UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15 (d)
OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended December 31, 2011

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15 (d
OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 0-22140

META FINANCIAL GROUP, INC. ©

(Exact name of registrant as specified in its @rart

Delaware 42-1406262
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No

121 East Fifth Street, Storm Lake, lowa 50588
(Address of principal executive offices)

(712) 7324117

(Registrant's telephone number, including area)ode

Indicate by check mark whether the Registrant @3 filed all reports required to be filed by Sewtib3 or 15(d) of the Securiti
Exchange Act of 1934 during the preceding 12 mohgor such shorter period that the Registrans vemjuired to file such reports), and (2)
been subject to such filing requirements for thet 88 days. YE&I NOoQO

Indicate by check mark whether the Registrant lndenstted electronically and posted on its corporaéd site, if any, every Interacti
Data File required to be submitted and posted @untsto Rule 405 of Regulation Bduring the preceding 12 months (or for such srguerioc
that the Registrant was required to submit and gush files). YES NoQO

Indicate by check mark whether the Registrantl&sge accelerated filer, an accelerated filer, a-accelerated filer or a smaller report
company. (Check one):

Large accelerated file(] Accelerated fileld Non-accelerated filer [J Smaller Reporting ComparlXl]
Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Exgfe Act).d YES NO
Indicate the number of shares outstanding of e&tiedssuer's classes of common stock, as ofaiest practicable date.

Class: QOutstanding at February 13, 20:
Common Stock, $.01 par val 3,191,265 Common Shar




META FINANCIAL GROUP , INC.
FORM 10-Q

Table of Contents

Part I. Financial Informatio

Iltem 1.

Iltem 2.

Iltem 3.

Item 4.

Financial Statements (Unaudite
Condensed Consolidated Statements of Financial i@omés of December 31, 2011 and September 3Q,
Condensed Consolidated Statements of Operatioriedorhree Months Ended December 31, 2011 and

Condensed Consolidated Statements of Compreheimsigme (Loss) for the Three Months Ended DecemePB311 and
2010

Condensed Consolidated Statements of Changesdkiftiolers' Equity for the Three Months Ended Decen®i, 2011 and
2010

Condensed Consolidated Statements of Cash Flowkdorhree Months Ended December 31, 2011 and
Notes to Condensed Consolidated Financial Statexr

Management's Discussion and Analysis of Financialdition and Results of Operatio

Quantitative and Qualitative Disclosure About MadrRésk

Controls and Procedur:

Part Il. Other Informatiol

Item 1.
ltem 1A.
Item 2.
Item 3.
Item 4.
Item 5.
Item 6.

Signatures

Legal Proceeding

Risk Factors

Unregistered Sales of Equity Securities and Uderoteed:
Defaults Upon Senior Securiti

Mine Safety Disclosure

Other Informatior

Exhibits

Page

30
40

42

43
43
43
43
43
43
43

44




Table of Content

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

December 31 September 3C

ASSETS 2011 2011
(Unaudited)

Cash and cash equivalel $ 156,88. $ 276,89:
Investment securities available for s 42,42¢ 28,33(
Mortgagebacked securities available for s 770,37¢ 590,91¢
Loans receivable - net of allowance for loan losse®4,565 at December 31, 2011 and $4,926 at Bdgete

30, 2011 317,80 314,41(
Federal Home Loan Bank Stock, at ¢ 10,74« 4,73
Accrued interest receivab 4,44; 4,13
Insurance receivab 2,26¢ 2,26¢
Premises, furniture, and equipment, 17,07% 17,16¢
Bank-owned life insuranc 14,45( 14,32
Foreclosed real estate and repossessed 3,95¢ 2,671
Intangible asset 1,56% 1,31
MPS accounts receivak 8,257 7,67
Other assets 8,96: 10,64:

Total assets $ 1,359,200 $ 1,275,48

LIABILITIES AND STOCKHOLDERS *' EQUITY

LIABILITIES
Nor-interes-bearing checkin $ 103542 $ 945,95¢
Interes-bearing checkini 34,48¢ 31,24¢
Savings deposil 11,65 11,13¢
Money market deposii 36,56: 36,717
Time certificates of deposit 106,67. 116,56:
Total deposits 1,224,79 1,141,62
Advances from Federal Home Loan Be 11,00( 11,00(
Securities sold under agreements to repurc 7,451 8,05¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 207 22¢
Contingent liability 3,45( 3,64¢
Accrued expenses and other liabilities 16,43: 20,047
Total liabilities 1,273,64 1,194,90

STOCKHOLDERS’ EQUITY
Preferred stock, 800,000 shares authorized, n@shssued or outstandil - -
Common stock, $.01 par value; 5,200,000 shareodnéd, 3,372,999 shares issued, 3,191,265 an® B84

shares outstanding at December 31, 2011 and Septe80p2011, respective 34 34
Additional paic-in capital 32,53t 32,47:
Retained earninc- substantially restricte 48,17( 45,49«
Accumulated other comprehensive inca 7,852 6,33¢
Treasury stock, 181,734 and 226,132 common shatresst, at December 31, 2011 and September 3@, 2(

respectively (3,039 (3,758

Total stockholders’ equity 85,55¢ 80,57

Total liabilities and stockholders’ equity $ 1,359,200 $ 1,275,48

See Notes to Condensed Consolidated Financialrdais.
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META FINANCIAL GROUP , INC.

Condensed Consolidated Statements of Operations (duadited)
(Dollars in Thousands, Except Share and Per Shat&) D

AND SUBSIDIARIES

Three Months Ended

December 31

2011 201(
Interest and dividend incom
Loans receivable, including fe 454C $ 5,44
Mortgage-backed securitie 4,78 3,91¢
Other investments 28¢ 25E
9,61¢ 9,62(
Interest expenst
Deposits 653 88¢
FHLB advances and other borrowings 324 453
977 1,347
Net interest income 8,63¢ 8,27¢
Provision for loan losses 69¢ (28)
Net interest income after provision for loan losse 7,93¢ 8,30¢
Nor-interest income
Card fees 13,91 14,01:
Gain on sale of securities available for sale, 1,05(C 52€
Loan fees 32¢ 201
Deposit fee: 162 181
Bank-owned life insurance incon 12¢ 13¢
Other income 10C 254
Total non-interest income 15,68 15,30¢
Non-interest expenst
Compensation and benef 7,17¢ 7,79¢
Card processing expen 5,322 5,22:
Occupancy and equipment expe 2,09¢ 2,04
Goodwill impairment - 1,56¢
Legal and consulting expen 1,26¢ 1,411
Data processing expen 27¢ 273
Marketing 167 261
Other expense 2,48 3,04¢
Total non-interest expense 18,79: 21,61¢
Income before income tax expens 4,83( 1,99/
Income tax expense 1,73¢ 1,27:
Net income 3,091 $ 721
Earnings per common share;
Basic 097 $ 0.2
Diluted 097 $ 0.2:

See Notes to Condensed Consolidated Financialrsdats.
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META FINANCIA L GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Comprehensikeome (Loss) (Unaudited)
(Dollars in Thousands)

Three Months Ended
December 31

201C

Net income

Other comprehensive income (los
Change in net unrealized gains (losses) on seesiatrailable for sal
Gains realized in net income

Deferred income tax effect
Total other comprehensive income (loss)
Total comprehensive income (loss)

See Notes to Condensed Consolidated Financialrsdats.

721

(2,219)
(526)

(2,742)
(1,04¢)

(1,696)

(975)
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META FINAN CIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Changes in &tbolders' Equity (Unaudited)
For the Three Months Ended December 31, 2011 and 20
(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 3 32,387 $ 42,47 $ 159¢ $ (4,445 $ 72,044
Cash dividends declared on common

stock ($.13 per shar - - (405) - - (405)
Issuance of 1,050 common shares fra

treasury stock due to issuance of

restricted stocl - 13 - - 23 36
Stock compensatic - 25 - - - 25
Change in net unrealized losses on

securities available for sa - - - (1,696 - (1,69¢)
Net income - - 721 - - 721
Balance, December 31, 20 $ 34 $ 32,41¢ $ 42,791 % 97 $ (4,422) $ 70,72¢
Balance, September 30, 20 $ 34 3 32,471 $ 45,49 % 6,33¢ $ (3,759 $ 80,577
Cash dividends declared on common

stock ($.13 per shar - - (415) - - (415)
Issuance of 44,398 common shares fr

treasury stock due to issuance of

restricted stocl - 51 - - 72E T7€
Stock compensatic - 13 - - - 13
Change in net unrealized gains on

securities available for sa - - - 1,51¢ - 1,51¢
Net income - - 3,091 - - 3,091
Balance, December 31, 20 $ 34 $ 32,53t $ 48,17C $ 7,852 $ (3,039 $ 85,55¢

See Notes to Condensed Consolidated Financialrsdats.
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META FINAN CIAL GROUP, INC.
AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (alrdited)

(Dollars in Thousands)

Three Months Ended
December 31,

2011 2010
Cash flows from operating activities:
Net income 3,091 % 721
Adjustments to reconcile net income to net caskigdea by operating activitie:
Depreciation, amortization and accretion, 2,86¢ 2,57¢
Disbursement of nc-real estate consumer loans originated for (304,06¢) (331,15)
Proceeds from sale of n-real estate consumer loz 304,71 329,37(
Disbursement of -4 family residential mortgage loans originated<ate - (1,029
Proceeds from sale 0-4 family residential mortgage loa 373 2,17¢
Loss (gain) on sale of loal 2 (111)
Provision for loan losse 69¢ (28)
Gain on sale of other ass: 13) -
Gain on sale of securities available for sale, (1,050 (52¢€)
Net change in accrued interest receivz (309) 42¢
Net change in other asst 812 21€
Net change in accrued interest pay: (16) (137)
Net change in accrued expenses and other liakilitie (3,819 (1,047)
Net cash provided by operating activities 3,291 1,471
Cash flow from investing activities:
Purchase of securities available for ¢ (277,38Y) (73,097
Net change in federal funds sc - (6,23€)
Proceeds from sales of securities available fax 45,59¢ 21,29¢
Proceeds from maturities and principal repaymehseourities available for sa 39,73¢ 35,19:
Loans purchase (4,189 (1,039
Net change in loans receival (2,657) 25,36¢
Proceeds from sales of foreclosed real e! 35C 104
Net change in Federal Home Loan Bank si (6,007) 312
Proceeds from the sale of premises and equip 30 -
Purchase of premises and equipmr (78¢9) (395)
Other, net (938 1,04¢
Net cash (used in) provided by investing activitie (206,24%) 2,55¢
Cash flows from financing activities:
Net change in checking, savings, and money margbslts 93,06 135,85
Net change in time depos (9,889 (31,099
Net change in securities sold under agreementsptarchas: (604) (2,37¢)
Cash dividends pai (41%) (40£)
Stock compensatia 13 25
Proceeds from exercise of stock options 77€ 36
Net cash provided by financing activities 82,94¢ 102,04
Net change in cash and cash equivalen (120,01)) 106,06
Cash and cash equivalents at beginning of period 276,89. 87,50
Cash and cash equivalents at end of period 156,88. $ 193,57:
Supplemental disclosure of cash flow informatior
Cash paid during the period fc
Interest 99: % 1,47¢
Income taxe: 1,44 1,07¢
Supplemental schedule of nc-cash investing and financing activities
Loans transferred to foreclosed real es 1,72C $ -

See Notes to Condensed Consolidated Financialrsdats.
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META FINAN C IAL GROUP, INC. ©
AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Staten{emiaudited)

NOTE 1. BASIS OF PRESENTATION

The interim unaudited condensed consolidated fil@hstatements contained herein should be readmjuaction with the audited consolida
financial statements and accompanying notes tedhsolidated financial statements for the fiscaryended September 30, 2011 included in |
Financial Group, Inc.’s (“Meta Financial” or the 68\pany”) Annual Report on Form X0{iled with the Securities and Exchange Commis
(“SEC") on December 20, 2011. Accordingly, footnote disakes, which would substantially duplicate the Idisgre contained in the audi
consolidated financial statements, have been athitte

The financial information of the Company includeerdin has been prepared in accordance with U.Sergky accepted accounting princig
(“GAAP”) for interim financial reporting and has é&e prepared pursuant to the rules and regulatmm®porting on Form 10-Q and Rule QQ-of
Regulation SX. Such information reflects all adjustments (dstisg of normal recurring adjustments), that anethe opinion of manageme
necessary for a fair presentation of the finangasition and results of operations for the peripgesented. The results of the interim period e
December 31, 2011, are not necessarily indicativeeoresults expected for the year ending Septed®e2012.

NOTE 2. CREDIT DISCLOSURES

Loans are considered impaired if full principalimterest payments are not probable in accordanttethvé contractual loan terms. Impaired Ic
are carried at the present value of expected futasé flows discounted at the loa@ffective interest rate or at the fair valuehsf tollateral if th
loan is collateral dependent. A portion of th@athnce for loan losses is allocated to impaireddafithe value of such loans is deemed to be
than the unpaid balance. If these allocationse#us allowance for loan losses to require an asgesuch increase is reported as a compon
the provision for loan losses.

The allowance consists of specific, general, arallacated components. The specific componentaslat impaired loans that are classified e
as doubtful or substandard. For such loans, awalice is established when the discounted casts flowcollateral value or observable ma
price) of the impaired loan is lower than the cengyvalue of that loan. The general component tolaans not considered impaired and is b
on historical loss experience adjusted for quaitafactors. An unallocated component is maintdib@ cover uncertainties that could af
managemens estimate of probable losses. The unallocatedpoaent of the allowance reflects the margin of iegwion inherent in tt
underlying assumptions used in the methodologiesgtimating specific and general losses in thé&fglar.

