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META FINANCIAL GROUP, INC.  

AND SUBSIDIARIES  
Condensed Consolidated Statement of Financial Condition (Unaudited)  

            
            

ASSETS    December 31, 
2005    

September 30, 
2005    

            
Cash and due from banks    $ 8,741,087   $ 5,390,455   
Interest-bearing deposits in other financial institutions -                
     short-term (cost approximates market value)      16,024,419     8,979,299   
           Total cash and cash equivalents      24,765,506     14,369,754   
Securities purchased under agreements to resell      42,395,050     37,513,348   
Securities available for sale      215,867,268     230,892,565   
Loans receivable - net of allowance for loan losses of                
     of $7,256,613 at December 31, 2005 and $7,222,404                
     at September 30, 2005      420,755,867     440,190,245   
Loans held for sale      303,063     306,000   
Federal Home Loan Bank stock, at cost      7,090,800     8,161,000   
Accrued interest receivable      4,075,155     4,240,694   
Premises and equipment, net      15,624,051     15,126,069   
Foreclosed real estate and repossessed assets      2,595,850     4,706,414   
Bank owned life insurance      12,478,497     12,332,337   
Goodwill      3,403,019     3,403,019   
Other assets      5,929,289     5,107,497   
                
                 Total assets    $ 755,283,415   $ 776,348,942   
                
LIABILITIES AND SHAREHOLDERS ’  EQUITY                
                
LIABILITIES                
Noninterest-bearing demand deposits    $ 134,501,379   $ 102,164,156   
Savings, NOW and money market demand deposits      174,853,175     170,484,053   
Time certificates of deposit      241,143,940     268,122,096   
                 Total deposits      550,498,494     540,770,305   
Advances from Federal Home Loan Bank      134,755,000     159,705,000   
Securities sold under agreements to repurchase      15,216,778     20,507,051   
Subordinated Debentures      10,310,000     10,310,000   
Advances from borrowers for taxes and insurance      278,360     271,273   
Accrued interest payable      708,348     941,935   
Accrued expenses and other liabilities      1,342,852     884,688   
                 Total liabilities      713,109,832     733,390,252   
                
SHAREHOLDERS’ EQUITY                
Preferred stock, 800,000 shares authorized, no shares                
     issued or outstanding      -    -  
Common stock, $.01 par value; 5,200,000 shares authorized,                
     2,957,999 shares issued, 2,503,655 shares outstanding      29,580     29,580   
Additional paid-in capital      20,636,428     20,646,513   
Retained earnings - substantially restricted      34,747,203     34,557,258   
Accumulated other comprehensive (loss)      (4,259,736 )    (3,180,607 ) 
Unearned Employee Stock Ownership Plan shares      (710,895 )    (825,057 ) 
Treasury stock, 445,344 common shares, at cost      (8,268,997 )    (8,268,997 ) 
                 Total shareholders’  equity      42,173,583     42,958,690   



 

                
                 Total liabilities and shareholders’ equity    $ 755,283,415   $ 776,348,942   
                
See Notes to Consolidated Financial Statements.                
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META FINANCIAL GROUP, INC.  
AND SUBSIDIARIES  

Condensed Consolidated Statement of Operations (Unaudited)  
            
    Three Months Ended    
    December 31,    
            
    2005    2004    
            
Interest and dividend income:                
     Loans receivable, including fees    $ 7,586,572   $ 6,760,835   
     Securities available for sale      2,521,337     2,941,112   
     Dividends on Federal Home Loan Bank stock      68,964     82,744   
      10,176,873     9,784,691   
Interest Expense:                
     Deposits      3,346,728     2,685,172   
     FHLB advances and other borrowings      2,109,892     2,412,502   
      5,456,620     5,097,674   
                
Net interest income      4,720,253     4,687,017   
                
Provision for loan losses      40,500     177,000   
                
Net interest income after provision for loan losses      4,679,753     4,510,017   
                
Non-interest income:                
     Deposit service charges and other fees      343,767     329,034   
     Gain on sales of loans, net      54,978     35,742   
     Bank owned life insurance      163,642     126,645   
     Gain on sales of foreclosed real estate, net      2,735     -  
     Card fees      1,218,131     28,442   
     Other income      62,340     91,721   
           Total non-interest income      1,845,593     611,584   
                
Non-interest expense:                
     Employee compensation and benefits      3,267,910     2,910,389   
     Occupancy and equipment expense      839,395     731,610   
     Deposit insurance premium      15,634     19,621   
     Data processing expense      193,345     183,676   
     Legal expense      590,933     60,887   
     Other expense      883,350     579,580   
           Total non-interest expense      5,790,567     4,485,763   
                
Net income before income tax expense      734,779     635,838   
                
Income tax expense      219,359     193,896   
                
Net income    $ 515,420   $ 441,942   
                
Earnings per common share:                
     Basic    $ 0.21   $ 0.18   
     Diluted      0.21     0.18   
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META FINANCIAL GROUP, INC.  
AND SUBSIDIARIES  

Condensed Consolidated Statement of Comprehensive (Loss) (Unaudited)  
            
    Three Months Ended    
    December 31,    
            
    2005    2004    
            
Net income    $ 515,420   $ 441,942   
                
Other comprehensive (loss):                
     Change in net unrealized losses on                
      securities available for sale      (1,718,625 )    (1,174,667 ) 
     Deferred income tax benefit      (639,496 )    (437,094 ) 

                
     Total other comprehensive (loss)      (1,079,129 )    (737,573 ) 
                
Total comprehensive (loss)      ($563,709 )    ($295,631 ) 
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META FINANCIAL GROUP, INC.  
AND SUBSIDIARIES  

Condensed Consolidated Statement of Changes in Shareholders' Equity (Unaudited)  
For the Three Months Ended December 31, 2005  

                                
                Accumulated    Unearned           
                Other    Employee           
        Additional        Comprehensive   Stock        Total    
    Common   Paid-in    Retained    (Loss),    Ownership   Treasury    Shareholders’   

    Stock    Capital    Earnings    Net of Tax    
Plan 

Shares    Stock    Equity    
                                
Balance, September 30, 2005    $ 29,580   $ 20,646,513   $ 34,557,258   $  (3,180,607 ) $ (825,057 ) $ (8,268,997 ) $  42,958,690   
                                              
Cash dividends declared on common                                              
     stock ($.13 per share)      -    -    (325,475 )   -    -    -    (325,475 ) 
                                              
5,100 common shares committed to be                                              
     released under the ESOP      -    (10,085 )   -    -    114,162     -    104,077   
                                              
Change in net unrealized losses on                                              
     securities available for sale, net of      -    -    -    (1,079,129 )   -    -    (1,079,129 ) 
                                              
Net income for three months ended                                              
     December 31, 2005      -    -    515,420     -    -    -    515,420   
                                              
Balance, December 31, 2005    $ 29,580   $ 20,636,428   $ 34,747,203   $  (4,259,736 ) $ (710,895 ) $ (8,268,997 ) $  42,173,583   
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META FINANCIAL GROUP, INC.  

