aetpeepaid card program manager and processoofarlNB and MetaBank. According
the Petition, NetSpend has informed Inter Natiddahk (“INB”) that the depository accounts at INB for the NetSpprogram supposec
contained $10.5 million less than they should. INBeges that NetSpend has breached its fiduciay diy making affirmativ
misrepresentations to INB about the safety andilgjabf the program, and by failing to timely disse the nature and extent of any alle
shortfall in settlement of funds related to cardieolactivity and the nature and extent of NetSpesgstemic deficiencies in its accounting
settlement processing procedures. To the extehtathaccounting reveals that there is an actuatfslipINB alleges that MetaBank may
liable for portions or all of said sum due to tletfthat funds have been transferred from INB tddBank, and thus MetaBank would h
been unjustly enriched. The Bank intends to vigslpaontest this matter. An estimate of a rangeeatonably possible loss cannot be ma
this stage of the litigation because discoveryiist®ing conducted.
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The Bank utilizes various third parties for, amasther things, its processing needs, both with retspe standard Bank operations and
respect to its MPS division. MPS was notified inriA@008 by one of the processors that the proetssmmputer system had been breac
which led to the unauthorized load and spendingfumids from Bankissued cards. The Bank believes the amount in ipmesd be
approximately $2.0 million. The processor and paogmmanager both have agreements with the Banldaninify it for any losses as a re:
of such unauthorized activity, and the matter ftected as such in its financial statements. ThekBmade demand for payment and file
demand for arbitration to recover the unauthoriediing and spending amounts and certain damagesBank has settled its claim with
program manager, and has received an arbitrati@mcaagainst the processor. That arbitration awas @ntered as a judgment in the Sta
South Dakota, which judgment was then transfereti¢ State of Florida for garnishment proceedaggnst the processor and its insurer.
Company recently settled the garnishment proceediith the processor’s insurer, and this matteois closed.

Soneet R. Kapila, as Chapter 11 Trustee for Louis J. Pearlman, Louis J. Pearlman Enterprises, Inc., and Transcontinental Aviation, Inc. v. First
International Bank & Trusgt, et al, Adv. No.: 6-09-ap-00106-KSJ, filed in the United States Bankruptcy Court for taldle District of Florida
Orlando Division on March 20, 2009. This is a cagbaction brought by the abowaptioned Trustee to avoid and recover allegedifrizmn
transfers related to loans made by First Internati®ank & Trust to the Debtors. First InternatibBank & Trust sold participations in t
loans to multiple banks, including MetaBank. Theiat is brought by the Trustee pursuant to Banlayfections 544, 548, 550 of
Bankruptcy Code, as well as the Florida Uniformugiadent Transfer Act, Chapter 726 of Florida SegufThe Company recently settled
matter with the Trustee, which settlement is peg@ipproval of the court.

Certain corporate clients of an unrelated compaayed Springbok Services, Inc. (“Springbok&guested through counsel a mediation
means of reaching a settlement in lieu of commentitigation against MetaBank. The results of thegdiation have not led to a settlem
These claimants purchased MetaBank prepaid rewardis drom Springbok, prior to Springbok’s bankryptés a result of Springbog’
bankruptcy and cessation of business, some ofetlvards cards which had been purchased were netiesitad or funded. Counsel for th
companies have indicated that they are preparedissert claims totaling approximately $1.5 milliogaest MetaBank based
principal/agency or failure to supervise theorieise Company denies liability with respect to thelséms. The Compang’estimate of a ran
of reasonably possible loss is approximately $8a@ million.

See Note 12 to the Condensed Consolidated FinaStaééments for a discussion of the settlementT® ©nforcement matters and gainc
compliance matters.

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

NOTE 7. STOCK OPTION PLAN

The Company maintains the 2002 Omnibus Incentiaa,Rhich, among other things, provides for theraing of stock options and nonves
(restricted) shares to certain officers and dinectd the Company. Awards are granted by the S@mtion Committee of the Board of Direct
based on the performance of the award recipientther relevant factors.
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Compensation expense for share based awards islegcover the vesting period at the fair valuehef award at the time of grant. The exer
price of options or fair value of nonvested shayesited under the Compansyincentive plans is equal to the fair market vaitithe underlyin
stock at the grant date. The Company assumes fecfed forfeitures on its stock based compensasimee actual historical forfeiture rates
its stock based incentive awards has been negigibl

A summary of option activity for the nine monthsled June 30, 2013 is presented below:

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

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

Options outstanding, September 3!

2012 389,35¢ $ 23.52 5.0¢ $ 1,19¢
Grantec - -
Exercisec (23,627 14.8¢
Forfeited or expired (5,319 35.0¢
Options outstanding, June 30, 201 360,42( $ 23.92 43C $ 1,524
Options exercisable, June 30, 201. 357,67( $ 23.8¢ 428 $ 1,524

A summary of nonvested share activity for the mimanths ended June 30, 2013 is presented below:

Weighted Average
Fair Value at
Number of Shares Grant

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

Nonvested shares outstandi

September 30, 201 - $ =
Grantec 8,90( 24.2(
Vested (4,900 23.0(
Forfeited or expired - -
Nonvested shares outstanding, J

30, 2013 4,00C $ 25.67

At June 30, 2013, stock based compensation expatsget recognized in income total®®6,000 which is expected to be recognized o
weighted average remaining period of 1.16 years.

NOTE 8. SEGMENT INFORMATION

An operating segment is generally defined as a oot of a business for which discrete financiédrimation is available and whose res
are reviewed by the chief operating decisioaker. Operating segments are aggregated intotadg@isegments if certain criteria are met.
Company has determined that it has two reportaienents. The first reportable segment, Retail Bapka division of the Bank, operates
traditional community bank providing deposit, lcamd other related products to individuals and sitmadinesses, primarily in the communi
where its offices are located. The second repatakgigment, MPS, a division of the Bank, providesdpcts and services to finant
institutions and other businesses. These produatssarvices include issuance of prepaid debit ¢capsnsorship of ATMs into the de
networks, credit programs, ACH origination servjcgit card programs, rebate programs, travel @ogr and tax related programs. O
programs are in the process of development. Thairéng grouping under the caption “All Othersnsists of the operations of the Comg.
and intersegment eliminations. Transactions between affiathe resulting revenues of which are shownaeriritersegment revenue categ
are conducted at market prices, meaning pricesvtbatd be paid if the companies were not affiliat€be following tables present segm
data for the Company for the three and nine moatited June 30, 2013 and 2012, respectively.
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Meta
Retalil Payment
Banking Systems® All Others Total

Three Months Ended June 30, 201

Interest incomt $ 6,112 $ 3,71 $ - $ 9,82¢

Interest expense 521 30 11E 66€

Net interest income (expens 5,591 3,68: (11%) 9,15¢

Provision (recovery) for loan loss - - - -

Non-interest incomt 1,26: 12,29' = 13,55¢

Non-interest expense 4,41°F 13,35¢ 25( 18,02
Income (loss) before income tax expense (ber 2,43¢ 2,621 (365) 4,69¢

Income tax expense (benefit) 51¢ 63€ (139 1,022
Net income (loss $ 1,91¢ $ 1,98t $ (232) $ 3,67-
Inter-segment revenue (expen: $ 2,981 (2,987 $ - $ S
Total asset 340,51 1,316,78 2,63t 1,659,93
Total deposit: 236,72: 1,179,85! (703 1,415,87

Meta
Retalil Payment
Banking Systems® All Others Total

Nine Months Ended June 30, 201

Interest incomt $ 18,13( $ 11,04 $ - $ 29,17

Interest expense 1,86( 98 354 2,31:

Net interest income (expens 16,27( 10,94¢ (359 26,86

Provision (recovery) for loan loss (300 - - (300

Nonr-interest incom: 4,36: 37,70 - 42,06«

Non-interest expense 14,78 41,11¢ 787 56,68’
Income (loss) before income tax expense (ber 6,15( 7,52¢ (1,24) 12,53¢

Income tax expense (benefit) 1,365 1,64¢ (422) 2,59/
Net income (loss $ 4,78: $ 588( $ (719) $ 9,94«
Inter-segment revenue (expen: $ 8,89¢ $ (8,899 $ - $ =
Total asset 340,51 1,316,78i 2,63t 1,659,93
Total deposit: 236,72 1,179,85! (709 1,415,87
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Meta
Retalil Payment
Banking Systems® All Others Total

Three Months Ended June 30, 201

Interest incomt $ 5981 $ 3,16¢ $ - $ 9,14¢

Interest expense 67( 64 128 857

Net interest income (expens 5,311 3,104 (129 8,29:

Provision (recovery) for loan loss 15C - - 15C

Non-interest incomt 1,52¢ 12,17: 8 13,70¢

Non-interest expense 4,87¢ 13,20¢ (15) 18,07:
Income (loss) before te 1,80¢ 2,06¢ (200 3,771

Income tax expense (benefit) 642 792 (44) 1,39(
Net income (loss $ 1,167 $ 127¢ $ (56) $ 2,38
Inter-segment revenue (expen: $ 2,84¢ $ (2,84¢) $ - $ =
Total asset 321,72 1,205,01i 1,93¢ 1,528,68:
Total deposit: 212,71: 1,139,22! (1,409 1,350,53!

Meta
Retalil Payment
Banking Systems® All Others Total

Nine Months Ended June 30, 201

Interest incomt $ 19,62¢ $ 9,432 $ - $ 29,06

Interest expense 2,21¢ 14E 35¢ 2,722

Net interest income (expens 17,41 9,28¢ (359 26,34:

Provision (recovery) for loan loss 1,05(C (@D} - 1,04¢

Nonr-interest incom: 14,477 41,66 25 56,16¢

Non-interest expense 15,03: 41,91: 133 57,07t
Income (loss) before te 15,80 9,04¢ (467) 24,38¢

Income tax expense (benefit) 5,79¢ 3,33( (190 8,93¢
Net income (loss $ 10,00¢ $ 571¢ $ 277 $ 15,44¢
Inter-segment revenue (expen: $ 8,83t $ (8,835) $ - $ =
Total asset 321,72 1,205,01i 1,93¢ 1,528,68:
Total deposit: 212,718 1,139,22! (1,409 1,350,53!
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The following tables present gross profit dataNt?S for the three and nine months ended June 33 a6d 2012.