Smaller-balance homogeneous loans are evaluatachpairment in total. Such loans include residarfirst mortgage loans secured by one-to-
four family residences, residential constructioarls, and automobile, manufactured homes, homeyegit second mortgage loans. Comme
and agricultural loans and mortgage loans secuyedtlher properties are evaluated individually forpairment. When analysis of borroy
operating results and financial condition indicatest underlying cash flows of the borrowseeBusiness are not adequate to meet its debt e
requirements, the loan is evaluated for impairméiten this is associated with a delay or shdrtfapayments of 90 days or more. Gener
non-accrual loans are considered impaired. Imgdgans, or portions thereof, are charged off wtheemed uncollectible.
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Loan receivables at December 31, 2011 and Septe3®h@011 are as follows:

December 31 September 3C
2011 2011

(Dollars in Thousand:s

One to four family residential mortgage loz $ 37,50¢ $ 33,75:
One to four family residential mortgage loans Heldsale - 37%
Commercial and mu-family real estate loar 194,44 194,41
Agricultural real estate loar 20,07( 20,32(
Consumer loan 34,35¢ 32,41¢
Consumer loans held for s¢ 1,36z 1,98(
Commercial business loa 12,64( 14,95t
Agricultural business loans 22,07 21,20(
Total Loans Receivab 322,45: 319,41!
Less:

Allowance for loan losse (4,565 (4,926

Net deferred loan origination fees (83) (79)
Total Loans Receivable, Net $ 317,80 $ 314,41(

Activity in the allowance for loan losses for thede month period ended December 31, 2011 and 2@148s follows:

Three Months Ended
December 31

(Dollars in Thousands 2011 2010

Beginning balanc $ 4,92¢ $ 5,23¢
Provision for loan losse 69¢ (28)
Charge-offs (1,069) (51%)
Recoveries 9 72
Ending balance $ 4,56 $ 4,76%
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Allowance for loan losses and loans receivableextdinber 31, 2011 and 2010 are as follows:

Commercial
and Multi
1-4 Family Family Real Agricultural Commercial Agricultural
Residentia Estate Real Estate Consumet  Business Operating  Unallocatec Total
Three Months Ended
December 31, 2011
Allowance for loan losses
Beginning balanc $ 165 $ 3901 $ - % 16 $ 36 $ 67 $ 741 $  4,92¢
Provision charged
(credited) to expens 15 77t - 3 2 2 (90) 69¢
Losses charged o - (2,069) - 2 - - - (1,069
Recoveries 1 - - 4 4 - - 9
Ending balance $ 181 $ 3,60¢ $ - % 21 $ 38 $ 65 $ 651 $ 4,56
Ending balance: individuall
evaluated for impairment $ 1 $ 1,428 $ - $ - $ 3 8 - $ - $ 1.43¢
Ending balance: collectivel
evaluated for impairmeni $ 17C $ 2,18 $ - $ 21 % 35 $ 65 $ 651 $  3,12¢
Ending balance: loans
acquired with deteriorate
credit quality $ - $ - $ - $ - $ - 3 - $ - $ -
Loans:
Ending balance: individuall
evaluated for impairment $ 17 $ 14,60¢ $ - 3 - % 91 $ - % - $ 14,87
Ending balance: collectivel
evaluated for impairment $  37,32¢ $ 179,83t $ 20,07C $ 34,35¢ $ 12,54¢ $ 22,071 $ - $ 306,21.
Ending balance: loans
acquired with deteriorate
credit quality $ - $ - $ - $ - $ - $ - 9% - $ -
Commercial
and Multi
1-4 Family Family Real Agricultural Commercial Agricultural
Residentia Estate Real Estate Consumer  Business Operating  Unallocatec Total
Three Months Ended
December 31, 2010
Allowance for loan losses
Beginning balanc $ 50 $ 3,05¢ % 111 % 73¢ $ 131 $ 128 $ 1,02¢ $ 5,23«
Provision charged to
expense 3) 13¢€ (86) 60 (21) (23) (92) (28)
Losses charged o - (15) - (500) - - - (515)
Recoveries - - - 72 - - - 72
Ending balance $ 47 $ 3,17¢ $ 25 % 37C % 11C $ 102 $ 93t $§ 4,76t
Ending balance: individuall
evaluated for impairment $ 47 % 877 $ 19 $ 1 $ 17 $ - 3 - $ 961
Ending balance: collectivel
evaluated for impairment $ - $ 2,297 $ 6 $ 36 $ 93 $ 102 $ 93t $§  3,80:
Ending balance: loans
acquired with deteriorate
credit quality $ - 3 - 3 - 3 - 3 -3 = $ -9 =
Loans:
Ending balance: individuall
evaluated for impairment $ 137 $ 7,88t $ 1,82¢ $ 5 % 113 $ - $ - $  9,96¢

Ending balance: collectivel



evaluated for impairment $ 38,011 $ 193,120 $ 19,08] $ 42,23t $ 16,81« $ 28,101 $ - $ 337,37!

Ending balance: loans
acquired with deteriorate
credit quality $ - $ - $ - $ - $ - $ - 3 - $ -

Federal regulations provide for the classificatidioans and other assets, such as debt and expdtyities considered by our regulator, the O
of the Comptroller of the Currency (the “OCC”), tie of lesser quality, as “substandard,” “doubtfoF “loss.” An asset is consider
“substandard”if it is inadequately protected by the current meirth and paying capacity of the obligor or of tbellateral pledged,

any. “Substandard” assets include those charaetkripy the “distinct possibility” that the savingssociation will sustain “some losf”the
deficiencies are not corrected. Assets classdetdoubtful” have all of the weaknesses inherarthose classified “substandardayith the adde
characteristic that the weaknesses present malkection or liquidation in full,”on the basis of currently existing facts, condigipand value
“highly questionable and improbable.” Assets dfée$ as “loss” are those considered “uncollectibnd of such minimal value that th
continuance as assets without the establishmemspécific loss reserve is not warranted.
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General allowances represent loss allowances whasle been established to recognize the inherdntassociated with lending activities,

which, unlike specific allowances, have not bedocaked to particular problem assets. When assetsclassified as “lossMetaBank (th
“Bank”) is required either to establish a specéltowance for losses equal to 100% of that portibthe asset so classified or to chagjesuct
amount. The Bank' determinations as to the classification of itsets and the amount of its valuation allowancessalgect to review by i
regulatory authorities, who may order the estabfisht of additional general or specific loss alloses

The asset classification at December 31, 2011 apteber 30, 2011 are as follows:

December 31, 201.

Commercial
and Multi

1-4 Family Family Real Agricultural Commercial  Agricultural

Residential Estate Real Estate Consumer Business Operating
Pass $ 37,22¢ % 167,06: $ 20,07C $ 34,070 $ 11,348 $ 15,59¢
Watch 262 7,38¢ - 164 71t 6,47
Special Mentior 17 59¢ - 1 331 -
Substandar - 19,37 - 91 24¢ -
Doubtful - 26 - 30 - -

$ 37,50¢  $ 194,44:  $ 20,07C  $ 34,35¢ $ 12,64 $ 22,07:

September 30, 2011

Commercial
and Multi

1-4 Family Family Real Agricultural Commercial  Agricultural

Residential Estate Real Estate Consumer Business Operating
Pass $ 33,83( % 161,10¢ $ 20,32( % 31,967 $ 13,737 $ 14,50(
Watch 281 10,44¢ - 31¢ 91z 6,70(
Special Mentior 17 3,00€ - 38 53 -
Substandar - 19,827 - 60 252 -
Doubtful - 26 - 35 - -

$ 34,12¢  $ 194,41:  $ 20,32 $ 32,41t $ 14,95 § 21,20(

One- to Four-Family Residential Mortgage Lendin@ne- to four-family residential mortgage loangimations are generated by the Company’
marketing efforts, its present customers, walkistomers and referrals. The Company offers fisetd-and ARM loans for both perman
structures and those under construction. The Cagipa@ne- to fourfamily residential mortgage originations are seduysemarily by propertie
located in its primary market area and surroundireas.

The Company originates one- to four-family resid@nhortgage loans with terms up to a maximum ofy/8ars and with loan-tealue ratios up 1
100% of the lesser of the appraised value of tlweirtg property or the contract price. The Compaeperally requires that private mortg
insurance be obtained in an amount sufficient thuce the Company’s exposure to at or below the 8#¥h-tovalue level, unless the loar
insured by the Federal Housing Administration, gnéeed by Veterans Affairs or guaranteed by theaRdousing Administration. Residentic
loans generally do not include prepayment penalties
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The Company currently offers one, three, five, seard ten year ARM loans. These loans have a-iatalfor the stated period and, therea
such loans adjust annually. These loans gengsedlyide for an annual cap of up to 200 basis paints a lifetime cap of 600 basis points ovel
initial rate. As a consequence of using an inifiabdrate and caps, the interest rates on these loagsnotabe as rate sensitive as is
Company's cost of funds. The Company’s ARMs dop®mit negative amortization of principal and ace convertible into a fixed rate loan.
The Companys delinquency experience on its ARM loans has gdlyebeen similar to its experience on fixed ragsidential loans. Curre
market conditions make ARM loans unattractive aany\few are originated.

Due to consumer demand, the Company also offeesifixte mortgage loans with terms up to 30 years, rabsthich conform to secondz
market,i.e. , Fannie Mae, Ginnie Mae, and Freddie Mac standarmierest rates charged on these fixa loans are competitively pric
according to market conditions. The Company culyesells most, but not all, of its fixed-rate Iswith terms greater than 15 years.

In underwriting one- to four-family residential tesstate loans, the Company evaluates both thewerts ability to make monthly payments :
the value of the property securing the loan. P securing real estate loans made by the Coynaenappraised by independent appra
approved by the Board of Directorsthe Company generally requires borrowers to otdaiattorneys title opinion or title insurance, and fire
property insurance (including flood insurance,étassary) in an amount not less than the amoutiedban. Real estate loans originated b
Company generally contain a “due on satkluse allowing the Company to declare the unpamtipal balance due and payable upon the s¢
the security property. The Company has not engagsdb-prime residential mortgage originations.

Commercial and Multi-Family Real Estate Lendind.he Company engages in commercial and nfiaittily real estate lending in its prim:
market area and surrounding areas and, in ordawgplement its loan portfolio, has purchased whmda and participation interests in loans f
other financial institutions. The purchased loans loan participation interests are generally sty properties located in the Midwest
West.

The Company’s commercial and mutimily real estate loan portfolio is secured priityaby apartment buildings, office buildings, ¢
hotels. Commercial and multi-family real estatarle generally have terms that do not exceed 2Gybkave loan-taalue ratios of up to 80%
the appraised value of the security property, aedypically secured by personal guarantees obtreowers. The Company has a variety of
adjustment features and other terms in its comrakasid multi-family real estate loan portfolio. l@mercial and multfamily real estate loal
provide for a margin over a number of differentiaes. In underwriting these loans, the Companyetuly analyzes the financial condition of
borrower, the borrowes’ credit history, and the reliability and predidlif& of the cash flow generated by the propertycigng the
loan. Appraisals on properties securing commereill estate loans originated by the Company affenpeed by independent appraisers.

Commercial and multi-family real estate loans gatigmpresent a higher level of risk than loans sedwby one- to foufamily residences. Th
greater risk is due to several factors, includihg toncentration of principal in a limited numbérl@ans and borrowers, the effect of gen
economic conditions on income producing properdied the increased difficulty of evaluating and ntaring these types of loans. Furtherm
the repayment of loans secured by commercial ant-family real estate is typically dependent upon ghecessful operation of the related
estate project. If the cash flow from the projiscteduced (for example, if leases are not obtaorecenewed, or a bankruptcy court modifie
lease term, or a major tenant is unable to futBllease obligations), the borrower's ability épay the loan may be impaired.

Agricultural Lending. The Company originates loans to finance the pasehof farmland, livestock, farm machinery and pougnt, see:
fertilizer and other farm related products. Agliatal operating loans are originated at eitheadjustable or fixed rate of interest for up to &
year term or, in the case of livestock, upon saest agricultural operating loans have terms of gaar or less. Such loans provide for payn
of principal and interest at least annually or enpusum payment upon maturity if the original tersnléss than one year. Loans secure
agricultural machinery are generally originatedissd-rate loans with terms of up to seven years.

10
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Agricultural real estate loans are frequently aovéaged with adjustable rates of interest. Generallgh loans provide for a fixed rate of interes
the first one to five years, which then balloonadijust annually thereafter. In addition, such fogenerally amortize over a period of ten t
years. Adjustableate agricultural real estate loans provide for argim over the yields on the corresponding U.SaSuey security or prin
rate. Fixedrate agricultural real estate loans generally hiaw@s up to five years. Agricultural real estatans are generally limited to 75% of
value of the property securing the loan.

Agricultural lending affords the Company the oppaoity to earn yields higher than those obtainabte ame- to fourfamily residentie
lending. Nevertheless, agricultural lending ineslva greater degree of risk than one- to faorly residential mortgage loans because o
typically larger loan amount. In addition, paynemn loans are dependent on the successful operationanagement of the farm propi
securing the loan or for which an operating loautiszed. The success of the loan may also becé#fl by many factors outside the control o
farm borrower.

Weather presents one of the greatest risks as dilight, floods, or other conditions can sevelelyit crop yields and thus impair lo
repayments and the value of the underlying coléterhis risk can be reduced by the farmer withagety of insurance coverages which can
to ensure loan repayment. Government support anegiand the Company generally require that farmersure crop insurance coverage. G
and livestock prices also present a risk as pnnag decline prior to sale resulting in a failurecmver production costs. These risks ma
reduced by the farmer with the use of futures @mitr or options to mitigate price risk. The Compaequently requires borrowers to use fu
contracts or options to reduce price risk and teipure loan repayment. Another risk is the unidyteof government programs and ot
regulations. During periods of low commodity pscéhe income from government programs can be rfisignt source of cash to make I
payments and if these programs are discontinuesigaificantly changed, cash flow problems or defagbuld result. Finally, many farms
dependent on a limited number of key individualsrug/hose injury or death may result in an inabil@gysuccessfully operate the farm.

Consumer Lending- Retail BankThe “Retail Bank” generally referring to traditional banking operasan our four market areas) offers a vai
of secured consumer loans, including home equitypénimprovement, automobile, boat and loans sedoyeshvings deposits. In addition,
Retail Bank offers other secured and unsecureduroes loans. The Retail Bank currently originatesstrof its consumer loans in its prim
market area and surrounding areas. The Retail Bagkates consumer loans on both a direct andeotbasis.

The largest component of the Retail Bankbnsumer loan portfolio consists of home equignk and lines of credit. Substantially all of Retai
Bank’s home equity loans and lines of credit are sechyesecond mortgages on principal residences. Réiail Bank will lend amounts whic
together with all prior liens, typically may be tgp100% of the appraised value of the property Seguhe loan. Home equity loans and line
credit generally have maximum terms of five years.

The Retail Bank primarily originates automobilerigaon a direct basis, but also originates indiaetdmobile loans on a very limited basis. Di
loans are loans made when the Retail Bank exteredit airectly to the borrower, as opposed to iedirloans, which are made when the R
Bank purchases loan contracts, often at a discdrtory automobile dealers which have extended crediheir customers. The Retail Bask’
automobile loans typically are originated at fixgderest rates with terms up to 60 months for newl ased vehicles. Loans securec
automobiles are generally originated for up to 8if%he N.A.D.A. book value of the automobile seagrihe loan.

