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

March 31, September

ASSETS 2011 30, 2010
Cash and cash equivalel $ 158,70¢ $ 87,501
Investment securities available for s 23,83¢ 21,467
Mortgage-backed securities available for s 601,95: 485,38!
Loans receivable - net of allowance for loan lossfe®4,741 at March 31, 2011 and $5,234 at Septeithe

2010 330,08« 366,04!
Federal Home Loan Bank Stock, at c 5,194 5,28
Accrued interest receivah 4,447 4,75¢
Bond insurance receivak 4,19 3,68
Premises, furniture, and equipment, 18,41( 19,37:
Bank-owned life insuranc 14,05¢ 13,79¢
Foreclosed real estate and repossessed 93: 1,29t
Goodwill and intangible asse 1,19C 2,66:
MPS accounts receivak 7,62( 8,08t
Other assets 12,771 10,42¢

Total assets $ 1,183,40. $ 1,029,76
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Nor-interes-bearing checkin $ 847,81. $ 675,16!
Interes-bearing checkin 34,04: 29,97¢
Savings deposil 11,517 10,82
Money market deposi 35,01t 35,42:
Time certificates of deposit 118,66( 146,07:

Total deposits 1,047,04! 897,45
Advances from Federal Home Loan Be 22,00( 22,00(
Securities sold under agreements to repurc 11,787 8,90¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 241 392
Contingent liability 3,21z 3,98
Accrued expenses and other liabilities 15,87¢ 14,67¢

Total liabilities 1,110,47. 957,72.
SHAREHOLDERS’ EQUITY
Preferred stock, 800,000 shares authorized, neslissued or outstandil — —
Common stock, $.01 par value; 5,200,000 share®edgréd, 3,372,999 shares issued, 3,117,363 and 313

shares outstanding at March 31, 2011 and Septe3®h@010, respectivel 34 34
Additional paic-in capital 32,41 32,38:
Retained earninc- substantially restricte 45,13 42 47"
Accumulated other comprehensive income (li (326 1,59¢
Treasury stock, 255,636 and 261,586 common sharesst, at March 31, 2011 and September 30, 2010,

respectively (4,3272) (4,44%)

Total shareholders equity 72,93( 72,044

Total liabilities and shareholders equity $ 1,183,40. $ 1,029,76

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

AND SUBSIDIARIES

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

Three Months Ended

Six Months Ended

March 31, March 31,
2011 2010 2011 2010
Interest and dividend incom
Loans receivable, including fe $ 490¢ $ 7,37¢  $ 10,35¢ $ 14,10:
Mortgagebacked securitie 4,43 2,82i 8,351 4,982
Other investments 23€ 18C 493 364
9,58( 10,38: 19,20( 19,44
Interest expenst
Deposits 752 94¢ 1,642 2,03
FHLB advances and other borrowings 41C 433 863 1,09(
1,163 1,382 2,50¢ 3,127
Net interest income 8,41 9,001 16,69¢ 16,32(
Provision for loan losses 214 9,47¢ 18€ 14,16¢
Net interest income after provision for loan losse 8,20: (477) 16,50¢ 2,151
Nor-interest income
Card fees 18,39: 37,11¢ 32,46¢ 56,66(
Gain on sale of securities available for sale, 632 — 1,15¢ 1,85¢
Deposit fee: 163 19C 344 394
Loan fees 85 65 28¢€ 17¢
Bank-owned life insurance incon 13C 13z 262 262
Other income 68 13z 25¢ 32€
Total non-interest income 19,47( 37,63¢ 34,77¢ 59,67«
Nor-interest expenst
Compensation and benef 8,18¢ 8,861 15,98« 17,53:
Card processing expen 8,12( 14,09t 13,34 22,44
Occupancy and equipment expe 2,16¢ 2,15¢ 4,21C 4,23¢
Legal and consulting expen 1,33¢ 83t 2,75(C 1,82¢
Goodwill impairment — — 1,50¢ —
Marketing 411 482 672 83¢
Data processing expen 2732 177 54¢€ 36¢
Other expense 2,752 2,25¢ 5,85¢ 4,42¢
Total non-interest expense 23,25 28,86¢ 44 ,86¢ 51,66¢
Income before income tax expens 4,42: 8,29: 6,41¢ 10,15¢
Income tax expense 1,67¢ 3,11¢ 2,94¢ 3,79(
Net income $ 2,747 % 5174/ $ 3,46¢ % 6,36¢
Earnings per common share
Basic $ 0.8¢ % 1.7¢ $ 111 $ 2.2¢
Diluted $ 0.8¢ $ 174 $ 111 $ 2.2¢€
Dividends declared per common share $ 0.1 % 0.1 % 0.2¢ $ 0.2¢€

See Notes to Condensed Consolidated Financialns¢ats.
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META FINANCIAL GROUP, INC. ®

AND SUBSIDIARIES

Condensed Consolidated Statements of Comprehensiveome (Unaudited)
(Dollars in Thousands)

Three Months Ended

Six Months Ended

March 31, March 31,
2011 2010 2011 2010
Net income $ 2,747 % 517¢ % 3,46¢ $ 6,36¢
Other comprehensive income (los
Change in net unrealized gains (losses) on sessiatrailable for sal (1,00€) 1,52¢ (4,27¢€) (3,307
Gains realized in net income 632 — 1,15¢ 1,854
(379 1,52¢ (3,119 (1,447
Deferred income tax effect (14E) 56¢ (1,199 (53¢)
Total other comprehensive income (loss) (229 95€ (1,925 (90€)
Total comprehensive income $ 2,51¢ % 6,13C $ 154: $ 5,45¢

See Notes to Condensed Consolidated FinancialnStats.
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META FINANCIAL GROUP, INC. ©
AND SUBSIDIARIES
C on densed Consolidated Statements of Changes ihaBeholders ' Equity (Unaudited)
For the Six Months Ended March 31, 2011 and 2010
(Dollars in Thousands, Except Share and Per Shai&) D

Accumulated

Other
Additional Comprehensive Total
Common Paid-in Retained Income (Loss), Treasury Shareholders’
Stock Capital Earnings Net of Tax Stock Equity
Balance, September 30, 2C $ 30 $ 23,557 $ 31,62¢ $ (1,839 $ (6,029 $ 47,34¢
Cash dividends declared on common
stock ($.26 per shar — — (747) — — (741)
Issuance of 415,000 common shares
the sales of equity securiti 4 8,571 — — — 8,57¢
Issuance of 23,287 common shares fr
treasury stock due to issuance of
restricted stock and exercise of stoc
options — (271) — — 661 39C
Stock compensatic — 91 — — — 91
Change in net unrealized losses on
securities available for sa — — — (90¢) — (90¢)
Net income for six months ended Mal
31, 201C — — 6,36¢ — — 6,36¢
Balance, March 31, 201 $ 34 $ 31,94: $ 37,25. $ (2,746 $ (5,369 $ 61,11¢
Balance, September 30, 2C $ 34 $ 32,38] $ 42,478 $ 159¢ $ (4,44 $ 72,04«
Cash dividends declared on common
stock ($.26 per shar — — (810 — — (810)
Issuance of 5,950 common shares fro
treasury stock due to issuance of
restricted stock and exercise of stoc
options — (12 — — 128 111
Stock compensatic — 42 — — — 42
Change in net unrealized losses on
securities available for sa — — — (1,925 — (2,925
Net income for six months ended Mal
31, 2011 — — 3,46¢ — — 3,46¢
Balance, March 31, 201 $ 34 $ 32,411 $ 45137 $ (326) $ (4,322 $ 72,93(

See Notes to Condensed Consolidated FinancialnStats.
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META FINANCIAL GROUP, INC. ©
AND SUBSIDIARIES
C on densed Consolidated Statements of Cash Flowsn@udited)
(Dollars in Thousands)

Six Months Ended March 31,

2011 2010
Cash flows from operating activities:
Net income $ 3,46¢ $ 6,36¢€
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation, amortization and accretion, 5,16¢€ 6,05:
Provision for loan losse 18¢€ 14,16¢
Gain on sale of securities available for sale, (2,15¢) (1,859
Net change in accrued interest receivi 312 14
Goodwill impairment 1,50¢ —
Net change in other assi (2,827) (9,028
Net change in accrued interest pay: (151 (109
Net change in accrued expenses and other liabilitie 42¢ 8,61¢
Net cash provided by operating activities 6,937 24,23(
Cash flows from investing activities:
Purchase of securities available for ¢ (238,469 (287,97))
Net change in federal funds s¢ — 9
Proceeds from sales of securities available fa&r 46,23¢ 38,40:
Proceeds from maturities and principal repaymehseourities available for sa 68,06¢ 107,37¢
Loans purchase (1,039 (392)
Net change in loans receival 36,96( (4,659
Proceeds from sales of foreclosed real e: 362 807
Net change in Federal Home Loan Bank si 89 89
Proceeds from the sale of premises and equip — —
Purchase of premises and equipr (955) (1,199
Other, net 1,19: 53¢
Net cash used in investing activitie (87,549 (146,99)
Cash flows from financing activities:
Net change in checking, savings, and money maqebsits 177,00: 146,96:
Net change in time depos (27,412 (21,339
Net change in advances from Federal Home Loan | — (1,500
Net change in securities sold under agreemengpiarchas: 2,88: 721
Cash dividends pai (810) (741)
Proceeds from issuance of equity secur — 8,57¢
Stock compensatic 42 91
Proceeds from exercise of stock options 111 39C
Net cash provided by financing activities 151,81 133,16!
Net increase in cash and cash equivaler 71,20¢ 10,40z
Cash and cash equivalents at beginning of period 87,50: 6,16¢
Cash and cash equivalents at end of period $ 158,70¢ $ 16,57(
Supplemental disclosure of cash flow informatior
Cash paid during the period f
Interest $ 2,65 $ 3,23¢
Income taxe: 1,83¢ 64

See Notes to Condensed Consolidated Financialns¢ats.
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META FINANCIAL GROUP, INC. ©
AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statenfeimaudited)

NOTE 1. BASIS OF PRESENTATION

The interim unaudited condensed consolidated fiahrstatements contained herein should be readmjuaction with the audited consolida
financial statements and accompanying notes teadheolidated financial statements for the fiscaryended September 30, 2010 included in |
Financial Group, Inc.’s (“Meta Financial” or the 6@pany”) Annual Report on Form X0{iled with the Securities and Exchange Commis
(“SEC”) on December 13, 2010. Accordingly, footnote disgtes, which would substantially duplicate the ldsare contained in the audi
consolidated financial statements, have been ainitte

The financial information of the Company includeerdin has been prepared in accordance with U.Sergiyn accepted accounting princig
(“GAAP") for interim financial reporting and has &e prepared pursuant to the rules and regulatmmeporting on Form 10-Q and Rule Q0-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 finangasdition and results of operations for the peripdssented. The results of the interim period e
March 31, 2011, are not necessarily indicativehefresults expected for the year ending Septenthe2(3 1.
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NOTE 2. CREDIT DISCLOSURES
The Allowance for Loan Losses and Recorded Investindoans at March 31, 2011 and September 300 204 as follows:

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

Three Months Ended March 31, 201

Allowance for loan losses

Beginning balanc $ 47 $ 3,17¢ $ 25 $ 37C $ 11C $ 102 $ 93t § 4,76:
Provision charged to expen 76 274 13 (142 3 (39 3C 214
Losses charged o (42) — — (25¢) (15) — — (319
Recoveries — — — 78 — — — 78

Ending balance $ 82 % 3,44¢ $ 38 $ 48 $ 92 $ 68 $ 965 § 4,741

Six Months Ended March 31, 201:

Allowance for loan losses

Beginning balanc $ 5C $ 3,05: $ 111 $ 73 $ 131 % 12t $ 1,02¢ $ 5,23«
Provision charged to expen 73 41C (73) (82 (24) (57) (62) 18€
Losses charged ¢ (42) (15) — (758 (15) — — (829
Recoveries — — — 15C — — — 15C

Ending balance $ 82 $ 3,44¢ $ 38 $ 48 $ 92 $ 68 $ 965 $ 4,741

Ending balance: individually evaluatt
for impairment $ — $ 1,41C $ 14 $ 3% $ 69 $ — $ — $ 1,53

Ending balance: collectively evaluate
for impairment $ 82 % 2,03t $ 24 $ 9% 23 $ 68 $ 965 $ 3,20¢

Ending balance: loans acquired with
deteriorated credit quality $ — $ — $ — $ — $ — $ — 3 — $ —

Loans:

Ending balance: individually evaluatt
for impairment $ — 3 16,22¢ $ 1,364 $ 9€ $ 152 $ — $ — $ 17,84(

Ending balance: collectively evaluate
for impairment $ 3633«$ 184,14. % 17,93. $ 38,77( $ 14,78¢ $ 25,02: $ — $316,98!

Ending balance: loans acquired with
deteriorated credit quality $ — $ — $ — 3 — $ — % — $ — 8 —
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The Asset Classification at March 31, 2011 and &apter 30, 2010 are as follows:

Commercial
and

1-4 Family Multi Family Agricultural Commercial Agricultural

Residential Real Estate Real Estate Consumer Business Operating
March 31, 2011
Pass $ 35,35( $ 158,62 $ 15,52¢ $ 38,28t $ 13,68! $ 18,18¢
Watch 73¢ 21,31: 2,38 29t 1,09¢ 6,83
Special Mentior 24k 4,20¢ 19 19C 7 —
Substandar — 14,42¢ 1,36: 56 11¢ —
Doubtful — 1,80( — 39 34 —

$ 36,33¢ % 200,37 $ 19,29 38,86¢ $ 1493¢ $ 25,02:
Commercial
and

1-4 Family Multi Family Agricultural Commercial Agricultural

Residential Real Estate Real Estate Consumer Business Operating
September 30, 201!
Pass $ 39,46 $ 182,81: $ 19,75: $ 47,34¢  $ 18,50 $ 22,87
Watch 75C 4,86¢ 3,094 11¢ 71C 8,261
Special Mentior — 7,10¢ — 197 10¢ 1,39:
Substandar — 8,081 3,05( 25¢ 39C —
Doubtful — 1,94¢ — 18¢ — —

$ 40,21+ $ 204,82( % 25,89¢ $ 48,111 % 19,70¢ 32,52¢

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

The Company originates one- to four-family resid@nnortgage loans with terms up to a maximum of/8ars and with loan-tealue ratios up 1
100% of the lesser of the appraised value of tleirgg property or the contract price. The Compamynerally requires that private mortg
insurance be obtained in an amount sufficient thuce the Company’s exposure to at or below the &¥n-tovalue level, unless the loan
insured by the Federal Housing Administration, gaéged by Veterans Affairs or guaranteed by theaRdousing Administration. Residentie
loans generally do not include prepayment penalties

The Company currently offers one, three, five, seard ten year ARM loans. These loans have a-fiagdfor the stated period and, theree
such loans adjust annually. These loans gengraidlyide for an annual cap of up to a 200 basistpaind a lifetime cap of 600 basis points ove
initial rate. As a consequence of using an inftiedd-rate and caps, the interest rates on tlegsesImay not be as rate sensitive as is the Cortgpany
cost of funds. The Company’s ARMs do not permigatare amortization of principal and are not cotitde into a fixed rate loan. The
Companys delinquency experience on its ARM loans has gdligeloeen similar to its experience on fixed ratgidential loans. Current mar
conditions make ARM loans unattractive and very &&w originated.