Three Months Ended June 30 201z 2012
Interest incom: $ 3,71: % 3,16¢
Interest expense 30 64
Net interest incom 3,68: 3,10¢
Provision (recovery) for loan loss - -
Nor-interest incoms 12,29; 12,17:

Card processing expense 3,47 3,66¢
Gross Profit 12,50¢ 11,61’
Other non-interest expense 9,88 9,54:

Income (loss) before income tax expense (ber 2,621 2,06¢
Income tax expense (benefit) 63€ 792

Net Income (Loss $ 1,98 $ 1,27¢

Nine Months Ended June 30 201: 201z
Interest incom $ 11,04 $ 9,43¢
Interest expense 98 14E
Net interest incom 10,94¢ 9,28¢
Provision (recovery) for loan loss - @
Nonr-interest incom 37,70: 41,66

Card processing expense 12,11¢ 13,92¢
Gross Profit 36,53: 37,02¢
Other non-interest expense 29,00t 27,98

Income (loss) before income tax expense (ber 7,52¢ 9,04¢
Income tax expense 1,64¢ 3,33(

Net Income $ 588 $ 5,71¢

NOTE 9. NEW ACCOUNTING PRONOUNCEMENTS

Accounting Standards Update No. 2011-04Fair Value Measurement (Topic 820): Amendments to Achieve Common Fair Value
Measurement and Disclosure Requirementsin U.S. GAAP and |FRS

This Accounting Standards Update (ASU) was issumtcurrently with IFRS 13Fair Value Measurements , to provide largely identic
guidance about fair value measurement and dis@amquirements. The new standards do not extendsthef fair value but, rather, prov
guidance about how fair value should be appliedre/fitealready is required or permitted under IFRRE. GAAP. For U.S. GAAP, most
the changes are clarifications of existing guidamceording changes to align with IFRS 13.

28




Table of Contents

A public entity was required to apply this ASU goestively for interim and annual periods beginnafger December 15, 2011. In the perio
adoption, a reporting entity was required to disela change, if any, in valuation technique aratedlinputs that result from applying the 2
and to quantify the total effect, if practicablédneTCompany adopted this ASU in the second quaftisaal year 2012 and the adoption did
have a material effect on the Company’s consoliifitencial condition, results of operations orlcélsw.

Accounting Standards Update No. 2011-0%;omprehensive | ncome (Topic 220): Presentation of Comprehensive | ncome

This ASU provides an entity with the option to mesthe total comprehensive income, the compor&tet income and the component
other comprehensive income either in a single oootis statement of comprehensive income or in gpausmte but consecutive statement
December 2011, FASB issued ASU 2011-D2ferral of the Effective Date for Amendments to the Presentation of Reclassifications of Items
Out of Accumulated Other Comprehensive Income in Accounting Standards Update No. 2011-05 . ASU 2011412 temporarily defers the effect
date of the requirement in ASU 200%-to present separate line items on the incontemstt for reclassification adjustments of items af
accumulated other comprehensive income into nemniec The guidance in ASU 2011-05, as amended by 281112, is effective for fisci
years, and the interim periods within those yebeglinning after December 15, 2011. The Company tadajhis update in the first quartel
fiscal 2013 and the adoption did not have a mdteffact on the Compang’consolidated financial condition, results of @pens or cash flow

Accounting Standards Update No. 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts Reclassified Out of Accumulated
Other Comprehensive | ncome

This ASU requires an entity to provide informatiabout the amounts reclassified out of accumulatderocomprehensive income
component. In addition, an entity is required tegemt, either on the face of the statement wherénneme is presented or in the nc
significant amounts reclassified out of accumuladéiter comprehensive income by the respective itemas of net income but only if t
amount reclassified is required under U.S. GAABdaeclassified to net income in its entirety ia #ame reporting period. For other ama
that are not required under U.S. GAAP to be redladsin their entirety to net income, an entity nsquired to crosseference to oth
disclosures. The ASU does not change current rexpaints for reporting net income or other comprefienscome. This ASU is effecti
prospectively for fiscal years beginning after Daber 15, 2012 and is not expected to affect the gamyl's consolidated financial stateme
results of operations or cash flows.

NOTE 10. FAIR VALUE MEASUREMENTS

ASC 820,Fair Value Measurements defines fair value, establishes a framework for sneag the fair value of assets and liabilitiesngsié
hierarchy system and requires disclosures abouvétie measurement. It clarifies that fair valsehe price that would be received to se
asset or paid to transfer a liability in an orddrbnsaction between market participants in theketan which the reporting entity transacts.

The fair value hierarchy is as follows:

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

Level 2 Inputs- Valuation is based upon quoted prices for simitatriiments in active markets, quoted prices fontidal ol
similar instruments in markets that are not actimarkets and modddased valuation techniques for which signifii
assumptions are observable in the market.

Level 3 Inputs- Valuation is generated from modssed techniques that use significant assumptionshbservable in tt
market and are used only to the extent that obbEniaputs are not available. These unobservatdenagtions reflect tf
Companys own estimates of assumptions that market paatitgpwould use in pricing the asset or liabilityalvatior
techniques include use of option pricing models¢aunted cash flow models and similar techniques.
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A description of the valuation methodologies used ihstruments measured at fair value, as well hees general classification of st
instruments pursuant to the valuation hierarchgeisforth below.

Securities Available for Sale . Securities available for sale are recorded atvigiue on a recurring basis. Fair value measurémdrased upc
quoted prices, if available. If quoted prices ao¢ available, fair values are measured using aegaddent pricing service. Level 1 secur
include those traded on an active exchange, sutheallew York Stock Exchange, as well as U.S. Tigaand other U.S. government i
agency securities that are traded by dealers &ebsan active over-theeunter markets. The Company had no Level 1 or IL&&ecurities
June 30, 2013 or September 30, 2012. Level 2 sm=uinclude agency mortgadpacked securities, asset backed securities, calkdpgnc
securities, municipal bonds and corporate debtrieesi

The fair values of securities available for sake @etermined by obtaining quoted prices on natipmatognized securities exchanges (Le\
inputs), or matrix pricing, which is a mathematite¢hnique widely used in the industry to valuetdseurities without relying exclusively
quoted prices for the specific securities, but eathy relying on the securitieselationship to other benchmark quoted securities/él 2
inputs). The Company obtains, reviews and comptresvaluations and methodologies from two thirdtyaroviders. These third pa
providers utilize several sources for valuing fixiedome securities. Sources utilized by the thirdypprovider include pricing models that v
based by asset class and include available tradeabd other market information. This methodolaggludes broker quotes, propriet
models, descriptive terms and conditions databasesgll as extensive quality control programs.

The following table summarizes the assets of then@my for which fair values are determined on aiméeg basis at June 30, 2013
September 30, 2012.

Fair Value at June 30, 2013
Available For Sale

(Dollars in Thousands) Total Level 1 Level 2 Level 3
Debt securitie:
Trust preferred and corporate securi $ 48,74 $ - $ 48,74+ $ =
Obligations of states and political subdivisic 1,722 - 1,72z -
Non-bank qualified obligations of states and politisabdivisions 241,25( - 241,25( -
Mortgage-backed securities 619,28: - 619,28: -
Securities available for sale $ 910,99t $ - $ 910,99¢ $ =

Fair Value at September 30, 201
Available For Sale

(Dollars in Thousands) Total Level 1 Level 2 Level 3

Debt securitie:
Trust preferred and corporate securi $ 65,497 $ - $ 65,497 $ =
Asset backed securitis 41,32« - 41,32¢ -
Agency securitie 39,46 - 39,46 -
Small Business Administration securit 19,91 - 19,91 -
Obligations of states and political subdivisic 13,15 - 13,15 -
Non-bank qualified obligations of states and politisabdivisions 255,89! - 255,89! -
Mortgage-backed securities 681,44. - 681,44. -

Securities available for sale $ 1,116,69. $ - $ 111669 $ -
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Foreclosed Real Estate and Repossessed Assets . Real estate properties and repossessed assétgially recorded at the fair value less sel
costs at the date of foreclosure, establishingva ctest basis. Subsequent to initial recognitioe, ¢arrying amount represents the lower o
new cost basis or the fair value less selling costs

Loans . The Company does not record loans at fair valueaagecurring basis. However, if a loan is congdeimpaired, an allowance
established when the discounted cash flows (oatthl value or observable market price) of theaimgal loan is lower than the carrying ve
of that loan in accordance with ASC 3Receivables . Allowance for loan losses that are based on alrevalue of the collateral result in
impaired loan being measured at fair value on areonrring basis.

The following table summarizes the assets of thm@my for which fair values are determined on a-remurring basis at June 30, 2013
September 30, 2012.

Fair Value at June 30, 201:

(Dollars in Thousands) Total Level 1 Level 2 Level 3
Impaired Loans, ne
One to four family residential mortgage loz $ 257 $ - 8 - $ 257
Commercial and multi-family real estate loans 1,82¢ - - 1,82¢
Total Impaired Loan 2,081 - - 2,081
Foreclosed Assets, net 45 - - 45
Total $ 2,12¢ $ - 8 - $ 2,12¢

Fair Value at September 30, 201

(Dollars in Thousands) Total Level 1 Level 2 Level 3
Impaired Loans, ne
One to four family residential mortgage loz $ 33 $ - 8 - $ 33¢
Commercial and mu-family real estate loar 8,46¢ - - 8,46¢
Consumer loan 1 - - 1
Commercial operating loans 16 - - 16
Total Impaired Loan 8,82% - - 8,82:
Foreclosed Assets, net 83¢ - - 83¢
Total $ 9,66( $ - 8 - $ 9,66(

Quantitative Information About Level 3 Fair Value M easurements

Fair Value at
(Dollars in Thousands) June 30, 2013 Valuation Technique Unobservable Input
Impaired Loans, ne $ 2,081 Market approacl Appraised value®
Foreclosed Assets, n 45 Market approacl Appraised value®

(1) The Company generally relies on external appraisedevelop this information. Management reducex appraised value by estime
selling costs in a range of 4% to 10
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The following table discloses the Company’s esteddir value amounts of its financial instrumeritds managemenrd’ belief that the fa
values presented below are reasonable based maltlsion techniques and data available to the Goyp@t June 30, 2013 and Septembe
2012, as more fully described below. The operatimiithe Company are managed from a going concesis laamd not a liquidation basis. A
result, the ultimate value realized for the finahdhstruments presented could be substantialfigrdift when actually recognized over t
through the normal course of operations. Additipnad substantial portion of the Company’s inherealfue is the Bank' capitalization ar

franchise value. Neither of these components haea lgiven consideration in the presentation ofvaiues below.