AND SUBSIDIARIES  
Condensed Consolidated Statement of Cash Flows (Unaudited)  

            
    Three Months Ended December 31,    
    2005    2004    
            
Cash Flows from operating activities:                
     Net income    $ 515,420   $ 441,942   
     Adjustments to reconcile net income to net cash from operating activities:                
           Depreciation, amortization and accretion, net      793,633     1,005,284   
           Provision for loan losses      40,500     177,000   
           Proceeds from sales of loans held for sale      2,986,490     2,332,355   
           Originations of loans held for sale      (2,983,552 )    (2,112,355 ) 
           Net change in accrued interest receivable      165,539     (12,506 ) 
           Net change in other assets      (328,449 )    (133,389 ) 
           Net change in accrued interest payable      (233,587 )    55,037   
           Net change in accrued expenses and other liabilities      458,164     249,957   
                 Net cash provided by operating activities      1,414,158     2,003,325   
                
Cash flow from investing activities:                
     Purchase of securities available for sale      (108,522 )    (15,459,228 ) 
     Net change in securities purchased under agreement to resell      (4,881,702 )    -  
     Proceeds from maturities and principal repayments of                
      securities available for sale      13,020,024     21,452,368   
     Net change in loans receivable      29,353,824     (27,430,666 ) 
     Loans purchased      (9,968,552 )    (7,442,015 ) 
     Proceeds from sales of foreclosed real estate and reposessed assets      2,134,425     2,500   
     Purchase of shares by ESOP      -    (423,400 ) 
     Change in FHLB stock      1,070,200     (124,600 ) 
     Purchase of premises and equipment      (807,631 )    (350,953 ) 

                 Net cash provided by (used in) investing activities      29,812,066     (29,775,994 ) 
                
Cash flows from financing activities:                
     Net change in noninterest-bearing demand, savings, NOW, and                
      money market demand deposits    $ 36,706,345   $ 5,650,145   
     Net change in time deposits      (26,978,156 )    22,303,834   
     Proceeds from advances from Federal Home Loan Bank      262,800,000     854,200,000   
     Repayments of advances from Federal Home Loan Bank      (287,750,000 )    (851,150,000 ) 
     Net change in securities sold under agreements to repurchase      (5,290,273 )    (2,776,679 ) 
     Net change in advances from borrowers for taxes and insurance      7,087     41,663   
     Cash dividends paid      (325,475 )    (324,072 ) 
     Proceeds from exercise of stock options      -    37,844   
     Purchase of treasury stock      -    (25,655 ) 
                 Net cash provided by (used in) financing activities      (20,830,472 )    27,957,080   
                
Net change in cash and cash equivalents      10,395,752     184,411   
                
Cash and cash equivalents at beginning of period      14,369,754     8,936,569   
Cash and cash equivalents at end of period    $ 24,765,506   $ 9,120,980   
                
Supplemental disclosure of cash flow information                
     Cash paid during the period for:                
           Interest    $ 5,690,207   $ 5,042,637   



   
 
   

           Income taxes      -    40,076   
                
Supplemental schedule of non-cash investing and financing activities:                
     Loans transferred to foreclosed real estate    $ 23,861   $ 2,500   

7 



 
META FINANCIAL GROUP, INC.  

AND SUBSIDIARIES  
Notes to Consolidated Financial Statements (Unaudited)  

 
 
1.             SUMMARY OF SIGNIFICANT ACCOUNTING PO LICIES  
 

The accounting policies followed by Meta Financial Group, Inc. ("Meta Group” or the "Company") and its consolidated subsidiaries, 
MetaBank, MetaBank West Central ("MetaBank WC"), Meta Trust Company (“Meta Trust”), First Services Financial Limited and 
Brookings Service Corporation, for interim reporting are consistent with the accounting policies followed for annual financial 
reporting. All adjustments that, in the opinion of management, are necessary for a fair presentation of the results for the periods 
reported have been included in the accompanying unaudited consolidated financial statements, and all such adjustments are of a 
normal recurring nature. The accompanying financial statements do not purport to contain all the necessary financial disclosures 
required by generally accepted accounting principles that might otherwise be necessary in the circumstances and should be read in 
conjunction with the Company's consolidated financial statements, and notes thereto, for the year ended September 30, 2005.  

   
 
2.             ALLOWANCE FOR LOAN LOSSES    
 

At December 31, 2005, the Company has established an allowance for loan losses totaling $7.3 million, compared to $7.2 million at 
September 30, 2005. The allowance represented approximately 118% of the total non-performing loans at December 31, 2005, while 
the allowance at September 30, 2005 represented approximately 1,067% of the total non-performing loans at that date.  

 
The following table sets forth an analysis of the activity in the Company's allowance for loan losses for the three-month periods ended 
December 31, 2005 and December 31, 2004:  

 

 
The allowance for loan losses reflects management’s best estimate of probable losses inherent in the portfolio based on currently 
available information. Future additions to the allowance for loan losses may become necessary based upon changing economic 
conditions, increased loan balances or changes in the underlying collateral of the loan portfolio.  
 
As has been previously disclosed, the Company has established an allowance and taken charge offs in prior periods attributable to 
potential and actual losses from the Company’s loans to a group of automobile sales, service, and financing companies and their 
principal owner. The Company has estimated its range of potential losses from this transaction at between $1.90 million and $4.88 
million.  

 
 
   
 

      2005    2004      
      (In Thousands)      
  Balance, September 30,    $ 7,222   $ 5,371     
  Charge-offs      ( 8 )    (11 )   
  Recoveries      2     3     
  Additions charged to operations      41     177     
  Balance, December 31,    $ 7,257   $ 5,540     
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3.             EARNINGS PER SHARE  
 

Basic earnings per share is based on net income divided by the weighted average number of shares outstanding during the period. 
Diluted earnings per share shows the dilutive effect of additional common shares issuable under stock options.  

 
A reconciliation of the numerators and denominators used in the basic earnings per common share and the diluted earnings per 
common share computations for the three months ended December 31, 2005 and 2004 is presented below.  
 

   
 

 
 
4.             COMMITMENTS  
 

At December 31, 2005 and September 30, 2005, the Company had outstanding commitments to originate and purchase loans totaling 
$71.3 million and $69.6 million, respectively, excluding undisbursed portions of loans in process. It is expected that outstanding loan 
commitments will be funded with existing liquid assets.  

 

      Three Months Ended      
        December 31,      
        2005      2004      
  Basic Earnings Per Common Share:                  
  Numerator:                  
       Net Income    $ 515,420   $ 441,942     
  Denominator:                  
       Weighted average common shares                 
        outstanding      2,503,655     2,491,544     
       Less: Weighted average unallocated                 
         ESOP shares      (35,057 )    (31,875 )   
       Weighted average common shares                   
          outstanding for basic earnings                 
          per share      2,468,598     2,459,669     
                    
  Basic earnings per common share    $ 0.21   $ 0.18     

      Three Months Ended      
        December 31,      
        2005      2004      
  Diluted Earnings Per Common Share:                  
  Numerator:                  
       Net Income    $ 515,420   $ 441,942     
  Denominator:                  
       Weighted average common shares                   
        outstanding for basic earnings per                 
        common share      2,468,598     2,459,669     
       Add: Dilutive effects of assumed                 
         exercise of stock options, net                 
        of tax benefits      38,554     62,595     
       Weighted average common and                   
         dilutive potential common shares                 
        outstanding      2,507,152     2,522,264     
                    
  Diluted earnings per common share    $ 0.21   $ 0.18     
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5.             INTANGIBLE ASSETS  
 

 
     

 

 

 

 

   
   
   

  As of December 31, 2005 and September 30, 2005 the Company had intangible assets of $3,403,019, all of which has been determined 
to be goodwill. There was no goodwill impairment loss or amortization related to goodwill during the three-month periods ended 
December 31, 2005 and 2004.  