Due to consumer demand, the Company also offeesl fixte mortgage loans with terms up to 30 years, wioshich conform to secondary marl
i.e., Fannie Mae, Ginnie Mae, and Freddie Mac standdrdsrest rates charged on these fixa@ loans are competitively priced accordin
market conditions. The Company currently sellstmst not all, of its fixed-rate loans with termueater than 15 years.
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In underwriting one- to four-family residential tesstate loans, the Company evaluates both th@weris ability to make monthly payments
the value of the property securing the loan. Musiperties securing real estate loans made by timep@ny are appraised by independen
appraisers approved by the Board of Directoithe Company generally requires borrowers to obdairattorneys title opinion or title insuranc
and fire and property insurance (including floodurance, if necessary) in an amount not less thamatmount of the loan. Real estate I
originated by the Company generally contain a “dnesale”clause allowing the Company to declare the unpsittipal balance due and paye
upon the sale of the security property. The Compes not engaged in sub-prime residential mortgaigénations.

Commercial and Multi-Family Real Estate Lendinhe Company engages in commercial and nfaftily real estate lending in its primary mau
area and surrounding areas and has purchased lehaland participation interests in loans from offireancial institutions. The purchased lo
and loan patrticipation interests are generally sty properties located in the Midwest and West.

The Company’'s commercial and mulimily real estate loan portfolio is secured prityaby apartment buildings, office buildings, ¢
hotels. Commercial and multi-family real estatens generally have terms that do not exceed 26 yleave loan-taralue ratios of up to 80% of t
appraised value of the security property, and gpecally secured by personal guarantees of theokars. The Company has a variety of
adjustment features and other terms in its commleesid multi-family real estate loan portfolio. i@mercial and multfamily real estate loal
provide for a margin over a number of differentided. In underwriting these loans, the Companyerily analyzes the financial condition of
borrower, the borrowes’ credit history, and the reliability and predidlifpof the cash flow generated by the propertgwseng the loan. Appraise
on properties securing commercial real estate loagmated by the Company are performed by inddpehappraisers.

Commercial and multi-family real estate loans gelhempresent a higher level of risk than loans sedwby one- to foufamily residences. Tt
greater risk is due to several factors, includihg toncentration of principal in a limited numbéri@ans and borrowers, the effect of gen
economic conditions on income producing propedied the increased difficulty of evaluating and ntaring these types of loans. Furthermore
repayment of loans secured by commercial and rfartily real estate is typically dependent uponghecessful operation of the related real e
project. If the cash flow from the project is redd (for example, if leases are not obtained cewed, or a bankruptcy court modifies a lease 1
or a major tenant is unable to fulfill its leasdigétions), the borrower’s ability to repay the homay be impaired.

Agricultural Lending. The Company originates loans to finance the mgetof farmland, livestock, farm machinery and pangint, seed, fertiliz
and other farm related products. Agricultural @pi@g loans are originated at either an adjustabliexed rate of interest for up to a one year
or, in the case of livestock, upon sale. Most@gtural operating loans have terms of one yedess. Such loans provide for payments of prin
and interest at least annually or a lump sum paymeon maturity if the original term is less thaneoyear. Loans secured by agricult
machinery are generally originated as fixed-ratesowith terms of up to seven years.

Agricultural real estate loans are frequently aviged with adjustable rates of interest. Generallgh loans provide for a fixed rate of interes
the first one to five years, which then balloonagljust annually thereafter. In addition, such togenerally amortize over a period of ten t
years. Adjustableate agricultural real estate loans provide for @gim over the yields on the corresponding U.S.a3uey security or prin
rate. Fixedrate agricultural real estate loans generally Haums up to five years. Agricultural real estateris are generally limited to 75% of
value of the property securing the loan.
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Agricultural lending affords the Company the oppoaity to earn yields higher than those obtainabte ame- to fourfamily residentic
lending. Nevertheless, agricultural lending ineslva greater degree of risk than one- to family residential mortgage loans because o
typically larger loan amount. In addition, paynseah loans are dependent on the successful ope@timanagement of the farm property sect
the loan or for which an operating loan is utilizeéthe success of the loan may also be affectethdnyy factors outside the control of the f.
borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can seveliatjt crop yields and thus impair loan repaym
and the value of the underlying collateral. Tle& can be reduced by the farmer with a varietinsfirance coverages which can help to ensure
repayment. Government support programs and thep@oyngenerally require that farmers procure crguriance coverage. Grain and lives
prices also present a risk as prices may decliioe far sale resulting in a failure to cover prodoctcosts. These risks may be reduced by the fi
with the use of futures contracts or options togaie price risk. The Company frequently requivesrowers to use future contracts or optior
reduce price risk and help ensure loan repaym&nbther risk is the uncertainty of government pesgs and other regulations. During perioc
low commodity prices, the income from governmergpams can be a significant source of cash to rtedee payments and if these programs
discontinued or significantly changed, cash flowlppems or defaults could result. Finally, manyrfarare dependent on a limited number of
individuals upon whose injury or death may resulan inability to successfully operate the farm.

Consumer Lending- Retail BankThe Retail Bank offers a variety of secured comsr loans, including home equity, home improven
automobile, boat and loans secured by savings dspds addition, the Retail Bank offers otherwed and unsecured consumer loans. The |
Bank currently originates most of its consumer foamits primary market area and surrounding ar@d® Retail Bank originates consumer Ic
on both a direct and indirect basis.

The largest component of the Retail Bankbnsumer loan portfolio consists of home equigns and lines of credit. Substantially all of Retai
Bank’s home equity loans and lines of credit are sechyesecond mortgages on principal residences. Réteail Bank will lend amounts whic
together with all prior liens, typically may be tgp 100% of the appraised value of the property eguthe loan. Home equity loans and line
credit generally have maximum terms of five years.

The Retail Bank primarily originates automobilerisaon a direct basis, but also originates indisetbmobile loans on a very limited basis. Di
loans are loans made when the Retail Bank exteredht airectly to the borrower, as opposed to iecifoans, which are made when the R
Bank purchases loan contracts, often at a discdrory automobile dealers which have extended creditheir customers. The Retail Bagk’
automobile loans typically are originated at fixeterest rates with terms up to 60 months for ned @sed vehicles. Loans secured by automc
are generally originated for up to 80% of the N.AADbook value of the automobile securing the loan.

Consumer loan terms vary according to the typevahdge of collateral, length of contract and creditihiness of the borrower. The underwri
standards employed by the Company for consumesloaiude an application, a determination of thpliapnt's payment history on other de
and an assessment of ability to meet existing abitigs and payments on the proposed loan. Althaveditworthiness of the applicant is a prinr
consideration, the underwriting process also inetual comparison of the value of the security, ¥, @amrelation to the proposed loan amount.

Consumer loans may entail greater credit risk thamesidential mortgage loans, particularly in thhse of consumer loans which are unsecur
are secured by rapidly depreciable assets, suctasobiles or recreational equipment. In suclkegaany repossessed collateral for a defa
consumer loan may not provide an adequate sounapafment of the outstanding loan balance asudt refsthe greater likelihood of damage, |
or depreciation. In addition, consumer loan caitets are dependent on the borrowesdntinuing financial stability, and thus are miikely to be
affected by adverse personal circumstances. Fumtite, the application of various federal and states, including bankruptcy and insolve
laws, may limit the amount which can be recoveneduch loans.

10
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Consumer Lending- Meta Payment Systems (MR@PS offers credit products on a nationwide basihe following categories (1) sponsors
lending and (2) portfolio lending. In a sponsopsiteénding model, MPS typically originates loans asalls (without recourse) the result
receivables to third party investors. In portfdiémding, the Company retains some or all receaslbind relies on the borrower as the under
source of repayment.

Consumer loan collections are dependent on theweris continuing financial stability, and thus are miikely to be affected by adverse pers«
circumstances.

The Company monitors concentrations of credit thay naturally occur and may tattee form of a large volume of related loans toragiviidual, ¢
specific industry, a geographic location or an @etion.

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

The maximum term for loans extended on machinerd aguipment is based on the projected useful lifesoch machinery ar
equipment. Generally, the maximum term on non-gawe lines of credit is one year. The loarbie ratio on such loans and lines of ci
generally may not exceed 80% of the value of tHetewal securing the loan. The Compaigbmmercial business lending policy includes ¢
file documentation and analysis of the borroweHaracter, capacity to repay the loan, the adegohttye borrowers capital and collateral as w
as an evaluation of conditions affecting the boeowAnalysis of the borrowes’past, present and future cash flows is also aortant aspect
the Company’s current credit analysis. Nonethekssh loans are believed to carry higher creslit thhan more traditional investments.

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 realeptpmhose value tends to be more easily asceltiineommercial business loans typically
made on the basis of the borrower’s ability to medayment from the cash flow of the borrowdsusiness. As a result, the availability of fu
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 environmdig. Companys commercial business loans are usually, but medya, secured by busin
assets and personal guarantees. However, théecallaecuring the loans may depreciate over tima;, be difficult to appraise and may fluctt
in value based on the success of the business.m@aorial business loans have been a declining pexgerof the Compang’loan portfolio sinc
2005.

Classified Assets.Federal regulations provide for the classificataf loans and other assets such as debt and espdtyities considered by
Office of Thrift Supervision (the “OTS”) to be oédser quality as “substandard,” “doubtful” or “Ids#\n asset is considered “substandaifdt is
inadequately protected by the current net worth@adng capacity of the obligor or of the collatgsbedged, if any. “Substandard5sets incluc
those characterized by the “distinct possibilitifat the savings association will sustain “some”lak¢he deficiencies are not corrected. As
classified as “doubtful” have all of the weakness#®erent in those classified “substandandijth the added characteristic that the weaknt
present make “collection or liquidation in full,"nothe basis of currently existing facts, conditiom®d values, Highly questionable ai
improbable.” Assets classified as “loss” are thosesidered “uncollectiblednd of such minimal value that their continuancassets without tt
establishment of a specific loss reserve is notavéaed.
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When assets are classified as either substandasdutntful, the Bank may establish general or spealflowances for loan losses in an ami
deemed prudent by management. General allowaapessent loss allowances which have been estathlistrecognize the inherent risk associ
with lending activities, but which, unlike specifitlowances, have not been allocated to partiquiablem assets. When assets are classifi
“loss,” the Bank is required either to establisspacific allowance for losses equal to 100% of gation of the asset so classified or to chatfe-
such amount. The Barkdeterminations as to the classification of thesets and the amount of their valuation allowaacesubject to review |
their regulatory authorities, who may order thelekshment of additional general or specific lobaveances.

Past due loans at March 31, 2011 and Septemb@030,are as follows:

Loans > 90
30-59 Days 60-89 Days  Greater Than Total Past Total Loans Days
Past Due Past Due 90 Days Due Current Receivable  and Accruing

March 31, 2011
Residential -4 Family $ 57 $ 126 $ 187 $ 37z $ 35,96: $ 36,33 $ 80
Commercial Real

Estate and Multi

Family 775 — 15,427 16,20( 184,17( 200,37( 7,54(
Agricultural Real

Estate — 657 92¢ 1,58¢ 17,70¢ 19,29: —
Consume 13 16 43 72 38,79 38,86¢ 43
Commercial Operatin — — 61 61 14,87¢ 14,93¢ —
Agricultural Real

Operating 794 — — 794 24,22¢ 25,02: —

Total $ 1637 $ 801 $ 16,647 $ 19,08 $ 315,74(  $ 334,82 $ 7,66

September 30, 201!

Residential -4 Family $ 192 % 9 % 44 % 644 $ 39,57C $ 40,21 $ 404
Commercial Real
Estate and Multi

Family 3,90( 74€ 4,39¢ 9,04( 195,78( 204,82 257
Agricultural Real

Estate — — 2,19¢ 2,19¢ 23,70( 25,89¢ —
Consume 19z 38 124 354 47,75¢ 48,11 124
Commercial Operatin 32¢ — 202 531 19,17¢ 19,70¢ —
Agricultural Real

Operating — — 40C 40C 32,12¢ 32,52¢ —

Total $ 4,61 $ 79 $ 7,75¢ % 13,168 $ 358,11! $ 371,28 $ 78E
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Impaired loans at March 31, 2011 and Septembe2@®I0) are as follows:

March 31, 2011

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

Total

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

Total

September 30, 201!

