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Item 1. Financial Statements (Unaudite
META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Financial Coitidhn
(Dollars in Thousands, Except Share and Per Shat&) D

ASSETS June 30, 201 September 30, 201
Cash and cash equivalel $ 166,43! $ 276,89¢
Investment securities available for s 152,50 28,33(
Mortgage-backed securities available for s 815,88t 590,91¢
Loans receivabl- net of allowance for loan losses of $4,426 at Bhe2012 and $4,926 at September 30, & 332,94¢ 314,41(
Federal Home Loan Bank Stock, at c 2,12( 4,737
Accrued interest receivab 5,86¢ 4,13¢
Insurance receivab 2,68¢ 2,26¢
Premises, furniture, and equipment, 18,07: 17,16¢
Bank-owned life insuranc 14,71( 14,32:
Foreclosed real estate and repossessed i 861 2,671
Intangible assel 2,04¢ 1,31¢
MPS accounts receivak 6,29: 7,671
Other assets 8,25( 10,64:

Total assets $ 152868 $ 1,275,48:
LIABILITIES AND STOCKHOLDERS ' EQUITY
LIABILITIES
Nor-interes-bearing checkin $ 1,153,02 $ 945,95¢
Interes-bearing checkin 34,34( 31,24¢
Savings deposil 24,43t 11,13¢
Money market deposi 37,86¢ 36,717
Time certificates of deposit 100,87: 116,56:

Total deposits 1,350,53! 1,141,62!
Advances from Federal Home Loan Be 11,00( 11,00¢(
Securities sold under agreements to repurc 27,31+« 8,05¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 21€ 228
Contingent liability 3,031 3,64¢
Accrued expenses and other liabilities 20,57 20,041

Total liabilities 1,422,98: 1,194,90:
STOCKHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized, n@sissued or outstandir - -
Common stock, $.01 par value; 5,200,000 shareodnéd at June 30,2012 and September 30, 20112294

and 3,372,999 shares issued and 3,846,617 and, 3¢ 4¢hares outstanding at June 30, 2012and Sept&d

2011, respectivel 40 34
Additional paic-in capital 45,33( 32,471
Retained earninc- substantially restricte 59,61( 45,49¢
Accumulated other comprehensive income (I 3,50¢ 6,33¢
Treasury stock, 166,382 and 226,132 common sharesst, at June 30, 2012 and September 30, 2011,

respectively (2,789 (3,759

Total stockholders’ equity 105,69 80,577

Total liabilities and stockholders’ equity $ 152868 $ 1,275,48

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

Three Months Ended

Nine Months Ended

June 30, June 30,
2012 2011 2012 2011
Interest and dividend incom
Loans receivable, including fe $ 461t $ 4 53¢ 13,647 $ 14,89:
Mortgagebacked securitie 3,84¢ 5,23: 13,83¢ 13,58:¢
Other investment 68€ 21C 1,58: 703
9,14¢ 9,98( 29,06: 29,18(
Interest expens:t
Deposits 51¢ 732 1,722 2,37¢
FHLB advances and other borrowings 341 421 1,00( 1,28¢
857 1,152 2,72 3,65¢
Net interest income 8,29: 8,821 26,34 25,52:
Provision (recovery) for loan losses 15C (167) 1,04¢ 25
Net interest income after provision for loan losse 8,14: 8,98¢ 25,29: 25,497
Non-interest income
Card fees 12,23: 8,27z 41,83¢ 40,73¢
(Loss) gain on sale of securities available foe saét (407) - 12,03( 1,15¢
Loan fees 35¢ 69 977 35E
Deposit fees 154 144 45¢ 48¢
Bank-owned life insurance incomn 131 132 38¢ 39t
Other income 1,232 91 47€ 35C
Total non-interest income 13,70¢ 8,70¢ 56,16¢ 43,48¢
Nor-interest expenst
Compensation and benef 8,23¢ 7,15¢ 23,46¢ 23,14:
Card processing expen 3,672 5,89¢ 13,97( 19,241
Occupancy and equipment expe 2,08: 2,16¢ 6,26¢ 6,37¢
Legal and consulting expen 861 974 4,14¢ 3,72¢
Goodwill impairment - - - 1,50¢
Marketing 317 251 80¢ 923
Data processing expen 294 272 847 81¢
Other expense 2,60¢ 2,59: 7,56k 8,44¢
Total non-interest expense 18,07: 19,31: 57,07¢ 64,18!
Income (loss) before income tax expense (bene 3,771 (1,616 24,38¢ 4,80(
Income tax expense (benefit) 1,39( (59€) 8,93¢ 2,352
Net income (loss $ 2381 $ (1,020 15,44t $ 2,44¢
Earnings (loss) per common share
Basic $ 0.67 $ (0.39) 46€ $ 0.7¢
Diluted $ 0.6€ $ (0.39) 464 $ 0.7¢

See Notes to Condensed Consolidated Financialnseats.




Table of Content

META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Comprehensieome (Unaudited)
(Dollars in Thousands)

Three Months Ended Nine Months Ended
June 30, June 30,
2012 2011 2012 2011
Net income (loss $ 2381 $ (1,020 $ 15,44¢ $ 2,44¢
Other comprehensive los
Change in net unrealized gains on securities aMeifar sale 5,44( 10,57¢ 7,44¢ 8,61¢
Losses (gains) realized in net income 401 - (12,030 (1,15¢)
5,841 10,57¢ (4,58)) 7,461
Deferred income tax effect 2,23¢ 4,03¢ (1,759 2,847
Total other comprehensive income (loss) 3,607 6,54( (2,82¢) 4,614
Total comprehensive income $ 599/ % 552( $ 12,62( % 7,062

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

AND SUBSIDIARIES

Condensed Consolidated Statements of Changes in 8tholders' Equity (Unaudited)
For the Nine Months Ended June 30, 2012 and 2011
(Dollars in Thousands, Except Share and Per Shat&) D

Accumulated

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

Balance, September 30, 2C $ 34 $ 32,38. % 42478 $ 159¢ $ (4,44Y $ 72,04+
Cash dividends declared on comn

stock ($.39 per shar - - (1,21¢) - - (1,21¢)
Issuance of 5,950 common shares fron

treasury stock due to issuance of

restricted stocl - (20) - - 12¢ 113
Stock compensatic - 61 - - - 61
Change in net unrealized gains (losses

securities available for sa - - - 4,61¢ - 4,61
Net income - - 2,44¢ - - 2,44¢
Balance, June 30, 20: $ 34 $ 32,43 % 43,700 $ 6,21 $ (4,329 $ 78,06¢
Balance, September 30, 2C $ 34 $ 3247, % 45,49 $ 6,33¢ $ (3,759 $ 80,571
Cash dividends declared on common