6.  STOCK OPTION PLAN  

  Prior to October 1, 2005, the Company accounted for its stock option plans under the recognition and measurement provisions of APB 
Opinion No. 25, Accounting for Stock Issued to Employees and related Interpretations, as permitted by SFAS No. 123, Accounting for 
Stock-Based Compensation . No stock-based employee compensation cost was recognized for stock options in the Statement of 
Operations for the year ended September 30, 2005 or prior years, as all options granted under those plans had an exercise price equal 
to the market value of the underlying common stock on the date of grant. Effective October 1, 2005, the Company adopted the fair 
value recognition provisions of SFAS No. 123(R), Share-Based Payment , using the modified-prospective-transition method. Under 
that transition method, compensation cost recognized in the quarter ended December 31, 2005 includes: (a) compensation cost for all 
share-based payments granted prior to, but not yet vested as of October 1, 2005, based on the grant date fair value estimated in 
accordance with the original provisions of Statement 123, and (b) compensation cost for all share-based payments granted subsequent 
to October 1, 2005, based on the grant-date fair value estimated in accordance with the provisions of Statement 123(R). Results for 
prior periods have not been restated.  

  As a result of adopting Statement 123(R) on October 1, 2005, the Company’s income before income taxes and net income for the three 
month period ended December 31, 2005 are $18,000 and $12,000 lower, respectively, than if it had continued to account for share-
based compensation under Opinion 25. Neither basic nor diluted earnings per share for the three month period ended December 31, 
2005 would have been impacted had the Company not adopted Statement 123(R).  

  Prior to the adoption of Statement 123(R), the Company presented all tax benefits of deductions resulting from the exercise of stock 
options as operating cash flows in the Statement of Cash Flows. Statement 123(R) requires the cash flows resulting from the tax 
benefits resulting from tax deductions in excess of the compensation cost recognized for those options (excess tax benefits) to be 
classified as financing cash flows. No options were exercised during the quarter ended December 31, 2005, therefore no excess tax 
benefits are included in the Statement of Cash Flows for this period.  

  The following table illustrates the effect on net income and earnings per share if the Company had applied the fair value recognition 
provisions of Statement 123(R) to options granted under the Company’s stock option plans in all periods presented. For purposes of 
this pro forma disclosure, the value of the options is estimated using a Black-Scholes option-pricing formula and amortized to expense 
over the option’s vesting periods.  
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7.               SEGMENT INFORMATION  
 

An operating segment is generally defined as a component of a business for which discrete financial information is available and 
whose results are reviewed by the chief operating decision-maker. The Company has determined that it has two reportable segments 
under Statement of Financial Accounting Standards No. 131, “Disclosures about Segments of an Enterprise and Related Information”: 
a traditional banking segment consisting of its two banking subsidiaries, MetaBank and MetaBank West Central, and Meta Payment 
Systems, a division of MetaBank. MetaBank and MetaBank West Central operate as traditional community banks providing deposit, 
loan and other related products to individuals and small businesses, primarily in the communities where their offices are located. Meta 
Payment Systems provides a number of products and services, primarily to third parties, including financial institutions and other 
businesses. These products and services include issuance of prepaid cards, issuance of credit cards, sponsorship of ATMs into the 
debit networks, ACH origination services and a gift card program. Other related programs are in the process of development. The 
remaining grouping under the caption “All Others” consists of the operations of Meta Financial Group, Inc. and Meta Trust Company. 

 

 
 

      Three Months Ended      
      December 31,      
      2005    2004      
                
  Net income, as reported    $ 515,420   $ 441,942     
  Deduct: Total stock-based employee                  
       compensation expense determined under                 
       fair value based method for all awards,                  
       net of related tax effects not already                  
       included in net income, as reported      --    (23,810 )   
  Pro forma net income    $ 515,420   $ 418,132     
    Earnings per common share - basic:                  
      
       As reported    

$ 0.21   $ 0.18   
  

       Pro forma    $ 0.21   $ 0.17     
                    
  Earnings per common share - diluted:                  
       As reported    $ 0.21   $ 0.18     
       Pro forma    $ 0.21   $ 0.17     

        (Unaudited)                
                      
      Traditional    Payment            
      Banking    Systems    All Others    Total    
                      
  Three months ended December 31, 2005:                            
       Net interest income    $ 4,124,916   $ 756,864     ($ 161,527 )  $ 4,720,253   
       Provision for loan losses      40,500     -    -    40,500   
       Non-interest income      581,206     1,238,144     26,243     1,845,593   
       Non-interest expense      4,286,866     1,240,972     262,729     5,790,567   
       Net income (loss) before income tax expense      378,756     754,036     ( 398,013 )    734,779   
       Income tax expense      192,129     260,000     ( 232,770 )    219,359   
       Net Income    $ 186,627   $ 494,036     ( $ 165,243 )  $ 515,420   
                              
       Inter-segment revenue (expense)      (324,206 )    485,906     (161,700 )    -  
       Total assets      650,519,647     103,601,526     1,162,242     755,283,415   
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      Traditional    Payment            
      Banking    Systems    All Others    Total    
                      
  Three months ended December 31, 2004:                            
       Net interest income    $ 4,768,606   $ 12,143     ($ 93,732 )  $ 4,687,017   
       Provision for loan losses      177,000     -    -    177,000   
       Non-interest income      526,706     51,622     33,256     611,584   
       Non-interest expense      3,769,301     641,791     74,671     4,485,763   
       Net income (loss) before income tax expense      1,349,011     (578,026 )    ( 135,147 )    635,838   
  Income tax expense      523,296     (208,000 )    ( 121,400 )    193,896   
       Net Income    $ 825,715     ( $ 370,026 )    ( $ 13,747 )  $ 441,942   
                              
       Inter-segment revenue (expense)      97,674     13,012     (110,686 )    -  
       Total assets      791,202,986     3,507,753     13,709,361     808,420,100   
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META FINANCIAL GROUP, INC.  
AND SUBSIDIARIES  

 
GENERAL  
 
Meta Financial Group, Inc. is a bank holding company whose primary assets are MetaBank, and MetaBank West Central. The Company was 
incorporated in 1993 as First Midwest Financial, Inc., a unitary non-diversified savings and loan holding company and, on September 20, 1993, 
acquired all of the capital stock of First Federal Savings Bank of the Midwest in connection with First Federal's conversion from mutual to 
stock form of ownership. On September 30, 1996, the Company became a bank holding company in conjunction with the acquisition of 
Security State Bank. Pursuant to requisite shareholder and regulatory approvals, the Company and its banking subsidiaries consolidated their 
names under the “Meta-“ brand as of the close of business on January 28, 2005.  
 