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

Total

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

Total

Average

Unpaid Investment Interest

Recorded Principal Specific in Impaired Income
Balance Balance Allowance Loans Recognized
1,21¢ 1,21¢ — 597 12¢€
25,50( 25,50( — 18,28t 30z
2,40¢ 2,40¢ — 4,02t 18€
48t 48t — 35¢ 5
887 887 — 77t 12
6,83 6,83 — 8,06z 79
37,33( 37,33( — 32,10 711
— — — 6 —
16,22¢ 21,63( 1,41C 10,067 442
1,36¢ 1,36¢ 14 1,25¢ —
96 14z 39 28C 1
15z 167 69 697 2
17,84( 23,30 1,532 12,37¢ 44E
84¢ 84¢ — 51C 101
11,87¢ 11,87¢ — 13,41¢ 16€
4,297 4,297 — 4,45k 272
31¢€ 31¢€ — 51z 3
81¢ 81¢ — 1,17¢ 6
8,45 8,452 — 6,801 31C
26,61( 26,61( — 26,87 85¢
— — — 48 —
10,03( 15,57¢ 827 9,77 60
3,05( 3,05( 81 62€ —
44¢ 44¢ 13 32t 3
39C 39C 101 1,28¢ 2
— — — 1,14C —
13,91¢ 19,46¢ 1,027 13,19t 65
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Troubled debt restructured loans at March 31, 204d. September 30, 2010 are as follows:

March 31, 2011

September 30, 201!

Number of

Loans

Residential -4 Family

Commercial Real Estate and Multi
Family

Agricultural Real Estat

Consume

Commercial Operatin

Agricultural Real Operatin

NOTE 3. ALLOWANCE FOR LOAN LOSSES

|~

Pre- Post-
Modification Modification
Outstanding Outstanding

Recorded Recorded
Balance Balance
$ 43 3 43
3,91( 3,91(
34 49

Pre- Post-
Modification Modification
Outstanding Outstanding
Number of Recorded Recorded
Loans Balance Balance
1 % 45 $ 45
2 377 377

At March 31, 2011, the Comparsyallowance for loan losses was $4.7 million, aekese of $0.5 million from $5.2 million at SeptemB@, 2010
During the six months ended March 31, 2011 the Gompecorded a provision for loan losses of $0.[Hani

During the six months ended March 31, 2011, the @ recorded a retail bank provision in the amair$0.3 million due to increases in
general reserves and in the historical loss ratesdmmercial real estate and multi-family loans.

During the three months ended March 31, 2011, thefizany recorded a provision for loan losses inatm®unt of $0.2 million, consisting o
negative provision of $0.1 million related to thismbntinuance of the MPS iAdvance loan programapdovision of $0.3 million primarily relat
to increases in non-performing loans. The Compatotal net chargeifs for the three and six months ended March 81,12vere $0.2 million ar
$0.7 million, respectively. Further discussiontbis change in the allowance is included in “Finah€ondition - Nonperforming Assets ai
Allowance for Loan Losses” in Management’s Discossand Analysis of Financial Condition and Resoft©perations.

The Company establishes its provision for loandessand evaluates the adequacy of its allowancdofor losses based upon a syster
methodology consisting of a number of factors idiolg, among others, historic loss experience, therall level of classified assets and non-
performing loans, the composition of its loan palitf and the general economic environment withinclvhhe Company and its borrowers operate.

Management closely monitors economic developmeutts tegionally and nationwide, and considers tHastrs when assessing the adequa

its allowance for loan losses.

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

Basic EPS is computed by dividing income (loss)ilalsée to common shareholders (the numerator) eywhighted average number of comi
shares outstanding (the denominator) during thmgeBhares issued during the period and shareguead during the period are weighted for
portion of the period that they were outstandifgluted EPS shows the dilutive effect of additiomalmmon shares issuable pursuant to

option agreements.
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A reconciliation of the income and common stockrel@mounts used in the computation of basic andedilEPS for the three and six months

ended March 31, 2011 and 2010 is presented below.

Three Months Ended March 31, 2011 2010
(Dollars in Thousands, Except Share and Per Shata)
Earnings

Net Income 2,747 % 5,174
Basic EPS

Weighted average common shares outstar 3,115,641 2,942,38

Less weighted average unallocated ESOP and noavesiee: (1,667) (3,339

Weighted average common shares outstar 3,113,97 2,939,04!
Earnings Per Common Share

Basic 08¢ $ 1.7¢€
Diluted EPS

Weighted average common shares outstanding foc kasnings per common sh: 3,113,97. 2,939,04!

Add dilutive effect of assumed exercises of stoptiams, net of tax benefi 1,89¢ 33,71(

Weighted average common and dilutive potential comshares outstandit 3,115,86! 2,972,75!
Earnings Per Common Share

Diluted 0.8¢ $ 1.74
Six Months Ended March 31, 2011 2010
(Dollars in Thousands, Except Share and Per Shat&)
Earnings

Net Income 3,46¢ $ 6,36¢
Basic EPS

Weighted average common shares outstar 3,113,751 2,788,861

Less weighted average unallocated ESOP and nonveséee: (1,667) (3,339

Weighted average common shares outstar 3,112,08! 2,785,53
Earnings Per Common Share

Basic 111 $ 2.2¢
Diluted EPS

Weighted average common shares outstanding foc kasnings per common sh: 3,112,08! 2,785,53

Add dilutive effect of assumed exercises of stogtiams, net of tax benefi — 36,63(

Weighted average common and dilutive potential comshares outstandit 3,112,08! 2,822,16.
Earnings Per Common Share

Diluted 111 $ 2.2¢€
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Stock options totaling 364,478 and 364,907 werecootsidered in computing diluted EPS for the thaad six months ended March 31, 2(
respectively, because they were not dilutive. IStiations totaling 363,464 and 348,014 were nosittared in computing diluted EPS for the ti
and six months ended March 31, 2010, respectilmgause they were not dilutive. The calculationhef diluted EPS for the six months en
March 31, 2011 does not reflect the assumed exeo€i§,028 stock options because the effect woala been anti-dilutive for the period.

NOTE 5. SECURITIES

The amortized cost, gross unrealized gains an@doasd estimated fair values of available for sataurities at March 31, 2011 and Septembe
2010 are presented below.

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
COST GAINS (LOSSES) VALUE

(Dollars in Thousands
March 31, 2011
Debt securitie:

Trust preferred and corporate securi $ 2497: $ 15C $ (5,75¢) $ 19,36
Obligations of states and political subdivisic 4,46( 93 (80) 4,47:
Mortgage-backed securities 596,88! 7,25¢ (2,186 601,95:
Total debt securities $ 626,31t $ 7497 $ (8,029 $ 625,78¢
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
COST GAINS (LOSSES) VALUE

(Dollars in Thousands
September 30, 201!
Debt securitie!

Trust preferred and corporate securi $ 25,46¢ $ 7% (7,929 $ 17,55
Obligations of states and political subdivisic 3,76¢ 15t 8) 3,91¢
Mortgage-backed securities 475,02t 10,67 (312) 485,38!
Total debt securities $ 504,26. $ 10,83: $ (8,242 $ 506,85
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Gross unrealized losses and fair value, aggredajedvestment category and length of time thatvitilial securities have been in continu
unrealized loss position at March 31, 2011 andeeper 30, 2010 are as follows:

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
Value (Losses’ Value (Losses’ Value (Losses’

(Dollars in Thousand:s
March 31, 2011
Debt securitie:

Trust preferred and corporate securi $ — $ — $ 19,06: $ (5,758 $ 19,06: $ (5,75¢)
Obligations of states and political

subdivisions 1,83¢ (80) — — 3 1,83t $ (80)

Mortgage-backed securities 213,37 (2,186€) — — 213,37 (2,186€)

Total debt securities $ 21521 $ (2,266) $ 19,06: $ (5,758 $ 234.27¢  $ (8,029

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
Value (Losses’ Value (Losses’ Value (Losses’

(Dollars in Thousands
September 30, 201!
Debt securitie:

Trust preferred and corporate securi $ — 3 — 3 17,55, $ (7,929 % 17,55 $ (7,929
Obligations of states and political
subdivisions 1,11C (8 — — 1,11C (8
Mortgage-backed securities 67,221 (312 — — 67,221 (312
Total debt securities $ 68,337 $ (320) % 1755, $ (7,927) $ 85,88¢ $ (8,242)

The Companys management reviews the status and potential tithertemporary impairment of the trust preferreclusities on a monthly basis.
its review, management discusses duration of umezhlosses and reviews credit rating changeserQ#ttors, but not necessarily all, consid
are: that the risk of loss is minimized and eatsiedetermine due to the singksuer, rather than pooled, nature of the secsyitiee condition of tf
five banks listed, and whether there have beerpaggnent deferrals or defaults to-date. Such facoe subject to change over time.

At March 31, 2011, the investment portfolio inclddgecurities with current unrealized losses whiahehexisted for longer than one year. A
these securities are considered to be acceptaddiit cisks. Because the declines in fair valueendre to changes in market interest rates, r
estimated cash flows, no other-th@mporary impairment was recorded at March 31, 20@laddition, the Company has the intent anditgktib
hold these investment securities for a periodroétsufficient to allow for an anticipated recovery.

NOTE 6. COMMITMENTS AND CONTINGENCIES
At March 31, 2011 and September 30, 2010, the Cagnpad outstanding commitments to originate anahmsge loans and unused lines of ¢

totaling $35.2 million and $37.8 million, respediy. It is expected that outstanding loan committeewill be funded with existing liqu
assets. At March 31, 2011, the Company had no d¢omants to purchase or sell securities availables#de.
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Legal Proceedings

Lawsuits against MetaBank involving the sale ofpmuted MetaBank certificates of deposit continudecaddressed. In all, nine cases have
filed to date, and of those nine, three have béemidsed, and four have been settled for payméatsthe Company deemed reasonable und:
circumstances, including the costs of litigatiodf the two remaining cases, one is a class actame.cOn May 5, 2010, in that class ac
Guardian Angel Credit Union v. MetaBank et al., €&k. 08-cv-261-PB (USDC, District of NH), the cbgranted the plaintif§ motion to certif
the class. Additionally, a lawsuit relating toshhatter has been filed by Airline Pilots Assoc éretl Credit Union in the lowa District court
Polk County, Case No. CL-118792. The underlyingtenavas first disclosed in the Compasguarterly report for the period ended Decembg
2007, which stated that an employee of the Banksddi fraudulent CDs for her own benefit. The uhatized and illegal actions of the emplo
have since prompted a number of demands and lanseéking recovery on the fraudulent CDs to bel fdgainst the Bank, which have b
disclosed in subsequent filings. The employee pvasecuted, convicted and, on June 2, 2010, seedenanore than seven years in federal p
and ordered to pay more than $4 million in redttut Notwithstanding the nature of her crimes, ahivere unknown by the Bank and
management, plaintiffs in the two remaining casekgo impose liability on the Bank under a nuntdifdegal theories with respect to the remail
$3.6 million of fraudulent CDs that were issuedtbg former employee. The Bank and its insurerctviiias assumed defense of the actior
which is advancing defense costs subject to avasen of rights, continue to vigorously contesthlility in the remaining actions. The Company’
estimate of a range of possible losses is appragisnd0 to $0.4 million as of the filing date oigheport.

Cedar Rapids Bank & Trust Company v MetaBank, QéseLACV007196. In a separate matter, on Noven$)e2009, Cedar Rapids Bank
Trust Company (“CRBT”filed a Petition against MetaBank in the lowa D&tCourt in and for Linn County claiming an unsified amount o
money damages against MetaBank arising from CRBBTrticipation in loans originated by MetaBankctompanies owned or controlled by [
Nelson. The complaint states that the Nelson comegaeventually filed for bankruptcy and the loainsjuding CRBTs portion, were not full
repaid. Under a variety of theories, CRBT claitmst tMetaBank had material negative information atizan Nelson, his companies and the I
that it did not share with CRBT prior to CRBT taggia participation interest MetaBank believes that CRBS loss of principal was limited
approximately $0.2 million, and in any event interid vigorously defend the case. The Compamegtimate of a range of losses is approxim
$0 to $0.2 million as of the filing date of thigoeat.

In re Meta Financial Group, Inc., Securities Litiga, No. 10-4108MWB. In October and November, 2010, former stodttbs Thirumalesh Bh
and Alaa M. Elgaouni filed separate purported cksfon lawsuits in the United States District Gdor the Northern District of lowa against
Company and certain of its officers alleging Vvimdas of certain federal securities laws. The laitgs which purport to be brought on behal
those who purchased the Company's stock between1¥ag009 and October 15, 2010, allege that the gaom and the named officers viola
Sections 10(b) and 20(a) of the Securities Exchakgeand SEC Rule 106-in connection with certain allegedly false andleading publi
statements allegedly made during this period by Gloenpany and its officers. On December 15, 2010, Bhat voluntarily dismissed
complaint. In the remaining matter, renamed by @uart as In re Meta Financial Group, Inc., Se@sititigation, former stockholder Ed
Partnership was named lead plaintiff on January202,1. On April 11, 2011 Defendants moved to désmall claims against them. Briefing
Defendants' motion is expected to be complete by 843 2011 and a ruling by the Court on Defendantstion to dismiss is expected some 1
thereafter. All discovery is stayed during penden€ Defendants' motion to dismiss pursuant to fgions of the Private Securities Litigat
Reform Act of 1995. The complaint does not speaifyamount of damages sought. The Company deniedléigations in the complaint and inte
to vigorously pursue its defense. An estimatdhef@ompany’s possible loss cannot be made becétise early stage of the litigation.
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There have been three lawsuits recently filed ih126oncerning automated teller machines sponsoréddtaBank, each of which involves clai
that a notification required to be placed upon atomated teller machine was absent on a specife; daviolation of Regulation E of the Electro
Fund Transfer Act: Nicholas Martin, on behalf afhbkelf and a class, v. Automated Financial, LLC tdBank, and Does 1-5, Case No. 1:11-cv-
00525, filed in the United States District Count foe Northern District of Illinois; Ulysse Louismadividually and on behalf of all others similg
situated, v. Automated Financial, LLC, and MetaBaahb/a Meta Payment Systems, a division of Met&B&ase No. 1:11-c02104, filed in th
United States District Court for the Northern Didtiof lllinois; and Jordan Rosenfeld, individuabyd on behalf of all others similarly situatec
MetaBank, Meta Payment Systems, and Does 1-1Qsivel, Case No. 3:11-cv-007%9; filed in the United States District Court foreti$outher
District of California. The Martin case has alreduen dismissed voluntarily by the Plaintiff. TBempany denies liability in the Louisma
Rosenfeld matters, and will contest these lawswiis the ATM operators, Automated Financial LLC {ive Louisma matter) and Swipe USA, L

(in the Rosenfeld matter), which are each obligatethdemnify the Company for losses, costs ancerges in these matters. The Company’
possible loss cannot be estimated at this stagfeedftigation because the extent of the Compsuydemnification by Automated Financial, LLC
unknown.