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

the sales of equity securiti 6 12,78: - - - 12,78¢
Issuance of 59,750 common shares frc

treasury stock due to issuance of

restricted stocl - 5C - - 96¢ 1,01¢
Stock compensatic - 27 - - - 27
Change in net unrealized gains (losses

securities available for sa - - - (2,82¢) - (2,829)
Net income - - 15,44¢ - - 15,44¢
Balance, June 30, 20: $ 40 $ 4533 $ 59,61C $ 3,508 $ (2,789 $ 105,69¢

See Notes to Condensed Consolidated Financialnseats.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows (alrdited)
(Dollars in Thousands)

Nine Months Ended June 30

2012 2011
Cash flows from operating activities:
Net income $ 15,44¢ $ 2,44¢
Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation, amortization and accretion, 13,87¢ 7,427
Disbursement of nc-real estate consumer loans originated for (617,929 (693,48¢)
Proceeds from sale of n-real estate consumer log 617,80¢ 691,19°
Disbursement of-4 family residential mortgage loans originated<ale - (2,079
Proceeds from sale 0-4 family residential mortgage loa 36¢ 3,51¢
Loss (gain) on sale of loau 7 (179)
Provision for loan losse 1,04¢ 25
Gain on sale of other ass (16€) -
Gain on sale of securities available for sale, (12,030 (1,15%)
Net change in accrued interest receiv: (1,732 52¢
Goodwill impairment - 1,50¢
Net change in other assi 2,33 (983)
Net change in accrued interest pay: @) (145)
Net change in accrued expenses and other liabilitie (92 7,92¢
Net cash provided by operating activities 18,931 16,55¢
Cash flow from investing activities:
Purchase of securities available for ¢ (898,54¢) (259,89¢)
Proceeds from sales of securities available far 386,85¢ 46,23¢
Proceeds from maturities and principal repaymehsgourities available for sa 158,73t 95,46(
Loans purchase (6,320 (2,039
Net change in loans receival (16,560 53,90¢
Proceeds from sales of foreclosed real e: 4.91¢ 832
Federal Home Loan Bank stock purche (58,33) -
Federal Home Loan Bank stock redempti 60,94¢ (121)
Proceeds from the sale of premises and equip 24 -
Purchase of premises and equipn (3,559 (1,249
Other, net 1,75¢ (2,847)
Net cash used in investing activitie (370,069 (68,71%
Cash flows from financing activities:
Net change in checking, savings, and money magbslts 224,61( 59,95:
Net change in time depos (15,69)) (28,819
Net change in advances from Federal Home Loan | - (1,000
Net change in securities sold under agreemengpiarchas: 19,25¢ T7€
Cash dividends pai (1,337 (1,21¢)
Proceeds from issuance of common shares, netuznss cost 12,78¢ -
Stock compensatic 27 61
Proceeds from exercise of stock options 1,01¢ 112
Net cash provided by financing activities 240,68( 29,87!
Net change in cash and cash equivalen (110,459 (22,299
Cash and cash equivalents at beginning of period 276,89: 87,501
Cash and cash equivalents at end of period $ 166,43 $ 65,21(
Supplemental disclosure of cash flow informatior
Cash paid during the period fc
Interest $ 2,72¢  $ 3,80¢
Income taxe: 5,62¢ 3,07¢
Supplemental schedule of nc-cash investing activities:
Loans transferred to foreclosed real es $ 3,04C % 2,02t

See Notes to Condensed Consolidated Financialnsdats.
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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 fil@hratatements contained herein should be readomjunction with the audited consolida
financial statements and accompanying notes tadmsolidated financial statements for the fiscaryended September 30, 2011 included in |
Financial Group, Inc.’s (“Meta Financial” or the ¢@pany”) Annual Report on Form I0-filed with the Securities and Exchange Commis
(“SEC”) on December 20, 2011. Accordingly, footnote disates which would substantially duplicate the disote contained in the audi
consolidated financial statements have been omitted

The financial information of the Company includedréin has been prepared in accordance with U.Sergn accepted accounting princig
(“GAAP") for interim financial reporting and has ée prepared pursuant to the rules and regulationseporting on Form 10-Q and Rule @0-of
Regulation SX. Such information reflects all adjustments (dstisg of normal recurring adjustments), that drethe opinion of manageme
necessary for a fair presentation of the finanp@sition and results of operations for the peripssented. The results of the interim period enlled
30, 2012, are not necessarily indicative of theltesxpected for the year ending September 3@2.201

NOTE 2. CREDIT DISCLOSURES

Loans are considered impaired if full principalimterest payments are not probable in accordanttethe contractual loan terms. Impaired loan:
carried at the present value of expected futurh 8aw/s discounted at the loanéffective interest rate or at the fair valuehsf tollateral if the loan
collateral dependent.

The allowance consists of specific, general, andllocated components. The specific component @glé impaired loans. For such loans
allowance is established when the discounted dasls f(or collateral value or observable marketgyiaf the impaired loan are lower than the carr
value of that loan. The general component coveasd not considered impaired and is based on luistdoss experience adjusted for qualits
factors. An unallocated component is maintaineddeer uncertainties that could affect managenseestimate of probable losses. The unalloc
component of the allowance reflects the margimydrecision inherent in the underlying assumptiosesduin the methodologies for estimating spe
and general losses in the portfolio.

Smaller-balance homogeneous loans are evaluatachfmirment in total. Such loans include residarfirst mortgage loans secured by ondeor
family residences, residential construction loaas] automobile, manufactured homes, home equitysagdnd mortgage loans. Commercial
agricultural loans and mortgage loans secured hgrgbroperties are evaluated individually for immpent. When analysis of borrower opera
results and financial condition indicates that utydleg cash flows of the borrower’business are not adequate to meet its debt sergecirements, tl
loan is evaluated for impairment. Often this isaasated with a delay or shortfall in payments @fdays or more. Generally, nagerual loans a
considered impaired. Impaired loans, or portidreseof, are charged off when deemed uncollectible.
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Loan receivables at June 30, 2012 and Septemb@02Q,are as follows:

One to four family residential mortgage lo¢

One to four family residential mortgage loans Heldsale
Commercial and mu-family real estate loar
Agricultural real estate loar

Consumer loan

Consumer loans held for st

Commercial operating loat

Agricultural operating loans

Total Loans Receivab

Less:
Allowance for loan losse
Net deferred loan origination fees

Total Loans Receivable, Net

June 30, 201 September 30, 201

(Dollars in Thousands

$ 43,97 $ 33,75:
- 37t

191,41 194,41
20,57 20,32(
39,05¢ 32,41¢

2,30¢ 1,98(

15,02: 14,95¢
25,13: 21,20(
337,48 319,41t
(4,426) (4,926)

(10€) (79)

$ 332,94 $ 314,41(

Activity in the allowance for loan losses for tliede and nine month periods ended June 30, 2012Qddis as follows:

Three Months Ended

Nine Months Ended

June 30, June 30,
(Dollars in Thousands 2012 2011 2012 2011
Beginning balanc $ 476z $ 4741 $ 4,92¢ 5,23¢
Provision (recovery) for loan loss 15C (167) 1,04¢ 25
Loan charge off: (50€) (73) (1,577) (907)
Recoveries 20 37¢ 28 524
Ending balance $ 4,42¢ $ 488: $ 4,42¢ 4,882
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Allowance for loan losses and loans receivablatferthree and nine month periods ended June 3@, &84 2011 is as follows:
Commercial anc

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

Three Months Ended June 30, 201

Allowance for loan losses

Beginning balanc $ 147 $ 3,97t $ -3 27 $ 37 $ -$ 57€ $ 4,762
Provision (recovery) for loan
losses 17 182 - (12) (1) - (36) 15C
Loan charge off: - (502) - 4) - - - (50€)
Recoveries - 20 - - - - - 20
Ending balance $ 164 $ 3,67 $ -$ 11 % 36 $ -$ 54C $ 4,42¢

Nine Months Ended June 30, 201

Allowance for loan losses

Beginning balanc $ 16t $ 3,901 $ -$ 16 $ 3€ $ 67 $ 741 $ 4,92¢
Provision (recovery) for loan
losses 1 1,32 - 3 3) (67) (202) 1,04¢
Loan charge off: 3 (1,56¢) - (6) - - - (1,579
Recoveries 1 20 - 4 3 - - 28
Ending balance $ 164 $ 3,67t $ -$ 11 % 3€ $ -3 54C $ 4,42¢

Ending balance: individuall

evaluated for impairment $ 4 3% 1,157 $ -$ -3 2 $ -$ -$ 1,168
Ending balance: collective

evaluated for impairment $ 16C $ 251¢ $ -3 11 $ 34 $ - $ 54C $ 3,26:
Loans:
Ending balance: individually

evaluated for impairment $ 78 $ 10,83( $ -$ 13 78 $ -9 - $ 10,981

Ending balance: collectively
evaluated for impairment $ 43,89 $ 180,58! $ 20,57: $ 39,05¢ $ 14,94 $ 25,13 $ - $324,18’




Table of Content

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

Three Months Ended June 30, 201

Allowance for loan losses

Beginning balanc $ 82 % 3,44¢ $ 38 % 48 $ 92 $ 68 $ 96t $ 4,741
Provision (recovery) for loan
losses 85 96 (39) (297) 31 3) (35) (161
Loan charge off: (37 - - 7 (29 - - (73)
Recoveries 4 10z - 26¢ - - - 37E
Ending balanc: $ 134 $ 3,64¢ $ -$ 13 % 94 $ 65 $ 93C $ 4,88:

Nine Months Ended June 30, 201

Allowance for loan losses

Beginning balanc $ 50 $ 3,05 $ 111 $ 73¢€ $ 131 $ 12 $ 1,02¢ $ 5,23¢
Provision (recovery) for loa
losses 15¢ 50€ (111) (379 6 (60C) (96) 25
Loan charge off: (79) (15) - (764) (43) - - (901)
Recoveries 4 10z - 41€ - - - 524
Ending balance $ 134 $ 3,64¢ $ -3 13 % 91 $ 65 $ 93C $ 4,882
Ending balance: individually
evaluated for impairment $ 26 $ 1,665 $ -3 -3 3% -$ -$ 1,694
Ending balance: collectively
evaluated for impairment $ 10€ $ 1,981 $ -$ 13 $ 91 $ 65 $ 93C $ 3,18¢
Loans:
Ending balance: individually
evaluated for impairment $ 21¢ $ 17,48( $ 19 $ - $ 64 $ -$ - $ 17,78:
Ending balance: collectively
evaluated for impairment $ 3442 % 178,22t $ 16,09° $ 36,594 $ 15,73¢ $ 18,36 $ - $299,42¢

Federal regulations provide for the classificatidioans and other assets, such as debt and expdtyities considered by our regulator, the Oftit
the Comptroller of the Currency (the “OCC”), to tlesser quality, as “substandard,” “doubtful”“@ss.” An asset is considered “substandafadt
is inadequately protected by the current net wartth paying capacity of the obligor or of the catat pledged, if any. “Substandara$sets incluc
those characterized by the “distinct possibilityiat the savings association will sustain “some”ldéshe deficiencies are not corrected. As
classified as “doubtful” have all of the weaknessd®rent in those classified “substandamith the added characteristic that the weaknessesep
make “collection or liquidation in full,” on the b of currently existing facts, conditions, andues, “highly questionable and improbableAsset:
classified as “loss” are those considered “unctiée’ and of such minimal value that their continuanceassets without the establishment
specific loss reserve is not warranted.

General allowances represent loss allowances wiagk been established to recognize the inherdntassociated with lending activities, but wh
unlike specific allowances, have not been allocadtegharticular problem assets. When assets assifitd as “loss,” MetaBank (the “Banki3
required either to establish a specific allowarmeldsses equal to 100% of that portion of the tasseclassified or to chargef such amount. Tt
Bank’s determinations as to the classification of ise&sand the amount of its valuation allowancesabgect to review by its regulatory authorit
which may order the establishment of additionalegahor specific loss allowances.
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The asset classification of loans at June 30, 20tPSeptember 30, 2011, which excludes loans belskle, are as follows:

June 30, 2017
Commercial and

1-4 Family Multi Family Agricultural Commercial Agricultural
Residential Real Estate Real Estate Consumer Operating Operating Total
Pass $ 4351: $ 166,26. $ 20,57: $ 38,83: $ 14,408 $ 25,13 $ 308, 71t
Watch 35€ 12,64: - 95 36C - 13,45:
Special Mentior - 70C - 51 23¢ - 98¢
Substandar 10¢ 11,81( - 51 20 - 11,98¢
Doubtful - - - 30 - - 30
$ 43,971 $ 191,41 $ 20,57: $ 39,05¢ $ 15,02 $ 25,13. $ 335,17-

September 30, 201
Commercial and

1-4 Family Multi Family Agricultural Commercial Agricultural
Residential Real Estate Real Estate Consumer Operating Operating Total
Pass $ 33,83C $ 161,10¢ $ 20,32C $ 31,967 $ 13,737 $ 14,50C $ 275,46!
Watch 281 10,44¢ - 31¢ 91z 6,70( 18,65¢
Special Mentior 17 3,00¢ - 38 53 - 3,11¢
Substandar - 19,827 - 60 252 - 20,13¢
Doubtful - 26 - 35 - - 61
$ 34,12¢  $ 194,41 $ 20,32C $ 32,41¢ $ 1495 $ 21,200 $ 317,43t

One- to Four-Family Residential Mortgage Lendin@ne- to four-family residential mortgage loangamations are generated by the Company’
marketing efforts, its present customers, wiallkcustomers and referrals. The Company offersdfisate and ARM loans for both permanent struc
and those under construction. The Company’s anéeurfamily residential mortgage originations are seduseimarily by properties located in
primary market area and surrounding areas.