Consumer loan terms vary according to the typewahge of collateral, length of contract and creditthiness of the borrower. The underwrit
standards employed by the Company for consumesloahtude an application, a determination of thpliapnt's payment history on other de
and an assessment of ability to meet existing abtigs and payments on the proposed loan. Althaurghitworthiness of the applicant i
primary consideration, the underwriting proces® afeludes a comparison of the value of the seguifitany, in relation to the proposed Ic
amount.
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Consumer loans may entail greater credit risk thanesidential mortgage loans, particularly in ¢hse of consumer loans which are unsecur
are secured by rapidly depreciable assets, sualtamobiles or recreational equipment. In suclesaany repossessed collateral for a defa
consumer loan may not provide an adequate sourcepalyment of the outstanding loan balance asudtresthe greater likelihood of dama
loss or depreciation. In addition, consumer loaltections are dependent on the borrowedntinuing financial stability, and thus are mlikely
to be affected by adverse personal circumstanEaghermore, the application of various federal atate laws, including bankruptcy ¢
insolvency laws, may limit the amount which canréeovered on such loans.

Consumer Lending- Meta Payment Systems (“MPSNPS offers credit products on a nationwide basisthia following categories (
sponsorship lending and (2) portfolio lending. arsponsorship lending model, MPS typically origgsatoans and sells (without recourse)
resulting receivables to third party investors.pbrtfolio lending, the Company retains some orredeivables and relies on the borrower a:
underlying source of repayment.

Consumer loan collections are dependent on theowers continuing financial stability, and thus are mdikely to be affected by advet
personal circumstances.

The Company monitors concentrations of credit thay naturally occur and may take the form of adarglume of related loans to an individi
a specific industry, a geographic location or acupation.

Commercial Business LendingThe Company also originates commercial businemsd. Most of the Comparsytommercial business loans h
been extended to finance local and regional bus@seand include shoterm loans to finance machinery and equipment @ses, inventory ai
accounts receivable. Commercial loans also invtieeextension of revolving credit for a combinatiof equipment acquisitions and work
capital in expanding companies.

The maximum term for loans extended on machinerg aguipment is based on the projected useful lifesach machinery ar
equipment. Generally, the maximum term on non-gaweé lines of credit is one year. The loanvdue ratio on such loans and lines of ci
generally may not exceed 80% of the value of tHtmwal securing the loan. The Compangbmmercial business lending policy includes ¢
file documentation and analysis of the borroweharacter, capacity to repay the loan, the adeqahthe borrowers capital and collateral as w
as an evaluation of conditions affecting the boenowAnalysis of the borrowes’past, present and future cash flows is also @oitant aspect
the Company’s current credit analysis.

Unlike residential mortgage loans, which generally made on the basis of the borrowebility to make repayment from his or her emplew
and other income and which are secured by realgptpprhose value tends to be more easily asceltlEipaommercial business loans typically
made on the basis of the borrower’s ability to mek@ayment from the cash flow of the borrowedrusiness. As a result, the availability of ft
for the repayment of commercial business loans beagubstantially dependent on the success of thiadss itself (which, in turn, is likely to
dependent upon the general economic environmdittg. Companys commercial business loans are usually, but wedye, secured by busine
assets and personal guarantees. However, théetallaecuring the loans may depreciate over tima; be difficult to appraise and may fluctt
in value based on the success of the business.meacial business loans have been a declining pergerof the Compang’loan portfolio sinc
2005.
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Generally, when a loan becomes delinquent 90 daysove or when the collection of principal or irget becomes doubtful, the Company
place the loan on a naecrual status and, as a result of this actionvipusly accrued interest income on the loan is riakat of currer
income. The loan will remain on n@ecrual status until the loan has been broughteotior until other circumstances occur that proddequat
assurance of full repayment of interest and priaicif?ast due loans at December 31, 2011 and Skete30, 2011 are as follows:

30-59 Days 6C-89 Days Greater Than Total Past Non-Accrual Total Loans

December 31, 201 Past Due Past Due 90 Days Due Current Loans Receivable
Residential -4 Family $ 347 % - $ - 3 347 % 36,98. % 17¢ % 37,50¢
Commercial Real

Estate and Multi

Family 1,631 - - 1,631 182,57! 10,23¢ 194,44
Agricultural Real

Estate - - - - 20,07( - 20,07(
Consume! 28 44 23 95 34,26¢ - 34,35¢
Commercial Operatin - - - - 12,61 25 12,64(
Agricultural Operating - - - - 22,07 - 22,07

Total $ 2,006 $ 44  $ 23 $ 2,07: $ 308,57t $ 10,44 $ 321,09(
September 30, 201.
Residential -4 Family $ 51 $ 30 $ - $ 81 $ 33,92( % 127 % 34,12¢
Commercial Real

Estate and Multi

Family 2,46( - - 2,46( 178,92¢ 13,02t 194,41.
Agricultural Real

Estate - - - - 20,32( - 20,32(
Consume! 26 14 24 64 32,35¢ - 32,41¢
Commercial Operatin - - - - 14,92 30 14,95¢
Agricultural Operating - - - - 21,20( - 21,20(

Total $ 2531 $ 44  $ 24 $ 2,608 $ 301,64¢ $ 13,18: $ 317,43!

13




Table of Content

Impaired loans at December 31, 2011 and Septenthe03.1 are as follows:

December 31, 201.

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

Total

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

Total

September 30, 201

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

Total

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

Total

Average

Unpaid Investment in Interest

Recorded Principal Specific Impaired Income
Balance Balance Allowance Loans Recognized
$ - $ - $ - $ = =
$ - 3 - 3 - 3 = =
$ 17¢  $ 23z % 1 $ 14~ -
14,60¢ 20,04: 1,42¢ 11,40: -
- - - 64€ -
- - - 11 -
91 134 3 78 -
$ 14877 $ 20,40¢ $ 1,43¢ $ 12,28: -

Average

Unpaid Investment in Interest

Recorded Principal Specific Impaired Income
Balance Balance Allowance Loans Recognized
$ - $ - $ - $ = =
$ - - - = =
$ 127 $ 17z $ 1 3 117 -
13,02t 18,427 1,84 9,30¢ -
- - - 1,17¢ -
- - - 36 -
30 45 3 10¢ -
- - - 80 -
$ 13,18: $ 18,64« $ 1,84¢ § 10,82« -

14




Table of Content
The Company’s troubled debt restructurings (“TDR&hich involved forgiving a portion of interest oripcipal on any loans or making loans

rate materially less than that of market rates)imeckided in the table. Loans modified BBR loans during the period ended December 31,
and 2010 are as follows:

For the Three Months Ended December 31 For the Three Months Ended December 31

2011 2010
Pre- Posi- Pre- Post-
Modification Modification Modification Modification
QOutstanding  Outstanding Outstanding  Outstanding
Number of Recorded Recorded Number of Recorded Recorded
Loans Balance Balance Loans Balance Balance
Residential -4 Family - % - $ - - % - % =
Commercial Real Estate and Multi
Family - - - - - -
Agricultural Real Estat - - - - - -
Consumel - - - - - -
Commercial Operatin - - - - - -
Agricultural Operating - - - - - -
Total - $ - $ - - $ - $ R

The following table provides information on TDR feafor which there was a payment default duringtihee month period ending December 31,
2011 and 2010, that had been modified during thendBth period prior to the default:

With Payment Defaults During the Following Periods
For the Three Month Period For the Three Month Period

Ended Ended
December 31, 201. December 31, 201

Number of Recorded Number of Recorded

Loans Investment Loans Investment
Residential -4 Family - % 2 - $ -
Commercial Real Estate and Multi Farr - - - R
Agricultural Real Estat = - - -
Consumel - - - R
Commercial Operatin = - - -
Agricultural Operating - - - -
Total - % 5 - $ -

NOTE 3. ALLOWANCE FOR LOAN LOSSES

At December 31, 2011, the Compasigllowance for loan losses was $4.6 million, arelege of $0.3 million from $4.9 million at SeptemB6,
2011. During the three months ended December(@lll,2he Company recorded a provision for loandsss $0.7 million.

During the three months ended December 31, 20&€1Ctmpany recorded a provision for loan lossestgsdrRetail Bank division in the amount
$0.7 million due to increases in the general reseand in the historical loss rates for commenaal estate and multaémily loans. During th
three months ended December 31, 2010, the Compeaonyded negative provision for loan losses foMBS division in the amount of $28,000.

The Company’s total net charge-offs for the thremths ended December 31, 2011 were a net chargd-$1f.1 million.

The allowance for loan losses represents managésesitmate of probable loan losses which have eemred as of the date of the consolid:
financial statements. The allowance for loan lssséncreased by a provision for loan losses athtg expense and decreased by chaffgetne
of recoveries). Estimating the risk of loss and &neount of loss on any loan is necessarily subjectilanagemerd’ periodic evaluation of tl
adequacy of the allowance is based on the Compaiast loan loss experience, known and inherekd iisthe portfolio, adverse situations !
may affect the borrowes’ability to repay, the estimated value of any ulyitey collateral, and current economic conditiokghile manageme
may periodically allocate portions of the allowarioe specific problem loan situations, the entilevaance is available for any loan charggs
that occur.
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The Company establishes its provision for loan dessand evaluates the adequacy of its allowancdotor losses based upon a syster
methodology consisting of a number of factors idolg, among others, historic loss experience, therall level of classified assets, non-
performing loans, and TDR loans, the compositibiisoloan portfolio and the general economic eoniment within which the Company and
borrowers operate.

Management closely monitors economic developmeuits tegionally and nationwide, and considers tastors when assessing the adequa
its allowance for loan losses.

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

Basic EPS is computed by dividing income (loss)ilaisée to common stockholders (the numerator) ey wreighted average number of comtr
shares outstanding (the denominator) during thegeShares issued during the period and sharegu&ad during the period are weighted for
portion of the period that they were outstandifdiocated ESOP shares are considered outstandimgafmings per common share calculatior
they are committed to be issued; unallocated ESi@Pes are not considered outstanding. Diluted ERSvs the dilutive effect of additior
common shares issuable pursuant to stock opticreaggnts.

A reconciliation of the income and common stockreh@mounts used in the computation of basic andedil EPS for the three months en
December 31, 2011 and 2010 is presented below.

Three Months Ended December 31 2011 201(
(Dollars in Thousands, Except Share and Per Shat&)
Earnings
Net Income $ 3,091 $ 721
Basic EPS
Weighted average common shares outstan 3,177,571 3,111,89:
Less weighted average unallocated ESOP and nonveistee: - (1,667)
Weighted average common shares outstan 3,177,57! 3,110,23.
Earnings Per Common Share
Basic $ 097 $ 0.2
Diluted EPS
Weighted average common shares outstanding foc kasnings per common shi 3,177,571 3,110,23.
Add dilutive effect of assumed exercises of stogtians, net of tax benefi 3,061 -
Weighted average common and dilutive potential comshares outstandit 3,180,63. 3,110,23.

Earnings Per Common Share
Diluted $ 097 $ 0.2%
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Stock options totaling 460,775 and 365,228 wereawoisidered in computing diluted EPS for the thmemnths ended December 31, 2011
December 31, 2010, respectively, because they mardilutive.

NOTE 5. SECURITIES

The amortized cost, gross unrealized gains ané$ossd estimated fair values of available for salurities at December 31, 2011 and Septe
30, 2011 are presented below.

Gross Gross
Amortized Unrealized Unrealized
December 31, 201 Cosi Gains (Losses Fair Value

(Dollars in Thousand:s
Debt securitie:

Trust preferred and corporate securi $ 40,28t $ 8 $ (6,700 $ 33,59
Obligations of states and political subdivisic 8,43¢ 39¢ - 8,83¢
Mortgage-backed securities 751,36t 19,173 (165) 770,37¢
Total debt securities $ 800,09 $ 1958. $ (6,865 $ 812,80t
Gross Gross
Amortized Unrealized Unrealized
September 30, 201 Cosi Gains (Losses Fair Value

(Dollars in Thousand:s
Debt securitie:

Trust preferred and corporate securi $ 30,58: $ - $ (8,470) $ 22,11
Obligations of states and political subdivisic 5,931 281 - 6,21¢
Mortgage-backed securities 572,46° 18,59 (140) 590,91¢
Total debt securities $ 608,98t $ 18,87: $ (8,610 $ 619,24¢

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

At December 31, 201:

Unrealized S&P Moody
Issuer @) Book Value Fair Value (Loss) Credit Rating  Credit Rating
(Dollars in Thousands)
Key Corp. Capital $ 498: $ 3,702 % (2,28)) BBB- Baa:
Huntington Capital Trust Il S 4,97: 3,791 (2,182 BB+ Baa:
Bank Boston Capital Trust '@ 4,96t 3,61( (1,355 BB+ Bal
Bank America Capital Il 4,95¢ 3,61z (1,342) BB+ Bal
PNC Capital Trust 4,95k 3,68: (1,272) BBB Baa:
Total $ 24,83( $ 18,39¢ $ (6,4372)

(1) Trust preferred securities are single-issuafndeere are no known deferrals, defaults or exsabsrdination.

(2) Bank Boston was acquired by Bank of America.
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Gross unrealized losses and fair value, aggredateidvestment category and length of time thatvitilial securities have been in continu
unrealized loss position at December 31, 2011 apdetber 30, 2011, are as follows:

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealized Fair Unrealized
December 31, 201 Value (Losses! Value (Losses! Value (Losses!

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

securities $ 8,56: $ (269 $ 18,39¢ $ (6,431 $ 26,96. $ (6,700
Obligations of states and political
subdivisions - - - - - -
Mortgage-backed securities 82,93! (165) - - 82,93: (16E)
Total debt securities $ 91,49: % (434 $ 18,39¢ $ (6,43) $ 109,89. $ (6,86%)
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealized Fair Unrealized
September 30, 201 Value (Losses'’ Value (Losses’ Value (Losses'

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

securities $ 571: % 42 $ 16,39¢ $ (8,428 $ 22,11:  $ (8,470
Obligations of states and political
subdivisions - - - - - -
Mortgage-backed securities 23,88¢ (140) - - 23,88¢ (140)
Total debt securities $ 29,59¢ $ (182) $ 16,39¢ $ (8,428) $ 45,99¢ $ (8,610

Management has implemented a process to identfyrgies that could potentially have a credit imp@nt that is other-thatemporary. Thi
process involves evaluating the length of time artént to which the fair value has been less thanamortized cost basis, reviewing avail
information regarding the financial position of tlesuer, monitoring the rating of the security gmdjecting cash flows. Other factors, but
necessarily all, considered are: that the rislos$ is minimized and easier to determine due ecsthgleissuer, rather than pooled, nature of
individual securities, the financial condition afsuer, and whether there have been any paymentalsfer defaults talate. Such factors ¢
subject to change over time.