The following presents the carrying amount andneegtied fair value of the financial instruments hieldthe Company at June 30, 2013
September 30, 2012. The information presenteddgstito change over time based on a variety dbfac

Financial assets

Cash and cash equivalel

Securities available for sa

Securities held to maturit

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

Total loans receivabl

FHLB stock
Accrued interest receivab

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

Advances from FHLE

Federal funds purchas

Securities sold under agreements to repurc
Subordinated debentur

Accrued interest payab

June 30, 201:

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

$ 26,49¢ $ 26,49¢ $ 26,49¢ $ > >
910,99¢ 910,99¢ - 910,99¢ -
287,81( 270,48: - 270,48: -
76,16: 70,07+ - - 70,07+
161,97( 169,30: - - 169,30:.
28,567 29,881 - - 29,88’
30,76 31,27t - - 31,27¢
15,81¢ 14,92¢ - - 14,92¢
29,94 31,55¢ - - 31,55¢
343,22: 347,02 - - 347,02
5,31¢ 5,31¢ - 5,31¢ -
8,78¢ 8,78¢ 8,78¢ - -
1,198,41 1,198,41 1,198,41 - -
100,46! 100,46! 100,46! - -
117,00: 117,61 - 117,61 -
1,415,87 1,416,49. 1,298,87 117,61 -
7,00( 9,26: - 9,26: -

65,00( 65,00( 65,00(
13,12¢ 13,12¢ - 13,12¢ -
10,31( 10,31« - 10,31« -
274 274 274 - -
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September 30, 201,
Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3

(Dollars in Thousands

Financial assets

Cash and cash equivalel $ 145,05. $ 145,05. $ 145,05. $ - $ =
Securities available for sa 1,116,609 1,116,609 - 1,116,69: -
Loans receivable
One to four family residential mortgage lo¢ 49,13« 49,93¢ - - 49,93¢
Commercial and mu-family real estate loar 191,90! 194,78: - - 194,78:
Agricultural real estate loat 19,86: 21,03 - - 21,03
Consumer loan 32,83¢ 33,48¢ - - 33,48¢
Commercial operating loal 16,45: 15,39¢ - - 15,39¢
Agricultural operating loans 20,98 22,71« - - 22,71«
Total loans receivabl 331,17: 337,34¢ - - 337,34
FHLB stock 2,12( 2,12( - 2,12( -
Accrued interest receivab 6,71( 6,71( 6,71( - -
Financial liabilities
Noninterest bearing demand depo 1,181,29 1,181,29 1,181,29 - -
Interest bearing demand deposits, savings, andync
markets 97,73 97,73: 97,73: - -
Certificates of deposit 100,76. 101,70: - 101,70: -
Total deposit: 1,379,79. 1,380,73; 1,279,03 101,70: -
Advances from FHLE 11,00( 13,99¢ - 13,99¢ -
Securities sold under agreements to repurc 26,40( 26,40( - 26,40( -
Subordinated debentur 10,31( 10,31¢ - 10,31¢ -
Accrued interest payab 177 177 177 - -

The following sets forth the methods and assumptissed in determining the fair value estimatestier Companys financial instruments
June 30, 2013 and September 30, 2012.

CASH AND CASH EQUIVALENTS
The carrying amount of cash and short-term investmis assumed to approximate the fair value.

SECURITIES AVAILABLE FOR SALE AND HELD TO MATURITY

Securities available for sale are recorded atvaline on a recurring basis. Securities held to ntgtare recorded at their amortized cost b
Fair values for investment securities are baseabdaining quoted prices on nationally recognizezlisées exchanges, or matrix pricing, wt
is a mathematical technique widely used in the stiguto value debt securities without relying exthely on quoted prices for the spec
securities, but rather by relying on the securitieltionship to other benchmark quoted securities

LOANS RECEIVABLE

The fair value of loans is estimated using an ecggrice concept. The fair value of loans wasrested by discounting the future cash fli
using the current rates at which similar loans wdé made to borrowers with similar credit ratiagsl for similar remaining maturities. Wt
using the discounting method to determine fair @aliwans were gathered by homogeneous groups wiiltas terms and conditions a
discounted at a target rate at which similar loansild be made to borrowers at June 30, 2013 anteSdyer 30, 2012. In addition, wt
computing the estimated fair value for all loarilgjveances for loan losses have been subtracted finencalculated fair value for considera
of credit quality which approximates fair value @stiments for credit quality considerations.
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Loans held for sale are carried at the lower of cogair market value. The carrying value of thésens approximate fair market value as
are generally sold at par within days of their mrégion. At June 30, 2013 and September 30, 2042ttvere no loans held for sale.

FEDERAL HOME LOAN BANK (THE “FHLB”) STOCK
The fair value of such stock is assumed to appratérbook value since the Company is only abledeem this stock at par value.

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

DEPOSITS

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

In accordance with ASC 825, Financial Instruments,value has been assigned to the Company’s tenmg-relationships with its depc
customers (core value of deposits intangible) sggsh intangible is not a financial instrument efreed under ASC 825.

ADVANCES FROM FHLB
The fair value of such advances was estimated $godnting the expected future cash flows usingeturrinterest rates at June 30, 2013
September 30, 2012 for advances with similar texntsremaining maturities.

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

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES

The carrying amount of securities sold under age#mto repurchase is assumed to approximate daiev The fair value of subordina
debentures was estimated by discounting the exgbéatare cash flows using derived interest ratggr@gdmating market as of June 30, 2
and September 30, 2012 over the contractual matfrguch borrowings.

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

LIMITATIONS

It must be noted that fair value estimates are matda specific point in time, based on relevant keinformation about the financ
instrument. Additionally, fair value estimates drased on existing on- and df&lance sheet financial instruments without attémgptc
estimate the value of anticipated future businesstomer relationships and the value of assetdiabitities that are not considered finan
instruments. These estimates do not reflect anyipira or discount that could result from offering t@ompanys entire holdings of a particu
financial instrument for sale at one time. Furthere) since no market exists for certain of the Canys financial instruments, fair val
estimates may be based on judgments regardingefetxpected loss experience, current economic gonslijtrisk characteristics of varic
financial instruments and other factors. Thesaredtis are subjective in nature and involve uncgita and matters of significant judgm
and therefore cannot be determined with a highl leverecision. Changes in assumptions as welbastnsiderations could significantly aff
the estimates. Accordingly, based on the limitegialescribed above, the aggregate fair value estimaite not intended to represent
underlying value of the Company, on either a gaiagcern or a liquidation basis.
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NOTE 11. INTANGIBLE ASSETS

The changes in the carrying amount of the Companjésgible assets for the nine months ended JOn2@.3 and 2012 are as follows:

Meta Meta
Payment Payment
Systems® Systems®
Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 2,02¢ $ 9 3 2,03t
Patent costs capitalized during the pel 344 - 344
Amortization during the perio (33 (©) (42
Balance as of June 30, 2013 $ 2331 $ - % 2,331
Meta Meta
Payment Payment
Systems® Systems®
Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 1,31t $ - % 1,31¢
Patent costs capitalized during the pel 733 27 76C
Amortization during the perio (12) (12) (22
Write-offs during the perior 4 - (4)
Balance as of June 30, 2012 $ 2,03t $ 16 $ 2,04¢

At June 30, 2013, the Company had 32 patents waretamortizing.

The Company tests intangible assets for impairmatigast annually or more often if conditions irde&a possible impairment. There wa:
impairment to intangible assets during the nine tim®ended June 30, 2013 and 2012.

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

As previously disclosed in our Annual Report onrRdrOK, on July 15, 2011, the Company and the Bank etipilated and consented t
Cease and Desist Order (the “Consent Orders”) isbyethe Office of Thrift Supervision (the “OTS"gince the issuance of the supervi
directives and the Consent Orders, the Companytla@®ank have been continuing to cooperate withQR&, and, as of July 21, 2011,
successors, the Federal Reserve and the OCC raxttiose aspects of its operations that wereeaddd in the Consent Orders. Satisfactit
the requirements of the Consent Orders is subjetitd ongoing review and supervision of the OCChwéspect to the Bank and the Fec
Reserve with respect to the Company. The Bank amdCompany have and expect to continue to expgmifisant management and finan:
resources to address areas that were cited indhsedt Orders.
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There can be no assurance that our regulatorsultithately determine that we have met all of thguieements of the Consent Orders to |
satisfaction. If our regulators believe that wedaot made sufficient progress in complying with @onsent Orders, they could seek to im
additional regulatory requirements, operationatrigtons, enhanced supervision and/or civil mompanalties. If any of these measure
imposed in the future, it could have a materialeade effect on our financial condition and resolt®operations and on our ability to re
additional capital.