The Company originates one- to four-family resi@@ninortgage loans with terms up to a maximum ofy8@rs and with loan-tealue ratios up 1
100% of the lesser of the appraised value of tharég property or the contract price. The Compgewerally requires that private mortgage insur
be obtained in an amount sufficient to reduce tbenany’s exposure to at or below the 80% loawmaine level, unless the loan is insured by
Federal Housing Administration, guaranteed by \éterAffairs or guaranteed by the Rural Housing Adstiation. Residential loans generally
not include prepayment penalties.

The Company currently offers one, three, five, seapd ten year adjustable rate mortgage (ARM) lodieese loans have a fixed rate for the s
period and, thereafter, such loans adjust annudlhese loans generally provide for an annual dagpdo 200 basis points and a lifetime cap of
basis points over the initial rate. As a conseqaesf using an initial fixed rate and caps, theriest rates on these loans may not be as ratdigers
is the Company's cost of funds. The Company’s AR$0t permit negative amortization of principatiaare not convertible into a fixed rate loan.
The Companys delinquency experience on its ARM loans has gdigdbeen similar to its experience on fixed rasidential loans. Current mar
conditions make ARM loans less attractive to cusianand very few are currently being originated.

Due to consumer demand, the Company also offeeslfixte mortgage loans with terms up to 30 years, mbgthich conform to secondary mari

i.e., Fannie Mae, Ginnie Mae, and Freddie Mac, starsdalmterest rates charged on these fisad-loans are competitively priced according tokei
conditions. The Company currently sells most,rmnitall, of its fixed-rate loans with terms greattsain 15 years.
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In underwriting one- to four-family residential fezstate loans, the Company evaluates both theWweris ability to make monthly payments and
value of the property securing the loan. Propgsicuring real estate loans made by the Compamgparaised by independent appraisers approv
the Board of Directors. The Company generally requires borrowers to ob#ainattorneys title opinion or title insurance, and fire ancbperty
insurance (including flood insurance, if necessamyan amount not less than the amount of the Id2eal estate loans originated by the Com
generally contain a “due on salefause allowing the Company to declare the unpéittipal balance due and payable upon the saldeokecurit
property. The Company has not engaged in sub-mésidential mortgage originations.

Commercial and Multi-Family Real Estate Lendinghe Company engages in commercial and nfalftily real estate lending in its primary mau
area and surrounding areas and, in order to sugpieits loan portfolio, from time to time purchaselsole loan and participation interests in Ic
from other financial institutions. The purchasedrls and loan participation interests are genesalfjured by properties located in the Midwest
West.

The Company’'s commercial and mutimily real estate loan portfolio is secured prityaby apartment buildings, office buildings, ¢
hotels. Commercial and multi-family real estatans generally have terms that do not exceed 23 ykave loan-taalue ratios of up to 80% of t
appraised value of the security property, and gpécally secured by personal guarantees of theobars. The Company has a variety of
adjustment features and other terms in its commleacid multi-family real estate loan portfolio. @mercial and multfamily real estate loans provi
for a margin over a number of different indicen. uhderwriting these loans, the Company currentiglywes the financial condition of the borrov
the borrowers credit history, and the reliability and prediéli&pof the cash flow generated by the propertguséng the loan. Appraisals on proper
securing commercial real estate loans originatethbyCompany are performed by independent appsaiser

Commercial and multi-family real estate loans gathgipresent a higher level of risk than loans sedby one- to foufamily residences. This grea
risk is due to several factors, including the cariaion of principal in a limited number of loaasd borrowers, the effect of general econc
conditions on income producing properties and tioeeiased difficulty of evaluating and monitoringgk types of loans. Furthermore, the repay
of loans secured by commercial and midtiily real estate is typically dependent uponghecessful operation of the related real estategrolf the
cash flow from the project is reduced (for examfligases are not obtained or renewed, or a batéyLcourt modifies a lease term, or a major te
is unable to fulfill its lease obligations), thertmwer's ability to repay the loan may be impaired.

Agricultural Lending. The Company originates loans to finance the msgelof farmland, livestock, farm machinery and popgnt, seed, fertilizer a
other farm related products. Agricultural opergtioans are originated at either an adjustabléxedfrate of interest for up to a one year termirothe
case of livestock, upon sale. Most agriculturatraging loans have terms of one year or less. #is provide for payments of principal and in$d
at least annually or a lump sum payment upon ntgtifrine original term is less than one year. h®aecured by agricultural machinery are gene
originated as fixed-rate loans with terms of ugdwen years.

Agricultural real estate loans are frequently oréged with adjustable rates of interest. Generaligh loans provide for a fixed rate of interestthe
first one to five years, which then balloon or adjannually thereafter. In addition, such loansegally amortize over a period of 10 to
years. Adjustableate agricultural real estate loans provide for argim over the yields on the corresponding U.S.a3uey security or prin
rate. Fixedrate agricultural real estate loans generally hamas up to five years. Agricultural real estaianls are generally limited to 75% of
value of the property securing the loan.
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Agricultural lending affords the Company the oppaity to earn yields higher than those obtainablte ane- to fourfamily residentie
lending. Nevertheless, agricultural lending imvesha greater degree of risk than one- to family residential mortgage loans because of tipically
larger loan amount. In addition, payments on lcaesdependent on the successful operation or reameg of the farm property securing the loa
for which an operating loan is utilized. The si8xcef the loan may also be affected by many factotside the control of the farm borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions can seveliet crop yields and thus impair loan repaymenid
the value of the underlying collateral. This riskn be reduced by the farmer with a variety of iasoe coverages which can help to ensure
repayment. Government support programs and thep@oyngenerally require that farmers procure crepriance coverage. Grain and livestock p
also present a risk as prices may decline prisate resulting in a failure to cover productiontsosThese risks may be reduced by the farmer thd
use of futures contracts or options to mitigategrisk. The Company frequently requires borrowtersse future contracts or options to reduce
risk and help ensure loan repayment. Anotherisgke uncertainty of government programs and atbgulations. During periods of low commo
prices, the income from government programs caa B@nificant source of cash to make loan paymantsif these programs are discontinue
significantly changed, cash flow problems or defagbuld result. Finally, many farms are dependemt limited number of key individuals ug
whose injury or death may result in an inabilitysteccessfully operate the farm.

Management believes that various levels of drouwgtdther conditions within our markets has the p@kto negatively impact potential yields wh
would have a negative economic effect on our afjticai markets in fiscal 2012.

Consumer Lending- Retail BankThe “Retail Bank” generally referring to traditional banking operasdn our four market areas) offers a variet
secured consumer loans, including home equity, hionpeovement, automobile, boat and loans securedawings deposits. In addition, the Re¢
Bank offers other secured and unsecured consuraes.loThe Retail Bank currently originates mositotonsumer loans in its primary market i
and surrounding areas. The Retail Bank origined@sumer loans on both a direct and indirect basis.