Management also determines if it is more likelyntimot we will be required to sell the security reféhe recovery of its amortized cost b
which, in some cases, may extend to maturity. T daktent we determine that a security is deemedaktother-thariemporarily impaired, ¢
impairment loss is recognized in earnings.

For all securities that are considered temporamilyaired, the Company does not intend to sell tiseserities (has not made a decision to sell
it is not more likely than not that the Companylwi required to sell the security before recowarits amortized cost basis, which may occt
maturity. The Company believes that it will colledt principal and interest due on all investmehtst have amortized cost in excess of fair v
that are considered only temporarily impaired.

At December 31, 2011, the investment portfolio iled securities with current unrealized losses lwhave existed for longer than one year.
of these securities are considered to be acceptadydit risks. Because the declines in fair valeee due to changes in market interest ratesn
estimated cash flows, no other-th@mporary impairment was recorded at December @11 .2 In addition, the Company has the intent asitty
to hold these investment securities for a periotinoé sufficient to allow for an anticipated recoye

NOTE 6. COMMITMENTS AND CONTINGENCIES
At December 31, 2011 and September 30, 2011, tlmep@oy had outstanding commitments to originate @ndhase loans and unused line

credit totaling $45.5 million and $48.0 million,spectively. It is expected that outstanding loammitments will be funded with existing liqt
assets. At December 31, 2011, the Company hadmmitments to purchase or sell securities availtdisale.
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Legal Proceedings

All lawsuits against the Bank involving the salepofrported Bank certificates of deposit (“COsdye now been settled, pending approval o
Court. The final lawsuit relating to this mattéirline Pilots Assoc Federal Credit Union v. Metaika filed in the lowa District court for Pa
County, Case No. Cl118792, was settled in January 2012. The undeylyatter was first disclosed in the Company's quiyrtreport for th
period ended December 31, 2007, which stated thangployee of the Bank had sold fraudulent CDshfar own benefit. The unauthorized
illegal actions of the employee have since prom@edumber of demands and lawsuits to be filed afjdhe Bank seeking recovery on
fraudulent CDs, which have been disclosed in sulbseicfilings. The employee was prosecuted, coadieind, on June 2, 2010, sentenced to
than seven years in federal prison and orderecayonpore than $4 million in restitution. Notwithsting the nature of her crimes, which w
unknown by the Bank and its management, plaintiffhie remaining case sought to impose liabilityttom Bank under a number of legal thec
with respect to the $99,000 fraudulent CD that isaged by the former employee.

In re Meta Financial Group, Inc., Securities Litigan ; Case No. C1@108MWB. Two former stockholders filed separatepouted class actic
lawsuits against the Company and certain of itef§ alleging violations of certain federal setes laws. The cases were filed on Octobe
2010 and November 5, 2010 in the United Statesibistourt for the Northern District of lowa purgedly on behalf of those who purchased
Company's stock between May 14, 2009 and Octohe2d®). On January 12, 2011, Judge Mark W. Berapgtbinted The Eden Partnership |
plaintiff and on March 14, 2011 Eden Partnershigdfits amended complaint. The amended complaieges that the named officers viole
Sections 10(b) and 20(a) of the Securities Exchakgieand SEC Rule 10B-in connection with certain allegedly false andsleading publi
statements made between May 14, 2009 and OctoheR2(ll® by the Company and its officers. Defendantsred to dismiss the amenc
complaint in its entirety but on July 18, 2011, twert denied the motion and ordered that discopeogeed. The parties conducted a mediatic
December 5, 2011 and reached a tentative settleofetiie matter. A definitive settlement agreemeas fheen presented to the court fo
review. Following review by the court, the settimh must be submitted to the class members for togisideration and comment, and fin
approved by the court before the matter can beids®d with prejudice. As of the filing of this Fort®-Q, provided that the amount of
tentative settlement is approved by the courtxgeeed, and the amount of the settlement is pgithé® Company's insurance as expected b
Company, the Company does not expect to incur $ogsaddition to the amounts that it has previowstpensed which would be material tc
consolidated financial statements.

On December 9, 2011, a stockholder derivative cainptaptionedBrown v. Haahr, et al, CL 123931, was filed in the lowa District Couor
Polk County against certain officers and directofghe Company. The suit alleges that named pahieached their fiduciary duties to
Company by, among other things, making statemegtigden May, 2009 and October, 2010, which plaicitdéims were false and misleading
by allegedly failing to implement adequate intercahtrols and means of supervision at the Compdme individual defendants intend
vigorously defend the suit. An estimate of a ranfeeasonably possible loss cannot be made asedfiling of this Form 109 because of tt
early stage of the litigation.

In addition to the previously disclosed ATM lawsufiled in 2011, there were two lawsuits filed ietfourth quarter of fiscal year 2011 and -
additional lawsuits in the first quarter of fisgaar 2012, concerning ATMs sponsored by the Baakhénvolving claims that a notificati
required to be placed upon an automated teller machas absent on a specific date, in violatioRefulation E of the Electronic Fund Tran:
Act: Wallace Stilz, 11l. v. Meta Financial Group, IncCase No. 1:11-c@4531, filed in the United States District Count foe Northern Distric
of lllinois, Eastern Division; an@&pencer Webb, Individually and on Behalf of all @¢hSimilarly Situated v. MetaBank, Meta Paymeiste3ys
and Does 1-10, InclusiveCase No. 3:11-cv-02178-H-NLS, filed in the Unitethtes District Court for the Southern DistrictGsdlifornia; Tamare
Vance, on behalf of herself and a class v. MetaBhink. and Does 1-5Case No. 1:11-c06972, filed in the United States District Court fbe
Northern District of lllinois, Eastern Divisiorlan Collins, Individually and on Behalf of All OtfseSimilarly Situated v. Mission Gorge Liqu
MetaBank, Meta Payment Systems, and D10, Inclusive, Case No. 3:11-cv-023454ROR, filed in the United States District Court tbe
Southern District of CaliforniaSpencer Webb, Individually and on Behalf of all @¢hSimilarly Situated v. MetaBank, Meta Paymeiste3gs
Swipe USA, LLC, and Does 1-10, Inclusi¥gase No. 3:11-cv-02240-MMABLM, filed in the United States District Court ftire Southern Distri
of California; andMatthew Johns v. MAF Systems ATM, MetaBank, ATMeBgdnc., Does 1-10 and XYZ CorporatioGase No. 20125436
filed in the Court of Common Pleas, Montgomery CiyufPennsylvania. The Company denies liabilitthese matters, and will contest th
lawsuits with the ATM operators, which are eachigdied to indemnify the Company for losses, costsexpenses in these matters. An esti
of a range of possible loss cannot be made asthige of the litigation because the extent of then@anys indemnification by the ATM operatc
is unknown.
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On May 4, 2011, Patrick Finn and Light House Mamaget Group, Inc. as Receivers for First United FogdLLC and Corey N. Johns
(“Receivers”) filed a complainRatrick Finn and Light House Management Group, las.Receiver for First United Funding, LLC and Coi¢.
Johnson v. MetaBank et al, Case £-cv-04041, against the Bank in the United States Districu€éor the Northern District of lowa request
judgment avoiding approximately $1.5 million ofrnisders that allegedly resulted in a profit to thenB arising from the Bar's participation i
loans originated by First United Funding, LLC. 8an complaints have been filed by the Receiveraireg other lenders who purcha
participation interests in the same or similar kaniginated by First United Funding, LLC. The qaaint states that First United Funding, L
and Corey N. Johnston were involved in a criminategorise to defraud creditors. Under a varietytlodories, Receivers claim that Ic
repayments to the Bank constitute fraudulent tienssiind the Bank was unjustly enriched to the meini of these creditors The Bank intends
vigorously defend the case. An estimate of a rarfgeasonably possible loss is approximately $80& million as of the filing date of this Fo
10-Q.

The Bank utilizes various third parties for, amailger things, its processing needs, both with retsfgestandard bank operations and with res
to its MPS division. MPS was notified in April 2@y one of the processors that the processor'pumnsystem had been breached, which |
the unauthorized load and spending of funds fronmkBssued cards. The Bank believes the amount intigmeso be approximately $2Z
million. The processor and program manager botre lregreements with the Bank to indemnify it for dogses as a result of such unauthol
activity, and the matter is reflected as suchsrfiitancial statements. In addition, the Bank ¢iigen notice to its own insurer. The Bank has |
notified by the processor that its insurer has egrihe claim filed. The Bank made demand for paynaad filed a demand for arbitration
recover the unauthorized loading and spending atscamd certain damages. The Bank has settledaits evith the program manager, and
received an arbitration award against the procesBbat arbitration has been entered as a judgimghe State of South Dakota, which judgn
has been transferred to the State of Florida fanigahment proceedings against the processor aikiiser. The Company’estimate of a range
reasonably possible loss is approximately $0 t6 #lllion as of the filing date of this Form 10-Q.

Certain corporate clients of an unrelated compamed Springbok Services, Inc. (“Springbokéjjuested through counsel a mediation as ar
of reaching a settlement in lieu of commencingyéition against the Bank. The results of that ntemtiahave not led to a settlement. Tk
claimants purchased the Bank prepaid reward caots Springbok, prior to Springbok’s bankruptcy. &sesult of Springbok’ bankruptcy ar
cessation of business, some of the rewards cardhwad been purchased were never activated oreflin@ounsel for the corporate client:
Springbok have indicated that they are prepareabssert claims totaling approximately $1.5 milligraanst the Bank based on principal/agenc
failure to supervise theories. The Company deliabdity with respect to these claims. The Comyganestimate of a range of reasonably pos
loss is approximately $0 to $0.3 million.

Other than the matters set forth above, there ar@ther new material pending legal proceedings pdates to which the Company or
subsidiaries is a party other than ordinary lifigatroutine to their respective business.
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NOTE 7. STOCK OPTION PLAN

The Company maintains the 2002 Omnibus Incentia®,Rhhich, among other things, provides for theramg of stock options and nonves
(restricted) shares to certain officers and dinectd the Company. Awards are granted by the S@gkon Committee of the Board of Direct
based on the performance of the award recipientshar relevant factors.

In accordance with ASC 718, CompensatioSteck Compensation, compensation expense for sfeemed awards is recorded over the ve
period at the fair value of the award at the tinfegant. The exercise price of options or fair value of wested shares granted under
Companys incentive plans is equal to the fair market vatdiehe underlying stock at the grant date. Then@any assumes no projec
forfeitures on its stock based compensation, sauteal historical forfeiture rates on its stockdzhscentive awards has been negligible.

A summary of option activity for the three monthmsled December 31, 2011 is presented below:

Weighted

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

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

Options outstanding, September 30, 2 485,35 $ 23.2¢ 587 $ 462
Granted - -
Exercisec (500) 9.0C
Forfeited or expirel (500) 9.0(
Options outstanding, December 31, 2011 484,35: $ 23.31 5.6 $ 174
Options exercisable, December 31, 2011 455,10: $ 23.2¢ 5.6€ $ 152

The Company had no outstanding nonvested shafescamber 31, 2011 or September 30, 2011. In addithere was no grant activity for
three months ended December 31, 2011.

At December 31, 2011, stock based compensatiomegpeot yet recognized in income totaled $47,00i¢hwis expected to be recognized ov
weighted average remaining period of 0.88 years.

NOTE 8. SEGMENT INFORMATION

An operating segment is generally defined as a compt of a business for which discrete financi&rimation is available and whose results
reviewed by the chief operating decisioraker. Operating segments are aggregated into tedp@rsegments if certain criteria are met.
Company has determined that it has two reportaddgnents. The first reportable segment, Retail Bapla division of the Bank, operates ¢
traditional community bank providing deposit, loand other related products to individuals and simadinesses, primarily in the communi
where their offices are located. The second reptetsegment, MPS, a division of the Bank, providesumber of products and service
financial institutions and other businesses. Thpsducts and services include issuance of pregetiit cards, sponsorship of ATMs into the d
networks, credit programs, ACH origination servicgdt card programs, rebate programs, travel @mogr and tax related programs. O
programs are in the process of development. Timaireng grouping under the caption “All Othexginsists of the operations of the Company
inter-segment eliminations. Transactions between afiathe resulting revenues of which are showrh@intersegment revenue category,
conducted at market prices, meaning prices thaldvoe paid if the companies were not affiliateqieTollowing tables present segment dat:
the Company for the three months ended Decembe&2(31, and 2010, respectively.
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Meta
Retail Payment
Banking Systems® All Others Total

Three Months Ended December 31, 201

Interest incom $ 6,481 $ 3,13¢ % - 9,61¢

Interest expense 824 38 11E 977

Net interest income (expens 5,651 3,09¢ (115) 8,63¢

Provision for loan losse 70C (D) - 69¢

Non-interest incom 1,80z 13,87: 6 15,68:

Non-interest expense 4,78 13,94 66 18,79:
Income (loss) before te 1,97 3,02¢ (a7t) 4,83(

Income tax expense (benefit) 71€ 1,09: (70) 1,73¢
Net income (loss $ 1,261 $ 193 $ (105) 3,091
Inter-segment revenue (expen: $ 2,621 $ (2,627 $ = =
Total asset 304,34: 1,052,93 1,92¢ 1,359,20!
Total deposit: 213,80: 1,011,85! (869) 1,224,79

Meta
Retail Payment
Banking Systems® All Others Total

Three Months Ended December 31, 201

Interest incom $ 6,59¢ $ 3,01 % 6 9,62(

Interest expense 1,17 47 122 1,34:

Net interest income (expens 5,42: 2,971 (11€) 8,27¢

Provision for loan losse - (28) - (28)

Non-interest incom 1,27 14,02« 10 15,30¢

Non-interest expense 6,94/ 14,48¢ 18¢ 21,61¢
Income (loss) before te (249) 2,53¢ (295) 1,99/

Income tax expense (benefit) 424 95€ (109) 1,27:
Net income (loss $ (673 $ 158 $ (18€) 721
Inter-segment revenue (expen: $ 2,30 $ (2,309 $ - -
Total asset 304,16° 823,78 1,701 1,129,65!
Total deposit: 213,64: 790,08 (2,51)) 1,002,21
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The following tables present gross profit dataNt®S for the three months ended December 31, 204 2@10.