NOTE 13. SUBSEQUENT EVENTS

Management has evaluated subsequent events. Tleeeenw material subsequent events that would reqetognition or disclosure in ¢
consolidated financial statements as of and fogtreter ended June 30, 2013.
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Item 2. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior

META FINANCIAL GROUP, INC®.
AND SUBSIDIARIES

FORWARD LOOKING STATEMENTS

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

You can identify forward-looking statements by wersuch as “may,” “hope,” “will,” “should,” “expect,“plan,” “anticipate,” “intend,”
“believe,” “estimate,” “predict,” “potential,” “cotinue,” “could,” “future” or the negative of those terms or other wordsmflar meaning. Yo
should read statements that contain these wordsfullgr because they discuss our future expectationstate other “forward-looking”
information. These forward-looking statements idelstatements with respect to the Compsigliefs, expectations, estimates, and inter
that are subject to significant risks and unceti@sn and are subject to change based on variatsréa some of which are beyond
Companys control. Such statements address, among other$oltowing subjects: future operating resultsstomer retention; loan and ot
product demand; important components of the Comgabglance sheet and income statements; growth xqmehgion; new products a
services, such as those offered by the Bank or Natgment Systems® (“MPS”p division of the Bank; credit quality and adequad
reserves; technology; and the Company’s employies following factors, among others, could caugeGompanys financial performance
differ materially from the expectations, estimai@sg intentions expressed in such forwimaking statements: the strength of the Unitedeg
economy in general and the strength of the locahemies in which the Company conducts operatidms;effects of, and changes in, tr:
monetary, and fiscal policies and laws, includingeiest rate policies of the Board of Governorshef Federal Reserve System (tiredere
Reserve)as well as efforts of the United States Treasumgoimunction with bank regulatory agencies to stataithe economy and protect
financial system; inflation, interest rate, markand monetary fluctuations; the timely developmehtind acceptance of new products
services offered by the Company as well as riskdyding reputational and litigation) attendantréie and the perceived overall value of tl
products and services by usefe risks of dealing with or utilizing third parsiethe scope of restrictions and compliance requéregs impose
by the supervisory directives and/or the Consemte®r entered into by the Company and the Bank tlighOffice of Thrift Supervision (il
functions of which were transferred to the Offidettoe Comptroller of the Currency (“OCC3nd the Federal Reserve) and any other
regulatory actions which may be initiated; the ictpaf changes in financial servicdaws and regulations, including but not limitedcor
relationship with our regulators, the OCC and tlesldfal Reserve; technological changes, including,not limited to, the protection
electronic files or databases; acquisitions; lifiya risk in general, including, but not limited, tthose risks involving the MPS division;
growth of the Compang’ business, as well as expenses related theretngeh in consumer spending and saving habits;hensuccess of t
Company at managing and collecting assets of barein default.

The foregoing list of factors is not exclusive. Atitthal discussions of factors affecting the Comparbusiness and prospects are contain
the Company’s periodic filings with the SEC. Then@mny expressly disclaims any intent or obligattonupdate any forwartboking
statement, whether written or oral, that may beerfanim time to time by or on behalf of the Companyts subsidiaries.
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GENERAL

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

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

The following discussion focuses on the consoliddbeancial condition of the Company and its sulagids, at June 30, 2013, compare
September 30, 2012, and the consolidated resultp@fations for the three and nine months ended 30n2013 and 2012. This discus:
should be read in conjunction with the Companyssadidated financial statements, and notes thefetehe year ended September 30, 2012.

CORPORATE DEVELOPMENTS AND OVERVIEW

MPS 2013 fiscal third quarter net income was $2illan compared to net income of $1.3 million iretR012 third quarter. This increase
primarily the result of an increase in interestoime of $0.5 million and, to a lesser extent, amgase in nonrterest income and a decreas
income tax expense, offset in part by an increasgohinterest expense. The average internal net intgrelst MPS received for its depos
was 1.25% in the 2013 fiscal third quarter and %18 the comparable 2012 period.

Retail Bank fiscal 2013 third quarter net incomes\$4.9 million compared to net income of $1.2 rorlin the 2012 third quarter. The incre
was primarily attributable to a decrease in muerest expense of $0.5 million, and, to a lessdent, an increase in interest income
decreases in interest expense and income tax expefiset in part by a decrease in rinterest income. Retail Bank checking balai
continued to grow from $60.8 million at June 3012@0 $62.3 million, or 2.53%, at June 30, 2013.

The Companys tangible book value per common share decreas&8.62, or 13.7%, from $26.42 at September 30, 20%22.80 per share
June 30, 2013 primarily due to losses in securigsed by market conditions.

At June 30, 2013, Non-Performing Assets decreagekl ¥ million to $0.9 million compared to $2.6 hah at September 30, 2012.

We filed a shelf registration statement on Form kg “Shelf Registration”which became effective with the Securities and BExch
Commission in June 2013. We expect to use the Hegfstration to issue public equity or debt cdgitam time to time in the future. Pursu
to the Shelf Registration statement, we may isswuksall publicly debt securities, common stockfgmed stock, depositary shares, warr
and units, or any combination of such securitiesnftime to time in one or more offerings, up toagyregate amount of $40 million.

We utilized the Shelf Registration for an “at tharket offering” (*“ATM Offering”) which may be utilized by us from time to time tdl sg tc
$20 million of shares of our common stock. We comasel sales of common stock under the ATM Offerimgune 2013 and we issuec
aggregate of 10,656 shares of common stock through\TM Offering during the quarter ended June 3W.3. We utilized Sandler Qkill +
Partners, L.P., as our agent for the program. Fages were issued in June 2013 at an average @fri§26.86 per share, and we rai
proceeds, net of direct selling costs, of $278,008e proceeds of the ATM Offering, all of which dfies as Tier 1 capital for regulatc
purposes (and also qualifies as common equity Teapital under the recently finalized DoBtank and Basel Il capital regulation), has t
added to our general corporate funds and bolstarsegulatory capital ratios. In addition, subsedue June 30, 2013, we issued an additi
496,698 shares of common stock through our ATM @fte Those shares were issued at an averageqir®®7.58 per share of common st
and we raised additional proceeds, net of dirdtihngecosts, of $13.3 million. We are not currensiglling shares through our ATM Offeril
although we may resume doing so in the future.r€h@aining sales we have available under the ATM@1§ is $6.0 million.
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MPS is developing a number of new products foraligear 2014 which includes credit, income tax, prepaid deposit products.
FINANCIAL CONDITION

At June 30, 2013, the Companyassets grew by $11.0 million, or 0.7%, to $1llfobi compared to $1.6 billion at September 30, 20The
increase in assets was reflected primarily in iases in the Company’s mortgalgaeked and investment securities and, to a lessente ir
increases in the Company’s bank-owned life insurafiBOLI") and net loans receivable, offset in part by a de@ein cash and ce
equivalents.

Total cash and cash equivalents were $26.5 miiiodune 30, 2013, a decrease of $118.6 million fdd6.1 million at September 30, 2C
The decline primarily was the result of the Companyvesting its excess liquidity in mortgagacked and investment securities.

Company maintains its cash equivalent investmantsiterestbearing overnight deposits with the FHLB and theldfal Reserve Bank
Chicago (“FRBank”) Federal funds sold deposits may be maintained th#ghFHLB. At June 30, 2013, the Company did notehany feder:
funds sold.

The total of mortgagéacked securities and investment securities inece&82.1 million, or 7.4%, to $1.2 billion at Ju8@, 2013 as compar
to September 30, 2012, as purchases exceedednmargsimaturities, sales, and principal paydowns. Thenpanys portfolio of securitie
consists primarily of mortgage-backed securitie8 @)1 which have relatively short expected lives andbank qualified obligations of sta
and political subdivisions (NBQ) which mature inpapximately 15 years or less. Of the total of $88@illion of mortgagebacked securitie
$619.3 million are classified as available for saad $79.4 million are classified as held to matuiOf the total of $500.1 million
investment securities, $291.7 million are clasdifées available for sale and $208.4 million aregifeesl as held to maturity. During the n
month period ended June 30, 2013, the Company asech$223.4 million of mortgadecked securities with estimated future maturitit
five years or less (primarily due to anticipatedgayments) and stated maturities of 30 years erded $250.7 million of investment securi
available for sale. On May 6, 2013, the Companglasified approximately $284.3 million from the &FRo the HTM category. T
reclassification resulted in the recording of aneatized gain of $2.1 million which has been segted within AOCI and is being amortized
through maturity.

The Banks portfolio of net loans receivable increased $1@Rillion, or 3.7%, to $339.2 million at June 30,130from $327.0 million :
September 30, 2012. This increase primarily relabes $27.0 million increase in residential mortgadgans, a $9.0 million increase
agricultural operating loans, and an $8.7 milliorease in agricultural real estate loans, paytiaifset by a decrease of $29.9 millior
commercial and multi-family real estate loans, $8illion in consumer loans, and $0.6 million in cmrcial operating loans.

The Companys BOLI increased $18.7 million to $33.5 millionatne 30, 2013 from $14.8 million at September 81,22 This increase w
due to the Company’s purchases of additional bamked life insurance to take advantage of additid@L| capacity allowed und
regulatory guidelines along with generating additiiotaxadvantaged income. The BOLI also provides deattefitsrto the Bank against 1
loss of key executives and death benefits to thel@ree’s family equal to one times salary at theetiof death.

Foreclosed real estate and repossessed assetasdecte $45,000 as compared to $0.8 million ate®aiper 30, 2012, primarily due to a sal
two properties in the residential mortgage and cencial and multifamily real estate loan category. These salest afpenses, resulted il
loss of $0.4 million during the quarters ended,eJ88, 2013 and December 31, 2012.

Assets held for sale at June 30, 2013 remainedamged from March 31, 2013 at $1.3 million due teapected sale of a branch in the Ce
lowa market.
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Total deposits increased $36.1 million, or 2.6%Jwate 30, 2013 from September 30, 2012. Depodiibugtble to MPS increased by $1
million, or 1.1%, at June 30, 2013, compared tot&aper 30, 2012. Additionally, certificates of dsjp® increased by $16.2 million to $11
million primarily related to an increase in pubfimds on deposit. The average balance of total sitspand interedbearing liabilities was $1
billion for the nine month period ended June 3Q,26ompared to $1.2 billion for the same periothprior fiscal year.

Total borrowings increased $47.7 million from $4Tnillion at September 30, 2012 to $95.4 millionJahe 30, 2013, primarily due to
increase of federal funds purchased.

At June 30, 2013, the Company’s stockholderplity totaled $128.0 million, a decrease of $Ififion from $145.9 million at September :
2012 due primarily to a decrease in accumulatedratbmprehensive income caused by the impact ehtdnterest rate increases on the
value of the Compang’securities portfolio. At June 30, 2013, the Banhktinues to exceed all regulatory requirementshassification as

well-capitalized institution. See “Liquidity and Capitésources” for further information.