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

The Retail Bank primarily originates automobilerisaon a direct basis, but also originates indieatbmobile loans on a very limited basis. Di
loans are loans made when the Retail Bank exteredbt directly to the borrower, as opposed to iedifoans, which are made when the Retail |
purchases loan contracts, often at a discount, fatomobile dealers which have extended credihéir ttustomers. The Retail Baskautomobil
loans typically are originated at fixed intereseswith terms up to 60 months for new and usedclesh Loans secured by automobiles are gen
originated for up to 80% of the N.A.D.A. book valokthe automobile securing the loan.

Consumer loan terms vary according to the type\aide of collateral, length of contract and creditthiness of the borrower. The underwri
standards employed by the Company for consumesloarude an application, a determination of thpliapnt’s payment history on other debts
an assessment of ability to meet existing obligetiand payments on the proposed loan. Althougtiitererthiness of the applicant is a prim
consideration, the underwriting process also inetual comparison of the value of the security, yf amrelation to the proposed loan amount.
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Consumer loans may entail greater credit risk thamesidential mortgage loans, particularly in thse of consumer loans which are unsecured
secured by rapidly depreciable assets, such amabttes or recreational equipment. In such caaeg repossessed collateral for a defaulted cons
loan may not provide an adequate source of repaywfethe outstanding loan balance as a result ef gteater likelihood of damage, loss
depreciation. In addition, consumer loan collettiare dependent on the borrowecontinuing financial stability, and thus are mékely to be
affected by adverse personal circumstances. Fumtive, the application of various federal and skates, including bankruptcy and insolvency lg
may limit the amount which can be recovered on soahs.

Consumer Lending- Meta Payment Systems (“MPV)PS offers credit products on a nationwide basithi following categories (1) sponsors
lending and (2) portfolio lending. In a sponsopsleinding model, MPS typically originates loans aetls (without recourse) the resulting receive
to third party investors. In portfolio lending,etfCompany retains some or all receivables andsrelie the borrower as the underlying sourc
repayment.

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

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

The Company will discontinue four of its credit sgorship lending programs by the fourth fiscal tgraof 2012. For the year ended Septembe
2011 and the nine months ended June 30, 2012, thkeg®nships provided approximately $3.4 milliamd $2.6 million, respectively, in total reve
(interest income plus non-interest income) to them@any. The Company believes that other sourcesew#nue from other developing non-
sponsorship credit programs will eventually offisebme that had been attributable to these relstips.

Commercial Operating Lending.The Company also originates commercial operdtags. Most of the Compars/commercial operating loans h
been extended to finance local and regional busé@seand include shorm loans to finance machinery and equipment @ses, inventory ai
accounts receivable. Commercial loans also invtiieeextension of revolving credit for a combinatimf equipment acquisitions and working ca|
in expanding companies.

The maximum term for loans extended on machinedyeaquipment is based on the projected useful fifeuoh machinery and equipment. Gener
the maximum term on non-mortgage lines of creddris year. The loan-tealue ratio on such loans and lines of credit galiyemay not exceed 80
of the value of the collateral securing the lodimne Companys commercial operating lending policy includes drét documentation and analysis
the borrower’s character, capacity to repay the,ltlze adequacy of the borrowecapital and collateral as well as an evaluatfccoaditions affectin
the borrower. Analysis of the borrower’s pastsprg and future cash flows is also an importaneéetspf the Company’s current credit analysis.

Unlike residential mortgage loans, which generally made on the basis of the borrowebility to make repayment from his or her empleptran:
other income and which are secured by real propehntyse value tends to be more easily ascertainabfamercial operating loans typically are
on the basis of the borrower’s ability to make sepant from the cash flow of the borrowebusiness. As a result, the availability of fufasthe
repayment of commercial operating loans may betaunbally dependent on the success of the busiites§ (which, in turn, is likely to be depend
upon the general economic environment). The Cogigacommercial operating loans are usually, but mwhys, secured by business assets
personal guarantees. However, the collateral segthie loans may depreciate over time, may bécdiffto appraise and may fluctuate in value b
on the success of the business. Commercial opgriaiins have been a declining percentage of tiep@oy’s loan portfolio since 2005.
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Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst 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 is iea@ against interest income. °
loan will remain on noraccrual status until the loan has been brougheotior until other circumstances occur that proddequate assurance of
repayment of interest and principal.

Past due loans at June 30, 2012 and Septembe®BD aPe as follows:

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

June 30, 201: Past Due Past Due 90 Days Due Current Loans Receivable
Residential -4 Family $ 484 % 257 $ - % 741 $ 43,17C $ 62 $ 43,97
Commercial Real Esta

and Multi Family - - - - 186,65: 4,764 191,41!
Agricultural Real Estat - - - - 20,572 - 20,57:
Consume 20 59 64 14z 38,91¢ - 39,05¢
Commercial Operatin 36C - - 36C 14,64 20 15,02:
Agricultural Operating - - - - 25,13: - 25,13:

Total $ 864 $ 316 $ 64 $ 124/ % 329,08: $ 4,84¢ $ 335,17
September 30, 201
Residential -4 Family $ 51 $ 30 3 - % 81 $ 33,92( $ 127 $ 34,12¢
Commercial Real Esta

and Multi Family 2,46( - - 2,46( 178,92¢ 13,02t 194,41.
Agricultural Real Estat - - - - 20,32( - 20,32(
Consume 26 14 24 64 32,35¢ - 32,41¢
Commercial Operatin - - - - 14,92¢ 30 14,95¢
Agricultural Operating - - - - 21,20( - 21,20(

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

Impaired loans at June 30, 2012 and Septembel0dd, &e as follows:

Recorded  Unpaid Principal Specific
Balance Balance Allowance

June 30, 201:

Loans without a specific valuation allowar
Residential -4 Family $ - % - $ =
Commercial Real Estate and Multi Farr - - -
Agricultural Real Estat - - -
Consumel - - -
Commercial Operatin 5 - -
Agricultural Operating - - -

Total $ - $ - $ ¥

Loans with a specific valuation allowan
Residential -4 Family $ 78 % 11¢ $ 4
Commercial Real Estate and Multi Far 10,83( 14,28: 1,157
Agricultural Real Estat - - -
Consumel 1 1 -
Commercial Operatin 78 121 2
Agricultural Operating - - -

Total $ 10,98° $ 1452. $ 1,162
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Recorded  Unpaid Principal Specific
Balance Balance Allowance

September 30, 201

Loans without a specific valuation allowar
Residential -4 Family $ - $ - $ =
Commercial Real Estate and Multi Farr - - -
Agricultural Real Estat - - -
Consumel - - -
Commercial Operatin - - -
Agricultural Operating - - -
Total $ - $ - $ ¥
Loans with a specific valuation allowan
Residential -4 Family $ 127 $ 17z $ 1
Commercial Real Estate and Multi Farr 13,02t 18,427 1,84t
Agricultural Real Estat - - -
Consume - - -
Commercial Operatin 30 45 3
Agricultural Operating - - -
Total $ 13,18 $ 18,64« $ 1,84¢

The following table provides the average recorde@stment in impaired loans for the three and nioath periods ended June 30, 2012 and 2011.