Three Months Ended December 31 2011 201(
Interest incom: $ 3132 % 3,01¢
Interest expense 38 47
Net interest incom 3,09¢ 2,971
Provision for loan losse (D) (28)
Non-interest incomt 13,87z 14,02«

Card processing expense 5,31( 5,22¢
Gross Profit 11,66( 11,79¢
Other non-interest expense 8,632 9,261

Income from operations before t 3,02¢ 2,53¢
Income tax expense 1,09: 95¢

Income from operations $ 193 $ 1,58(

NOTE 9. NEW ACCOUNTING PRONOUNCEMENTS

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

This ASU applies to all entities that enter intoesments to transfer financial assets that botitleemaind obligate the transferor to repurchas
redeem the financial assets before their maturépd arrangements). It focuses the transferassessment of effective control on its contra
rights and obligations by removing the requiremerassess its ability to exercise those rightsomoh those obligations. The ASU is effective
the first interim or annual period beginning onafter December 15, 2011. It is effective prospetyior transactions or modifications of exist
transactions that occur on or after the effectimeedThe Company will adopt this update in the sdoguarter of fiscal year 2012 and does
expect the adoption to have a material effect enxGbmpany’s consolidated financial condition, ressaf operations or cash flow.

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

This ASU was issued concurrently with IFRS E3jr Value Measurementsto provide largely identical guidance about fzatue measureme
and disclosure requirements. The new standardsotiextend the use of fair value but, rather, previgiidance about how fair value shoulc
applied where it already is required or permittedier IFRS or U.S. GAAP. For U.S. GAAP, most of ttieanges are clarifications of exist
guidance or wording changes to align with IFRS 13.

A public entity is required to apply this ASU prespively for interim and annual periods beginnifigaDecember 15, 2011. Early adoption is
permitted. In the period of adoption, a reporterdity will be required to disclose a change, ifaim valuation technique and related inputs
result from applying the ASU and to quantify theéateeffect, if practicable. The Company will adopt this update in the seconarigu of fiscs
year 2012 and does not expect the adoption to aavaterial effect on the Compasyonsolidated financial condition, results of @iens o
cash flow.

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

In June 2011, FASB issued ASU 2011-0bmprehensive IncomeThis ASU requires the presentation of compreivensmcome in financit
statements. An entity has the option to preseatttital comprehensive income, the components ofintetme and the components of o
comprehensive income either in a single continustasement of comprehensive income or in two sepdpat consecutive statements.

guidance is effective for fiscal years, and theiim periods within those years, beginning Decenifsei2011 and early adoption is permitted.

Company anticipates adopting this update in thet fijuarter of fiscal 2013 and does not expect tlepton to have a material effect on
Company’s consolidated financial condition, resoft®perations or cash flow.
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Accounting Standards Update No. 2011-OBitangibles — Goodwill and Other (Topic 350).

The objective of this update is to simplify howitas test goodwill for impairment. This update addqualitative analysis to step one of the two-
step process, which enables the Company to quatitatdetermine if it is more likely than not thgbodwill impairment exists, and if not, s
step two in determination of the amount of goodwilipairment. The guidance is effective for annaatl interim goodwill impairment te:
performed for fiscal years beginning after Decemtigr2011, but early adoption is permitted. Then@any anticipates adopting this updat

the second quarter of fiscal year 2013 and doesxpct the adoption to have a material effechen@ompanys consolidated financial conditic
results of operations or cash flow.

NOTE 10. FAIR VALUE MEASUREMENTS

ASC 820, Fair Value Measurementdefines fair value, establishes a framework for sneag the fair value of assets and liabilitiesngst
hierarchy system and expands disclosures abouvdtie measurement. It clarifies that fair valadhe price that would be received to sel
asset or paid to transfer a liability in an orderbnsaction 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 identiesfruments traded in active markets that the Gowighas th
ability to access at measurement date.

Level 2 Inputs- Valuation is based upon quoted prices for simi@truments in active markets, quoted prices fontidel or simila
instruments in markets that are not active markets modebased valuation techniques for which significarguasptions ar
observable in the market.

Level 3 Inputs- Valuation is generated from modssed techniques that use significant assumptiohsliservable in the marl
and are used only to the extent that observablatsnare not available. These unobservable assonspteflect the Comparg’owr
estimates of assumptions that market participargsldvuse in pricing the asset or liability. Valioat techniques include use
option pricing models, discounted cash flow modeld similar techniques.

A description of the valuation methodologies usedifistruments measured at fair value, as welhasgeneral classification of such instrum
pursuant to the valuation hierarchy, is set foeoty.

Securities Available for SaleSecurities available for sale are recorded atviaiue on a recurring basis. Fair value measuremsepased upc
qguoted prices, if available. If quoted prices no¢ available, fair values are measured using degandent pricing service. Level 1 secur
include those traded on an active exchange, sutlieasew York Stock Exchange, as well as U.S. Tigaand other U.S. government and age
securities that are traded by dealers or brokeestive over-thesounter markets. The Company had no Level 1 oelL8wecurities at Decemi
31, 2011 or September 30, 2011. Level 2 securitieside agency mortgadeacked securities and private collateralized magegabligations
municipal bonds and corporate debt securities.
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The fair values of securities available for sale determined by obtaining quoted prices on natipnalkcognized securities exchanges (Lev
inputs), or matrix pricing, which is a mathematitathnique widely used in the industry to valuetdsdzurities without relying exclusively
guoted prices for the specific securities, buteathy relying on the securitieslationship to other benchmark quoted securitievél 2 inputs)
The Company obtains, reviews and compares the tiahsaand methodologies from two third party pr@r&l These third party providers util
several sources for valuing fixeédeome securities. Sources utilized by the thirdyparovider include pricing models that vary bassdasse
class and include available trade, bid, and otharket information. This methodology includes brokgiotes, proprietary models, descrip
terms and conditions databases, as well as extegs@lity control programs.

The following table summarizes the assets of thex@any for which fair values are determined on ainéieg basis at December 31, 2011
September 30, 2011.

Fair Value at December 31, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3
Debt securitie:
Trust preferred and corporate securi $ 33,59 $ - $ 3359 % =
Obligations of states and political subdivisic 8,83¢ - 8,83¢ -
Mortgage-backed securities 770,37¢ - 770,37¢ -
Securities available for sale $ 812,80¢ $ - $ 812,80¢ $ -

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3
Debt securitie:
Trust preferred and corporate securi $ 22,11: $ - % 22,11: $ =
Obligations of states and political subdivisic 6,21¢ - 6,21¢ -
Mortgage-backed securities 590,91¢ - 590,91¢ -
Securities available for sale $ 619,24¢ $ - $ 619,24¢ $ -

The Companys management reviews the status and potential impat of the trust preferred and corporate seesritin a monthly basis. In
review, management considers duration of unrealiasses and reviews credit rating changes. Otl&tofs, but not necessarily all, consids
are: that the risk of loss is minimized and easiedetermine due to the singlsuer, rather than pooled, nature of the secsyitfee condition ¢
the issuer, and whether there have been any payteésrals or defaults to-date. Such factors abgest to change over time.

Foreclosed Real Estate and Repossessed A Real estate properties and repossessed assetstiatly recorded at the fair value less sel
costs at the date of foreclosure, establishingvacast basis. The carrying amount representsaiver of the new cost basis or the fair value
selling costs of foreclosed assets that were medatrfair value subsequent to their initial clisation as foreclosed assets.

Loans. The Company does not record loans at fair valmeaaecurring basis. However, if a loan is congdeimpaired,an allowance

established when the discounted cash flows (oattl value or observable market price) of theaimgul loan is lower than the carrying valus
that loan in accordance with ASC 3Xxcounting for Creditors for Impairment of a Loan.
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The following table summarizes the assets of the@amy for which fair values are determined on a-remurring basis at December 31, 2011
September 30, 2011.

Fair Value at December 31, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3

Foreclosed Assets, n $ 3,95¢ 3 - $ - $ 3,95¢

Loans 14,877 - - 14,877
Total $ 18,831 $ - 3 - 3 18,83!

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3

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

Loans 13,18: - - 13,18:
Total $ 15,85! $ - 3 - $ 15,85

The following table discloses the Company’s estaddtir value amounts of its financial instrumenitsis managemerg’belief that the fair valu
presented below are reasonable based on the \waluathniques and data available to the Compameaember 31, 2011 and Septembel
2011, as more fully described below. The operatiohthe Company are maged from a going concern basis and not a liquiddbasis. As
result, the ultimate value realized for the fiomh instruments presented could be substantiafferént when actually recognized over ti
through the normal course of operations. Additiiyna substantial portion of the Company’s inhdregalue is the Banls' capitalization ar
franchise value. Neither of these components baes given consideration in the presentation offaiues below.
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The following presents the carrying amount andnesstied fair value of the financial instruments higydthe Company at December 31, 2011
September 30, 2011. The information presentedhbgest to change over time based on a variety aibfa.

December 31, 201, September 30, 201
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

(Dollars in Thousand:s

Financial assets

Cash and cash equivalel $ 156,88: $ 156,88: $ 276,89: $ 276,89:
Securities available for sa 812,80t 812,80t 619,24t 619,24t
Loans receivable, n 317,80« 324,68t 314,41( 316,15:
FHLB stock 10,74« 10,74« 4,73 4,731
Accrued interest receivab 4,44; 4,44; 4,13z 4,13:
Financial liabilities

Noninterest bearing demand depo 1,035,42. 1,035,42. 945,95t 945,95¢
Interest bearing demand deposits, savings, and ynoaekets 82,70: 82,70: 79,10: 79,10:
Certificates of deposit 106,67- 108,72: 116,56: 118,28t

Total deposit: 1,224,791 1,226,84! 1,141,62 1,143,341
Advances from FHLE 11,00( 14,027 11,00( 14,12¢
Securities sold under agreements to repurc 7,451 7,451 8,05¢ 8,05¢
Subordinated debentur 10,31( 10,30( 10,31( 10,32¢
Accrued interest payab 207 207 22% 223

Off-balanc-sheet instruments, loan commitme - - - -

The following sets forth the methods and assumptiosed in determining the fair value estimatesttier Companys financial instruments
December 31, 2011 and September 30, 2011.

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

SECURITIES AVAILABLE FOR SALE

Securities available for sale are recorded at\falue on a recurring basis. Fair values for inwmestt securities are based on obtaining qt
prices on nationally recognized securities exchangematrix pricing, which is a mathematical teigiue widely used in the industry to value c
securities without relying exclusively on quotedcps for the specific securities, but rather byirgl on the securitiestelationship to othe
benchmark quoted securities.

LOANS RECEIVABLE, NET

The fair value of loans is estimated using a histbror replacement cost basis concept (i.e. arapo¢ price concept). The fair value of loans
estimated by discounting the future cash flows gisihe current rates at which similar loans wouldrtzde to borrowers with similar credit ratii
and for similar remaining maturities. When usihg tliscounting method to determine fair value, ommre gathered by homogeneous gr
with similar terms and conditions and discountec aarget rate at which similar loans would be medborrowers at December 31, 2011
September 30, 2011. In addition, when computirggastimated fair value for all loans, allowancesléan losses have been subtracted fron
calculated fair value for consideration of crediatity.

27




Table of Content
Loans held for sale are carried at the lower of oo$air market value. The carrying value of thésans approximate fair market value.

FEDERAL HOME LOAN BANK (THE “FHLB") STOCK
The fair value of such stock is assumed to appratérbook value since the Company is generally tabtedeem 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 noimterest bearing checking deposits, interest bgacimecking deposits, savings, and money marketsssimed 1
approximate fair value, since such deposits are adiately withdrawable without penalty. The fairlua of time certificates of deposit w
estimated by discounting expected future cash floythe current rates offered on certificates qdadit with similar remaining maturities.

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

ADVANCES FROM FHLB
The fair value of such advances was estimated $yodnting the expected future cash flows usingecurinterest rates at December 31, 2011
September 30, 2011 for advances with similar teantsremaining maturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES
The fair value of these instruments was estimatedifcounting the expected future cash flows usiagved interest rates approximating ma
as of December 31, 2011 and September 30, 201 ltlweontractual maturity of such borrowings.

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

LOAN COMMITMENTS
The commitments to originate and purchase loang bewns that are consistent with current markengerAccordingly, the Company estime
that the fair values of these commitments are igoiificant.

LIMITATIONS

It must be noted that fair value estimates are made specific point in time, based on relevant kmainformation about the financ
instrument. Additionally, fair value estimates &ased on existing on- and dfélance sheet financial instruments without attémgpto estimat
the value of anticipated future business, customeéationships and the value of assets and liadslitthat are not considered finan
instruments. These estimates do not reflect aagnjum or discount that could result from offerifig tCompanys entire holdings of a particu
financial instrument for sale at one time. Furthere, since no market exists for certain of the @any’s financial instruments, fair val
estimates may be based on judgments regardingefigpected loss experience, current economic dondjtrisk characteristics of varic
financial instruments and other factors. Thesemedes are subjective in nature and involve unagiés and matters of significant judgment
therefore cannot be determined with a high levgbretision. Changes in assumptions as well agdagiderations could significantly affect
estimates. Accordingly, based on the limitatioesatibed above, the aggregate fair value estimratesiot intended to represent the under!
value of the Company, on either a going concem layuidation basis.
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NOTE 11. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of the Compaggodwill and intangible assets for the three merinded December 31, 2011 and 201

as follows:
Meta Meta
Retail Payment Payment
Banking Systems® Systems®
Goodwill Patents Other Total
(Dollars in Thousand:s
Balance as of September 30, 2( $ - % 1,31 % - $ 1,31¢
Acquisitions during the peric - 258 - 258
Amortizations during the peric - (6) - (6)
Balance as of December 31, 2011 $ - $ 156 $ - $ 1,56
Meta Meta
Retail Payment Payment
Banking System& System&®
Goodwill Patents Other Total
(Dollars in Thousand:s
Balance as of September 30, 2( $ 1,50¢ $ 1,07¢ $ 773 2,66:
Acquisitions during the peric - 104 - 104
Amortizations during the peric - - (59) (58)
Write-offs during the perior (2,509 - - (1,509
Balance as of December 31, 2010 $ - $ 1,18: $ 19 $ 1,201

The Company has three patents which are amortairigecember 31, 2011, and had one amortizablaegitile asset recorded at Decembel

2010.