The following discussion focuses on the consolidated financial condition of the Company and its subsidiaries, at December 31, 2005, compared 
to September 30, 2005, and the consolidated results of operations for the three months ended December 31, 2005, compared to the same period 
in 2004. This discussion should be read in conjunction with the Company's consolidated financial statements, and notes thereto, for the year 
ended September 30, 2005.  
 
 
CORPORATE DEVELOPMENTS  
 
The Meta Payment Systems (MPS) division generated net income of $494,000, or $0.20 per diluted share, for the quarter ended December 31, 
2005--its second consecutive quarter of profitability. Since inception, the division has sustained a net loss of $804,000. While this cumulative 
net loss is higher than was originally projected, the division has reached profitability sooner than projected, and the Company continues to be 
pleased with revenue, earnings, and deposit growth in the division.  
 
The Company continues to emphasize expansion in the growing metropolitan areas of Sioux Falls, South Dakota, and Des Moines, Iowa. The 
Company recently completed construction of its fourth branch office in Sioux Falls, and plans to add its fifth branch office in Des Moines in 
2006.  
 
As previously disclosed in an 8-K filing on June 24, 2005, the Company determined that $9.8 million of its assets related to loans to three 
companies involved in auto sales, service, and financing, and their principal owner were impaired under generally accepted accounting 
principles. The Company has taken possession of and liquidated most of the assets of these firms, with final liquidation scheduled to occur 
during the second fiscal quarter of 2006. The Company believes its range of potential loss in this transaction, previously disclosed in an 8-K 
filing on August 15, 2005 at between $1.90 million to $4.88 million, is accurate, and that an adequate allowance has been established for this 
potential loss.  
 
The Company also disclosed in the August 15, 2005 8-K filing that it anticipated future cash expenditures of between $250,000 and $500,000 
related to the impairment charge. In an 8-K/A filing on January 24, 2006, the Company disclosed that its original estimate of future cash 
expenditures was too low, and revised its estimate to between $750,000 and $1.1 million.  
 
 
 
 
 

Part I.  Financial Information  
Item 
2.  

Management's Discussion and Analysis of Financial Condition and Results of Operations 
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FINANCIAL CONDITION  
 
Total assets decreased by $21.1 million, or 2.7%, to $755.3 million at December 31, 2005, from $776.3 million at September 30, 2005. The 
decrease in total assets was primarily attributable to both a decrease in securities available for sale as well as loans receivable, offset in part by 
increases in total cash and cash equivalents and, to a lesser extent, in securities purchased under agreements to resell. Net funds received from 
asset shrinkage were primarily used to pay down advances from the Federal Home Loan Bank of Des Moines, and to reduce higher costing 
certificates of deposit and public funds deposits.  
 
Securities available for sale decreased $15.0 million, or 6.5%, during the quarter as part of the Company’s planned strategy of reducing lower 
yielding wholesale assets. Additionally, loans receivable decreased $19.4 million, or 4.4% as loan payoffs exceeded new originations and 
purchases. While seasonal influences likely played a role in the shrinkage of loans in the first fiscal quarter of 2006, the Company cannot 
quantify with certainty the impact of such influences.  
 
Total deposits increased by $9.7 million, or 1.8%, from $540.8 million at September 30, 2005 to $550.5 million at December 31, 2005. Non-
interest-bearing demand deposits increased $32.3 million, or 31.6% during the first fiscal quarter of 2006, as the Company continued to focus 
on attracting low- or no-cost funding sources. Most of the Company’s growth in non-interest-bearing demand deposits was the result of growth 
in Meta Payment Systems’ prepaid debit card product. The Company’s portfolio of certificates of deposit decreased by $27.0 million, or 10.1% 
during the first fiscal quarter of 2006. This shrinkage is also part of the Company’s planned strategy of reducing higher costing funding sources 
including public funds deposits.  
 
More than offsetting the increase in total deposits were decreases in advances from the Federal Home Loan Bank of Des Moines (FHLB) and 
in securities sold under agreements to repurchase. FHLB advances decreased by $25.0 million, or 15.6% during the quarter ended December 
31, 2005. During the same period, securities sold under agreement to repurchase declined $5.3 million, or 25.8%, from $20.5 million at 
September 30, 2005 to $15.2 million at December 31, 2005. This shrinkage was also part of the Company’s planned strategy of reducing higher 
costing wholesale funding sources.  
 
Total shareholders' equity decreased $785,000 during the first fiscal quarter to $42.2 million. The decrease in shareholders’ equity was 
primarily due to a $1.1 million increase in accumulated other comprehensive loss related to the after tax impact of the Company’s mark to 
market of its securities available for sale portfolio in accordance with SFAS No. 115. Increases in retained earnings for the quarter, resulting 
from the Company’s net income, were offset in part by the Company’s declaration of a dividend on its common stock.  
 
 
NON-PERFORMING ASSETS AND ALLOWANCE FOR LOAN LOSSES   
 
Generally, when a loan becomes delinquent 90 days or more, or when the collection of principal or interest becomes doubtful, the Company 
will place the loan on non-accrual status and, as a result of this action, previously accrued interest income on the loan is taken out of current 
income. The loan will remain on non-accrual status until the loan has been brought current or until other circumstances occur that provide 
adequate assurance of full repayment of interest and principal.  
 
At December 31, 2005, the Company had loans delinquent 30 days and over totaling $9.8 million, or 2.23% of total loans, compared to $1.9 
million, or 0.42% of total loans, at September 30, 2005. The increase in delinquent loans is primarily the result of two large commercial credits 
totaling $6.0 million becoming non-current. The Company believes it is well secured on these assets, and that the level of allowance for loan 
losses adequately reflects potential risks related to these loans. The Company continues to monitor closely developments in its loan portfolio 
and the payment histories of its borrowers.  
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At December 31, 2005, there were six commercial and multi-family real estate loans totaling $4.3 million, or 0.99% of total loans, delinquent 
30 days and over. This compares to no delinquent loans in this category as of September 30, 2005. Multi-family and commercial real estate 
loans generally present a higher level of risk than loans secured by one-to-four family residences. This greater risk is due to several factors, 
including the concentration of principal in a limited number of loans and borrowers, the effect of general economic conditions on income 
producing properties and the increased difficulty of evaluating and monitoring these types of loans. These loans are being closely monitored by 
management, however, there can be no assurance that all loans will be fully collectible.  
 
At December 31, 2005, commercial business loans delinquent 30 days and over totaled $4.7 million, or 1.08% of total loans. This compares to 
$1.5 million, or 0.32% of total loans, at September 30, 2005. Commercial business lending involves a greater degree of risk than one-to-four 
family residential mortgage loans because of the typically larger loan amounts. In addition, payments on loans are typically dependent on the 
cash flows derived from the operation or management of the business to which the loan is made. The success of the loan may also be affected 
by factors outside the control of the business, such as unforeseen changes in economic conditions for the business, the industry in which the 
business operates or the general environment. Although management believes the Company's portfolio of commercial business loans is well 
structured and adequately secured, there can be no assurance that all loans will be fully collectible.  
 