Three Months Ended June 30 Nine Months Ended June 30

2012 2011 2012 2011
Average Average Average Average

Recorded Recorded Recorded Recorded

Investment Investment Investment Investment
Residential -4 Family $ 77 24t % 11€ $ 173
Commercial Real Estate and Multi Farr 12,12¢ 13,69: 14,60¢ 9,76(
Agricultural Real Estat - 1,36¢ - 1,73(
Consume| 1 - 5 6
Commercial Operatin 80 84 79 111
Agricultural Operating - - - 5
Total $ 12,287 $ 15,38¢ $ 14,80¢ $ 11,78¢
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The Company’s troubled debt restructurings (“TDR¥hich involved forgiving a portion of interest principal of existing loans or making loans at a
rate materially less than current market ratesireladed in the below table. Loans modified iR during the three and nine month periods ended
June 30, 2012 and 2011 are as follows:

For the Three Months Ended June 30, 201 For the Three Months Ended June 30, 201
Pre-Modification  Posi-Modification Pre-Modification  Pos-Modification
Number of Outstanding Outstanding Number of Outstanding Outstanding

Loans Recorded Balanc: Recorded Balanc: Loans Recorded Balanc: Recorded Balanc

Residential -4 Family 1 % 16 $ 16 2 $ 28¢ $ 28€
Commercial Real Estate and Mi

Family - - - - - -

Agricultural Real Estat - - - - - -

Consume 1 1 1 - - -

Commercial Operatin 1 7 7

Agricultural Operating - - - - - -

Total 2 $ 17 $ 17 3 $ 292 $ 292

For the Nine Months Ended June 30, 201 For the Nine Months Ended June 30, 201
Pre-Modification  Pos-Modification Pre-Modification  Pos-Modification
Number of Outstanding Outstanding Number of Outstanding Outstanding

Loans Recorded Balanc: Recorded Balanc: Loans Recorded Balanc: Recorded Balanc:

Residential -4 Family 19 16 $ 16 2 3 28¢ $ 28€
Commercial Real Estate and Mu

Family - - - 3 3,531 3,531

Agricultural Real Estat - - - - - -

Consume 1 1 1 - - -

Commercial Operatin 2 39 39

Agricultural Operating - - - - - -

Total 2 $ 17 $ 17 7 $ 3,85¢ $ 3,85¢

The following table provides information on TDR f@afor which there was a payment default duringtihee and nine month periods ended June 30,
2012 and 2011, that had been modified during the@@th period prior to the default:

During the Three Months Ended

June 30, 2017 June 30, 2011

Number of Recorded Number of Recorded

Loans Investment Loans Investment
Residential -4 Family - 3 = 1 $ 42
Commercial Real Estate and Multi Farr - - - -
Agricultural Real Estat - - - -
Consume - - - -
Commercial Operatin - - - -
Agricultural Operating - - - -
Total - $ - 1 $ 42
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During the Nine Months Ended

June 30, 201: June 30, 2011

Number of Recorded Number of Recorded

Loans Investment Loans Investment
Residential -4 Family - $ = 1 $ 42
Commercial Real Estate and Multi Farr - - - -
Agricultural Real Estat - - - -
Consume - - - -
Commercial Operatin - - - -
Agricultural Operating - - - -
Total - $ - 1 3 42

NOTE 3. ALLOWANCE FOR LOAN LOSSES

At June 30, 2012, the Companryallowance for loan losses was $4.4 million, areleee of $0.5 million from $4.9 million at Septemis®,
2011. During the three months ended June 30, 2B&Z;ompany recorded a provision for loan los$&9@ million.

During the three and nine months ended June 3@,20& Company recorded a provision for its Rd&&aihk division in the amount of $0.2 million &
$1.1 million, respectively, due to increases in ge@eral reserves caused by increases in theib@tloss rates for commercial real estate andimult
family loans.

The Company’s total net charge-offs for the thne@ mine months ended June 30, 2012 were $0.5 miiiw $1.5 million, respectively.

The allowance for loan losses represents managé&mnestimate of probable loan losses which have bemmred as of the date of the consolid:
financial statements. The allowance for loan lsssancreased by a provision for loan losses &thtg expense and decreased by chaffgetnet o
recoveries). Estimating the risk of loss and the@am of loss on any loan is necessarily subjectil@nagemens periodic evaluation of the adequ
of the allowance is based on the Comparpast loan loss experience, known and inherekd iisthe portfolio, adverse situations that magetfthe
borrowers ability to repay, the estimated value of any ulyiteg collateral, and current economic conditioMghile management may periodice
allocate portions of the allowance for specifickgern loan situations, the entire allowance is a@d for any loan charge-offs that occur.

The Company establishes its provision for loandssand evaluates the adequacy of its allowandedorlosses based upon a systematic method
consisting of a number of factors including, amatigers, historic loss experience, the overall lefetlassified assets, ngerforming loans, TD
loans, the composition of its loan portfolio and tieneral economic environment within which the @any and its borrowers operate.

Management closely monitors economic developmeuts iegionally and nationwide, and considers tHastors when assessing the adequacy
allowance for loan losses.

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

Basic EPS is computed by dividing income (loss)laiée to common stockholders (the numerator) lBleighted average number of common st
outstanding (the denominator) during the periodir8& issued during the period and shares reacouméuy the period are weighted for the portio
the period that they were outstanding. Allocate®lOP shares are considered outstanding for earpieggommon share calculations as they
committed to be issued; unallocated ESOP sharesatreonsidered outstanding. Diluted EPS showdituive effect of additional common sha
issuable pursuant to stock option agreements.
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A reconciliation of the income and common stockrealamounts used in the computation of basic andedil EPS for the three and nine months e
June 30, 2012 and 2011 is presented below.