The Company tests goodwill and intangible assetgtipairment at least annually or more often if ditions indicate a possible impairment. -
Company wrotesff $1.5 million of goodwill through the income sgaent during the three months ended December@1) &ue primarily to tt
decline in the stock price of the Company at theatqul. There was no impairment to goodwill ancingible assets during the three months e

December 31, 2011.
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NOTE 12. REGULATORY MATTERS AND SETTLEMENT OF OTS ENFORCEMENT ACTIONS

As previously disclosed in our Annual Report onRdiOK, on July 15, 2011, the Company and the Bank s#phlated and consented to a Ct
and Desist Order (the “Consent Orders”) issuedhigyQ@ffice of Thrift Supervision (the “OTS")Since the issuance of the supervisory direc
and the Consent Orders, the Company and the Bark itiegen continuing to cooperate with the OTS ardQRC (its successor) to correct tk
aspects of its operations that were addresseci€timsent Orders, and management of the Companthari®ank believe they have already
substantial progress. The Company and the Bank ¢@wpleted many of the items in the Consent Ordadsexpect to complete substantially
of the required actions in the Consent Orders lejr ttespective deadline dates. Notwithstanding lmelref as to substantial progress, we
currently undergoing an examination by our new taigu, the OCC, and we can provide no assuranctswaBether the OCC will concur with ¢
belief on what actions will be taken by the OC@ does not so concur.

NOTE 13. SUBSEQUENT EVENTS

A sale of $299 million of Ginnie Mae (GNMA) secues completed in the fiscal second quarter resutteadgain of $11.5 million. The resulti
after-tax gain of $7.2 million will be included RD12 fiscal second quarter earnings. The gaixpee&ed to incrementally increase MetaBank’
Tier 1 core capital ratio by approximately 50 bgsisnts and incrementally increase tangible bookiesdy approximately $2.26 per shar
March 31, 2012.

Item 2. Management's Discussion and Analysis of Financtaldtion and Results of Operatio

META FINANCIAL GROUP, INC ©.
AND SUBSIDIARIES

FORWARD LOOKING STATEMENTS

Meta Financial Group, In€, (“Meta Financial” or “the Company”) and its whplbwned subsidiary, MetaBarik (the “Bank” or “Metabank},
may from time to time make written or oral “forwalabking statements,including statements contained in its filings witre Securities ar
Exchange Commission (“SEC') its reports to stockholders, and in other comitations by the Company, which are made in goaith fay the
Company pursuant to the “safe harbor” provisionthefPrivate Securities Litigation Reform Act of9H

These forward-looking statements include statemwittsrespect to the Comparsybeliefs, expectations, estimates, and intentilbatsare subje
to significant risks and uncertainties, and argesttio change based on various factors, some afhndre beyond the Compasycontrol. Suc
statements address, among others, the followingestsb future operating results; customer retentioan and other product demand; impor
components of the Compamybalance sheet and income statements; growthxqashgion; new products and services, such as tiftesed by th:
Bank or Meta Payment Systefig“MPS"), a division of the Bank; credit quality and adequatyeserves; technology; and our employees.
following factors, among others, could cause then@anys financial performance to differ materially froret expectations, estimates,
intentions expressed in such forwdodking statements: the strength of the UnitedteStaeconomy in general and the strength of thel
economies in which the Company conducts operatithes;effects of, and changes in, trade, monetarg, fiscal policies and laws, includi
interest rate policies of the Board of Governorshef Federal Reserve System (the “Federal Resehe&™FRB” or the “Board”)as well as effor!
of the United States Treasury in conjunction witnk regulatory agencies to stimulate the econongymotect the financial system; inflatis
interest rate, market, and monetary fluctuations;timely development of and acceptance of newymisdand services offered by the Compar
well as risks (including reputational and litigat)oattendant thereto and the perceived overallevafuthese products and services by user:
risks of dealing with or utilizing thirgharty vendors; the scope of restrictions and ccampk requirements imposed by the supervisory dies
and/or the Consent Orders entered into by the Caynpad the Bank with the Office of Thrift Supereisi (“OTS”) and any other such actic
which may be initiated; the impact of changes imaficial servicedaws and regulations, including but not limitedotar relationship with our ne
regulators, the Office of the Comptroller of ther@mcy (“OCC”)and the Federal Reserve; technological changdsiding but not limited to tr
protection of electronic files or databases; adtjaiss; litigation risk in general, including bubtlimited to those risks involving the MPS divisi
the growth of the Company’business as well as expenses related theretogetian consumer spending and saving habits; andubtcess of tl
Company at managing and collecting assets of bam®in default.
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The foregoing list of factors is not exclusive. diibnal discussions of factors affecting the Comypa business and prospects are contained
Company’s periodic filings with the SEC. The Compaxpressly disclaims any intent or obligationufzdate any forwardboking statemen
whether written or oral, that may be made from ttm&me by or on behalf of the Company or its sdiasies.

GENERAL

The Company, a registered unitary savings and tadaing company, is a Delaware corporation, thegpal assets of which are all the issued
outstanding shares of the Bank, a federal savimggk.bUnless the context otherwise requires, rafare herein to the Company include N
Financial and the Bank, and all subsidiaries ofa&hancial, direct or indirect, on a consolidatedis.

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

The following discussion focuses on the consoliddieancial condition of the Company and its sulzsids, at December 31, 2011, compare
September 30, 2011, and the consolidated resutiperfations for the three months ended Decembe2@11, and 2010. This discussion shoul
read in conjunction with the Company's consoliddieancial statements, and notes thereto, for e gnded September 30, 2011.

CORPORATE DEVELOPMENTS AND OVERVIEW

MPS 2012 fiscal first quarter net income was $1iian compared to net income of $1.6 million iretR011 quarter. This increase was prim
the result of a decrease in non-interest experfsg3.5 million when comparing the first quarterfiscal year 2012 to fiscal year 2011.

The fiscal year 2012 Retail Bank first quarter imietome was $1.3 million compared to net loss of7#@illion in the 2011 quarter. The Re
Bank segment focuses primarily on establishing ilemand deposit relationships with commercial actswand consumers. The Retail B
currently operates 12 retail banking branches: inoRings (1) and Sioux Falls (3), South Dakota,Dies Moines (6) and Storm Lake |
lowa. Retail Bank checking balances continuedrtavgrom $55.0 million at December 31, 2010 to $6&iillion, or 7%, at December 31, 2011.

During the quarter ended December 31, 2011, the®@yp. Capital | trust preferred securities, whidd an aggregate fair value of $3.7 mill
were assigned an investment grade rating by twiomelty recognized rating agencies. As a reshl§ security is no longer deemed substan
by the Company as of December 31, 2011.

FINANCIAL CONDITION

At December 31, 2011, the Compasi@ssets grew by $83.7 million, or 6.6%, to $1lHoni compared to $1.3 billion at September 30, 20The

increase in assets was reflected primarily in iases in the Company’s mortgalgaeked and investment securities available for aal a
increase in the Company’s net loans receivablegbff part by a decrease in cash and cash eqnisale
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Total cash and cash equivalents were $156.9 milibBecember 31, 2011, a decrease of $120.0 miliem $276.9 million at September !
2011. The decline primarily was the result of tBempany’s investing of excess liquidity in mortgdmgecked securities and investr
securities. The Company maintains its cash eqeitahvestments in interebearing overnight deposits with the Federal HomarLBank of De
Moines (“FHLB”) and the Federal Reserve Bank of calgio (“FRB”). Federal funds sold deposits may be maintained theh FHLB. A
December 31, 2011, the Company did not have argréééLnds sold.

The total of mortgagbacked securities and investment securities availtds sale increased $193.6 million, or 31.3%,$812.8 million a
December 31, 2011, as purchases exceeded investmaduntities, sales, and principal paydowns. Then@any’s portfolio of securities availak
for sale consists primarily of mortgapecked securities, which have relatively short etg lives. During the three month period er
December 31, 2011, the Company purchased $265lipmilf mortgagebacked securities with estimated future maturiti@ssidering anticipate
prepayments of five years or less and stated ntigsirof 30 years or less. In addition, the Comppoychased $12.2 million of investm
securities.

The Banks portfolio of net loans receivable increased $8illion, or 1.1%, to $317.8 million at December 2011. This increase primar
relates to an increase of $3.4 million in resid@ntmortgage loans, and $2.3 million in MPS consuloans, offset by a decrease in comme
operating loans of $2.3 million.

Premises, furniture, and equipment decreased $illidrmto $17.1 million at December 31, 2011 frorh@2 million at September 30, 2011 du
depreciation exceeding purchases.

Foreclosed real estate and repossessed assetseatte $4.0 million as compared to $2.7 millioisaeptember 30, 2011 due to the foreclosu
assets and loan collateral related to previougbpnted nonperforming loans exceeding sales and write offse Tajority of this increase frc
September 30, 2011 relates to one commercial oekstip totaling $1.7 million which was transferredforeclosed real estate and reposse
assets at December 31, 2011. This relationshiprg@sted under non-performing loans at SeptemBg2@11.

Total deposits increased $83.2 million, or 7.3%$1a2 billion at December 31, 2011. The Bank cuorgs to increase its low- and nost depos
portfolio. Deposits attributable to MPS were uB$8million, or 9.4%, at December 31, 2011, as carag to September 30, 2011. This incr
results mostly from growth in existing core prepaatd programs. Offsetting the above increasesav$8.9 million decrease in certificates
deposits primarily related to a decrease in pubiicds. The average balance of total deposits vak Killion for the three month period en:
December 31, 2011 as compared to $962 millionHersame period in the prior fiscal year.

Total borrowings decreased $0.6 million, or 2.186nf $29.4 million at September 30, 2011 to $28.Hianiat December 31, 2011, primarily ¢
to the growth of deposits.

At December 31, 2011, the Company’s stockholdeggiity totaled $85.6 million, up $5.0 million fro$80.6 million at September 30, 2011. °
increase was related to net income and an inclieabe accumulated other comprehensive incomeimglad the Company securities availak
for sale portfolio which was partially offset byetipayment of dividends on the Company’s commorksteee “Results of Operationbélow). Ai
December 31, 2011, the Bank continues to exceaégilatory requirements for classification as #i-e@pitalized institution. Seeliquidity anc
Capital Resources” for further information.

Non-performing Assets and Allowance for Loan Losses
Generally, when a loan becomes delinquent 90 daysove or when the collection of principal or irget becomes doubtful, the Company
place the loan on a naccrual status and, as a result of this actiorvipusly accrued interest income on the loan is res@ against intere

income. The loan will remain on n@ecrual status until the loan has been broughteotior until other circumstances occur that proddequat
assurance of full repayment of interest and priaicip
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The Company believes that the level of allowaneddan losses at December 31, 2011 is appropristeadequately reflects potential risks rel:
to these loans; however, there can be no assutiaatall loans will be fullycollectible or that the present level of the allowa will be adequate
the future. See “Allowance for Loan Losses” below.

The table below sets forth the amounts and categaf non-performing assets in the Comparnyortfolio. Foreclosed assets include a
acquired in settlement of loans.

Non-Performing Assets As Ol
December 31 September 3C

2011 2011
Non-Performing Loan: (Dollars in Thousands)
Nonr-Accruing Loans
1-4 Family@ $ 178 % 127
Commercial & Multi Family® 10,23¢ 13,02¢
Commercial Business 25 30
Total 10,441 13,18:
Accruing Loans Delinquent 90 Days or More Consumer 23 24
Total 23 24
Total Non-Performing Loans 10,46¢ 13,20¢
Other Asset:
Foreclosed Asset
1-4 Family 84 451
Commercial & Multi Family 1,83¢ 181
Agricultural Real Estat 2,02C 2,02C
Commercial Business 16 19
Total 3,95¢ 2,671
Total Other Assets 3,954 2,671
Total Non-Performing Assets $ 14,41¢ $ 15,877
Total as a Percentage of Total Assets 1.0€% 1.2%

(1) The periods presented include $42,000 of TOR4.4 Family and $3.9 million of TDRs for Commezic& Multi Family. The Company had
an additional $4.8 million of TDRS performing incacdance to their terms at December 31, 2011 apte8ber 30, 2011.

At December 31, 2011, nquerforming loans totaled $10.5 million, represegtt3% of total loans, compared to $13.2 million4dl% of tota
loans at September 30, 2011. The majority of tlésrease from September 30, 2011 relates to oneneacral loan relationship totaling $:
million which was partially charged off with themaining $1.7 million transferred to foreclosed|restate and repossessed assets at Decem|
2011.
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Classified Assets.Federal regulations provide for the classificatidioans and other assets, such as debt and expgtyities considered by !
OCC to be of lessor quality, as "substandard”, bdfl' or "loss." An asset is considered “substmad if it is inadequately protected by 1
current net worth and paying capacity of the obligp of the collateral pledged, if any. “Substamtiaassets include those characterized b
“distinct possibility” that the savings associatiill sustain “some loss” if the deficiencies armgt morrected. Assets classified as “doubttudive

all the weaknesses inherent in those classifietsalsstandard,” with the added characteristic that weaknesses present makelfection o
liquidation in full,” on the basis of currently esting facts, conditions and values, “highly questible and improbable.” Assets classified as “loss’
are those considered “uncollectiblid of such minimal value that their continuancassets without the establishment of a specifieruesis nc
warranted.

General allowances represent loss allowances whasle been established to recognize the inherdntassociated with lending activities,
which, unlike specific allowances, have not bedacaked to particular problem assets. When assetslassified as “lossthe Bank is require
either to establish a specific allowance for loassks equal to 100% of that portion of the assefassified or to chargeff such amount. Tt
Bank’s determination as to the classification of itsetssand the amount of its valuation allowancessatg@ect to review by its regulatc
authorities, who may overrule the Basktlassifications and require the establishmenadtfitional general or specific loss allowancese
discovery of additional information in the futureaynalso affect both the level of classification dimel amount of loss allowances.

On the basis of management's review of its loadsatimer assets, at December 31, 2011, the Compahglassified a total of $38.6 million of
assets as substandard, $56,000 as doubtful and amress. This compares to classifications at édeiper 30, 2011 of $42.7 million
substandard, $60,000 as doubtful and none as léd¢dDecember 31, 2011, $14.9 million out of a tat&l$38.6 million of substandard assel
attributable to the trust preferred securities amgared to $19.9 million out of a total $42.7 noilli of substandard assets at Septembe
2011. See Note 10 to the Notes to Condensed ddasad Financial Statements.