At December 31, 2005, agricultural operating loans delinquent 30 days and over totaled $216,000, or 0.05% of the total loan portfolio as 
compared to $234,000, or 0.05% of total loans at September 30, 2005. Agricultural lending involves a greater degree of risk than one-to-four 
family residential mortgage loans because of the typically larger loan amounts. In addition, payments on loans are dependent on the successful 
operation or management of the farm property securing the loan or for which an operating loan is utilized. The success of the loan may also be 
affected by factors outside the control of the agricultural borrower, such as the weather and grain and livestock prices. Although management 
believes the Company's portfolio of agricultural real estate and operating loans is well structured and adequately secured, there can be no 
assurance that all loans will be fully collectible.  
 
The table below sets forth the amounts and categories of the Company’s non-performing assets. The Company’s restructured loans (which 
involved forgiving a portion of the interest or principal on the loan or making loans at a rate materially less than market rates) are included in 
the table and were performing pursuant to their terms at the date shown. Foreclosed assets include assets acquired in settlement of loans.  
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Classified Assets. Federal regulations provide for the classification of loans and other assets as "substandard", "doubtful" or "loss", based on the 
level of weakness determined to be inherent in the collection of the principal and interest. When loans are classified as either substandard or 
doubtful, the Company may establish general allowances for loan losses in an amount deemed prudent by management. General allowances 
represent loss allowances which have been established to recognize the inherent risk associated with lending activities, but which, unlike 
specific allowances, have not been allocated to particular problem loans. When assets are classified as loss, the Company is required either to 
establish a specific allowance for loan losses equal to 100% of that portion of the loan so classified, or to charge-off such amount. The 
Company's determination as to the classification of its loans and the amount of its allowances for loan losses are subject to review by its 
regulatory authorities, which may require the establishment of additional general or specific allowances for loan losses.  
 
On the basis of management's review of its loans and other assets, at December 31, 2005, the Company had classified a total of $9.3 million of 
its assets as substandard, $247,000 as doubtful and none as loss. This compares to classifications at September 30, 2005 of $10.5 million 
substandard, $248,000 doubtful and none as loss.  
 
Allowance for Loan Losses. The Company establishes its provision for loan losses, and evaluates the adequacy of its allowance for loan losses 
based upon a systematic methodology consisting of a number of factors including, among others, historic loss experience, the overall level of 
classified assets and non-performing loans, the composition of its loan portfolio and the general economic environment within which the Bank 
and its borrowers operate.  
 
At December 31, 2005, the Company has established an allowance for loan losses totaling $7.3 million compared to $7.2 million at September 
30, 2005. The allowance represented approximately 118% of the total non-performing loans at December 31, 2005, while the allowance at 
September 30, 2005 represented approximately 1,067% of the total non-performing loans at that date.  

                  

      December 31, 
2005      

September 30, 

2005        

Non-accruing loans:      (Dollars in Thousands)      
     One-to four family    $ 31   $ 54     
     Commercial and multi-family      1,068     -    
     Agricultural real estate      -    -    
     Consumer      2     1     
     Agricultural operating      216     218     
     Commercial business      4,852     404     
           Total non-accruing loans      6,169     677     
Accruing loans delinquent 90 days or more      -    -    
           Total non-performing loans      6,169     677     
Restructured loans:                  
     Consumer      -    -    
     Agricultural operating      7     7     
     Commercial business      -    -    
           Total restructured loans      7     7     
Foreclosed assets:                  
     One-to four family      -    -    
     Commercial and multi-family      1,841     1,841     
     Consumer      23     -    
     Agricultural operating      -    -    
     Commercial business      732     2,865     
     Total foreclosed assets      2,596     4,706     
Less: Allowance for losses      -    -    
     Total foreclosed assets, net      2,596     4,706     
                  
Total non-performing assets    $ 8,772   $ 5,390     
Total as a percentage of total assets      1.16 %    0.69 %   
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The following table sets forth an analysis of the activity in the Company's allowance for loan losses for the three-month periods ended 
December 31, 2005 and December 31, 2004:  
 

 
The allowance for loan losses reflects management’s best estimate of probable losses inherent in the portfolio based on currently available 
information. Future additions to the allowance for loan losses may become necessary based upon changing economic conditions, increased loan 
balances or changes in the underlying collateral of the loan portfolio.  
 
 
CRITICAL ACCOUNTING POLICIES  
 
The Company’s financial statements are prepared in accordance with accounting principles generally accepted in the United States of America. 
The financial information contained within these statements is, to a significant extent, financial information that is based on approximate 
measures of the financial effects of transactions and events that have already occurred. Based on its consideration of accounting policies that 
involve the most complex and subjective decisions and assessments, management has identified its most critical accounting policies to be those 
related to the allowance for loan losses and asset impairment judgments including the recoverability of goodwill  
 
The Company’s allowance for loan loss methodology incorporates a variety of risk considerations, both quantitative and qualitative, in 
establishing an allowance for loan loss that management believes is appropriate at each reporting date. Quantitative factors include the 
Company’s historical loss experience, delinquency and charge-off trends, collateral values, changes in non-performing loans, and other factors. 
Quantitative factors also incorporate known information about individual loans, including borrowers’ sensitivity to interest rate movements. 
Qualitative factors include the general economic environment in the Company’s markets, including economic conditions throughout the 
Midwest and, in particular, the state of certain industries. Size and complexity of individual credits in relation to loan structure, existing loan 
policies, and pace of portfolio growth are other qualitative factors that are considered in the methodology. As the Company adds new products 
and increases the complexity of its loan portfolio it will enhance its methodology accordingly. Management may have reported a materially 
different amount for the provision for loan losses in the statement of operations to change the allowance for loan losses if its assessment of the 
above factors were different. This discussion and analysis should be read in conjunction with the Company’s financial statements and the 
accompanying notes presented elsewhere herein, as well as the portion of this Management’s Discussion and Analysis section entitled “Non-
performing Assets and Allowance for Loan Losses.” Although management believes the levels of the allowance as of both December 31, 2005 
and September 30, 2005 were adequate to absorb probable losses inherent in the loan portfolio, a decline in local economic conditions, or other 
factors, could result in increasing losses.  
 
Goodwill represents the excess of acquisition costs over the fair value of the net assets acquired in a purchase acquisition. Goodwill is tested 
annually for impairment.  
 
 

    2005    2004    
    (In Thousands)    
Balance, September 30,    $ 7,222   $ 5,371   
Charge-offs      ( 8 )    (11 ) 
Recoveries      2     3   
Additions charged to 
operations    

  41     177   
Balance, December 31,    $ 7,257   $ 5,540   
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RESULTS OF OPERATIONS  
 
General. For the three months ended December 31, 2005, the Company recorded net income of $515,000, or $0.21 per diluted share, compared 
to net income of $442,000, or $0.18 per diluted share, for the same period in 2004. The December quarter of 2004 was reduced by a net loss of 
$370,000, or $0.15 per diluted share, for Meta Payment Systems, reflecting initial startup costs for that operation. For the December quarter of 
2005, Meta Payment Systems recorded net income of $494,000, or $0.20 per diluted share. The Company continues to be pleased with both 
revenue and earnings growth at Meta Payment Systems, which has achieved profitability well ahead of targets. The increase in the Company’s 
net income is primarily attributable to an increase in non-interest income, offset in part by increases in non-interest expense, as described 
below.  
 