Patrick Finn and Light House Management Group, &sdreceiver for First United Funding, LLC and Gaxe Johnson v. MetaBank etal, Case
5:11-cv-04041. On May 4, 2011, Patrick Finn anghtiHouse Management Group, Inc. as Receiversifst Bnited Funding, LLC and Corey N.
Johnson (“Receivers”) filed a Complaint against MBank in the United States District Court for therfiiern District of lowa requesting judgment
avoiding approximately $1.5 million of transfersattallegedly resulted in a profit to MetaBank amgsfrom MetaBank'’s participation

in loans originated by First United Funding, LLSimilar complaints have been filed by the Receiegainst other lenders who purchased
participation interests in the same or similar kariginated by First United Funding, LLC. The q@aint states that First United Funding, LLC
Corey N. Johnston were involved in a criminal eptise to defraud creditors. Under a variety obties, Receivers claim that loan repayments to
MetaBank constitute fraudulent transfers and MetéBaas unjustly enriched to the detriment of thesalitors. MetaBank intends to vigorously
defend the case. An estimate of the Company’siplesloss cannot be made as of the filing dateibse of the early stage of the dispute.

See Note 12 — OTS Supervisory Directive and RelMeatters and Item 1. “Business — Bank Supervisind Regulation -OTS Supervisot
Directives and Related Matters” of our Annual Repmr Form 10K for the year ended September 30, 2010 for a d&on of existing OT
enforcement matters and future corrective actigks.discussed in Note 12, because of the stagésofissions with the OTS, an estimate of
Company'’s possible loss cannot be made as oflthg fate of this report.

The Bank utilizes various third parties for, amatiger things, its processing needs, both with sjpestandard bank operations and with respt
its MPS division. MPS was notified in April 2008 bne of the processors that the processtomputer system had been breached, which ldg
unauthorized load and spending of funds from Biasked cards. The Bank believes the amount intiguet® be approximately $2.0 million. T
processor and program manager both have agreemiginthe Bank to indemnify it for any losses asault of such unauthorized activity, and
matter is reflected as such in its financial staets. In addition, the Bank has given notice sooitvn insurer. The Bank has been notified b
processor that its insurer has denied the claigdfilThe Bank made demand for payment and filecdtraadd for arbitration to recover
unauthorized loading and spending amounts andicettanages. The Bank has settled its claim withgiogram manager, and has receive
arbitration award against the processor. Thatratiwin has been entered as a judgment in the SfaBouth Dakota, which judgment has &
transferred to Florida for garnishment proceedagginst the processor and its insurer. The Conipgrossible loss cannot be estimated becal
the uncertainty of the amount of indemnificationiethmay be collected by the Company and the Conipangurance coverage.

Certain corporate clients of an unrelated compaayed Springbok Services, Inc. requested throughssa mediation as a means of reach
settlement in lieu of commencing litigation agail&taBank. The results of that mediation haveledto a settlement. These claimants purct
MetaBank prepaid reward cards from Springbok, piaoBpringbok’s bankruptcy. As a result of Sprialgls bankruptcy and cessation of busir
some of the rewards cards which had been purchasesl never activated or funded. Counsel for tteegmpanies have indicated that they
prepared to assert claims totaling approximately $tillion against MetaBank based on principal/ayeor failure to supervise theories. ~
Company denies liability with respect to thesernki An estimate of the Compasypossible loss cannot be estimated because ehthestage ¢
the dispute and the extent of the Company’s insigaoverage.

Other than the matters set forth above, there @mhrer new material pending legal proceedingspoiates to which the Company or its subsidi
is a party other than ordinary litigation routimetheir respective businesses.

NOTE 7. STOCK OPTION PLAN
The Company maintains the 2002 Omnibus Incentia,Rivhich, among other things, provides for therang of stock options and nonves

(restricted) shares to certain officers and dinectif the Company. Awards are granted by the S@gton Committee of the Board of Direct
based on the performance of the award recipientsher relevant factors.
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In accordance with ASC 718, compensation expensshiare based awards is recorded over the vestinigdpat the fair value of the award at
time of grant. The exercise price of options ar¥alue of nonvested shares granted under the @oypincentive plans is equal to the fair ma
value of the underlying stock at the grant datee Tompany assumes no projected forfeitures ostditsk based compensation, since a
historical forfeiture rates on its stock based imce awards has been negligible.

A summary of option activity for the six months eddMarch 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 Shara)

Options outstanding, September 30, 2 490,99: $ 23.3¢ 6.4¢ $ 4,57¢
Grantec — —
Exercisec — —
Forfeited or expirel (1,000 23.0¢
Options outstanding, March 31, 2011 489,99: $ 23.3¢ 5.9¢ $ 21C
Options exercisable, March 31, 2011 454,79: $ 23.3¢ 597 $ 15€

A summary of nonvested share activity for the sonths ended March 31, 2011 is presented below:

Weighted
Average Fair

Number of Value at

Shares Grant
(Dollars in Thousands, Except Share and Per Shaia)

Nonvested shares outstanding, September 30, 1,667 $ 2447
Grantec 1,05(C 31.7¢
Vested (1,050 31.7¢
Forfeited or expirel — —
Nonvested shares outstanding, March 31, & 1,667 $ 2447

At March 31, 2011, stock based compensation expeosget recognized in income totaled $94,000 whickxpected to be recognized ow
weighted average remaining period of 0.91 years.
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NOTE 8. SEGMENT INFORMATION

An operating segment is generally defined as a oot of a business for which discrete financifdrimation is available and whose results
reviewed by the chief operating decisioraker. Operating segments are aggregated into tedgp@rsegments if certain criteria are met.
Company has determined that it has two reportadgensnts. The first reportable segment, Traditi@aaiking, consists of its banking subsidi
MetaBank. The Bank operates as a traditional comityjmbank providing deposit, loan and other relafgdducts to individuals and srmr
businesses, primarily in the communities wherertbffices are located. MPS, the second reportabtgment, provides a number of products i
services to financial institutions and other buss®s. These products and services include issoépcepaid debit cards, such as payroll progr
gift card programs, rebate programs, travel programd tax related programs, sponsorship of ATMstim debit networks and credit programs
ACH origination services. The remaining groupimgler the caption “All Others” consists of the opien@s of Meta Financial Group, Inc. and inter-
segment eliminations. Transactions between a#siathe resulting revenues of which are shownhim ihtersegment revenue category,
conducted at market prices, meaning prices thatdumei paid if the companies were not affiliateqe Tollowing tables present segment data fo
Company for the three and six months ended Mar¢l2@11 and 2010, respectively.

Meta
Traditional Payment
Banking Systems® All Others Total

Three Months Ended March 31, 201:

Interest incom: $ 6,56¢ $ 3,012 $ — $ 9,58(

Interest expense 1,00¢ 40 11E 1,16

Net interest income (los 5,56( 2,97 (115 8,41

Provision for loan losse 30C (86) — 214

Nor-interest incom 1,13 18,32( 13 19,47(

Non-interest expense 5,27¢ 17,87¢ 10z 23,25!
Income (loss) before te 1,12: 3,50z (204) 4,42;

Income tax expense (benefit) 431 1,327 (83) 1,67t
Net income (loss $ 69z $ 2,17¢ $ (121) $ 2,74
Inter-segment revenue (expen: $ 258 $ (258) $ — 3 —
Total asset 310,90! 870,44: 2,05¢ 1,183,40:
Total deposit: 219,46( 828,33. (747) 1,047,04!

Meta
Traditional Payment
Banking Systems® All Others Total

Three Months Ended March 31, 201(

Interest incomt $ 594/ % 4,44 % 6) $ 10,38

Interest expense 1,132 13€ 114 1,38

Net interest income (los 4,812 4,30¢ (220) 9,001

Provision for loan losse 2,00( 7,47¢ — 9,47¢

Nor-interest incom 488 37,12: 31 37,63¢

Non-interest expense 5,04¢ 23,58’ 23E 28,86¢
Income (loss) before te (1,749 10,36¢ (329 8,29:

Income tax expense (benefit) (673) 3,90 (117 3,11¢
Net income (loss $ (1,07¢) $ 6,46 $ (213 $ 5,17¢
Inter-segment revenue (expen: $ 2571 % 2,577) $ — $ =
Total asset 384,03. 596,91¢ 96C 981,91(
Total deposit: 210,72 570,89¢ (2,247 779,37t
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Meta
Traditional Payment
Banking Systems® All Others Total

Six Months Ended March 31, 201:

Interest incom: $ 13,16« $ 6,03C $ 6 19,20(

Interest expense 2,181 87 237 2,50t

Net interest income (los 10,98: 5,94 (231 16,69¢

Provision for loan losse 30C (114 — 18¢€

Nor-interest incom 2,40¢ 32,34« 23 34,77¢

Non-interest expense 12,21¢ 32,36( 291 44,86¢
Income (loss) before te 874 6,041 (499 6,41¢€

Income tax expense (benefit) 85E 2,28t (192) 2,94¢
Net income (loss $ 19 $ 3,75¢ $ (307) 3,46¢
Inter-segment revenue (expen: $ 4,88¢ $ (4,889 $ — —
Total asset 310,90! 870,44: 2,05¢ 1,183,40:
Total deposit: 219,46( 828,33. (747) 1,047,04!

Meta
Traditional Payment
Banking Systems® All Others Total

Six Months Ended March 31, 201(

Interest incomt $ 11,60¢ $ 7,828 % 14 19,447

Interest expense 2,66¢ 21€ 24% 3,127

Net interest income (los 8,94( 7,60¢ (229) 16,32(

Provision for loan losse 3,10¢ 11,06¢ — 14,16¢

Nor-interest incomt 2,97¢ 56,64+ 55 59,67¢

Non-interest expense 9,82t 41,44 401 51,66¢
Income (loss) before te (1,010 11,74: (575) 10,15¢

Income tax expense (benefit) (389 4,371 (19€) 3,79(
Net income (loss $ (621) $ 7,36¢ $ (377) 6,36¢€
Inter-segment revenue (expen: $ 495. $ (4,959 $ = =
Total asset 384,03. 596,91¢ 96( 981,91(
Total deposit: 210,72 570,89¢ (2,247 779,37t

22




Table of Content

The following tables present gross profit dataMt®S for the three and six months ended March 311 2d 2010, respectively.

Three Months Ended March 31, 2011 2010
Interest incomt $ 3,01z $ 4,44F
Interest expense 40 13€
Net interest incom 2,97 4,30¢
Provision for loan losse (86) 7,47¢
Nor-interest incomt 18,32( 37,12:

Card processing expense 8,12( 14,09¢
Gross Profit 13,25¢ 19,85¢
Other non-interest expense 9,75k 9,492

Income from operations before t 3,50z 10,36¢
Income tax expense 1,32} 3,90¢

Income from operations $ 2,17¢  $ 6,46

Six Months Ended March 31, 2011 2010
Interest incomt $ 6,03C $ 7,82¢
Interest expense 87 21€
Net interest incom 5,94 7,60¢
Provision for loan losse (119 11,06¢
Nor-interest incomt 32,34« 56,64«

Card processing expense 13,34 22,441
Gross Profit 25,05¢ 30,73"
Other non-interest expense 19,017 18,99¢

Income from operations before t 6,041 11,74:
Income tax expense 2,28t 4,371

Income from operations $ 3,75¢ % 7,364

NOTE 9. NEW ACCOUNTING PRONOUNCEMENTS

In April 2010, FASB issued ASU No. 2010-1Bffect of a Loan Modification When the Loan Is Pafra Pool That Is Accounted for as a Sii
Assel. As a result of this update, modifications of Isdhat are accounted for within a pool under Subt8{0-30 do not result in the removal
those loans from the pool even if the modificatidrthose loans would otherwise be considered dtesudebt restructuring. An entity will contir
to be required to consider whether the pool of tassewhich the loan is included is impaired if exped cash flows for the pool change. £
No. 201(-18 is effective for the Company in the first interperiod of fiscal 2011 (December 31, 2010) andaheual reporting period beginn
September 30, 2011. The Company adopted ASU 201f+dB8er ended December 31, 2010 with no materiphtt on the Comparg/financia
position, results of operation or cash flows.
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In July 2010, FASB issued ASU 2010-ZWisclosures about the Credit Quality of Financingdgivables and the Allowance for Credit Log#€SC
Topic 310). This guidance will expand disclosurgsréquiring additional disaggregated informatiofated to the current disclosures. It will &
require additional disclosures to provide inforrmatbased on credit quality, past due aging infoionatrouble debt restructuring information,
significant purchases and sales of financing redsas. ASU 201@0 is effective for the Company for interim and aalhreporting periods endi
after December 15, 2010. The Company adopted ASLD-20 quarter ended December 31, 2010 with no mahtienpact on the Comparg’
financial position, results of operation or casiw.

In April 2011, the FASB issued ASU 2011-02Creditor's Determination of Whether a Restruatgris a Troubled Debt Restructuri@SC Topic
310), which modifies guidance for identifying restturings of receivables that constitute a trouldett restructuring (“TDR”).Upon adoptior
ASU 201102 requires retrospective application to all regtrtings occurring during 2011 along with disclasaf certain additional informatic
The ASU is expected to cause more loan modificatimnbe classified as TDRs and the Company is atiaty its modification programs a
practices in light of the new ASU. The Companyl atlopt ASU 2011-02 for the interim and annual @eending September 30, 2011.

NOTE 10. FAIR VALUE MEASUREMENTS

ASC 820,Fair Value Measurementiefines fair value, establishes a framework for sneag the fair value of assets and liabilitieshgsa hierarch
system and expands disclosures about fair valusumement. It clarifies that fair value is the pribat would be received to sell an asset or @
transfer a liability in an orderly transaction beem market participants in the market in whichrtéorting entity transacts.