Allowance for Loan LossesThe Company establishes its provision for loandesand evaluates the adequacy of its allowancéo#or losse
based upon a systematic methodology consisting mfimber of factors including, among others, histdoss experience, the overall leve
classified assets and nperforming loans, the composition of its loan politf and the general economic environment withiriclwtthe Compan
and its borrowers operate.

Management closely monitors economic developmeuits tegionally and nationwide, and considers tHastors when assessing the adequa
its allowance for loan losses. While the Compang ha direct exposure to syoime mortgage loans, management reiterates anatesst:
concern that developments in the subne mortgage market may have a direct effectemidential real estate prices and an indirect effache
economy in general. In addition, the economic slown, which recently has shown some signs of apatbontinues to strain the financ
condition of some borrowers. Management theref@leves that future losses in the residentialfpliot may be somewhat higher than histor
experience. It should be noted that a sizeablggooof the Company consumer loan portfolio is secured by residem¢ial estate. Over the p
five years, loss rates in the commercial and nfaltiily real estate market have remained modersii@nagement concludes that future losst
this portfolio may be somewhat higher than recastiohical experience, excluding loan losses relateftaud by borrowers. On the other h:
current trends in agricultural markets continuebégomostly positive. Higher commaodity prices aslvesl above average yields created pos
economic conditions for most farmers in our markdi®netheless, management still expects thatdutsses in this portfolio, which have b
very low, could be higher than recent historicaperxence. Management believes the continuing sémeary economic environment may ¢
negatively impact consumers’ repayment capacities.

At December 31, 2011, the Company has establishedl@vance for loan losses totaling $4.6 millimnpared to $4.9 million at September
2011. Management believes that, based on a detaleelw of the loan portfolio, historic loan lossesrrent economic conditions, the size of
loan portfolio, and other factors, the current leviethe allowance for loan losses at December2B1,1 reflects an appropriate allowance ag
probable losses from the loan portfolio. Althoubke Company maintains its allowance for loan losges level that it considers to be adeqt
investors and others are cautioned that there earotassurance that future losses will not exceéithated amounts, or that additional provis
for loan losses will not be required in future pels. In addition, the Company's determinatiorhefdllowance for loan losses is subject to re
by its regulatory agencies, which can require gtaldishment of additional general or specific \whnces.
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The allowance for loan losses reflects managerseng’st estimate of probable losses inherent inptirgfolio based on currently availa
information. In addition to the factors mentionadove, future additions to the allowance for loassks may become necessary based
changing economic conditions, increased loan bakaonc changes in the underlying collateral of tanlportfolio.

CRITICAL ACCOUNTING POLICIES

The Companys financial statements are prepared in accordaitbeGAAP. The financial information contained withthese statements s, t
significant extent, financial information that iaded on approximate measures of the financial tsffefctransactions and events that have alr
occurred. Based on its consideration of accounmigcies that: (i) involve the most complex andbjgative decisions and assessments which
be uncertain at the time the estimate was made(idmtifferent estimates that reasonably couldénbeen used in the current period, or chanc
the accounting estimate that are reasonably likelypccur from period to period, would have a mafehinpact on the financial statemel
management has identified the policies describémlabas Critical Accounting Policies. This discussand analysis should be read in conjunt
with the Company’s financial statements and theoaqgganying notes presented in Part Il, Item @orsolidated Financial Statements
Supplementary Data” of its Annual Report on ForreKLfor the year ended September 30, 2011 and irdtion contained herein.

Allowance for Loan LossesThe Companys allowance for loan loss methodology incorporatesriety of risk considerations, both quantite
and qualitative, in establishing an allowance foairl loss that management believes is appropriaéact reporting date. Quantitative fac
include the Company’s historical loss experieneinduency and charge-off trends, collateral valebsnges in noperforming loans, and ott
factors. Quantitative factors also incorporate wnoinformation about individual loans, including rbmwers’ sensitivity to interest ra
movements. Qualitative factors include the genecalnomic environment in the Compasyharkets, including economic conditions throug
the Midwest and, in particular, the state of certaidustries. Size and complexity of individua¢dits in relation to loan structure, existing |
policies, and pace of portfolio growth are othealiative factors that are considered in the methogly. As the Company adds new products
increases the complexity of its loan portfoliopill enhance its methodology accordingly. Managetmmeay have reported a materially differ
amount for the provision for loan losses in theesteent of operations to change the allowance fan losses if its assessment of the above fe
were different. Although management believes gwels of the allowance at both December 31, 200l September 30, 2011 were adequa
absorb probable losses inherent in the loan pastfaldecline in local economic conditions or otfeators could result in increasing losses.

Goodwill and Intangible Asset&oodwill represents the excess of acquisition costs the fair value of the net assets acquired purchas
acquisition. Intangible assets include patentdfiby the MPS division. Intangible assets areetestnnually for impairment or more oftet
conditions indicate a possible impairment. Detaing the fair value of a reporting unit involvesetluse of significant estimates
assumptions. These estimates and assumptionslinc&venue growth rates and operating margins tsedlculate future cash flows, risk-
adjusted discount rates, future economic and marteditions, comparison of the Compasyharket value to book value and determinatic
appropriate market comparables. Actual futureltesoay differ from those estimates.

Each quarter the Company evaluates the estimateftilUges of intangible assets and whether evemtshanges in circumstances warra
revision to the remaining periods of amortizatidn.accordance with ASC 35@ccounting for the Impairment or Disposal of Lonigdd Assets
recoverability of these assets is measured by cdsgmaof the carrying amount of the asset to ther&iundiscounted cash flows the ass
expected to generate. If the asset is considerde inpaired, the amount of any impairment is messas the difference between the carr
value and the fair value of the impaired asset.
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Assumptions and estimates about future values emdining useful lives of the Company’s intangibhel ather longived assets are complex ¢
subjective. They can be affected by a variety ofdes, including external factors such as induatrgi economic trends, and internal factors su
changes in the Comparsybusiness strategy and internal forecasts. Althabhg Company believes the historical assumptionsestimates us
are reasonable and appropriate, different assunmgpénd estimates could materially impact the regofihancial results.

Self-Insurance. The Company has a seffsured healthcare plan for its employees up ttagetimits. To mitigate a portion of these riskise
Company has a stdpss insurance policy through a commercial insueacarrier for coverage in excess of $55,000 peawiddal occurrence wit
an unlimited lifetime maximum. The estimate offdekurance liability is based upon known claims andestimate of incurred, but not repo
(“IBNR”) claims. IBNR claims are estimated using historicaims lag information received by a third partgims administrator. Althou¢
management believes it uses the best informatiailedole to determine the accrual, unforeseen hedédtims could result in adjustments to
accrual.

Deferred Tax AssetsThe Company accounts for income taxes accordinbe@sset and liability method. Under this methimferred tax asse
and liabilities are recognized for the future taxsequences attributable to differences betweefirthecial statement carrying amounts of exis
assets and liabilities and their respective taxsbd3eferred tax assets and liabilities are messusing the enacted tax rates applicable to in
for the years in which those temporary differenees expected to be recovered or settled. Defetagdassets are recognized subjec
management’s judgment that realization is morehiteannot. An estimate of probable income tax benefit will not be realized in futu
years is required in determining the necessityafealuation allowance.

Security Impairment.Management continually monitors the investment sgcuportfolio for impairment on a security by seity
basis. Management has a process in place to figesiturities that could potentially have a crédipairment that is other than temporary. -
process involves the length of time and extent hictv the fair value has been less than the amdrtipst basis, review of available informa
regarding the financial position of the issuer, ftamng the rating of the security, cash flow pijens, and the Company's intent to sell a sec
or whether it is more likely than not the Companiyl e required to sell the security before theonegry of its amortized cost which, in so
cases, may extend to maturity. To the extent werdenhe that a security is deemed to be other-tearporarily impaired, an impairment los:
recognized. If the Company intends to sell a sécwni it is more likely than not that the Companguld be required to sell a security before
recovery of its amortized cost, the Company recogmian other-thatemporary impairment in earnings for the differeetween amortized c«
and fair value. If we do not expect to recoverdh®ortized cost basis, we do not plan to sell tieersty and if it is not more likely than not théue
Company would be required to sell a security betbeerecovery of its amortized cost, the recognitid the other-thatemporary impairment
bifurcated. For those securities, the Company seépsathe total impairment into a credit loss congmbmecognized in earnings, and the amou
the loss related to other factors is recognizeatfier comprehensive income net of taxes.

The amount of the credit loss component of a debtisty impairment is estimated as the differenegvieen amortized cost and the present \
of the expected cash flows of the security. Thesg@me value is determined using the best estimate ffaws discounted at the effective inte
rate implicit to the security at the date of pusshar the current yield to accrete an aslsatked or floating rate security. Cash flow esteadol
trust preferred securities are derived from scedaaised outcomes of forecasted default rates, lossige prepayment speeds and struct
support.
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Level 3 Fair Value Measureme. GAAP requires the Company to measure the fairevaf financial instrumentsnder a standard which descri
three levels of inputs that may be used to meafairevalue. Level 3 measurement includes significanobservable inputs that reflect
Companys own assumptions about the assumptions that mpaketipants would use in pricing an asset oriliigh Level 3 assets and liabiliti
include financial instruments whose value is deteea using pricing models, discounted cash flowhuodblogies, or similar techniques, as \
as instruments for which the determination of failue requiresignificant management judgment or estimation. élfh management belie
that it uses a best estimate of information avéelad determine fair value, due to the uncertaoftjuture events, the approach includgsraces
that may differ significantly from other methodoleg and still produce an estimate that is in acocd with GAAP.

RESULTS OF OPERATIONS

General. The Company recorded net income of $3.1 million,9@rcents per diluted share, for the three montide@ December 31, 20
compared to net income of $0.7 million, or 23 cgesdiluted share, for the same period in fisegn2011.

The change in net income for the current period affescted by many factors within the general catiegoof netinterest income, net inter
income after provision for loan losses, total noteiest income, total non-interestpense, and income tax expense. Those factodissmessed i
more detail below. In general, net interest incanoeeased from $8.3 million to $8.6 million for theree month period ended December 31,
from the prior comparable period. The provision lfzan losses increased from a small negative pravi® $700,000 fothe three month peric
ended December 31, 2011 from the prior comparablisg. Total non-interest incomecreased from $15.3 million to $15.7 for the threentt
period ended December 31, 2011 from the prior coaipe period, and total ndnterest expense, the prime driver in this quartertrease
income, decreased from $21.6 million to $18.8 willduring the same time periods.

Net Interest Income Net interest income for the 2012 fiscal first qaaincreased by $0.3 million, or 4.4%, to $8.6lion from $8.3 million fou
the same period in the prior fiscal year. Netresé margin decreased to 3.02% for the first quartdiscal year 2012 as compared to 3.31%
the same period in 2011. Overall, asset yielddiret by 49 basis points due primarily to a chaitgasset mix to more government guaran
mortgage-backed securities. Our government guaedmnortgagéacked securities comprise 57% of average intewsting assets comparet
48% one year ago.

Overall, rates on all deposits and inteflesaring liabilities decreased by 20 basis pointsnfi0.55% in the 2011 quarter to 0.35% in 2012

December 31, 2011, low- and wost checking deposits represented 90% of totabslepcompared to 87% one year earlier. The grdn
deposits was driven by an increase of $221.8 millay 28%, in deposits generated by MPS at DeceBibe2011 as compared to one year earlier.
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The following tables present, for the periods imatkl, the Company’s total dollar amount of inteiesbme from average interes#rning asse
and the resulting yields, as well as the intergptase on average interdsaring liabilities, expressed both in dollars aatgs. No tax equivale
adjustments have been made, as these are not emtsid be significant. Noaecruing loans have been included in the tabl@assl carrying
zero yield.

Three Months Ended December 31 2011 2010
(Dollars in Thousand:s Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 320,44¢ % 4,54( 5.64% $ 360,14¢ $ 5,44 6.0(%
Mortgage-backed securitie 652,52: 4,781 2.92% 473,61! 3,91¢ 3.28%
Other investments and fed funds so 166,29¢ 28¢ 0.65% 158,02¢ 25E 0.64%
Total interest-earning asset: 1,139,26: $ 9,61°f 3.36% 991,79( $ 9,62( 3.85%
Non-interest-earning assets 64,90¢ 86,74¢
Total assets $ 1,204,16! $ 1,078,53
Non-interest bearing depos $ 848,62: $ - 0.0(% $ 686,31( $ - 0.0(%
Interest-bearing liabilities:
Interes-bearing checkini 32,59¢ 80 0.9¢% 31,44 138 1.68%
Savings 11,53: 9 0.31% 10,76( 9 0.32%
Money market: 38,11¢ 42 0.44% 34,17: 69 0.8(%
Time deposit: 113,66( 522 1.82% 130,84: 67¢ 2.06%
FHLB advance: 42,13¢ 19¢ 1.8&% 50,81¢ 32z 2.51%
Other borrowings 17,451 12t 2.85% 17,27¢ 131 3.01%
Total interest-bearing liabilities 255,49: 977 1.52% 275,30¢ 1,34z 1.92%
Total deposits and interes-bearing
liabilities 1,104,11° $ 977 0.35% 961,61¢ $ 1,34 0.55%
Other non-interest bearing liabilities 19,32¢ 16,67¢
Total liabilities 1,123,441 978,29:
Stockholders' equity 80,72: 100,24!
Total liabilities and stockholders'
equity $ 1,204,16! $ 1,078,53

Net interest income and net interest |
spread including non-interest bearir
deposits $ 8,63¢ 3.01% $ 8,27¢ 3.3(%

Net interest margin 3.02% 3.31%
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Provision for Loan Losse The Company recognized a provision for loan lessahe first quarter of fiscal year 2012 of $iflion compared t
a negative provision of $28,000 for the same peinothe prior fiscal year. This was the result foé evaluation of the allowance for loan los
noted in Note 3.

Nor-Interest Income. Non-nterest income increased by $0.4 million, or 2.386$15.7 million from $15.3 million in the prioistal year firs
quarter. The Bank recorded a gain on sale of g@=um the 2012 fiscal first quarter of $1.0 not compared to $0.5 million in the prior fis
year first quarter. In addition, fees earned onSM@ated programs were $5.3 million for the firsiager of fiscal year 2012, compared to ¢
million for the same quarter in fiscal year 2011.

Nor-Interest Expense.Nondinterest expense decreased by $2.8 million, or%3tb $18.8 million for the first quarter of fiscgéar 2012 fror
$21.6 million for the same quarter in fiscal ye&12. This decrease is primarily attrituable toeduction in goodwill impairment expen
compensation expense and other expense.