Non-interest income improved by $1,233,000 from $612,000 to $1,845,000 during the same periods, primarily due to the increase in fee 
revenue at Meta Payment Systems. Non-interest expense also increased, rising $1,305,000 from $4,486,000 to $5,791,000 resulting primarily 
from higher legal and collection costs related to the aforementioned loans to automobile related entities.  
 
The Company continues to incur higher than normal levels of operating expenses associated with the collection of loans to three entities 
involved in automobile sales, service, and financing, and to the owners thereof. The Company previously disclosed on June 24, 2005 that two 
of these firms had filed for reorganization under Chapter 11 of the U.S. Bankruptcy Code. The Company has taken possession of and liquidated 
most of the assets of said firms, with final liquidation scheduled to occur during the second fiscal quarter of 2006.  
 
Net Interest Income. Net interest income for the quarter ended December 31, 2005 increased $33,000, or 0.7%, compared to the same quarter 
last year. Even though average earning assets in the first fiscal quarter of 2006 declined $52.0 million, as compared to the first fiscal quarter of 
2005, net interest income increased as the Company’s net interest margin grew 20 basis points from 2.46% to 2.66% over the same two 
periods. The increase in net interest margin was the result of asset yields rising more quickly than liability costs during this time frame. During 
the first fiscal quarter of 2006, asset yields rose 60 basis points from 5.12% to 5.72% as compared to the first fiscal quarter of 2005, while 
liability costs rose only 32 basis points from 2.74% to 3.06% over the same time period. Asset yields rose more quickly than liability costs over 
this time period due to the bank’s natural near-term asset sensitivity and the rise in short term interest rates during 2005.  
 
Provision for Loan Losses. For the three months ended December 31, 2005, the provision for loan losses was $40,000 compared to $177,000 
for the same period in 2004. The Company believes its allowance for loan losses is adequate based on its estimate of the credit risks in the loan 
portfolio. See “Non-Performing Assets and Allowance for Loan Losses” herein.  
 
Non-interest Income. Non-interest income increased $1.2 million to $1.8 million for the three months ended December 31, 2005 compared to 
the same period in 2004. Virtually all of this increase stems from the significant growth in fee revenue from Meta Payment Systems. This fee 
growth resulted primarily from the introduction of new products as well as growth in the division’s customer base. The most significant 
contributor to Meta Payment Systems’ growth has been its prepaid debit card product.  
 
Non-interest Expense. Non-interest expense also increased $1.3 million to $5.8 million for the three months ended December 31, 2005 as 
compared to the same period in 2004. Compensation expense grew $358,000 to $3.3 million resulting mainly from growth at Meta Payment 
Systems and staffing increases related to branch expansion. Occupancy and equipment expense grew $108,000 to $839,000 again due mainly 
to higher depreciation and operating expenses at the new branch locations. Finally, other expense increased $834,000 to $1.5 million due 
primarily to higher legal and collection costs, associated with the previously discussed loans to the automobile sales, service, and financing 
companies, and higher consulting costs associated with the Company’s review of internal controls pursuant to the Sarbanes-Oxley Act of 2002. 
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Income Tax Expense. Income tax expense was $219,000 for the three months ended December 31, 2005, compared to $194,000 for the same 
period in 2004. The increase of $25,000 reflects primarily the higher level of taxable income in the quarter ended December 31, 2005. Taxable 
income rose less than total income due to higher income from the Company’s bank owned life insurance policy.  
 
 
LIQUIDITY AND CAPITAL RESOURCES  
 
The Company's primary sources of funds are deposits, borrowings, principal and interest payments on loans, investments, and mortgage-backed 
securities, and funds provided by other operating activities. While scheduled payments on loans, mortgage-backed securities, and short-term 
investments are relatively predictable sources of funds, deposit flows and early loan repayments are greatly influenced by general interest rates, 
economic conditions, and competition.  
 
The Company uses its capital resources principally to meet ongoing commitments to fund maturing certificates of deposits and loan 
commitments, to maintain liquidity, and to meet operating expenses. At December 31, 2005, the Company had commitments to originate and 
purchase loans totaling $71.3 million. The Company believes that loan repayment and other sources of funds will be adequate to meet its 
foreseeable short- and long-term liquidity needs.  
 
Regulations require MetaBank and MetaBank WC to maintain minimum amounts and ratios of total risk-based capital and Tier 1 capital to 
risk-weighted assets, and a leverage ratio consisting of Tier 1 capital to average assets. The following table sets forth MetaBank's and 
MetaBank WC’s actual capital and required capital amounts and ratios at December 31, 2005 which, at that date, exceeded the minimum 
capital adequacy requirements:  
 

 
The Federal Deposit Insurance Corporation Improvement Act of 1991 (FDICIA) established five regulatory capital categories and authorized 
the banking regulators to take prompt corrective action with respect to institutions in an undercapitalized category. At December 31, 2005, the 
Company, MetaBank, and MetaBank WC exceeded minimum requirements for the well-capitalized category.  
 
 
 
 

  

  

Actual    

Minimum  
Requirement For  
Capital Adequacy  

Purposes    

Minimum  
 R equirement To Be  

Well Capitalized  
Under Prompt  

Corrective Action  
Provisions    

At December 31, 2005    Amount    Ratio    Amount    Ratio    Amount    Ratio    
(Dollars in Thousands)                                        
Total Capital (to risk weighted assets):                                       
     MetaBank    $ 53,274     10.8 %  $ 39,483     8.00 %  $ 49,354     10.00 % 
     MetaBank WC      4,256     12.8     2,668     8.00     3,336     10.00   
Tier 1 (Core) Capital (to risk weighted 
assets):                                        
     MetaBank      47,034     9.5     19,741     4.00     29,612     6.00   
     MetaBank WC      3,846     11.5     1,334     4.00     2,001     6.00   
Tier 1 (Core) Capital (to average 
assets):                                        
     MetaBank      47,034     6.7     28,289     4.00     35,362     5.00   
     MetaBank WC      3,846     8.0     1,922     4.00     2,402     5.00   
Tier 1 (Core) Capital (to adjusted total 
assets):                                        
     MetaBank      47,034     6.6     28,316     4.00     35,395     5.00   
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FORWARD LOOKING STATEMENTS  

 
The Company, and its wholly-owned subsidiaries, MetaBank and MetaBank WC, may from time to time make written or oral “forward-
looking statements,” including statements contained in its filings with the Securities and Exchange Commission, in its reports to shareholders, 
and in other communications by the Company, which are made in good faith by the Company pursuant to the “safe harbor” provisions of the 
Private Securities Litigation Reform Act of 1995.  
 