The fair value hierarchy is as follows:

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

Level 2 Inputs- Valuation is based upon quoted prices for simitatruments in active markets, quoted prices fontidal or simila
instruments in active markets and model-based tiatugechniques for which significant assumptioress @bservable in the market.

Level 3 Inputs- Valuation is generated from modmsed techniques that use significant assumptionshservable in the market ¢
are used only to the extent that observable inptésnot available. These unobservable assumptiffect the Compang’ owr
estimates of assumptions that market participaptgdwse in pricing the asset or liability. Vaioattechniques include use of opt
pricing models, discounted cash flow models andlairtechniques.

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

Securities Available for SaleSecurities available for sale are recorded atvaiue on a recurring basis. Fair value measurefiselpased upc
qguoted prices, if available. If quoted prices aot available, fair values are measured using dependent pricing service. Level 1 secur
include those traded on an active exchange, suttieasew York Stock Exchange, as well as U.S. Tingaand other U.S. government and age
securities that are traded by dealers or brokeastiwe over-thesounter markets. The Company had no Level 1 géeuiat March 31, 2011. Le
2 securities include agency mortgaggeked securities and private collateralized mgegabligations, municipal bonds and corporate
securities.
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The following table summarizes the assets of they@my for which fair values are determined on aiméeg basis at March 31, 2011.

Fair Value at March 31, 2011
(Dollars in Thousands Total Level 1 Level 2 Level 3

Investment securities available for s $ 625,78¢ $ — 3 625,78¢ $ —

Fair Value at September 30, 201

Investment securities available for s $ 506,85. $ — $ 506,85. $ —
Included in securities available for sale are tprsferred securities as follows:

At March 31, 2011

Unrealized S&P Moody
Issuer ) Book Value Fair Value Gain (Loss) Credit Rating Credit Rating
(Dollars in Thousands)

Key Corp. Capital $ 498. $ 3,75¢ % (1,22¢) BB Baa3
Huntington Capital Trust Il S 4,971 3,55( (1,427 BB- Bal
Bank Boston Capital Trust @ 4,96¢ 3,85( (1,114 BB+ Baa3
Bank America Capital Il 4,952 3,85( (1,102) BB+ Baa3
PNC Capital Trus 4,957 4,05¢ (893 BBB Baa2
Cascade Capital Trust | 144A 15C 30C 15C

Total $ 2497. $ 19,36: $ (5,60¢)

(1) Trust preferred securities are single-issuarideere are no known interest deferrals, defaulexcess subordination, except for Cascade
Capital Trust | 144A

(2) Bank Boston was acquired by Bank of Amer

(3) Security not rated and in deferral of inter

The Companys management reviews the status and potential impat of the trust preferred securities on a mgnthdsis. In its reviev
management discusses duration of unrealized l@sgkseviews credit rating changes. Other factmusnot necessarily all, considered are: the
risk of loss is minimized and easier to determine tb the singléssuer, rather than pooled, nature of the secsritie condition of the banks list
and whether there have been any payment deferrdisfaults to-date. Such factors are subject &mgh over time.

Foreclosed Real Estate and Repossessed A Real estate properties and repossessed assétigiallg recorded at the lower of cost or fairlve
less selling costs at the date of foreclosurebéistdng a new cost basis.
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Loans. The Company does not record loans at fair value oecurring basis. However, if a loan is congddmpaired, an allowance for Ic
losses is established. Once a loan is identifiehd@dividually impaired, management measures impexit in accordance with ASC 318¢counting
for Creditors for Impairment of a Loa When the fair value of the collateral is basedhnrobservable market price or current appraiségeyshe
Company records the impaired loan as non-recutevej 2.

The following table summarizes the assets of the@my for which fair values are determined on aremurring basis at March 31, 2011.

Fair Value at March 31, 2011

(Dollars in Thousands Total Level 1 Level 2 Level 3

Foreclosed Assets, n $ 93: $ — 3 93: $ —

Loans 17,83¢ — — 17,83¢
Total $ 18,77: $ — $ 93: % 17,83¢

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3

Foreclosed Assets, n $ 1,298 % — 3 1298 $ —

Loans 13,91¢ — — 13,91¢
Total $ 15,21« $ — $ 1,29 $ 13,91¢

The following table discloses the Company’s esteddair value amounts of its financial instrumenitsis managemenrd’belief that the fair valu
presented below are reasonable based on the waudathniques and data available to the CompaMaath 31, 2011 and September 30, 201
more fully described below. The operations of @G@mpany are maged from a going concern basis and not a liquidatiasis. As a result, 1
ultimate value realized for the finaial instruments presented could be substantiéffgrént when actually recognized over time throtigé norme
course of operations. Additionally, a substarg@tion of the Company’s inherent value is the Bardapitalization and franchise value. Neithe
these components have been given consideratidre ipresentation of fair values below.
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The following presents the carrying amount ancheatied fair value of the financial instruments hgydhe Company at March 31, 2011 and
September 30, 2010. The information presentedtigst to change over time based on a varietycibfa.

March 31, 2011 September 30, 201!
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

(Dollars in Thousand:s
Financial assets

Cash and cash equivalel $ 158,70¢ $ 158,70¢ $ 87,50 $ 87,50:
Securities available for sa 625,78 625,78 506,85: 506,85:
Loans receivable, n 330,08« 338,01 366,04! 369,30:
FHLB stock 5,194 5,194 5,28: 5,28:
Accrued interest receivab 4,447 4,447 4,75¢ 4,75¢
Financial liabilities

Noninterest bearing demand depo 847,81: 847,81: 675,16: 675,16:
Interest bearing demand deposits, savings, and ynoaekets 80,57: 80,57: 76,21¢ 76,21¢
Certificates of deposit 118,66( 120,51 146,07: 148,49(

Total deposit: 1,047,04! 1,048,89! 897,45: 899,87.
Advances from FHLE 22,00( 24,51( 22,00( 25,56
Securities sold under agreements to repurc 11,783 11,783 8,90¢ 8,90
Subordinated debentur 10,31( 10,31¢ 10,31( 10,29
Accrued interest payab 241 241 39z 39z

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

The following sets forth the methods and assumptiged in determining the fair value estimategsfferCompanys financial instruments at Matr
31, 2011 and September 30, 2010.

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

SECURITIES AVAILABLE FOR SALE

To the extent available, quoted market prices @letequotes were used to determine the fair vafuseourities available for sale. For th
securities which are thinly traded, or for whichrke data was not available, management estimaied/élue using other available data.
amount of securities for which quoted market prizese not available is not material to the portf@s a whole.

LOANS RECEIVABLE, NET

The fair value of loans is estimated using a hissébior replacement cost basis concept (i.e., atigiece price concept). The fair value of loans
estimated by discounting the future cash flowsgisire current rates at which similar loans wouldrzde to borrowers with similar credit rati
and for similar remaining maturities. When usihg tliscounting method to determine fair value, $oamre gathered by homogeneous groups
similar terms and conditions and discounted atgetaate at which similar loans would be madedodwers at March 31, 2011 and Septembe
2010. In addition, when computing the estimatedvalue for all loans, allowances for loan loss@se been subtracted from the calculatec
value for consideration of credit quality.
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FEDERAL HOME LOAN BANK (THE “FHLB") STOCK
The fair value of such stock is assumed to appratérbook value since the Company is generally @hledeem 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 édiately withdrawable without penalty. The fairlue of time certificates of deposit v
estimated by discounting expected future cash floyv#he current rates offered on certificates gfadét with similar remaining maturities.

In accordance with ASC 825, no value has beenregitp the Company’s lorgrm relationships with its deposit customers (a@iee of deposi
intangible) since such intangible is not a finahitiatrument as defined under ASC 825.

ADVANCES FROM FHLB
The fair value of such advances was estimated sgodnting the expected future cash flows usingeatrinterest rates at March 31, 2011
September 30, 2010 for advances with similar teantsremaining maturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED

DEBENTURES

The fair value of these instruments was estimagedifcounting the expected future cash flows usiegved interest rates approximating mark
March 31, 2011 and September 30, 2010 over theamintl maturity of such borrowings.

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

LOAN COMMITMENTS
The commitments to originate and purchase loans tems that are consistent with current marketserAccordingly, the Company estimates
the fair values of these commitments are not sicanit.

LIMITATIONS

It must be noted that fair value estimates are mada specific point in time, based on relevant kaainformation about the financ
instrument. Additionally, fair value estimates aesed on existing on- and dfélance sheet financial instruments without attémypb estimate tt
value of anticipated future business, custometicgiships and the value of assets and liabilitied &re not considered financial instruments. &
estimates do not reflect any premium or discouat tould result from offering the Compasyentire holdings of a particular financial instem
for sale at one time. Furthermore, since no maekedts for certain of the Compasyfinancial instruments, fair value estimates maybbsed ¢
judgments regarding future expected loss experjetimgent economic conditions, risk characterist€sarious financial instruments and ol
factors. These estimates are subjective in namdeinvolve uncertainties and matters of signifigadgment and therefore cannot be deterrr
with a high level of precision. Changes in assuomstas well as tax considerations could signifigaaffect the estimates. Accordingly, baset
the limitations described above, the aggregateviaine estimates are not intended to representiriderlying value of the Company, on eith:
going concern or a liquidation 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 six morghded March 31, 2011 and 2010 ar
follows:

Meta Meta
Traditional Payment Payment
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousand:s

Balance as of September 30, 2( $ 1,50¢ $ 1,07¢ $ 77 % 2,66:
Acquisitions during the peric — 112 — 112
Amortizations during the peric — — (77) (77)
Write-offs during the perio (1,50¢) — — (1,50¢)
Balance as of March 31, 2011 $ —  $ 1,19C $ —  $ 1,19(
Meta Meta
Traditional Payment Payment
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 1,50¢ $ 707 % — 3 2,21t
Acquisitions during the peric — 313 23C 543
Amortizations during the peric — — (38) (38)
Balance as of March 31, 2010 $ 1,506 $ 1,02 $ 192 % 2,72(

The Company had no amortizable assets at March(®1L, and one amortizable intangible asset recaatibtarch 31, 2010.

The Company tests goodwill and intangible assetgrpairment at least annually or more often if dibions indicate a possible impairment. Tt
was an impairment to goodwill during the three menénded December 31, 2010. The Company vaft$1.5 million of goodwill through tt
income statement during the three months endedrite®e31, 2010 due primarily to the decline in ttoek price of the Company at that time.

NOTE 12. OTS SUPERVISORY DIRECTIVES AND RELATED MA TTERS
As described in the Company’s Form KC(for the fiscal year ended September 30, 2010ah& had issued Supervisory Directives to the |
based on the OTS’ assessment of the Bank'’s thart relationship risk, enterprise risk managemand rapid growth (in the MPS division) ¢

had also advised that the OTS had determined likaBank engaged in unfair or deceptive acts ortigecin violation of Section 5 of the Fed:
Trade Commission Act and the OTS Advertising Retijutain connection with the Bank’s operation of tAevance line of credit program.
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Related to these enforcement actions, we previdalistfosed that the OTS advised the Company anBdhé& that the OTS:

. is presently preparing a Cease and Desist Ordgrésentation to each of the Company and the Bank,
. will require the Bank to reimburse iAdvance custosria an amount to be determined, and
. is currently considering the need to assess cioiley penalties against the Bank.

As also previously disclosed, the Company and thekBhave been cooperating with the OTS to corteate aspects of our operations that

been determined by OTS to be deficient, and belexdave made substantial progress. The CompantharBank are discussing the terms o
Cease and Desist Orders as well as the reimbursemtarthe OTS in connection with the OTfal determinations. If the Company and the E
enter into Stipulations and Consents to Issuand@rdérs to Cease and Desist (tl@eése and Desist Orders"), we expect that the GeakBesis
Orders will include provisions, among others, whighl require the Company and the Bank to submitthe OTS various management

compliance plans and programs to address the mattentified in the Supervisory Directives as wadl plans for enhancing Company and E
capital and require OTS nabjection for Company cash dividends, distributiostsare repurchases, payments of interest or pehon debt ar
incurrence of debt. With respect to these futureS@ittions, we cannot predict responses by our mestor program managers or whether 1
will be a material effect on our results of operasi or financial condition, although legal and ctiemze costs of the Company and the Bank

increased and may remain at elevated levels.

By letter dated December 28, 2010, the OTS alsectiid the Bank not to increase the amount of beakeeposits from the amount it helc
December 28, 2010 without the prior written raisjection of the OTS Regional Director. The Bankeyes it did not hold any brokered deposit:
December 28, 2010, and therefore does not antizigpetking OTS approval to hold any. At the dimcof the OTS, the Bank has requestec
Federal Deposit Insurance Corporation (the “FDI©"fonfirm the Bank’s position that it does notchahy brokered deposits.
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Part I. Financial Information
Item 2. Management’s Discussion and AnalgéiBinancial Condition and Results of Operations

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”), may from time t
time make written or oral “forward-looking statentghincluding statements contained in its filings wiltle Securities and Exchange Commis
(“SEC"), in its reports to stockholders, and in other comications by the Company, which are made in goatth tay the Company pursuant to
“safe harbor” provisions of the Private Securiti#igation Reform Act of 1995.

These forward-looking statements include statemsittsrespect to the Comparsybeliefs, expectations, estimates, and intentiwsisare subject
significant risks and uncertainties, and are sukjeachange based on various factors, some of whiehbeyond the Comparsytontrol. Suc
statements address, among others, the followingestsb future operating results; customer retentloan and other product demand; impor
components of the Compasybalance sheet and income statements; growthxgrathgion; new products and services, such as tfésed by th
Bank or Meta Payment Systeifig“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 frorhet 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 operatthieseffects of, and changes in, trade, moneta fiacal policies and laws, including intel
rate policies of the Board of Governors of the FabReserve System (the “Federal Reserve”, the “F&tBhe “Board”),as well as efforts of ti
United States Treasury in conjunction with bankutatpry agencies to stimulate the economy and prdke financial system; inflation, inter
rate, market, and monetary fluctuations; the tinddyelopment of and acceptance of new productsandces offered by the Company as we
risks (including reputational and litigation) attkemt thereto and the perceived overall value ofehgroducts and services by users; the ris
dealing with or utilizing thirdsarty vendors; the scope of restrictions and campk requirements and penalties of enforcemerdrecthat ar
related to the OTS supervisory directives in Aug@sttober and December of 2010 and any other sttama which may be initiated; the impac
changes in financial servicdsiws and regulations; technological changes, inolp8ut not limited to the protection of electrofiles or database
acquisitions; litigation risk in general, includitgit not limited to those risks involving the MP®ision; the growth of the Compars/business
well as expenses related thereto; changes in carsspending and saving habits; and the succese @dmpany at managing and collecting a
of borrowers in default.