Non-performing Assets and Allowance for Loan Losses

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgsr becomes doubtful, the Company
place the loan on a naecrual status and, as a result of this actionjipusly accrued interest income on the loan is r&se against intere
income. The loan will remain on natcrual status until the loan has been broughteatior until other circumstances occur that prc
adequate assurance of full repayment of interespaincipal.

The Company believes that the level of allowanaeldan losses at June 30, 2013 is appropriate efhects probable losses related to tl
loans; however, there can be no assurance thiaalt will be fully collectible or that the presdatel of the allowance will be adequate in
future. See “Allowance for Loan Losses” below.

The table below sets forth the amounts and categaif non-performing assets in the Comparmportfolio. Foreclosed assets include a:
acquired in settlement of loans.
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Non-Performing Assets As Of
June 30, 201 September 30, 201
Non-Performing Loan: (Dollars in Thousands

Non-Accruing Loans

1-4 Family® $ 24t $ 307
Commercial & Multi Family® @ 562 1,422
Commercial Operating @ 9 18

Total 81¢€ 1,74¢
Accruing Loans Delinquent 90 Days or Mc

Consumer 18 63

Total 19 63
Total Non-Performing Loans 83t 1,811
Other Asset:

Foreclosed Asset
1-4 Family 45
Commercial & Multi Family - 827
Commercial Business -

Total 45 83¢
Total Other Assets 45 83€
Total Non-Performing Assets $ 88C $ 2,64¢
Total as a Percentage of Total Assets 0.05% 0.16%

(1) At June 30, 2013, the Company had $322,000 of TRREommercial & Multi Family and $9,000 of TDRs@ommercial Operating

(2) At September 30, 2012, the Company had $328,0000d%s in Commercial & Multi Family and $18,000 of R® in Commercii
Operating
In addition to the nomperforming TDRs in (1) and (2), the Company hadadditional $6.4 million TDRs performing in accordanwitt
their terms at June 30, 2013 and September 30,2012

At June 30, 2013, noperforming loans totaled $0.8 million, representhg% of total loans, compared to $1.8 million0#B% of total loans
September 30, 2012.

Classified Assets . Federal regulations provide for the classificatid loans and other assets, such as debt ang/ eguitirities considered by
OCC to be of lesser quality, as “substandard”, ttu” or “loss.” An asset is considered “substartiaf it is inadequately protected by 1
current net worth and paying capacity of the obligoof the collateral pledged, if any. “Substamtiaassets include those characterized b
“distinct possibility” that the savings associatisil sustain “some loss” if the deficiencies aret morrected. Assets classified as “doubtful
have all the weaknesses inherent in those cladsfie'substandard,” with the added characteribtit the weaknesses present mataléctior
or liquidation in full,” on the basis of currentixisting facts, conditions and values, “highly di@sable and improbableAssets classified
“loss” are those considered “uncollectibleiid of such minimal value that their continuanceassets without the establishment of a spe
reserve is not warranted. When assets are classi§iéloss,the Bank is required either to establish a speaifimvance for loan losses eque
100% of that portion of the asset so classifietbartharge-off such amount.
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General allowances represent loss allowances wiagk been established to recognize the inherdnassociated with lending activities,
which, unlike specific allowances, have not bedocaked to particular problem assets. The Bamétermination as to the classification o
assets and the amount of its valuation allowancessabject to review by its regulatory authoritiediich may direct the establishmen
additional general or specific loss allowances. Hicovery of additional information in the futureay also affect both the level
classification and the amount of loss allowances.

On the basis of managementeview of its loans and other assets, at Jun@@®03, the Company had classified a total of $7il8am of its
assets as substandard, none as doubtful and ndogsa3 his compares to classifications at Septerd@g2012 of $8.7 million as substand
$30,000 as doubtful and none as loss. See Noté¢hz tGondensed Consolidated Financial Statements.

Allowance for Loan Losses . The Company establishes its provision for losssés, and evaluates its allowance for loan losassdbupon
systematic methodology consisting of a number ofois including, among others, historic loss exgree, the overall level of classified as
and nonperforming loans, the composition of its loan palitf and the general economic environment withiniclvhthe Company and

borrowers operate.

Management closely monitors economic developmeoths Ibegionally and nationwide, and considers th&sgors when assessing
appropriateness of its allowance for loan losség dconomic slowdown, which recently has shown ssigmes of abating, continues to st
the financial condition of some borrowers. Managenteerefore believes that future losses in thelessial portfolio may be somewhat hig
than historical experience. It should be noted thatzeable portion of the Compasyconsumer loan portfolio is secured by resideméa
estate. Over the past three years, loss ratesitdmmercial and mulfamily real estate market have remained moderatss lrates in tt
agricultural real estate and agricultural operatman portfolios have been minimal in the pasté¢hyears primarily due to higher commo:
prices as well as above average yields which hagated positive economic conditions for most fasnmer our markets. Nonethele
management still expects that future losses in ploigfolio, which have been very low, could be haghhan recent historical experier
Management believes that various levels of drowgtdther conditions within our markets have the ipiide to negatively impact potent
yields which would have a negative economic eff@etour agricultural markets. In addition, managenteglieves the current econot
environment may also negatively impact consumegayment capacities.

At June 30, 2013, the Company had establishedlawaaice for loan losses totaling $3.7 million comgehto $4.0 million at September
2012. Management believes that, based on a detaléew of the loan portfolio, historic loan lossesrrent economic conditions, the siz
the loan portfolio, and other factors, the curdentl of the allowance for loan losses at June2BQ3 reflects an appropriate allowance ag
probable losses from the loan portfolio. Althougk Company maintains its allowance for loan losdeslevel that it considers to be adeqt
investors and others are cautioned that there eandbassurance that future losses will not excetichated amounts, or that additic
provisions for loan losses will not be requirediture periods.

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

The Companys financial statements are prepared in accordaitbelWS. GAAP. The financial information containedthin these statemer
is, to a significant extent, financial informatithvat is based on approximate measures of the fialagifects of transactions and events that
already occurred. Based on its consideration ob@ating policies that: (i) involve the most complexd subjective decisions and assessr
which may be uncertain at the time the estimate mvade, and (ii) different estimates that reasonablyld have been used in the cur
period, or changes in the accounting estimate ahatreasonably likely to occur from period to périzvould have a material impact on
financial statements, management has identifiedptileies described below as Critical Accountingidtes. This discussion and analy
should be read in conjunction with the Companyaficial statements and the accompanying notesnteesm Part II, Item 8 Consolidate
Financial Statements and Supplementary Data” oAitsual Report on Form 1K-for the year ended September 30, 2012 and inftom
contained herein.

Allowance for Loan Losses . The Companys allowance for loan loss methodology incorporat&ariety of risk considerations, both quantite
and qualitative, in establishing an allowance fan loss that management believes is appropriadadt reporting date. Quantitative fac
include the Company’s historical loss experienainquency and charge-off trends, collateral vagluémnges in noperforming loans, ar
other factors. Quantitative factors also incorppratown information about individual loans, inclugiborrowers’sensitivity to interest ra
movements. Qualitative factors include the genecahomic environment in the Compasyharkets, including economic conditions throug
the Midwest and, in particular, the state of ceriadustries. Size and complexity of individualdite in relation to loan structure, existing I
policies, and pace of portfolio growth are othealgative factors that are considered in the methagly. As the Company adds new prod
and increases the complexity of its loan portfoifoyill enhance its methodology accordingly. Maeawent may have reported a mater
different amount for the provision for loan lossaesthe consolidated statement of operations to ghahe allowance for loan losses if
assessment of the above factors were differenhoith management believes the levels of the allowvat both June 30, 2013 and Septe!
30, 2012 were adequate to absorb probable loskeseint in the loan portfolio, a decline in locabeomic conditions or other factors ca
result in increasing losses.

Intangible Assets . Intangible assets include patents filed by theS\ilvision. Intangible assets are tested annuatlynfipairment or more oftt
if conditions indicate a possible impairment.

Each quarter the Company evaluates the estimatfdluives of intangible assets and whether eventshanges in circumstances warra
revision to the remaining periods of amortizatitm.accordance with ASC 35@ccounting for the Impairment or Disposal of Long-Lived
Assets , recoverability of these assets is measured bypaoson of the carrying amount of the asset toftiwere undiscounted cash flows
asset is expected to generate. If the asset isdeoad to be impaired, the amount of any impairmgmbeasured as the difference betwee
carrying value and the fair value of the impaireded.

Assumptions and estimates about future values emaining useful lives of the Company’s intangibhel @ther londived assets are comp
and subjective. They can be affected by a variéfaaors, including external factors such as iniduand economic trends, and internal fac
such as changes in the Companpusiness strategy and internal forecasts. Althahg Company believes the historical assumptiom
estimates used are reasonable and appropriateretiffassumptions and estimates could materiafhaatthe reported financial results.

Self-Insurance . The Company has a séffsured healthcare plan for its employees up ttagetimits. To mitigate a portion of these riskise
Company has a stdpss insurance policy through a commercial insueacearrier for coverage in excess of $60,000 pewiehdial occurrenc
with an unlimited lifetime maximum. The estimatesgffinsurance liability is based upon known claims andestimate of incurred, but |
reported (“IBNR”)claims. IBNR claims are estimated using historidalms lag information received by a third partgicis administrator. Dt
to the uncertainty of health claims, the approatudes a process which may differ significantlynfrother methodologies and still produc:
estimate in accordance with U.S. GAAP. Although agement believes it uses the best information avigilto determine the accrt
unforeseen health claims could result in adjustsxenthe accrual.
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Deferred Tax Assets . The Company accounts for income taxes accordintpe asset and liability method. Under this methdeferred ta
assets and liabilities are recognized for the itax consequences attributable to differencesdsivthe financial statement carrying amao
of existing assets and liabilities and their resipectax basis. Deferred tax assets and liabilises measured using the enacted tax
applicable to income for the years in which thosmporary differences are expected to be recoveresktled. Deferred tax assets
recognized subject to management’s judgment tladizegion is more-likely-thamot. An estimate of probable income tax benefigd thill not
be realized in future years is required in deteingithe necessity for a valuation allowance.