These forward-looking statements include statements with respect to the Company’s beliefs, expectations, estimates and intentions that are 
subject to significant risks and uncertainties, and are subject to change based on various factors, some of which are beyond the Company’s 
control. Such statements address the following subjects: future operating results; customer growth and retention; loan and other product 
demand; earnings growth and expectations; new products and services, such as those offered by the Meta Payment Systems Division; credit 
quality and adequacy of reserves; technology; and our employees. The following factors, among others, could cause the Company’s financial 
performance to differ materially from the expectations, estimates, and intentions expressed in such forward-looking statements: the strength of 
the United States economy in general and the strength of the local economies in which the Company conducts operations; the effects of, and 
changes in, trade, monetary, and fiscal policies and laws, including interest rate policies of the Federal Reserve Board; inflation, interest rate, 
market, and monetary fluctuations; the timely development of and acceptance of new products and services of the Company and the perceived 
overall value of these products and services by users; the impact of changes in financial services’ laws and regulations; technological changes; 
acquisitions; changes in consumer spending and saving habits; and the success of the Company at managing and collecting assets of borrowers 
in default and managing the risks involved in the foregoing.  
 
The foregoing list of factors is not exclusive. Additional discussion of factors affecting the Company’s business and prospects is contained in 
the Company’s periodic filings with the SEC. The Company does not undertake, and expressly disclaims any intent or obligation, to update any 
forward-looking statement, whether written or oral, that may be made from time to time by or on behalf of the Company.  
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Part I.    Financial Information  
Item 3.   Quantitative and Qualitative Disclosure About Market Risk  
 
 
MARKET RISK  
 
The Company is exposed to the impact of interest rate changes and changes in the market value of its investments.  
 
The Company currently focuses lending efforts toward originating and purchasing competitively priced adjustable-rate loan products and fixed-
rate loan products with relatively short terms to maturity. This allows the Company to maintain a portfolio of loans that will be sensitive to 
changes in the level of interest rates while providing a reasonable spread to the cost of liabilities used to fund the loans.  
 
The Company's primary objective for its investment portfolio is to provide the liquidity necessary to meet the Company’s cash demands. This 
portfolio may also be used in the ongoing management of changes to the Company's asset/liability mix. The investment policy generally calls 
for funds to be invested among various categories of security types and maturities based upon the Company's need for liquidity, desire to 
achieve a proper balance between minimizing risk while maximizing yield, the need to provide collateral for borrowings, and to fulfill the 
Company's asset/liability management goals.  
 
The Company's cost of funds responds to changes in interest rates due to the relatively short-term nature of its deposit portfolio. Consequently, 
the results of operations are generally influenced by the level of short-term interest rates. The Company offers a range of maturities on its 
deposit products at competitive rates and monitors the maturities on an ongoing basis.  
 
The Company emphasizes and promotes its savings, money market, demand and NOW accounts and, subject to market conditions, certificates 
of deposit with maturities of three months through five years, principally from its primary market area. The demand, savings, and NOW 
accounts tend to be less susceptible to rapid changes in interest rates. As discussed previously, the bank continues to emphasize such deposits 
due to their low cost as well as their relative stability in volatile interest rate environments.  
 
In managing its asset/liability mix, the Company, at times, depending on the relationship between long- and short-term interest rates, market 
conditions and consumer preference, may place somewhat greater emphasis on maximizing its net interest margin than on strictly matching the 
interest rate sensitivity of its assets and liabilities. Management believes that the increased net income which may result from an acceptable 
mismatch in the actual maturity or repricing of its asset and liability portfolios can provide sufficient returns to justify the increased exposure to 
sudden and unexpected increases in interest rates which may result from such a mismatch. The Company has established limits, which may 
change from time to time, on the level of acceptable interest rate risk. There can be no assurance, however, that, in the event of an adverse 
change in interest rates, the Company's efforts to limit interest rate risk will be successful.  
   
Net Portfolio Value. The Company uses a Net Portfolio Value ("NPV") approach to the quantification of interest rate risk. This approach 
calculates the difference between the present value of expected cash flows from assets and the present value of expected cash flows from 
liabilities, as well as cash flows from off-balance-sheet contracts. Management of the Company's assets and liabilities is performed within the 
context of the marketplace, but also within limits established by the Board of Directors on the amount of change in NPV that is acceptable 
given certain interest rate changes.  
 
Presented below, as of December 31, 2005 and September 30, 2005, is an analysis of the Company's interest rate risk as measured by changes 
in NPV for an instantaneous and sustained parallel shift in the yield curve, in 100 basis point increments, up and down 200 basis points. As 
illustrated in the table, the Company’s NPV at December 31, 2005 and at September 30, 2005 was slightly more sensitive to decreasing interest 
rates than to increasing interest rates. This reflects management’s efforts to maintain and manage the Company’s interest rate sensitivity in a 
rising interest rate environment as well as the Company’s concentration of low- or no-cost demand deposits. Management closely monitors the 
Company’s interest rate sensitivity.  
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Certain shortcomings are inherent in the method of analysis presented in the preceding table. For example, although certain assets and liabilities 
may have similar maturities or periods to repricing, they may react in different degrees to changes in market interest rates. Also, the interest 
rates on certain types of assets and liabilities may fluctuate in advance of changes in market interest rates, while interest rates on other types 
may lag behind changes in market rates. Additionally, certain assets such as adjustable-rate mortgage-loans have features which restrict 
changes in interest rates on a short-term basis and over the life of the asset. Further, in the event of a change in interest rates, prepayments and 
early withdrawal levels would likely deviate from those assumed in calculating the tables. Finally, the ability of some borrowers to service their 
debt may decrease in the event of an interest rate increase. The Company considers all of these factors in monitoring its exposure to interest 
rate risk.  
   
   
 
   

Change in Interest Rates    Board Limit    At December 31, 2005    At September 30, 2005  
(Basis Points)    % Change    $ Change    % Change    $ Change    % Change  

                (Dollars in Thousands)          

+200 bp    (40 )%    
  $ 

(1,337 )  
  
  (2 )%  

    
$ 

(1,904 )  
  
  (3 )%  

+100 bp      (25 )      ( 517 )      (1 )      ( 411 )      (1 )  
0 bp      -      -      -      -      -  

-100 bp      (25 )      (2,273 )      (4 )      (2,773 )      (5 )  
-200 bp      (40 )      (7,517 )      (12 )      (9,183 )      (16 )  
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Part I.     Financial Information  
Item 4.  Controls and Procedures  
 
 
CONTROLS AND PROCEDURES  
 
Any control system, no matter how well designed and operated, can provide only reasonable (not absolute) assurance that its objectives will be 
met. Furthermore, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, have been 
detected.  
 
 
DISCLOSURE CONTROLS AND PROCEDURES  
 
The Company’s management, with the participation of the Company’s Chief Executive Officer and Chief Financial Officer, has evaluated the 
effectiveness of the Company’s disclosure controls and procedures, as such term is defined in Rules 13a - 15(e) and 15d - 15(e) of the 
Securities Exchange Act of 1934 (Exchange Act) as of the end of the period covered by the report.  
 
Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer concluded that as of December 31, 2005 our disclosure 
controls and procedures were effective to provide reasonable assurance that (i) the information required to be disclosed by us in this Report was 
recorded, processed, summarized and reported within the time periods specified in the SEC's rules and forms, and (ii) information required to 
be disclosed by us in our reports that we file or submit under the Exchange Act is accumulated and communicated to our management, 
including our principal executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely 
decisions regarding required disclosure.  
 
 
INTERNAL CONTROL OVER FINANCIAL REPORTING  
 
There have not been any changes in the Company's internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 
15d-15(f) under the Exchange Act) during the fiscal quarter to which this report relates that have materially affected, or are reasonably likely to 
materially affect, the Company's internal control over financial reporting.  
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META FINANCIAL GROUP, INC.  
 

PART II - OTHER INFORMATION  
 

FORM 10-Q  
 

 

 

 

 

 
   

 

Item 1.  Legal Proceedings - On June 11, 2004, the Sioux Falls School District filed suit in the Second Judicial Circuit   Court alleging that 
MetaBank, a wholly-owned subsidiary of the Company, improperly allowed funds, which belonged to the school district, to be 
deposited into, and subsequently withdrawn from, a corporate account established by an employee of the school district. The 
school district is seeking in excess of $600,000. MetaBank has submitted the claim to its insurance carrier, and is working with 
counsel to vigorously contest the suit.  

  There are no other material pending legal proceedings to which the Company or its subsidiaries is a party other than ordinary 
routine litigation incidental to their respective businesses.  

  With regard to the matter discussed under “Corporate Developments” related to the Company’s loans to three entities involved in 
auto sales, service, and financing, and their principal owner, the Company was the lead lender and servicer of loans totaling 
approximately $32.0 million. Approximately $22.2 million of the total had been sold to ten participating financial institutions. 
Each participation agreement with these participants provides that the participant bank shall own a specified percentage of the 
outstanding loan balance at any given time. Each agreement also recites the maximum amount that can be loaned by MetaBank on 
that particular loan. MetaBank allocated to some participants an ownership in the outstanding loan balance in excess of the 
percentage specified in the participation agreement. MetaBank believes that in each instance this was done with the full 
knowledge and consent of the participant. While no litigation has been filed by any of the participant banks against MetaBank, 
several participants have demanded that their participations be adjusted to match the percentage specified in the participant 
agreement. Based on the total loan recoveries projected as of December 2005, MetaBank calculated that it would cost 
approximately $1,676,000 to adjust these participations as the participants would have them adjusted. MetaBank denies any 
obligation to make the requested adjustments on these or related claims.  

Item 1.A.  Risk Factors - No changes are noted from the disclosure presented in the Registrant’s annual report or Form 10-K for the year 
ended September 30, 2005.  

Item 2.  Unregistered Sale of Equity Securities and Use of Proceeds - None  
    
Item 3.  Defaults Upon Senior Securities - None  
    
Item 4.  Submission of Matters to a Vote of Security Holders - None  
    
Item 5.  Other Information - None  
    
Item 6.   Exhibits 
  (a)  Exhibits:   

         31.1   Section 302 certification of Chief Executive Officer. 

         31.2   Section 302 certification of Chief Financial Officer. 
         32.1   Section 906 certification of Chief Executive Officer. 

         32.2   Section 906 certification of Chief Financial Officer. 
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META FINANCIAL GROUP, INC.  
 

SIGNATURES  
 
 
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the 
undersigned thereunto duly authorized.  
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      META FINANCIAL GROUP, INC. 

        
        
        
        
Date: February 14, 2006  By:  /s/ J. Tyler Haahr  
      J. Tyler Haahr, President,  
      and Chief Executive Officer  
        
        
        
Date: February 14, 2006  By:  /s/ Jonathan M. Gaiser  
      Jonathan M. Gaiser, Senior Vice 

President,  
      Secretary, Treasurer and Chief 

Financial Officer  



 
Exhibit 31.1 

   
CERTIFICATION PURSUANT TO  

SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002  
   

I, J. Tyler Haahr, certify that:  
   
   

   
   

   
   

   
   

   
(a)    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 

supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to 
us by others within those entities, particularly during the period in which this report is being prepared;  

   
   

(b)   Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions 
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

   
   

(c)   Disclosed in this report any changes in the registrant’s internal control over financial reporting that occurred during the 
registrant’s most recent fiscal quarter ended December 31, 2005, that has materially affected, or is reasonably likely to materially 
affect, the registrant’s internal control over financial reporting; and  

   

   
   

   
   

   
Date:  February 14, 2006      

/s/ J. Tyler Haahr  
Chief Executive Officer  
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  1.  I have reviewed this quarterly report on Form 10-Q of Meta Financial Group, Inc.;  

  2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary 
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report;  

  3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this 
report;  

  4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

  5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the 
equivalent functions):  

  (a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which 
are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; 
and  

  (b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s 
internal control over financial reporting.  



 
Exhibit 31.2 

   
   

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

 
I, Jonathan M. Gaiser, certify that:  
   
   

   
   

   
   

   
   

   
   

(a)    Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared;  

   
   

(b)    Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report 
based on such evaluation; and  

   
   

(c)    Disclosed in this report any changes in the registrant’s internal control over financial reporting that occurred during the 
registrant’s most recent fiscal quarter ended December 31, 2005, that has materially affected, or is reasonably likely to materially 
affect, the registrant’s internal control over financial reporting; and  

   
   

   
   

(a)    All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting 
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial 
information; and  

   
(b)    Any fraud, whether or not material, that involves management or other employees who have a significant role in the 

registrant’s internal control over financial reporting.  
   

 
Date :  February 14, 2006      

/s/ Jonathan M. Gaiser  
Chief Financial Officer  

   

  1.  I have reviewed this quarterly report on Form 10-Q of Meta Financial Group, Inc.;  

  2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary 
to make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the 
period covered by this report;  

  3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this 
report;  

  4.  The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:  

  5.  The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the 
equivalent functions):  
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Exhibit 32.1 

 
   

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

   
In connection with the Quarterly Report on Form 10-Q of Meta Financial Group, Inc. (the “Company”) for the quarterly period ending 
December 31, 2005 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, J. Tyler Haahr, Chief 
Executive Officer of the Company, certify, pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that:  

   

   

   
   

   
By:  /s/ J. Tyler Haahr  
Name:  J. Tyler Haahr  
Chief Executive Officer  

 February 14, 2006  
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            (1)  the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  

            (2)  the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of 
the Company.  



 
Exhibit 32.2 

   
CERTIFICATION PURSUANT TO  

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002  
   
In connection with the Quarterly Report on Form 10-Q of Meta Financial Group, Inc. (the “Company”) for the quarterly period ending 
December 31, 2005 as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Jonathan M. Gaiser, Chief 
Financial Officer of the Company, certify, pursuant to section 906 of the Sarbanes-Oxley Act of 2002, that:  

   

   

   
   

   
By:  /s/ Jonathan M. Gaiser  
Name:  Jonathan M. Gaiser  
Chief Financial Officer  

 February 14, 2005  
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            (1)  the Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and  

            (2)  the information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of 
the Company.  