The foregoing list of factors is not exclusive. dibnal discussions of factors affecting the Compa business and prospects are contained
Company'’s periodic filings with the SEC. The Compaxpressly disclaims any intent or obligationupdate any forwartboking statemer
whether written or oral, that may be made from ttmé&me by or on behalf of the Company or its sdilsies.

GENERAL

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

The Company’s stock trades on the NASDAQ Globalkdtaunder the symbol “CASH.”
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The following discussion focuses on the consoliddteancial condition of the Company and its sulasids, at March 31, 2011, comparet
September 30, 2010, and the consolidated resutiparations for the three and six months ended Mat¢ 2011 and 2010. This discussion sh
be read in conjunction with the Company’s consdéddinancial statements, and notes thereto, ydar ended September 30, 2010.

CORPORATE DEVELOPMENTS AND OVERVIEW

MPS 2011 second quarter net income was $2.2 mil@npared to $6.5 million in the 2010 quarter. Wiioninterest income decreased by $:
million in 2011, expenses and loan loss provisigpease declined by $13.4 million. The change is tjuarter compared to the 2010 quarter
primarily due to the discontinuance of iAdvanc&ictober 2010 and certain income t&kated programs previously disclosed in our AmiRepor
on Form 10-K for the year ended September 30, 28H@ Note 12 of the “Notes to Condensed Consotid&teancial Statementsyvhich is
included in Part I. Financial Information of thigport for an update on the OTS Supervisory Direstiand Related Matters.

The traditional bank segment focuses primarily etalgishing lending and deposit relationships vaittmmercial accounts and consumers.
bank currently operates 12 retail banking brancie®rookings (1) and Sioux Falls (3), South DakdteDes Moines (6) and Storm Lake

lowa. Retail bank checking balances continueddavgrom $42.4 million at March 31, 2010 to $54.8lion, or 29%, at March 31, 2011During
the six months ended March 31, 2011, the traditibaak segment recognized a goodwill impairmentrghaf $1.5 million due primarily to tl
decline in stock price of the Company at that tifftee original goodwill asset represented the exoésgquisition costs over the fair value of
net assets acquired in an earlier bank acquisitixtiuding the charge, the traditional bank nebme was $1.6 million for the six months en
March 31, 2011.

FINANCIAL CONDITION

At March 31, 2011, the Comparsyassets grew by $153.6 million, or 14.9%, to $fllion compared to $1.0 billion at September 301@. Thi
increase in assets was reflected primarily in iases in the Company’s mortgalggeked securities available for sale and to a tesgent cash at
cash equivalents, offset in part by a decreasearCompany’s net loans receivable.

Total cash and cash equivalents were $158.7 midlidlarch 31, 2011, an increase of $71.2 milli@nfr$87.5 million at September 30, 2010.
growth primarily was the result of the Compasddditional liquidity due to seasonal depositsegated by MPS from existing programs,
general, the Company maintains its cash investneritgerestbearing overnight deposits with the FHLB and th&8FRederal funds sold depo:
may be maintained at the FHLB. At March 31, 2ah& Company did not have any federal funds sold.

The total of mortgagbacked securities and investment securities avail@p sale increased $118.9 million, or 23.5%$625.8 million at Marc
31, 2011, as purchases exceeded investment mesuritdlles, and principal paydowns. The Commapygrtfolio of securities available for s
consists primarily of mortgageacked securities, which have relatively short eigetlives. During the six month period ended Masa, 2011, th
Company purchased $237.7 million of mortgage-badesdrities with average lives of five years oslasd stated maturities of 30 years or less.

The Companys portfolio of net loans receivable decreased $3Bilfion, or 9.8%, to $330.1 million at March 310P1. All loan categorit
decreased to lower demand in the Company’s maakets reduction in the level of purchased loans.

Goodwill and intangible assets decreased $1.5anijllor 55.3%, to $1.2 million at March 31, 2011asBd upon the Compaisyperiodic goodwi

impairment testing, it was determined that the i@kl Bank goodwill was impaired. The Companyoteroff the entire amount of $1.5 milli
during the first quarter of fiscal 2011 due prirhato the decline in stock price of the Companthatt time.
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Other assets increased by $2.4 million, or 22.@2$112.8 million at March 31, 2011. This increasienprily relates to an increase in deferred t.
of $1.5 million resulting from the unfavorable clganin unrealized gain on the Company’s securiti@dl@ble for sale portfolio.

Total deposits increased $149.6 million, or 16.786$1.0 billion at March 31, 2011. The Companytgores to grow its low- and ncast depos
portfolio. Deposits attributable to MPS were uy$1 million, or 26.4%, at March 31, 2011, as coragao September 30, 2010. This incr
results from growth in prepaid card programs araberal activity. Offsetting the above increases w&27.4 million decrease in certificate
deposits primarily related to a decrease in publicls.

Total borrowings increased $2.9 million, or 7.0%6nh $41.2 million at September 30, 2010 to $44.Higniat March 31, 2011 and is primarily ¢
to the growth of deposits.

At March 31, 2011, the Company’s shareholdeguity totaled $72.9 million, up $0.9 million fro8v2.0 million at September 30, 2010.
increase was related to net income and was pgrtiefiet by an unfavorable change in the accumdlather comprehensive loss on the Company’
securities available for sale portfolio and, toeasker extent, by the payment of dividends on thengamy’'s common stock (sedrésults c
Operations” below). At March 31, 2011, the Bankntiaues to exceed all regulatory requirements flaisgification as a webapitalize
institution. See “Liquidity and Capital Resourcést’ further information.

Non-performing Assets and Allowance for Loan Losses

Generally, when a loan becomes delinquent 90 dagsoce or when the collection of principal or irgsr becomes doubtful, the Company will p
the loan on a noaecrual status and, as a result of this actionjipusly accrued interest income on the loan isriadet of current income. The Ic
will remain on nonaccrual status until the loan has been broughentior until other circumstances occur that proddequate assurance of
repayment of interest and principal.

The Company believes that the level of allowanaeldan losses at March 31, 2011 adequately reflpotential risks related to these lo:
however, there can be no assurance that all lodhisexfully collectible or that the present lewaIthe allowance will be adequate in the futuree
“Allowance for Loan Losses.”

The table below sets forth the amounts and categaf non-performing assets in the Compangortfolio. Foreclosed assets include a:
acquired in settlement of loans.
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Non-Performinq Loan:

Non-Accruing Loans
1-4 Family
Commercial & Multi Family
Agricultural Real Estat
Consume
Agricultural Operating
Commercial Business

Total

Accruing Loans Delinquent 90 Days or Mc
1-4 Family
Commercial & Multi Family
Consumer

Total
Total Non-Performing Loans
Other Asset:

Non-Accruing Investments
Trust Preferred Securities

Total

Foreclosed Asset
1-4 Family
Commercial & Multi Family
Consume
Commercial Business

Total
Total Other Assets

Total Non-Performing Assets
Total as a Percentage of Total Assets

Non-Performing Assets As Of

March 31,
2011

September
30, 2010

(Dollars in Thousands

$ 107 $ 39

7,88 4,137

1,38 2,65(

— 40C

95 241

9,47: 7,46

8C 404

7,54( 257

43 124

7,66% 78¢

17,13¢ 8,25:

15C 15C

15C 15C

11¢ 14z

51¢ 60¢€

29¢ 54¢€

93:< 1,29¢

1,08 1,44¢

$ 18,21¢ $ 9,69i
1.5% 0.94%

The increase in noperforming loans primarily relates to four commataielationships. Three of the four have now bpkted on a revisi

payment plan and are abiding by those terms.

Classified Assets.Federal regulations provide for the classificattdioans and other assets such as debt and eaquityittes considered by t
OTS to be of lessor quality as “substandard”, “dtwibor “loss.” An asset is considered “substartiaf it is inadequately protected by the curi
net worth and paying capacity of the obligor ortleé collateral pledged, if any. “Substandard” esgeclude those characterized by thistinct
possibility” that the savings association will ist“some loss” if the deficiencies are not coreelct Assets classified as “doubtfiiave all th
weaknesses inherent in those classified as “suttetdsi with the added characteristic that the weakes present makedllection or liquidation i
full,” on the basis of currently existing facts,nditions and values, “highly questionable and inljatde.” Assets classified as “losafe thos
considered “uncollectibleénd of such minimal value that their continuancassets without the establishment of a specifiervesis not warrante
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When assets are classified as either substandasdutntful, the Bank may establish general or spealflowances for loan losses in an ami
deemed prudent by management. General allowaapessent loss allowances which have been estathlistrecognize the inherent risk associ
with lending activities, but which, unlike specifidlowances, have not been allocated to partiquiablem assets. When assets are classifi
“loss,” the Bank is required either to establistpacific allowance for loan losses equal to 100%af portion of the asset so classified or to gear
off such amount. The Bar&determination as to the classification of itsetsand the amount of its valuation allowancesabgect to review by i
regulatory authorities, who may overrule the Banklassifications and require the establishmentaddlitional general or specific Ic
allowances. The discovery of additional informatio the future may also affect both the levellasification and the amount of loss allowances.

On the basis of managementeview of its loans and other assets, at Margh2811, the Company had classified a total of $26ilion of its
assets as substandard, $1.9 million as doubtfulreome as loss. This compares to classificationSegtember 30, 2010 of $33.1 million
substandard, $2.1 million as doubtful and noneoas.| At March 31, 2011, $10.0 million out of a total $26.9 million of substandard asset
attributable to the trust preferred securitiese Bete 10 to the Notes to Condensed ConsolidatezhEial Statements.

Allowance for Loan LossesThe Company establishes its provision for loandesand evaluates the adequacy of its allowandedarlosses bas
upon a systematic methodology consisting of a nunobéactors including, among others, historic l@es@erience, the overall level of classi
assets and noperforming loans, the composition of its loan paitf and the general economic environment withiriclwithe Company and
borrowers operate.

Management closely monitors economic developmeatts kegionally and nationwide, and considers tHastors when assessing the adequa
its allowance for loan losses. While the Compary fadirect exposure to syiime mortgage loans, management reiterates atatessts conce
that developments in the splime mortgage market may have a direct effectesidential real estate prices and an indirect effache economy
general. In addition, the economic slowdown igietng the financial condition of some borrowekdanagement therefore believes that fu
losses in the residential portfolio may be somewtigher than historical experience. Over the fhiast years, loss rates in the commercial
multi-family real estate market have remained modernistiznagement concludes that future losses in thifgbior may be somewhat higher tt
recent historical experience, excluding loan losetzted to fraud by borrowers. On the other handent trends in agricultural markets contint
be mostly positive. Higher commodity prices asIvad above average yields created positive econaanalitions for most farmers in ¢
markets. Nonetheless, management still expectsuhae losses in this portfolio, which have beeny low, could be higher than recent histoi
experience. Management believes the continuinggesséonary economic environment may also negativelpact consumersrepaymer
capacities. Additionally, a sizable portion of tiempanys consumer loan portfolio is secured by residendial estate, as discussed above, v
is an area to be closely monitored by managemerieim of its stated concerns.

At March 31, 2011, the Company has establishedllawance for loan losses totaling $4.7 million camgd to $5.2 million at September
2010. A reduction in balances in the MPS loanfpbetis due to the discontinuance of iAdvance iot@er 2010 and tarelated loan prograr
which resulted in a lower allowance for loan lo8anagement believes that, based on a detailedweni the loan portfolio, historic loan loss
current economic conditions, the size of the loartfplio, and other factors, the current level ¢ tallowance for loan losses at March 31, :
reflects an adequate allowance against probabsedosom the loan portfolio. Although the Compangintains its allowance for loan losses
level that it considers to be adequate, investodsaihers are cautioned that there can be no assuthat future losses will not exceed estim
amounts, or that additional provisions for loanskxs will not be required in future periods. In ifidd, the Company determination of tt
allowance for loan losses is subject to review tsyregulatory agencies, which can require the &shabent of additional general or spec
allowances.
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The allowance for loan losses reflects management’st estimate of probable losses inherent inpth€folio based on currently availa
information. In addition to the factors mentionabove, future additions to the allowance for loassés may become necessary based
changing economic conditions, increased loan bakoc changes in the underlying collateral of tanlportfolio.

CRITICAL ACCOUNTING POLICIES

The Companys financial statements are prepared in accordaitte®AAP. The financial information contained wiiththese statements is, t
significant extent, financial information that iaded on approximate measures of the financial teffefctransactions and events that have ali
occurred. Based on its consideration of accourginigies that: (i) involve the most complex andbjsative decisions and assessments which
be uncertain at the time the estimate was made(igmifferent estimates that reasonably couldédhleen used in the current period, or chanc
the accounting estimate that are reasonably likelypccur from period to period, would have a mateiinpact on the financial stateme
management has identified the policies describéalbas Critical Accounting Policies. This discussiand analysis should be read in conjunt
with the Company’s financial statements and theowanying notes presented in Part Il, Item @orisolidated Financial Statements
Supplementary Data” of its Annual Report on FornKLfor the year ended September 30, 2010 and irdtion contained herein.