Investment Security Impairment . Management continually monitors the investmerusty portfolio for impairment on a security bycsity
basis. Management has a process in place to igentiestment securities that could potentially haveredit impairment that is other ti
temporary. This process involves the consideratioime length of time and extent to which the faifue has been less than the amortizec
basis, review of available information regarding fiancial position of the issuer, monitoring tia¢ing of the investment security, cash f
projections, and the Compasyihtent to sell an investment security or whether more likely than not the Company will be ré@gd to sell th
investment security before the recovery of its d@imed cost which, in some cases, may extend to niatio the extent we determine that
investment security is deemed to be other-tigamporarily impaired, an impairment loss is recagdi If the Company intends to sell
investment security or it is more likely than nbat the Company would be required to sell an imaest security before the recovery of
amortized cost, the Company recognizes an otherttraporary impairment in earnings for the differefmdween amortized cost and
value. If we do not expect to recover the amortizest basis, we do not plan to sell the investrsentirity and if it is not more likely than |
that the Company would be required to sell an itnaest security before the recovery of its amortizedt, the recognition of the other-than
temporary impairment is bifurcated. For those séegr the Company separates the total impairnrenta credit loss component recognize
earnings, and the amount of the loss related terdéttors is recognized in other comprehensiverime net of taxes.

The amount of the credit loss component of a debuiigty impairment is estimated as the differeneavieen amortized cost and the pre
value of the expected cash flows of the investnsentirity. The present value is determined usindds estimate of cash flows discounte
the effective interest rate implicit to the invesimhsecurity at the date of purchase or the cuyfietd to accrete an assétacked or floating ra
investment security. Cash flow estimates for tprsferred securities are derived from scenbhaeed outcomes of forecasted default rates
severity, prepayment rates and structural support.

Level 3 Fair Value Measurement . U.S. GAAP requires the Company to measure thevédue of financial instruments under a standahiti
describes three levels of inputs that may be usedeasure fair value. Level 3 measurement incls@gsficant unobservable inputs that ref
the Companys own assumptions about the assumptions that mpakgtipants would use in pricing an asset oriliigh Level 3 assets al
liabilities include financial instruments whose walis determined using pricing models, discountashcflow methodologies, or simi
techniques, as well as instruments for which therdgination of fair value requires significant mgament judgment or estimation. Althot
management believes that it uses a best estimatdoofmation available to determine fair value, doethe uncertainty of future events,
approach includes a process that may differ sicanifily from other methodologies and still produnesatimate that is in accordance with |
GAAP.

RESULTS OF OPERATIONS

General .

Total revenue (interest income plus naterest income) for the 2013 fiscal third quamers $23.4 million compared to $22.9 million for
same quarter last year. The revenue increasesrttarter was largely attributable to an increasgain on sale of securities available for
and to improved interest and dividend income, offsgart by a decline in other income.
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Total revenue for the nine months ended June 303 2&s $71.2 million compared to $85.2 million @12, a decrease of $14.0 million
16.4%, due primarily to a decrease in gain on gbecurities available for sale.

The Company recorded net income of $3.7 million66rcents per diluted share, for the three montigee@ June 30, 2013 compared to
income of $2.4 million, or 66 cents per dilutedrehdor the same period in fiscal year 2012. Ttoedase in net income was primarily due t
increase of $1.2 million in investment securitiestfolio interest income. See Note 5 to the ConddrSonsolidated Financial Statements.

The Company recorded net income of $9.9 million$dr80 per diluted share, for the nine months entled 30, 2013 compared to $
million, or $4.64 per diluted share, for the sareeiqd in fiscal year 2012. Net earnings for theeninonth period ended June 30, 2013
primarily impacted by a decrease of $9.5 millionanpretax gain on sale of securities available for s&lee Note 5 to the Conden
Consolidated Financial Statements.

In addition to the decline in net income, earnipgs diluted share for the nine months ended Jun2@IB was also affected by the issuan:
approximately 640,000 shares and 1.6 million shafe®@mmon stock in May 2012 and September 20kheetively.

The change in net income for the current period aféected by many factors within the general categoof net interest income, net inte
income after provision for loan losses, total noteiiest income, total nanterest expense, and income tax expense. Thosedare discuss
in more detail below. In general, net interest medncreased from $8.3 million to $9.2 million the three month period ended June 30,

from the prior year comparable period. Total moierest income decreased from $13.7 million to.618illion for the three month peri
ended June 30, 2013 from the prior year comparadried, and total nomterest expense decreased from $18.1 million g&@illion during
the same time periods.

Net Interest Income . Net interest income for the fiscal 2013 third qemincreased by $0.9 million, or 10.5%, to $9.@iam from $8.3 millior
for the same period in the prior fiscal year prilyadlue to an increase in interest income and aedese in interest expense. Net interest m
increased to 2.52% for the third quarter of fisgedr 2013 as compared to 2.40% for the same paerifidcal year 2012. Overall, asset yie
increased by 3 basis points due primarily to a gbedn asset mix which included highly rated investitngrade agency, corporate and muni
bonds. Net interest margin was also positively iotpa by a 9 basis points decrease in the totalafoisinds. This decrease was caused
decrease in the cost of Time Deposits due to lowsrs on CD renewals along with a decrease in ¢isé @f FHLB Advances due to |
prepayment of some term advances in January of.2DB government guaranteed mortgageked securities comprised 44.5% of ave
interest earning assets for the quarter ended 32013 compared to 60.0% one year ago. The Coyigpanerage interestarning assets f
the fiscal 2013 third quarter grew by $265.3 millior 19.1%, to $1.65 billion, up from $1.39 bitliduring the same quarter last fiscal year.

The Company’s average total deposits and intdresting liabilities for the 2013 third fiscal quartincreased $244.5 million, or 18.4%
$1.57 billion from $1.33 billion for the same quariast year. This increase was generated prim&oly an increase in MPS-related non
interest bearing deposits and advances from thereetiome Loan Bank, slightly offset by a decreimsether borrowings and more co:
certificates of deposit. MPS average quarterly depdor the 2013 third fiscal quarter increase@®2 million, or 12.2%, from the same pel
last year. This increase resulted almost entinglynfgrowth in existing core prepaid card prografeerall, rates on all deposits and interes
bearing liabilities decreased by 9 basis pointsnff26% in the 2012 third fiscal quarter to 0.1#4he 2013 period. At June 30, 2013, low
and noeost checking deposits represented 89.8% of tefabsits compared to 91.0% one year earlier. Thethrim deposits was driven by
increase of $40.6 million, or 3.6%, in depositseyated by MPS at June 30, 2013 as compared toeareegrlier.
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For the nine months ended June 30, 2013, net gitereome was $26.9 million compared to $26.3 onillfor the same period in the prior fis
year. Contributing to this increase was a 52 hasist decrease in rates paid on inte-bearing liabilities and a 25% increase in earnisgpte

in part, due to faster prepayment speeds in thepaagis mortgagdacked securities portfolio as compared to ther fiiscal year. These we
partially offset by a decline in asset yields oft&&is points.
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The following tables present, for the periods iatlicl, the Company’s total dollar amount of inteiasbme from average interes&rning
assets and the resulting yields, as well as trerdat expense on average intetessring liabilities, expressed both in dollars aatks. Ta
equivalent adjustments have been made in yieldhiemast bearing assets and net interest margin-aldomning loans have been included ir
table as loans carrying a zero yield.

Three Months Ended June 30, 2013 2012
(Dollars in Thousands Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
Balance Paid Rate Balance Paid Rate
Interest-earning assets:
Loans receivabl $ 339,63. $ 4,091 4.8% $ 331,58t $ 4,61¢ 5.6(%
Mortgagebacked securitie 734,89: 3,02¢ 1.65% 836,00: 3,841 1.85%
Other investments and fed funds
sold 578,40( 2,71( 2.74% 220,02: 68€ 1.25%
Total interest-earning assets 1,652,92 $ 9,82¢ 2.68% 1,387,611 $ 9,14¢ 2.65%
Non-interest-earning assets 80,28( 62,40:
Total assets $ 1,733,220 $ 1,450,02
Non-interest bearing depos $ 1,189,43 $ - 0.0(% $ 1,059,98 $ - 0.00%
Interest-bearing liabilities:
Interes-bearing checkini 32,26¢ 28 0.35% 34,22" 60 0.71%
Savings 28,75( 10 0.14% 22,23t 10 0.1&%
Money market: 40,77¢ 24 0.24% 38,24( 29 0.31%
Time deposit: 95,33" 224 0.94% 103,13! 417 1.62%
FHLB advance: 166,38! 252 0.61% 39,43: 19z 1.96%
Other borrowings 19,28: 127 2.64% 30,46 14¢ 1.97%
Total interest-bearing liabilities 382,80: 66€ 0.7(% 267,73 857 1.2%
Total deposits and interes-bearing
liabilities 1,572,23 $ 66€ 0.17% 1,327,720 $ 857 0.2€%
Other non-interest bearing liabilitic 13,96¢ 22,71
Total liabilities 1,586,20 1,350,43:
Stockholders' equity 147,00( 99,58"
Total liabilities and stockholders'
equity $ 1,733,20 $ 1,450,02

Net interest income and net interest |
spread including non-interest bearir
deposits $ 9,15¢ 2.51% $ 8,297 2.3%

Net interest margin 2.52% 2.4(%
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Nine Months Ended June 30 2013 2012
(Dollars in Thousands Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 331,68t $ 11,95 4.82% $ 32547¢ % 13,64 5.6(%
Mortgage-backed securitie 702,98: 9,06¢ 1.72% 775,507 13,83 2.3t%
Other investments and fed funds
sold 598,18: 8,151 2.58% 205, 75! 1,58¢ 1.05%
Total interest-earning asset 1,632,85 $ 29,17¢ 26 _ 1,306,73 $ 29,06 2.91%
Non-interest-earning assets 78,697 61,40"
Total assets $ 1,711,55 $ 1,368,14;
Non-interest bearing depos $ 1,19891 $ - 0.0(% $ 999,53° $ - 0.00%
Interest-bearing liabilities:
Interes-bearing checkini 32,26¢ 99 0.41% 33,647 20E 0.81%
Savings 28,41¢ 31 0.15% 15,38¢ 29 0.25%
Money market: 40,42¢ 77 0.25% 38,22: 104 0.3¢%
Time deposit: 91,75¢ 78¢ 1.15% 107,23: 1,38¢ 1.72%
FHLB advance: 136,54 921 0.9(% 43,15: 59t 1.84%
Other borrowings 21,07¢ 39¢€ 2.51% 22,52¢ 40¢ 2.4(%
Total interest-bearing liabilities 350,48 2,312 0.8&% 260,16: 2,722 1.4(%
Total deposits and interest-bearing
liabilities 1,549,400 $ 2,312 0.2(% 1,259,69' $ 2,722 0.2%
Other non-interest bearing liabilitit 16,33¢ 21,13(
Total liabilities 1,565,73! 1,280,82!
Stockholders' equity 145,81! 87,31
Total liabilities and stockholders'
equity $ 1,711,55 $ 1,368,14;

Net interest income and net interest |
spread including non-interest bearit
deposits $ 26,86 2.47% $ 26,34 2.68%

Net interest margin 2.4&% 2.65%

Provision for Loan Losses . The Company did not have a provision for loarséssin the third quarter of fiscal year 2013 coragato
provision for loan losses of $0.2 million in thérthquarter of the prior fiscal year. This was tksult of the evaluation of the allowance for |
loss as explained in Note 3 to the Condensed Ciolaget! Financial Statements.