Three Months Ended June 30 201z 2011
(Dollars in Thousands, Except Share and Per Shat&)
Earnings
Net Income (Loss $ 2381 % (2,020
Basic EPS
Weighted average common shares outstan 3,565,15! 3,117,36:
Less weighted average unallocated ESOP and nocvesiee: - (1,667)
Weighted average common shares outstan 3,565,15! 3,115,69!
Earnings (Loss) Per Common Shari
Basic $ 0.67 $ (0.39)
Diluted EPS
Weighted average common shares outstanding foc basnings per common shi 3,565,15! 3,115,691
Add dilutive effect of assumed exercises of stogkiams, net of tax benefi 24,94 617
Weighted average common and dilutive potential comshares outstandit 3,590,10. 3,116,31
Earnings (Loss) Per Common Shar:
Diluted $ 0.6€ $ (0.3%)

18




Table of Content

Nine Months Ended June 30 201z 2011
(Dollars in Thousands, Except Share and Per Shat&)
Earnings
Net Income $ 15,44¢ % 2,44¢
Basic EPS
Weighted average common shares outstan 3,313,631 3,114,95.
Less weighted average unallocated ESOP and nocvesiee: - (1,667)
Weighted average common shares outstan 3,313,63! 3,113,28
Earnings Per Common Share
Basic $ 4.66 3 0.7¢
Diluted EPS
Weighted average common shares outstanding foc basnings per common shi 3,313,631 3,113,28
Add dilutive effect of assumed exercises of stoptiams, net of tax benefi 14,72( -
Weighted average common and dilutive potential comshares outstandit 3,328,35! 3,113,28
Earnings Per Common Share
Diluted $ 464 $ 0.7¢

Stock options totaling 267,602 and 329,561 were aautsidered in computing diluted EPS for the tha@e nine months ended June 30, 2
respectively, because they were not dilutive. Stmgtions totaling 451,640 and 406,776 were notsim®red in computing diluted EPS for the tt

and nine months ended June 30, 2011, respecthetguse they were not dilutive.
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NOTE 5. SECURITIES

The amortized cost, gross unrealized gains an@édossd estimated fair values of available for sataurities at June 30, 2012 and September 30,
are presented below.

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

(Dollars in Thousands

Debt securitie:

Trust preferred and corporate securi $ 77,19: $ 75€ $ (B47) % 74,47
Asset backed securitis 21,31¢ - (239) 21,08¢
Agency securitie 39,40: - (66) 39,33t
Obligations of states and political subdivisic 17,11¢ 507 (15) 17,61
Mortgage¢backed securitie 807,67¢ 8,81¢ (60S) 815,88
Total debt securities $ 962,71( $ 10,08: $ (4,40)$ 968,39:
Gross Gross
September 30, 201. Amortized Cost Unrealized Gains Unrealized (Losses Fair Value

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 30,58: $ -$ 8470% 22,11
Obligations of states and political subdivisic 5,937 281 - 6,21¢
Mortgage-backed securities 572,46 18,59: (140 590,91¢
Total debt securities $ 608,98t $ 18,87: $ (8,610% 619,24¢

Included in securities available for sale are tprsferred securities (“TPS”) as follows:

At June 30, 2012

Unrealized S&P Moody
Issuer (1) Book Value Fair Value (Loss) Credit Rating Credit Rating
(Dollars in Thousands)
Key Corp. Capital $ 498: $ 3811 $ (1,179 BBB- Baa3
Huntington Capital Trust I S 4,97 3,81( (1,169 BB+ Baa3
PNC Capital Trust 4,95¢ 4,00z (954) BBB Baa2
Total $ 1491: $ 11,62 $ (3,289

(1) Trust preferred securities are sir-issuance. There are no known deferrals, defauks@ess subordination with respect to such séesu
MetaBank accepted a redemption offer on two comgof®S available for sale during the quarter enllee 30, 2012. This resulted in a $10.0 mi

reduction of substandard assets and the recordiagpme-tax loss of $1.4 million, but increased bealue by $1.5 million préax at June 30, 2012
the redemption price was higher than the markeepmeflected in equity.
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Gross unrealized losses and fair value, aggredayethvestment category and length of time that\ittlial securities have been in continu
unrealized loss position at June 30, 2012 and 8d@e30, 2011, are as follows:

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealizec
June 30, 201: Value (Losses’ Value (Losses’ Value (Losses’

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 14,64t % (18¢) $ 11,62 % (3,289 $ 26,26¢ $ (3,477
Asset backed securitit 21,08t (239 - - 21,08t (234)
Agency securitie 39,33t (66) - - 39,33¢ (66)
Obligations of states and political
subdivisions 1,64¢ (15) - - 1,64¢ (15)
Mortgage-backed securities 94,83¢ (609) - - 94,83¢ (60€)
Total debt securities $ 171,54¢ $ (1,112 $ 11,62: $ (3,289 $ 183,17: $ (4,407
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealizec Fair Unrealizec Fair Unrealizec
September 30, 201 Value (Losses’ Value (Losses’ Value (Losses’

(Dollars in Thousands
Debt securitie:

Trust preferred and corporate securi $ 571 % 42 $ 16,39¢ $ (8,42¢ $ 22,11 $ (8,470
Obligations of states and politic
subdivisions - - - - - -
Mortgage-backed securities 23,88¢ (140 - - 23,88¢ (140)
Total debt securitie $ 29,59¢ $ (182) $ 16,39¢ $ (8,428) $ 45,99¢ 3 (8,610

Management has implemented a process to identifyrisies that could potentially have a credit impant that is other-thatemporary. This proce
involves evaluating the length of time and extentwhich the fair value has been less than the amedricost basis, reviewing available informa
regarding the financial position of the issuer, itaing the rating of the security and projectingsb flows. Other factors, but not necessarily
considered are: that the risk of loss is minimiaad easier to determine due to the siniggeer, rather than pooled, nature of the individeaurities
the financial condition of issuer; and whether ¢heave been any payment deferrals or defaultst®-dduch factors are subject to change over time.

Management also determines if it is more likelyntmat the Company will be required to sell the siggioefore the recovery of its amortized cost k
which, in some cases, may extend to maturity. Te déktent we determine that a security is deemebetmther-thartemporarily impaired, ¢
impairment loss is recognized in earnings.

For all securities that are considered temporanilyaired, the Company does not intend to sell tisesearities (has not made a decision to sell) ais
not more likely than not that the Company will leguired to sell the security before recovery ohitsortized cost basis, which may occur at mat
The Company believes that it will collect all pripal and interest due on all investments that hawertized cost in excess of fair value that
considered only temporarily impaired.

At June 30, 2012, the investment portfolio includedurities with current unrealized losses whichehexisted for longer than one year. All of tt
securities are considered to be acceptable criell#.r Because the declines in fair value weretdughanges in market interest rates and other rt
factors, not in estimated cash flows, no other-tteamporary impairment was recorded at June 30, 20i2ddition, the Company has the intent
ability to hold these investment securities foreaiqd of time sufficient to allow for an anticipdteecovery.
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NOTE 6. COMMITMENTS AND CONTINGENCIES

At both June 30, 2012 and September 30, 2011, ¢mep@ny had outstanding commitments to originate@mdhase loans and unused lines of ¢
totaling $48.0 million. It is expected that outslang loan commitments will be funded with existiiguid assets. At June 30, 2012, the Compan)
two commitments to purchase securities availabisdte totaling $0.5 million.