Allowance for Loan LossesThe Companys allowance for loan loss methodology incorporaesriety of risk considerations, both quantite
and qualitative, in establishing an allowance faanl loss that management believes is appropriatacet reporting date. Quantitative fac
include the Company’s historical loss experienaindquency and charge-off trends, collateral valegsinges in noperforming loans, and ott
factors. Quantitative factors also incorporate vinoinformation about individual loans, including rbmwers’ sensitivity to interest ra
movements. Qualitative factors include the genecahomic environment in the Compasyharkets, including economic conditions througtibe
Midwest and, in particular, the state of certaidustries. Size and complexity of individual credih relation to loan structure, existing I
policies, and pace of portfolio growth are otheal@ative factors that are considered in the methagly. As the Company adds new products
increases the complexity of its loan portfoliowill enhance its methodology accordingly. Managetmeay have reported a materially diffel
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 éwvels of the allowance at both March 31, 2011 asteSnber 30, 2010 were adequate to al
probable losses inherent in the loan portfoliogalide in local economic conditions or other fastoould result in increasing losses.
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Intangible Assets.Intangible assets include patents filed by the NDR&sion. Intangible assets are tested annuallyrfgpairment or more often
conditions indicate a possible impairment. Deteing the fair value of a reporting unit involvesettuse of significant estimates i
assumptions. These estimates and assumptionslénarenue growth rates and operating margins tesealculate future cash flows, riskdjuste:
discount rates, future economic and market contiticomparison of the Compasymarket value to book value and determinationppfr@priat
market comparables. Actual future results mayedififom those estimates.

Each quarter the Company evaluates the estima#fdl lises of intangible assets and whether eventshanges in circumstances warrant a rev
to the remaining periods of amortization. In ademrce with ASC 350Accounting for the Impairment or Disposal of Longdd Assets
recoverability of these assets is measured by cosgpaof the carrying amount of the asset to ther&iundiscounted cash flows the ass
expected to generate. If the asset is considerde tionpaired, the amount of any impairment is messas the difference between the carr
value and the fair value of the impaired asset.

Assumptions and estimates about future values emaining useful lives of the Company’s intangibhel ather londived assets are complex ¢
subjective. They can be affected by a variety ofdes, including external factors such as induatrgl economic trends, and internal factors su
changes in the Comparsybusiness strategy and internal forecasts. Althdlng Company believes the historical assumptiodsestimates used i
reasonable and appropriate, different assumptiod®atimates could materially impact the reporbedricial results.

During the six months ended March 31, 2011, an impnt charge recognized in earnings related talgdbwas $1.5 million due primarily to tl
decline in stock price of the Company during thstfiiscal quarter of 2011.

Self-Insurance. The Company has a seifsured healthcare plan for its employees up ttacetimits. To mitigate a portion of these riskie
Company has a stdpss insurance policy through a commercial insugacarrier for coverage in excess of $55,000 peviddal occurrence wi
an unlimited lifetime maximum. The estimate offgaburance liability is based upon known claims andestimate of incurred, but not repo
(“IBNR") claims. IBNR claims are estimated using historiciaims lag information received by a third partgims administrator. Althoug
management believes it uses the best informatiailadole to determine the accrual, unforeseen heddtims could result in adjustments to
accrual.

Deferred Tax AssetsThe Company accounts for income taxes accordingeaasset and liability method. Under this methaeferred 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 meabkusing the enacted tax rates applicable to in
for the years in which those temporary differenees expected to be recovered or settled. Defetamdassets are recognized subjec
management’s judgment that realization is morelylitleannot. An estimate of probable income tax beneffigg will not be realized in future ye
is required in determining the necessity for a &tibn allowance.
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Security Impairment.Management continually monitors the investment scuportfolio for impairment on a security by seity
basis. Management has a process in place to figestturities that could potentially have a credipairment that is other than temporary. -
process involves the length of time and extent hictv the fair value has been less than the amdrtnst basis, review of available informa
regarding the financial position of the issuer, itemng the rating of the security, cash flow pijens, and the Compargyintent to sell a secur
or whether it is more likely than not the Comparil} lae required to sell the security before theonemry of its amortized cost which, in some ce
may extend to maturity. To the extent we deterntimet a security is deemed to be other-ttemporarily impaired, an impairment los:
recognized. If the Company intends to sell a sicwni it is more likely than not that the Companguld be required to sell a security before
recovery of its amortized cost, less any curremiopecredit loss, the Company recognizes an othamemporary impairment in earnings for
difference between amortized cost and fair valfieiel do not expect to recover the amortized cosisbave do not plan to sell the security and
is not more likely than not that the Company wolddrequired to sell a security before the recowdry amortized cost, less any current pe
credit loss, the recognition of the other-thamporary impairment is bifurcated. For those siiesr the Company separates the total impair
into a credit loss component recognized in earniagd the amount of the loss related to other fadtorecognized in other comprehensive inc
net of taxes.

The amount of the credit loss component of a detarty impairment is estimated as the differeneevieen amortized cost and the present val
the expected cash flows of the security. The ptesalne is determined using the best estimate flasls discounted at the effective interest
implicit to the security at the date of purchasehar current yield to accrete an asseteked or floating rate security. Cash flow estasdbr trus
preferred securities are derived from scenario-dhasecomes of forecasted default rates, loss dgyprepayment speeds and structural support.

Other-Than-Temporary ImpairmentManagement evaluates the Company’s available filer securities for other-thaemporary impairment
least on a quarterly basis, and more often if esoomr market concerns warrant such evaluatiorchSactors management uses to deter
impairment are: (i) the length of time and extemtwhich the market value has been less than ¢dsthe financial condition and negesm
prospects of the issuer including specific evefiity the Companys intent and ability to hold the investment to daelier of maturity or recovery
fair value, (iv) the implied and historical voldtl of the security, and (v) any downgrades byngtgencies.

RESULTS OF OPERATIONS

General. The Company recorded net income of $2.7 milliors@88 per diluted share, for the three months émderch 31, 2011 compared to
income of $5.2 million, or $1.74 per diluted shédog,the same period in fiscal year 2010. The gean net income in the current period comp
to the second quarter in fiscal 2010 was primatilg to a decrease in narterest income of $18.2 million which was parijadiffset by a decrea
in the provision for loan losses of $9.3 milliordaan decrease in non-interest expense of $5.6 millio

The Company recorded net income of $3.5 millior$br 1 per diluted share, for the six months erdacth 31, 2011 compared to $6.4 million
$2.26 per diluted share, for the same period ioafiyear 2010. Net earnings for the six month quzeended March 31, 2011 were prime
impacted by the aforementioned factors and an aserén goodwill impairment for the six months entiéatch 31, 2011 of $1.5 million.

Net Interest Income Net interest income for the 2011 fiscal seconartgn decreased by $0.6 million, or 6.5%, to $8ilian from $9.0 million fol

the same period in the prior fiscal year. Netregé margin decreased to 2.97% for the secondeyuafi2011 as compared to 3.66% for the ¢
period in 2010. Overall, asset yields declinedBBybasis points due primarily to a change in assetto more government guaranteed mortgage-
backed securities. Our government guaranteed agettacked securities comprise 48% of average intex@sting assets compared to 38%
year ago. Additionally, the prior year quartemascluded the effect of tax-related loans whichreweot present for the current year quarter.

Overall, rates on all deposits and intefesaring liabilities decreased by 16 basis poirdsf.58% in the 2010 quarter to 0.42% in 2011 MAtck

31, 2011, low- and noest checking deposits represented 88% of totabgsieppcompared to 83% one year earlier. The isereeas driven
growth of $257.4 million, or 45%, in deposits geated by MPS at March 31, 2011 as compared to omeeglier.
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For the six months ended March 31, 2011, net istdreome was $16.7 million compared to $16.3 onillfor the same period in the prior fic
year. Contributing to this increase was a 25 hagist decrease in rates paid on intekesaring liabilities, a $27.6 million reduction inet averag
balances of interedtearing liabilities, and a 14% increase in earrasgets. These were partially offset by asset yitdt decreased 57 bs
points, in part, due to faster prepayment speettsitCompany’s mortgage-backed securities portidicompared to the prior fiscal year.
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The following tables present, for the periods iadkcl, the Company’s total dollar amount of inteiesbme from average interesérning assets a
the resulting yields, as well as the interest espeon average interesearing liabilities, expressed both in dollars aatks. No tax equivale
adjustments have been made. Non-accruing loareslieen included in the table as loans carrying@yeld.

Three Months Ended March 31, 2011 2010
Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
(Dollars in Thousands Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 34531( $ 4,90¢ 571% $ 428,07. $ 7,37¢ 6.9%%
Mortgage-backed securitie 549,80: 4,43: 3.21% 378,88 2,82 3.02%
Other investments and fed funds sol 254,87! 23¢ 0.38% 191,58! 18C 0.3t%
Total interest-earning assets 1,149,999 $ 9,58( 3.3t% 998,54. $ 10,38t 4.22%
Non-interest-earning assets 51,40° 42,72(
Total assets $ 1,201,39 $ 1,041,26:
Nor-interest bearing deposits $ 877,06 $ — 0.0(% $ 716,82t $ — 0.0(%
Interest-bearing liabilities:
Interes-bearing checkin 34,35: 10€ 1.2%% 19,12¢ 45 0.95%
Savings 11,07: 10 0.37% 10,36: 9 0.3%%
Money market: 35,05: 63 0.7%% 34,90( 72 0.84%
Time deposit: 112,88 574 2.06% 126,93 822 2.63%
FHLB advance: 28,02: 287 4.15% 40,28¢ 30¢ 3.11%
Other borrowings 16,42¢ 12z 3.04% 18,06¢ 124 2.7¢%
Total interest-bearing liabilities 237,81. 1,16: 1.9¢% 249,67¢ 1,382 2.24%
Total deposits and interes-bearing
liabilities 1,114.87. $ 1,16: 0.42% 966,50 $ 1,382 0.58%
Other non-interest bearing liabilities 16,33: 18,48
Total liabilities 1,131,20. 984,98
Shareholders ' equity 70,19¢ 56,27:
Total liabilities and shareholder¢’
equity $ 1,201,39 $ 1,041,26:

Net interest income and net interest |
spread including non-interest bearin
deposits $ 8,41 2.9% $ 9,001 3.64%

Net interest margin 2.97% 3.66%
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Six Months Ended March 31, 2011 2010
Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
(Dollars in Thousands Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 352,73 $ 10,35¢ 5.8%% $ 419,20 $ 14,10: 6.75%
Mortgagebacked securitie 511,70¢ 8,351 3.27% 359,20 4,98: 2.7¢%
Other investments and fed funds sol 206,45. 492 0.48% 156,99t 364 0.4€%
Total interest-earning asset: 1,070,89 $ 19,20( 3.6(% 935,40 $ 19,44" 4.11%
Non-interest-earning assets 69,07¢ 46,10¢
Total assets $ 1,139,96 $ 981,51:
Non-interest bearing depos $ 781,68t $ — 0.0(% $ 629,11' $ — 0.0(%
Interest-bearing liabilities:
Interes-bearing checkin 32,89¢ 23¢ 1.46% 17,68¢ 66 0.75%
Savings 10,917 2C 0.37% 10,15: 17 0.3%%
Money market: 34,61 132 0.76% 35,167 14¢ 0.84%
Time deposit: 121,86! 1,251 2.06% 134,26 1,80¢ 2.7%
FHLB advance: 39,41¢ 61C 3.1(% 58,21 814 2.8(%
Other borrowings 16,85’ 252 3.01% 28,65( 27€ 1.9:%
Total interest-bearing liabilities 256,56( 2,50¢ 1.96% 284,12¢ 3,123 2.21%
Total deposits and interes-bearing
liabilities 1,038,241 $ 2,50¢ 0.48% 913,24: $ 3,127 0.6%
Other non-interest bearing liabilities 16,50! 15,28:
Total liabilities 1,054,74 928,52t
Shareholders’ equity 85,22( 52,98%
Total liabilities and shareholder¢
equity $ 1,139,96 $ 981,51
Net interest income and net interest |
spread including non-interest bearin
deposits $ 16,69¢ 3.12% $ 16,32( 3.48%
Net interest margin 3.13% 3.5(%
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Provision for Loan Loss The Company recognized a provision for loan Isssahe second quarter of fiscal year 2011 of $@ilton compared t
a provision of $9.5 million for the same periodtire prior fiscal year. The decline irthis quarter was primarily due to the discontinuant the
iAdvance in October 2010 and testated loan programs in the MPS segment and atiegoserage for the traditional bank segment aeritern
the allowance for loan losses and non-performisgtas

For the six months ended March 31, 2011, the Compaeorded a provision of $0.2 million comparedatprovision of $14.2 million for the sau
period in the prior fiscal year due to the aforetitared factors. Also see Note 3 to the Notes tadeased Consolidated Financial Statement:
“Financial Condition - Non-performing Assets andoMance for Loan Losses” herein for further disooss

Nor-Interest Income. Non-interest income decreased by $18.1 million, or %8.® $19.5 million from $37.6 million in the pridiscal year secor
quarter. Fees earned on MRSated programs were $18.4 million for the secgudrter of fiscal year 2011, compared to $37.1liomilfor the sam
quarter in fiscal year 2010. The decline in tpisrter was primarily due to the discontinuancthefiAdvance and certain tagfated programs
the MPS segment. For the six months ended MarcBG@Il1, noninterest income decreased by $24.9 million, or %il.t $34.8 million from $59
million for the same period in the prior fiscal yedees earned on prepaid debit cards, incomeetated programs and other payment sys
products and services were $32.5 million for thermsbnths ended March 31, 2011, compared to $56lbomfor the same period in fiscal ye
2010.

In addition, the Bank sold mortgagpacked securities resulting in a 2011 fiscal secpumarter gain on sale of available for sale seegriin the
amount of $0.6 million and sold no securities ia frior fiscal year second quarter. For the sixithe ended March 31, 2011 and 2010, the |
sold mortgagdsacked securities resulting in a gain on sale aflable for sale securities in the amount of $1itign and $1.9 million, respectivel

Nor-Interest Expense.Non-interest expense decreased by $5.6 million, or%916 $23.3 million for the second quarter of fisgaar 2011 fror
$28.9 million for the same quarter in fiscal ye@iQ. Noninterest expense decreased by $6.8 million, or%3t8 $44.9 million for the six mont
ended March 31, 2011 from $51.7 million for the sgmeriod in fiscal year 2010.

The reduction was primarily attributable to a reéhrcin card processing expense, which decline® $illion from $14.1 million in the seco
quarter of fiscal year 2010 to $8.1 million in tharrent quarter due to the discontinuance of thdvahce and taxelated programs that we
previously disclosed in the Company’s ForniK §iings on October 12 and October 18, 2010. B six months ended March 31, 2011,

processing expense totaled $13.3 million, comparyé&k22.4 million for the same period in the prisical year.