For the nine months ended June 30, 2013, the Commeaonrded a negative provision of $0.3 million qared to a provision of $1.1 milli
for the same period in the prior fiscal year duthtwaforementioned factors.

Non-Interest Income . Nondinterest income for the fiscal 2013 third quartecrdased by $0.1 million, or 1.1%, to $13.6 millioom $13."
million for the same period in the prior fiscal ye&he primary change was due to a decrease ofrillibn in gain on foreclosed real est:

partially offset by an increase of $0.9 milliongain on sale of securities available for sale. Fegaed on MPSelated programs increasec

$12.5 million for the third quarter of fiscal ye2013, compared to $12.3 million for the same peiiodiscal year 2012 due to an ove
increase in volume of existing Meta progranishe reimplementation of the program began in late Decer@bé&2, however, we do not exp
the program will reach the same level that precadedbeginning of the interruption before the fl2@13 fourth quarter.
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For the nine months ended June 30, 2013, int@rest income decreased by $14.1 million, or Z§.tb $42.1 million from $56.2 million for tl
same period in the prior fiscal year. For the nmenths ended June 30, 2013 and 2012, the Banknsottagebacked and investme
securities resulting in a gain on sale of availdbtesale securities in the amount of $2.5 millard $12.0 million, respectively. In addition, f
earned on MP%elated programs were $38.0 million for the ninenths ended June 30, 2013, compared to $41.8 miltiothe same period
fiscal year 2012.

Non-Interest Expense . Nondinterest expense decreased slightly to $18.0 millay the third quarter of fiscal year 2013 as canep to $18.
million for the same period in fiscal year 2012.riNoterest expense decreased by $0.4 million, or Pt@%$56.7 million for the nine mont
ended June 30, 2013 from $57.1 million for the saewéod in fiscal year 2012.

Compensation expense increased $0.3 million to #8l®n for the three months ended June 30, 2Gl8anpared to $8.2 million for the se
period in fiscal year 2012 due primarily to an 8.0%rease in overall staffing. Compensation expenseased $2.4 million to $25.9 milli
for the nine months ended June 30, 2013 from $28I®n for the same period in fiscal year 2012.

Legal and consulting expenses increased $0.3 milbdb1.2 million for the three months ended JuBe2®13 as compared to $0.9 million
the same period in fiscal year 2012. This increeae primarily due to the settlement of a legal @hsing the quarter ended June 30, 2013
the nine months ended June 30, 2013, legal anduttmgsexpense totaled $3.0 million, compared ta2$4illion for the same period in t
prior fiscal year. This decrease was primarily de reduction in the use of outside specialistagsist in addressing matters relating tc
regulatory examinations.

Impairment on assets held for sale were $0.4 miliaring the nine months ended June 30, 2013 dam texpected sale of a branch in
Central lowa market.

Income Tax . Income tax expense for the third quarter of figegar 2013 was $1.0 million, or an effective tater of 21.8%, compared
income tax expense of $1.4 million, or an effectiae rate of 36.8%, for the same period in therpiiscal year. The decrease in effective
rate is mainly the result of an increase in theirr@ of tax exempt municipal bonds owned by the Gowiuring fiscal year 2013. To a les
extent, the decrease is also a result of the psecbbadditional bank-owned life insurance in Bezember 2012.

For the nine months ended June 30, 2013, the Conmeanrded an income tax expense in the amoun2 &f ®illion, or an effective tax rate
20.7%, compared to $8.9 million, or an effective tate of 36.7% for the same period in the pfiscal year. The change in effective tax
for this time period was caused by the same reas@mgioned in the preceding paragraph.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s primary sources of funds are depdsaeowings, principal and interest payments cam#oand mortgageacked securitie
and maturing investment securities. While scheduéeth repayments and maturing investments areivelatpredictable, deposit flow
prepayments on mortgadeacked securities and early loan repayments aieeimded by the level of interest rates, generahegoc conditions
and competition

The Company uses its capital resources principtdlymeet ongoing commitments to fund maturing deetes of deposits and Ic
commitments, to maintain liquidity, and to meetigbimg expenses. At June 30, 2013, the Companyhieuitments to originate and purch
loans and unused lines of credit totaling $133.lioni The Company believes that loan repaymentsaher sources of funds will be adeq!
to meet its foreseeable short- and long-term liggideeds At June 30, 2013, the Company had two commitmenfgitchase securities helc
maturity totaling $4.7 million.

Regulations require the Bank to maintain minimunoanis and ratios of total risk-based capital aret Ticapital to riskveighted assets, an
leverage ratio consisting of Tier 1 capital to ager assets. The following table sets forth the Baaktual capital and required capital ama
and ratios at June 30, 2013 which, at that dateaded the minimum capital adequacy requirements.
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Minimum Requirement to Be
Well Capitalized Under

Minimum Requirement For Prompt Corrective Action
Actual Capital Adequacy Purposes Provisions
At June 30, 201< Amount Ratio Amount Ratio Amount Ratio

(Dollars in Thousands

MetaBank
Tangible capital (to
tangible asset: $ 151,45: 9.05% $ 25,09 15(% $ n/e n/e%
Tier 1 (core) capital (tc
adjusted total asset 151,45: 9.0t 66,91« 4.0C 83,64 5.0C
Tier 1 (core) capital (tc
risk-weighted asset: 151,45: 22.1(C 27,41 4.0C 41,11¢ 6.0C
Total risk-based capite
(to risk-weighted
assets 155,12: 22.6¢ 54,82: 8.0C 68,53( 10.0¢

The Federal Deposit Insurance Corporation ImproverAet of 1991 (FDICIA) established five regulatargpital categories and authorized
banking regulators to take prompt corrective actidth respect to institutions in an undercapitaliz@tegory. At June 30, 2013, the B
exceeded all requirements for the well capitalizatkgory.

On July 2, the Federal Reserve passed a finaltoulaplement higher capital requirements for bagkimganizations subject to its supervis
such as the Company. Shortly thereafter, the OWl@xed the Federal Reserve with a final rule tisatéarly identical for institutions subjec
its jurisdiction, such as the Bank. In brief, treanrules require, among other things, a new cayegbrequired capital, common equity Tie
capital, and mandate that institutions such asGbmpany and the Bank achieve a minimum ratio of mom equity Tier 1 capital to risk-
weighted assets of 4.5%, by January 1, 2015, amigefurequire the Company and the Bank to achidweffer of 2.5% by January 1, 2019. *
rules also require the minimum Tier 1 capital &knveighted assets ratio to increase from 4% tdo§%anuary 1, 2015, and further impo:
minimum leverage (Tier 1 capital to average totalsolidated assets) of 4%. Finally, the regulatigeriserally revise upwards the required risk
based and leverage ratios required to achieve ¢angel with the prompt corrective action thresholise Company is evaluating the rule
light of the new requirements.

ltem 3. Quantitative and Qualitative Disclosure About MdrRésk
MARKET RISK
The Company is exposed to the impact of interdstabanges and changes in the market value ohiestments.

The Company originates predominantly adjustable-tatns and fixedate loans up to ten years. As a result of its ilgngractices, tt
Companys loan portfolio is relatively short in durationdagields respond quickly to the overall level ofeirest rates. Recently the Comp
has been originating and retaining in its loan fptid residential mortgages with maturities of up30 years. The volume of this business
been low enough to not materially extend the danatif the loan portfolio as a whole.

The Company’s primary objective for its investmenttfolio is to provide the liquidity necessaryreet the Compang’cash demands. T
portfolio may also be used in the ongoing managéroémterest rate risk. As a result, funds mayimeested among various categorie
security types and maturities based upon the Coypareed for liquidity and its desire to create aonemic hedge against the effects
changes in interest rates may have on the oveeaketvalue of the Company.
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The Company has purchased NBQ securities overdketpelve months to diversify our overall investineecurities portfolio. In additic
management believes the NBQ securities add valuweitd€Company as we are able to leverage our ovienallcost of funds and the TEFI
income tax disallowance which results in an enhdnae equivalent yield(“TEY") for this security asarket rates increase.

The modified duration and weighted average lif¢hef Company’s investments at June 30, 2013 anck@éyetrr 30, 2012 are as follows:

Available For Sale

Amortized Weighted
June 30, 2013 Cosi Duration  Average Life

(Dollars in Thousands

Debt securitie!

Trust preferred and corporate securi $ 52,89: 8.52 7.73
Agency securitie - - -
Obligations of states and political subdivisic 1,89( 7.32 8.7t
Non-bank qualified obligations of states and politisabdivisions 256,30: 8.11 9.4¢
Mortgage-backed securities 631,57( 4.5C 4.9
Total debt securities $ 942,65! 5.71 6.42
Amortized Weighted

September 30, 2012 Cosli Duration  Average Life

(Dollars in Thousands
Debt securitie!