There was no goodwill impairment expense in theghmonths ended December 31, 2011. Goodwill impait expense was recorded for
three months ended December 31, 2010 of $1.5 mitlice to the Retail Bank segmentirite off of goodwill due to impairment relatedrparily
to the decline in stock price of the Company.

Compensation expense decreased $0.6 million to@illdn for the three months ended December 31,128s compared to $7.8 million for
same period in fiscal year 2011. Overall stafim§% lower than at December 31, 2010.

Other expenses decreased by $0.5 million from trertgr ended December 13, 2010 to the quarter ebdedmber 31, 2011. There was
reserve for loss on fraudulently authorized wiangfers in the three months ended December 31, 204 Company recorded a loss resen
$0.6 million for the 3 months ended December 31,020

Income Taxlncome tax expense for the first quarter of fisedr 2012 was $1.7 million, or an effective taxerat 36.0%, compared to income
expense of $1.3 million, or an effective tax rat®®.8%, for the same period in the prior fiscahyeThe Companyg recorded income tax expe
and the effective tax rate for the first quartefistal year 2011 was impacted by permanent diffees between book and taxable income prim
related to the write off of goodwill of $1.5 millo

LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are depdsitsowings, principal and interest payments anand mortgageacked securities, a
maturing investment activities. While scheduledhleepayments and maturing investments are relgtiveddictable, deposit flows, prepayme
on mortgagebacked securities and early loan repayments aleeimded by the level of interest rates, generalnesoc conditions, ar
competition.

The Company uses its capital resources princigalipeet ongoing commitments to fund maturing degtes of deposits and loan commitme
to maintain liquidity, and to meet operating expEnsAt December 31, 2011, the Company had commisrte originate and purchase loans
unused lines of credit totaling $45.5 million. T@empany believes that loan repayment and otharceswf funds will be adequate to mee
foreseeable short- and long-term liquidity needs.
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Regulations require the Bank to maintain minimunoants and ratios of total risk-based capital arer Ti capital to riskweighted assets, ant
leverage ratio consisting of Tier 1 capital to aggr assets. The following table sets forth thekBaactual capital and required capital ama
and ratios at December 31, 2011 which, at that, @xtseeded the minimum capital adequacy requiresnent

Minimum
Requirement to Be
Minimum Well Capitalized
Requirement For Under Prompt
Capital Adequacy Corrective Action
Actual Purposes Provisions
At December 31, 201! Amount Ratio Amount Ratio Amount Ratio
(Dollars in Thousand:s
MetaBank
Tangible capital (to tangible asse ~ $ 83,77: 6.21% $ 20,23: 15% $ n/e n/e%
Tier 1 (core) capital (to adjusted tot:
assets 83,77: 6.21 53,95¢ 4.0C 67,444 5.0C
Tier 1 (core) capital (to risk-weighte:
assets 83,77: 17.6: 19,01¢ 4.0C 28,52: 6.0C
Total risk-based capital (to risk-
weighted assett 88,33¢ 18.5¢ 38,03 8.0C 47,53¢ 10.0¢

The Federal Deposit Insurance Corporation Improvendet of 1991 (FDICIA) established five regulatacgpital categories and authorized
banking regulators to take prompt corrective actidth respect to institutions in an undercapitalizmtegory. At December 31, 2011, the E
exceeded all requirements for the well capitalizatbgory.

Item 3. Quantitative and Qualitative Disclosure About MdrRésk
MARKET RISK
The Company is exposed to the impact of interdstahanges and changes in the market value gfiestments.

The Company originates predominantly adjustable-taans and fixed-rate loans up to ten years. leng fixedrate residential mortgag
are sometimes sold into the secondary market. Asat of its lending practices, the Companigan portfolio is relatively short in durationd
yields respond quickly to the overall level of irgst rates.

The Company's primary objective for its investmpattfolio is to provide the liquidity necessary nteet the Compang’cash demands. T
portfolio may also be used in the ongoing managémkimterest rate risk. As a result, funds mayirhested among various categories of sec
types and maturities based upon the Company's foedidjuidity and its desire to create an econoimétige against the effects that chang:
interest rates may have on the overall market vafike Company.

The Company offers a full range of deposit prodwetéch are generally short term in nature. Intebesaring checking, savings, and ma
market accounts generally provide a stable soufdeir@s for the bank and also respond relativelyckly to changes in short term inter
rates. The Company offers certificates of depadih maturities of three months through five yeamhich serve to extend the duration of
overall deposit portfolio. A significant and ineseng portion of the Company’s deposit portfolic@centrated in non-interesearing checkin
accounts. These accounts serve to decrease thpabgts overall cost of funds and reduce its serigjtto changes in short term interest rates.
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The Company also maintains a small portfolio of iesale borrowings, predominantly advances from EhLB and FRB, including bo
overnight advances and advances that carry fixedsteand fixed rates of interest. The Company a&di this portfolio to manage liquid
demands and also, when appropriate, in the ongoamgagement of interest rate risk.

The Board of Directors has established limits anlével of acceptable interest rate risk for th@BaThere can be no assurance, however, tt
the event of an adverse change in interest rdtesCompany's efforts to limit interest rate risk Wwe successful.

Net Portfolio Value The Bank uses a Net Portfolio Value ("NPV") amio to the quantification of interest rate riskisTapproach calculates
difference between the present value of expectstl flaws from assets and the present value of ¢ggezash flows from liabilities, as well
cash flows from any off-balance sheet contracteandjement of the Bard'assets and liabilities is performed within theateat of the
marketplace, but also within limits establishedtlhy Board of Directors on the amount of change BVNhat is acceptable given certain inte
rate changes.

Presented below, at December 31, 2011 and Septe86b2011, is an analysis of the Bamkiterest rate risk as measured by changes in fdF
an instantaneous and sustained parallel shiftaryield curve, in 100 basis point increments, ug @own 200 basis points. Down 100 basis p
and down 200 basis points are not presented foember 31, 2011 and September 30, 2011 due to theney low rate environment. At bc
December 31, 2011 and September 30, 2011, the Bantérest rate risk profile was within the intéreensitivity limits set by the Board
Directors.

December 31, 201 September 30, 201
Estimated Increase Estimated Increase
Estimated in NPV Estimated in NPV
Change in NPV Change in NPV
Interest Rates Amount Amount Percent Interest Rates Amount Amount Percent
(Dollars in (Dollars in
Thousands Thousands
Basis Points Basis Points
+20Cbp 163,95 14,51: 9.71% +20Cbp 129,69¢ 32,17 32.99%
+10Cbp 164,42 14,98( 10.02% +10Cbp 121,36: 23,83¢ 24.44%
- 149,44 - - - 97,52 - -

Certain shortcomings are inherent in the methodnaflysis presented in the preceding table. For plgnalthough certain assets and liabili
may have similar maturities or periods to repricitigey may react in different degrees to changesdrket interest rates. Also, the interest rate
certain types of assets and liabilities may flutduia advance of changes in market interest ratbde interest rates on other types may lag be
changes in market rates. Additionally, certain sssich as adjustabtate mortgage loans, have features that restramigés in interest rates o
shortterm basis and over the life of the asset. Furtbegmalthough management has estimated changée ilevels of prepayments and e
withdrawal in these rate environments, such lewalsld likely deviate from those assumed in caldoathe 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 alsoeesi gap reports, which measure the differencesseta and liabilities repricing in given ti
periods, and net income simulations to assesstisdst rate risk profile. Management reviewsriteriest rate risk profile on a quarterly 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 absphgsurance that its objectives will
met. Furthermore, no evaluation of controls cavjale absolute assurance that all control issudsretances of fraud, if any, have been dete

DISCLOSURE CONTROLS AND PROCEDURES

The Company’s management, with the participatiorthef Companys Chief Executive Officer and Chief Financial Offic has evaluated t
effectiveness of the Company’s “disclosure contesld procedures”, as such term is defined in RlBas— 15(e) and 15d15(e) of the Securitit
Exchange Act of 1934 (“Exchange Act”) as of the efithe period covered by the report.

Based upon that evaluation, our Chief Executiveio®ff and Chief Financial Officer concluded that,D#cember 31, 2011, the Company’
disclosure controls and procedures were effectivprovide reasonable assurance that (i) the infobomaequired to be disclosed by us in
report was recorded, processed, summarized andtedpwithin the time periods specified in the SEflikes and forms, and (ii) informati
required to be disclosed by us in our reports Wefile or submit under the Exchange Act is accuatad and communicated to our manager
including our principal executive and principaldircial officers, or persons performing similar ftiogs, as appropriate to allow timely decisi
regarding required disclosure.

INTERNAL CONTROL OVER FINANCIAL REPORTING

With the participation of the Comparsy’management, including its Chief Executive Offiegrd Chief Financial Officer, the Company :
conducted an evaluation of the Companyiternal control over financial reporting to detene whether any changes occurred during
Company'’s fiscal quarter ended December 31, 2014t have materially affected, or are reasonablglyiko materially affect, the Comparsy’
internal control over financial reporting. Basatdsuch evaluation, management concluded that, teeafnd of the period covered by this rej
there have not been any changes in the Compangtaah control over financial reporting (as suctmtés defined in Rules 13a-15(f) and 158(f)
under the Exchange Act) during the fiscal quantewhich this report relates that have materialfeeted, or are reasonably likely to materi
affect, the Company's internal control over finahceporting.
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META FINANCIAL GROUP, INC.

PART Il - OTHER INFORMATION

FORM 10-Q
Item 1. Legal Proe edings— See “Legal Proceedingsf Note 6 to the Notes to Condensed Consolidatedrigial Statements, which
incorporated herein by referen:
Item 1A . Risk FactorsIn addition to the other information set forth histreport, you should carefully consider the festdiscussed in Par

“ltem 1A. Risk Factors” in our Annual Report on RorlOK for the year ended September 30, 2011. Additiaisks ant
uncertainties not currently known to us or thatouerently deem immaterial may also materially addeaisely affect us in the futur

Item 2. Unregistered Sales of Equity Securities and Uderoéeed— None
Item 3. Defaults Upon Senior Securiti—- None

Item 4. Mine Safety Disclosure- None

Item 5. Other Informatior— None

Item 6. Exhibits

See Index to Exhibits.

43




Table of Content
META FINANCIAL GROUP, INC.
SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the Registrant has duly causidréport to be signed on its behalf by
undersigned thereunto duly authorized.

META FINANCIAL GROUP, INC.

Date: February 14, 201 By: /s/J. Tyler Haah
J. Tyler Haahr, Presider
and Chief Executive Office

Date: February 14, 201 By: /s/ David W. Leedon

David W. Leedom, Executive Vice Presid
and Chief Financial Office
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INDE X 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

32.2 Section 906 certification of Chief Financial Offic

101.INS Instance Documer

101.SCH XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.DEF XBRL Taxonomy Extension Definition Linkbase Docunh
101.LAB XBRL Taxonomy Extension Label Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
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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. | have reviewed this quarterly report on Forn-Q of Meta Financial Group, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circunegts under which such statements were made, nigtadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, a&her financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgtfe periods presented in this rep

4. The registrarg’ other certifying officer(s) and | are responsifie establishing and maintaining disclosure cdstiend procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢&)) and internal control over financial repogtifas defined in Exchange Act R
13e-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedunesaosed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidiatieg to the registrant, including its consolidh®uibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this report is being prepa

(b) Designed such internal control over financial rejpgy; or caused such internal control over finahm@porting to be designed uni
our supervision, to provide reasonable assurangarding the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regmtsadisclosure controls and procedures and presé@ntai report our conclusions about
effectiveness of the disclosure controls and proes] as of the end of the period covered by #y®nt based on such evaluat
and

(d) Disclosed in this report any changes inrdgistrant’s internal control over financial refdog that occurred during the registrant’
most recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbr®, that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrarg’ other certifying officer(s) and | have discloseédsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theeden!
functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal controgiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refimncial information; ant

(b) Any fraud, whether or not material, thavdives management or other employees who have réfisant role in the registrarg’
internal control over financial reportin

Date: February 14, 201

/sl J. Tyler Haah
Chief Executive Office
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Exhibit 31.2

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

I, David W. Leedom, certify that:
1. | have reviewed this quarterly report on Forn-Q of Meta Financial Group, Inc

2. Based on my knowledge, this report does not corgainuntrue statement of a material fact or omistede a material fact necessar
make the statements made, in light of the circunegts under which such statements were made, nigtadisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, a&her financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, amgtfe periods presented in this rep

4. The registrarg’ other certifying officer(s) and | are responsifie establishing and maintaining disclosure cdstiend procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢&)) and internal control over financial repogtifas defined in Exchange Act R
13e-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedunesaosed such disclosure controls and procedurdse tdesigned under ¢
supervision, to ensure that material informatidiatieg to the registrant, including its consolidh®uibsidiaries, is made known tc
by others within those entities, particularly dgrithe period in which this report is being prepa

(b) Designed such internal control over financial rejpgy; or caused such internal control over finahm@porting to be designed uni
our supervision, to provide reasonable assurangarding the reliability of financial reporting artle preparation of financi
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the regmtsadisclosure controls and procedures and presé@ntai report our conclusions about
effectiveness of the disclosure controls and proes] as of the end of the period covered by #y®nt based on such evaluat
and

(d) Disclosed in this report any changes inrdgistrant’s internal control over financial refdog that occurred during the registrant’
most recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbr®, that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrarg’ other certifying officer(s) and | have discloseédsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theeden!
functions):

(a) All significant deficiencies and material weaknesgethe design or operation of internal controgiofinancial reporting which a
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refimncial information; ant

(b) Any fraud, whether or not material, thavdives management or other employees who have réfisant role in the registrarg’
internal control over financial reportin

Date: February 14, 201

/s/ David W. Leedon
Chief Financial 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 Decen
31, 2011 as filed with the Securities and Excha@igmmission on the date hereof (the “Repoit”)]. Tyler Haahr, Chief Executive Officer of
Company, certify, pursuant to section 906 of theb&aes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) the information contained in the Reportlfapresents, in all material respects, the finahcondition and result of operations of the
Company

By: /s/ J. Tyler Haah
Name: J. Tyler Haat
Chief Executive Office
February 14, 201




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 Decen
31, 2011 as filed with the Securities and Excha@gemission on the date hereof (the “Repott"David W. Leedom, Chief Financial Officer
the Company, certify, pursuant to section 906 ef$larbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) the information contained in the Reportlfapresents, in all material respects, the finahcondition and result of operations of the
Company

By: /s/ David W. Leedon
Name: David W. Leedor
Chief Financial Office|
February 14, 201