Compensation expense decreased $0.7 million tor@8lian for the three months ended March 31, 2@%Icompared to $8.9 million for the se
period in fiscal 2010. For the six months endeddia31, 2011, compensation expense totaled $16lwmicompared to $17.5 million for t
same period in the prior fiscal year. Overallfatgfis 2% lower than at March 31, 2010.

Goodwill impairment expense increased for the sbnths ended March 31, 2011 by $1.5 million dueéhottaditional bank segmeativrite off o
goodwill due to impairment related primarily to thecent decline in stock price of the company.sThrite off occurred in the quarter en
December 31, 2010. There was no goodwill impaitnegpense due to impairment in the six months emdieath 31, 2010.

On December 9, 2010, the Bank discovered that tie tkansfers in the amount of approximately $1lillion had been fraudulently initiat:

several days before through identify theft. ThelBeecorded a loss of $0.6 million at December28,0. After investigation, in March 2011,
Bank established a bond insurance receivable &fi®dlion for the balance of the fraud.
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Income Tax Expensincome tax expense for the second quarter of figeat 2011 was $1.7 million, or an effective tateraf 37.9%, compared
$3.1 million, or an effective tax rate of 37.6%r the same period in the prior fiscal year. Far $ix months ended March 31, 2011, the Com
recorded an income tax expense in the amount 8fi$itlion, or an effective tax rate of 45.9%, comgzhto $3.8 million, or an effective tax rate
37.3% for the same period in the prior fiscal yedhe Company recorded income tax expense and the effectiveratex was impacted
permanent differences between book and taxablenagmimarily related to the write off of goodwilf $1.5 million.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s primary sources of funds are depdsiigowings, principal and interest payments am#and mortgagleacked securities, a
maturing investment activities. While scheduledhloepayments and maturing investments are relsitiweddictable, deposit flows, prepayment:
mortgage-backed securities and early loan repaysraatinfluenced by the level of interest ratesggal economic conditions, and competition.

The Company uses its capital resources principaltyeet ongoing commitments to fund maturing degiés of deposits and loan commitment
maintain liquidity, and to meet operating expens&sMarch 31, 2011, the Company had commitmentriginate and purchase loans and un
lines of credit totaling $35.2 million. The Compapelieves that loan repayment and other sourcésnals will be adequate to meet its foresee
short- and long-term liquidity needs.

Regulations require the Bank to maintain minimunoanis and ratios of total risk-based capital aret Ti capital to riskveighted assets, ant
leverage ratio consisting of Tier 1 capital to aggr assets. The following table sets forth thekBaactual capital and required capital amounts
ratios at March 31, 2011 which, at that date, edtede¢he minimum capital adequacy requirements.

Minimum
Requirement to Be
Minimum Well Capitalized
Requirement For Under Prompt
Capital Adequacy Corrective Action
Actual Purposes Provisions
At March 31, 2011 Amount Ratio Amount Ratio Amount Ratio
(Dollars in Thousands
MetaBank
Tangible capital (to tangible asse $ 79,89 6.7¢% $ 17,72¢ 1.5(% $ n/e n/e%
Tier 1 (core) capital (to adjusted tote
assets 79,89( 6.7€ 47,26¢ 4.0C 59,08t 5.0C
Tier 1 (core) capital (to risk-weighte«
assets 79,89( 18.4: 17,337 4.0C 26,00¢ 6.0C
Total risk-based capital (to risk-
weighted asset: 84,63: 19.5¢ 34,67+ 8.0C 43,34: 10.0¢

See Note 12 of the “Notes to Condensed Consolidaiteghcial Statementswhich is included in Part I. Financial Informatiofthis Report for a
update on the OTS Supervisory Directives and RetlMatters related to OTS enforcement actions witichld materially adversely affect 1
capital resources of the Company and the Bank.

The Federal Deposit Insurance Corporation Improvendet of 1991 (FDICIA) established five regulatocgpital categories and authorized

banking regulators to take prompt corrective actidgth respect to institutions in an undercapitalizeategory. At March 31, 2011, the B
exceeded all requirements for the well capitalizadgory.
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Part I. Financial Information
Item 3. Quantitative and Qualitative Distlee About Market Risk
MARKET RISK

The Company is exposed to the impact of interéstalaanges and changes in the market value afviesiments.

The Company originates predominantly adjustable-laans and fixed-rate loans up to ten years. iteng fixedfate residential mortgages
generally sold into the secondary market. As alted its lending practices, the Compasydan portfolio is relatively short in durationdapields
respond quickly to the overall level of interesesma

The Company’s primary objective for its investmeuottfolio is to provide the liquidity necessary itoeet the Compang’ cash demands. T
portfolio may also be used in the ongoing managé¢mkimterest rate risk. As a result, funds mayirbested among various categories of sec
types and maturities based upon the Commanged for liquidity and its desire to create amneenic hedge against the effects changes in i
rates may have on the overall market value of thegany.

The Company offers a full range of deposit prodwdigch are generally short term in nature. Intebesring checking, savings, and money m:
accounts generally provide a stable source of fdadshe bank and also respond relatively quickiychanges in short term interest rates.
Company offers certificates of deposit with matastof three months through five years, which séovextend the duration of the overall def.
portfolio. A significant and increasing portion thie Company’s deposit portfolio is concentrateddm-interestearing checking accounts. Th
accounts serve to decrease the Company’s ovesilbééunds and reduce its sensitivity to changeshoort term interest rates.

The Company also maintains a portfolio of wholedaderowings, predominantly advances from the FHLU®I &RB, including both overnig
advances and advances that carry fixed terms aad fates of interest. The Company utilizes thigfplio to manage liquidity demands and &
when appropriate, in the ongoing management oféstaate risk.

The Board of Directors, as well as the OTS, haabdished limits on the level of acceptable intemedé risk for the Bank. There can be
assurance, however, that, in the event of an agwarange in interest rates, the Company’s efforlisrit interest rate risk will be successful.

Net Portfolio Value The Company uses a Net Portfolio Value (“NP®pproach to the quantification of interest ratk.ri$his approach calcula
the difference between the present value of exgemsh flows from assets and the present valugpEated cash flows from liabilities, as wel
cash flows from any off-balance sheet contractandgjement of the Compasyassets and liabilities is performed within theatest of the
marketplace, but also within limits establishedfiy Board of Directors on the amount of change RvNhat is acceptable given certain interest
changes.

Presented below, at March 31, 2011 and Septemh&030, is an analysis of the Companiiterest rate risk as measured by changes in fidF
an instantaneous and sustained parallel shiftaryild curve, in 100 basis point increments, ug down 200 basis points. Down 100 basis p
and down 200 basis points are not presented foctat, 2011 and September 30, 2010 due to theneglydow rate environment. At both Ma
31, 2011 and September 30, 2010, the Comgainyerest rate risk profile was within the intéresnsitivity limits set by the Board of Directorat
March 31, 2011, the Bank’s interest rate risk peofias within the limits set forth by the OTS.
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March 31, 2011 September 30, 201!
Estimated Increase Estimated Increase
Estimated (Decrease) in NPV Estimated (Decrease) in NPV
Change in NPV Change in NPV
Interest Rates Amount Amount Percent Interest Rates Amount Amount Percent
(Dollars in Thousands (Dollars in Thousands
Basis Points Basis Points
+200 by 105,51¢ (13,18:) -11.1(% +200 by 79,62: 7,62¢ 10.5%
+100 by 115,84 (2,859) -2.41% +100 by 83,851 11,85:¢ 16.4%
— 118,70( — — — 71,99¢ — —

Certain shortcomings are inherent in the methaahaeflysis presented in the preceding table. For plralthough certain assets and liabilities
have similar maturities or periods to repricinggythmay react in different degrees to changes irketdnterest rates. Also, the interest rate
certain types of assets and liabilities may flutdua advance of changes in market interest rateide interest rates on other types may lag be
changes in market rates. Additionally, certain &ssmich as adjustabtate mortgage loans, have features that restrantgds in interest rates o
shortterm basis and over the life of the asset. Furtbeemalthough management has estimated changée ilevels of prepayments and e
withdrawal in these rate environments, such lewalsid likely deviate from those assumed in caldotathe table. Finally, the ability of sol
borrowers to service their debt may decrease imtieat of an interest rate increase.

In addition to the NPV approach, the Company atsdews gap reports, which measure the differencesssets and liabilities repricing in giy
time periods, and net income simulations to astegs#terest rate risk profile. Management reviétwsnterest rate risk profile on a quarterly basis
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Part I. Financial Information
Item 4. Controls and Procedures

CONTROLS AND PROCEDURES

Any control system, no matter how well designed apdrated, can provide only reasonable (not abejohgsurance that its objectives will
met. Furthermore, no evaluation of controls caviole absolute assurance that all control issudsrestances of fraud, if any, have been detected.

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 RUBas— 15(e) and 15d15(e) of the Securiti
Exchange Act of 1934 (“Exchange Act”) at the endhef period covered by the report.

Based upon that evaluation, our Chief Executivadg®ffand Chief Financial Officer concluded thatMarch 31, 2011, the Compamsydisclosur
controls and procedures were effective to provielsonable assurance that (i) the information reduio be disclosed by us in this Report
recorded, processed, summarized and reported whkitime periods specified in the SEQules and forms, and (ii) information requiredot
disclosed by us in our reports that we file or sithmder the Exchange Act is accumulated and conicated to our management, including
principal executive and principal financial offiseror persons performing similar functions, as eppate to allow timely decisions regard
required disclosure.

INTERNAL CONTROL OVER FINANCIAL REPORTING

With the participation of the Comparsy’management, including its Chief Executive Offieerd Chief Financial Officer, the Company :
conducted an evaluation of the Companynternal control over financial reporting to deteéhe whether any changes occurred during
Company'’s fiscal quarter ended March 31, 2011, hlaat materially affected, or are reasonably likelynaterially affect, the Comparsyinterna
control over financial reporting. Based on suchleation, management concluded that, as of theoétite period covered by this report, there |
not been any changes in the Company’s internakabover financial reporting (as such term is definin Rules 13a-15(f) and 18¢(f) under th
Exchange Act) during the fiscal quarter to whicls treport relates that have materially affectedai@ reasonably likely to materially affect,
Company'’s internal control over financial reporting
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META FINANCIAL GROUP, INC.
PART Il - OTHER INFORMATION
FORM 10-Q

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

Item 1A. Risk Factors In addition to the other information set forth hist report, you should carefully consider the festiscussed in Pari
“ltem 1A. Risk Factors” in our Annual Report on FolOK for the year ended September 30, 2010. Additiaeks and uncertainti
not currently known to us or that we currently deermaterial may also materially and adversely dftecin the future

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

Item 4. Removed and Reserv

Item 5. Other Informatior- None

Item 6. Exhibits

See Index to Exhibits
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META FINANCIAL GROUP, INC.
SIGNATURES

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

META FINANCIAL GROUP, INC.

Date: May 10, 2011 By: /s/ J. Tyler Haahr

J. Tyler Haahr, Presider
and Chief Executive Office

Date: May 10, 2011 By: /s/ David W. Leedon

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




Exhibit 31.1

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

I, J. Tyler Haahr, certify that:
1. Ihave reviewed this quarterly report on Forn-Q of Meta Financial Group, Inc

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

3. Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, andtfi@ periods presented in this rep

4. The registrand’ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdsti@nd procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtifas defined in Exchange Act Ru
13&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedunresaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggtidle reliability of financial reporting and theeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

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

(d) Disclosed in this report any changes inrgggstrant’s internal control over financial refiog that occurred during the registranthos
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report), thatrmaterially affected, or is reason:
likely to materially affect, the registrée's internal control over financial reporting; a

5. The registrard’ other certifying officer(s) and | have disclosédsed 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 theiveden
functions):

(&) All significant deficiencies and material weaknesse the design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmancial information; an

(b) Any fraud, whether or not material, thatdlves management or other employees who havendisant role in the registrarg’interna
control over financial reporting

Date: May 10, 2011

/sl J. Tyler Haah
Chief Executive Office




Exhibit 31.2

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

I, David W. Leedom, certify that:

1.

2.

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

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

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

The registrarg’ other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstend procedures (
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repagtifas defined in Exchange Act Ru
13&15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and procedunresaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatneg to the registrant, including its consolidhtibsidiaries, is made known to us
others within those entities, particularly duritg fperiod in which this report is being prepal

(b) Designed such internal control over financial réipgr, or caused such internal control over finahi@gorting to be designed under
supervision, to provide reasonable assurance rieggtidle reliability of financial reporting and theeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

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

(d) Disclosed in this report any changes inrgggstrant’s internal control over financial refiog that occurred during the registranthos
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report), thatrmaterially affected, or is reason:
likely to materially affect, the registrée's internal control over financial reporting; a

The registrard’ other certifying officer(s) and | have disclosédsed 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 theiveden
functions):

(&) All significant deficiencies and material weaknesse the design or operation of internal controéofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmancial information; an

(b) Any fraud, whether or not material, thatdlves management or other employees who havendisant role in the registrarg’interna
control over financial reporting

Date: May 10, 2011

/s/ David W. Leedon
Chief Financial Officel




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 “Company”) fbe quarterly period ended March 31,
2011 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), |, J.efyHaahr, Chief Executive Officer of the
Company, certify, pursuant to section 906 of theb&aes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementseé€tion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2 the information contained in the Begdairly presents, in all material respects, fihancial condition and result of operations of the
Company

By: /sl J. Tyler Haal
Name: J. Tyler Haat
Chief Executive Office
May 10, 2011




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 “Company”) fbe quarterly period ended March 31,
2011 as filed with the Securities and Exchange Cimsion on the date hereof (the “Report”), I, Dawid Leedom, Chief Financial Officer of the
Company, certify, pursuant to section 906 of theb&aes-Oxley Act of 2002, that:

(1) the Report fully complies with the requirementseé€tion 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

2 the information contained in the Begdairly presents, in all material respects, fihancial condition and result of operations of the
Company

By: /s/ David W. Leedor
Name: David W. Leedor
Chief Financial Officel

May 10, 2011