Trust preferred and corporate securi $ 67,61t 7.5¢€ 8.57
Asset backed securitis 40,82¢ 11.5¢ 12.6:
Agency securitie 39,26¢ 0.4¢ 0.4¢
Small Business Administration securit 19,93¢ 6.22 6.8C
Obligations of states and political subdivisic 12,59: 7.91 9.2¢
Non-bank qualified obligations of states and politisabdivisions 254,78¢ 7.8: 9.37
Mortgage-backed securities 667,87¢ 3.9C 4.2¢
Total debt securities $ 1,102,90 5.2t 5.9¢
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Held to Maturity

June 30, 201: Amortized Weighted
Cosi Duration  Average Life

(Dollars in Thousands

Debt securitie!

Trust preferred and corporate securi $ = 3 >
Agency securitie 10,00¢ 0.6t 0.6€
Obligations of states and political subdivisic 19,08¢ 7.72 8.91
Non-bank qualified obligations of states and politisabdivisions 179,27 7.7¢ 9.22
Mortgage-backed securities 79,43¢ 5.7: 6.5C
Total debt securities $ 287,81l 6.9C 8.1
September 30, 2012 Amortized Weighted

Cosli Duration  Average Life
(Dollars in Thousands

Debt securitie:
Trust preferred and corporate securi $ S § S
Asset backed securitis - - -
Agency securitie - - -
Small Business Administration securit - - -
Obligations of states and political subdivisic - - -
Non-bank qualified obligations of states and politisabdivisions - - -
Mortgage-backed securities - - -

Total debt securities $ - - -

The Company offers a full range of deposit prodwdisch are generally short term in nature. Intebesiring checking, savings, and ma
market accounts generally provide a stable soufdanals for the bank and also respond relativelickjy to changes in short term intet
rates. The Company offers certificates of depogi waturities of three months through five yeavhjch serve to extend the duration of
overall deposit portfolio. A significant and ince#ag portion of the Company’s deposit portfolio dsncentrated in non-interelséaring
checking accounts. These accounts serve to dectieageompanys overall cost of funds and reduce its sensititatychanges in short te
interest rates.

The Company also has wholesale borrowings, predamtiyn advances from the FHLB and FRB, includinghboternight advances s
advances that carry fixed terms and fixed rategiefest. The Company utilizes this portfolio tomage liquidity demands and also, w
appropriate, in the ongoing management of inteegstrisk.

The Board of Directors has established limits anl#vel of acceptable interest rate risk for thelBa here can be no assurance, however,
in the event of an adverse change in interest,rdtesCompany’s efforts to limit interest rate righl be successful.

Net Portfolio Value . The Bank uses a Net Portfolio Value (“NP\&Pproach to the quantification of interest ratk.righis approach calculai
the difference between the present value of exdemsh flows from assets and the present valugpfoted cash flows from liabilities, as v
as cash flows from any off-balance sheet contrddemagement of the Bard'assets and liabilities is performed within thaiteat of the
marketplace, but also within limits establishedtbg Board of Directors on the amount of change PVNhat is acceptable given cerl
interest rate changes.

Presented below, at June 30, 2013 and Septemb203D, is an analysis of the Baskhterest rate risk as measured by changes in fdPar
instantaneous and sustained parallel shift in thlkel yurve, in 100 basis point increments, up aomird200 basis points. Down 100 basis p¢
and down 200 basis points are not presented far 30n2013 and September 30, 2012 due to the estydaw rate environment. At both Ju
30, 2013 and September 30, 2012, the Bank’s irtteasrisk profile was within the interest senii limits set by the Board of Directors.
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June 30, 201 September 30, 201
Estimated Increase Estimated Increase
Estimated in NPV Estimated in NPV
Change in NPV Change in NPV
Interest Amount Amount Percent Interest Amount Amount Percent
Rates Rates
(Dollars in (Dollars in
Thousands Thousands
Basis Points Basis Points
+20Cbp 150,50¢ (39,909 -20.9¢% +20Chp 136,87: (10,127 -6.8%
+10Cbp 172,27: (18,145 -9.5%% +10Cbp 148,79¢ 1,80¢ 1.27%
Bast 190,41° - - Bast 146,99: - -

The core interest rate risk utilized by the Compargmines the balance sheet under increasing amdagéng interest rate scenarios. All
changes are ramped over a 12-month horizon basen amonparallel shift in the yield curve and then main&rat those levels over
remainder of the simulation horizon. Starting batmin the model reflect actual balances on thefadate and are projected to remain st
This enables interest rate risk embedded withinetkisting balance sheet structure to be isolatenh finterest rate risk caused by growt
assets and liabilities.

Certain shortcomings are inherent in the methoanaflysis presented in the preceding table. For plgralthough certain assets and liabil
may have similar maturities or periods to repricitigey may react in different degrees to changesdrket interest rates. Also, the interest |
on certain types of assets and liabilities maytélate in advance of changes in market interess rathile interest rates on other types ma
behind changes in market rates. Additionally, éeréssets, such as ARM loans, have features thaitatechanges in interest rates on a shoi
term basis and over the life of the asset. Furtbegmalthough management has estimated changé® ilevels of prepayments and e
withdrawal in these rate environments, such lewalald likely deviate from those assumed in caldnathe table. Finally, the ability of sol
borrowers to service their debt may decrease irteat of an interest rate increase.

In addition to the NPV approach, the Bank alsoeesgi gap reports, which measure the differencesseta and liabilities repricing in giv
time periods, and net income simulations to asgessterest rate risk profile. Management reviatgsinterest rate risk profile on a quarts
basis.
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Item 4. Controls and Procedur:

CONTROLS AND PROCEDURES

Any control system, no matter how well designed apdrated, can provide only reasonable (not abesjpagsurance that its objectives wil
met. Furthermore, no evaluation of controls carviol® absolute assurance that all control issuesimstdnces of fraud, if any, have b
detected.

DISCLOSURE CONTROLS AND PROCEDURES

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

Based upon that evaluation, our Chief Executived®ffand Chief Financial Officer concluded thatJabe 30, 2013, the Compasyisclosur
controls and procedures were effective to provaesonable assurance that (i) the information reduiv be disclosed by us in this report
recorded, processed, summarized and reported wvtithitime periods specified in the SECQules and forms, and (ii) information requiredé
disclosed by us in our reports that we file or sithmder the Exchange Act is accumulated and concated to our management, includ
our principal executive and principal financial ioffrs, or persons performing similar functions, aggropriate to allow timely decisic
regarding required disclosure.

INTERNAL CONTROL OVER FINANCIAL REPORTING

With the participation of the Comparsymanagement, including its Chief Executive Offiaad Chief Financial Officer, the Company i
conducted an evaluation of the Companiriternal control over financial reporting to detine whether any changes occurred during
Company'’s fiscal quarter ended June 30, 2013 hilnad materially affected, or are reasonably likelynaterially affect, the Comparsyinterna
control over financial reporting. Based on suchlgation, management concluded that, as of the élgegperiod covered by this report, tF
have not been any changes in the Company’s inteowdtol over financial reporting (as such terndédined in Rules 13a-15(f) and 138f)
under the Exchange Act) during the fiscal quamewhich this report relates that have materialfeeted, or are reasonably likely to materi
affect, the Company’s internal control over finaiceporting.
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META FINANCIAL GROUP, INC.
PART Il - OTHER INFORMATION

FORM 10-Q

Item 1. Legal Proceedings See “Legal Proceedingsf Note 6 to the Notes to Condensed Consolidatedrigial Statements, which
incorporated herein by referen:

ltem 1A. Risk FactorsIn addition to the other information set forth mstreport, you should carefully consider the fextiscussed in Pi
[, “ltem 1A. Risk Factors” in our Annual Report &orm 10K for the year ended September 30, 2012 and QlaRe&ports o
Form 10-Q for the three months ended December 813 &nd March 31, 2013 and on pages S-9 throu8b B the ou
Prospectus Supplement dated June 7, 2013 andwfitacthe Securities and Exchange Commission on line&013, which a
hereby incorporated by reference. Additional rigieed uncertainties not currently known to us or that currently dee
immaterial may also materially and adversely affecin the future

Item 2. Unreqistered Sales of Equity Securities and Uderofeed:- None
Item 3. Defaults Upon Senior Securiti- None

Item 4. Mine Safety Disclosure- Not Applicable

Item 5. Other Informatior- None

ltem 6. Exhibits

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

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

META FINANCIAL GROUP, INC.

Date:August 6, 201: By: [s/J. Tyler Haah
J. Tyler Haahr, Presider
and Chief Executive Office

Date:Auqust 6, 201: By: /s/ David W. Leedon
David W. Leedom, Executive Vice Presid
and Chief Financial Office
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INDEX TO EXHIBITS

Exhibit

Number Description
31.1 Section 302 certification of Chief Executive Offic

31.2 Section 302 certification of Chief Financial Offic

32.1 Section 906 certification of Chief Executive Offic
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Exhibit 31.1

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

[, J. Tyler Haahr, certify that:

1.

2.

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

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

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

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

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

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

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

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

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

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

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

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

Chief Executive Office




Exhibit 31.2

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

I, David W. Leedom, certify that:

1.

2.

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

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

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

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

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

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

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

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

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

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

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

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

Chief Executive Office




Exhibit 32.1

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

In connection with the Quarterly Report on FormQ@f Meta Financial Group, Inc. (the “Companydy the quarterly period ended June
2013 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report})J. Tyler Haahr, Chief Executive Officer of
Company, certify, pursuant to section 906 of thih&aes-Oxley Act of 2002, that:

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

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

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

Chief Executive Officer
August 6, 2013




Exhibit 32.2

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

In connection with the Quarterly Report on FormQ@f Meta Financial Group, Inc. (the “Companydy the quarterly period ended June
2013 as filed with the Securities and Exchange Csion on the date hereof (the “Report;)David W. Leedom, Chief Financial Officer
the Company, certify, pursuant to section 906 efSlarbanes-Oxley Act of 2002, that:

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

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

By: /s/ David W. Leedom
Name: David W. Leedor
Chief Financial Officer
August 6, 2013