Legal Proceedings

In re Meta Financial Group, Inc., Securities Littizn ; Case No. C1@108MWB. Two former stockholders filed separatepouted class actic
lawsuits against the Company and certain of itcef§ alleging violations of certain federal setiesi laws. The cases were filed on October 22,
and November 5, 2010 in the United States Dis@mirt for the Northern District of lowa purportedip behalf of those who purchased the Comp
stock between May 14, 2009 and October 15, 201QJ@nary 12, 2011, Judge Mark W. Bennett appoiftedEden Partnership lead plaintiff anc
March 14, 2011 Eden Partnership filed its amendedptaint. The amended complaint alleges that tmeenbofficers violated Sections 10(b) and 2
of the Securities Exchange Act and SEC Rule 30b-connection with certain allegedly false angleading public statements made between Ma
2009 and October 15, 2010 by the Company and fiiseof. Defendants moved to dismiss the amendecplzdm in its entirety but on July 18, 20
the court denied the motion and ordered that degoyproceed. The parties conducted a mediation ece®ber 5, 2011 and reached a tent
settlement of the matter. On March 8, 2012, thertcpteliminarily approved the terms of the settlemalirected that notice of the settlemen
provided to all prospective class members andhgetase for a final fairness hearing on June 292 2@t the June 29 hearing, the court entere
order approving the settlement, and the case wamsised with prejudice. The Company did not irlogses in addition to the amounts that it
previously expensed.

Brown v. Haahr, et al, CL 123931. On December 9, 2011, a stockholdevaté/e complaint was filed in the lowa DistrictoGrt for Polk Count
against certain officers and directors of the Camyp& he suit alleges that named parties breacheid fiduciary duties to the Company by, am
other things, making statements between May, 20@9QGctober, 2010, which plaintiff claims were faksed misleading and by allegedly failing
implement adequate internal controls and meansipérsision at the Company. The individual deferislantend to vigorously defend the suit. -
parties have reached a settlement subject to epproval. The Company expects to incur an expeh$6.1 million in addition to amounts previou
expensed.

James L. Frey, individually and on behalf of alhets similarly situated v. Legacy Stonebriar Hotetld. Dba Westin Stonebriar Hotel and M
Financial Group, Inc.Case No. 4:11-cv-122 arthmes Buechler v. Meta Financial Group, Inc., Metalg Meta Payment Systems, and Dod®,1-
inclusive, Case No. 1:12-cv-01568-WMN, filed in the Unitetht8s District Court for the District of Marylandnd Douglas Johnson on behalf
himself and all others similarly situated, v. Smea@ash International, Inc., and Meta Financial Gppunc. a/k/a MetaBankCase No. 12-cv-00923-
DWEF-FLN; andDouglas Johnson on behalf of himself and all otrensilarly situated, v. Fairmont Hotels & Resortd.§.), Inc. and Meta Financi
Group, Inc., a/k/a MetaBankZase No. 1:12-c\1-1338. In addition to the previously disclosed ATdwsuits, there were four additional lawsuitsd
concerning ATMs sponsored by the Bank, each inmghdlaims that a notification required to be placgdn an automated teller machine was al
on a specific date, in violation of Regulation Etbé Electronic Fund Transfer Act. The cases vied in the United States District Court for
Eastern District of Texas, Sherman Division aneldfiin the United States District Court for the Bedtof Massachusetts. The Company denies lig
in these matters, and will contest these lawsuith the ATM operators, which are each obligatednemnify the Company for losses, costs
expenses in these matters. An estimate of a rahgessible loss cannot be made at this stageeofitibation because the extent of the Company’
indemnification by the ATM operators is unknown.
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Richard J. Strauss, M.D., on behalf of himself aficbthers similarly situated, v. MetaBank, Inde®.8481/12. A class action complaint has b
filed in the Supreme Court of the State of New YdZbunty of Nassau. The complaint alleges thaptaitiff was the holder of two gift cards issi
by the Bank. The complaint further alleges thé&trathe expiration date on the cards, plairgifittempts to obtain replacement cards were unssitt
due to the Banls refusal to issue replacement cards. The Complairtains several causes of action including redcontract and violation of Ne
York state law. The Company denies liability irske matters and intends to vigorously defend the 8m estimate of a range of possible loss ca
be made at this early stage of the litigation.

Patrick Finn and Light House Management Group, B Receiver for First United Funding, LLC and Goh Johnston v. MetaBank et al., Case
5:11-cv-04041. On May 4, 2011, Patrick Finn and Light House Mgaraent Group, Inc. as Receivers for First Uniteddiug, LLC and Corey T
Johnston (“Receivers’filed a complaint, against the Bank in the Unitadt&s District Court for the Northern District aiwa requesting judgme
avoiding approximately $1.5 million of transfersittallegedly resulted in a profit to the Bank agsirom the Banls participation in loans originat
by First United Funding, LLC. Similar complaintave been filed by the Receivers against other ksndbo purchased participation interests ir
same or similar loans originated by First Unitechéing, LLC. The complaint states that First Uniteghding, LLC and Corey N. Johnston w
involved in a criminal enterprise to defraud credit Under a variety of theories, Receivers cldmat loan repayments to the Bank const
fraudulent transfers and the Bank was unjustlyoled to the detriment of these creditorsThe Bank intends to vigorously defend the case
estimate of a range of reasonably possible loappsoximately $0 to $1.5 million as of the filingtd of this Form 10-Q.

Indemnification Recovery Litigatio The Bank utilizes various third parties for, arganher things, its processing needs, both witpeesto standa
bank operations and with respect to its MPS divisiMPS was notified in April 2008 by one of the@pessors that the processor's computer syste
been breached, which led to the unauthorized loatdspending of funds from Bang&sued cards. The Bank believes the amount intigues be
approximately $2.0 million. The processor and paoy manager both have agreements with the Bamdeninify it for any losses as a result of <
unauthorized activity, and the matter is refleaedsuch in its financial statements. In addittoe,Bank has given notice to its own insurer. Bhaak
has been notified by the processor that its insuasrdenied the claim filed. The Bank made denfandayment and filed a demand for arbitratio
recover the unauthorized loading and spending atsoand certain damages. The Bank has settledaits avith the program manager, and
received an arbitration award against the procesBbat arbitration has been entered as a judgiehe State of South Dakota, which judgment
been transferred to the State of Florida for gamisnt proceedings against the processor and itseinsThe Compang’ estimate of a range
reasonably possible loss is approximately $0 t6 $tlllion as of the filing date of this Form 10-Q.

Springbok Services, Inc. Client ClaimCertain corporate clients of an unrelated compaayed Springbok Services, Inc. (“Springboké&jjueste
through counsel a mediation as a means of reachsgjtlement in lieu of commencing litigation agithe Bank. The results of that mediation |
not led to a settlement. These claimants purch#sedank prepaid reward cards from Springbok, rpidoSpringboks bankruptcy. As a result
Springboks bankruptcy and cessation of business, some akthards cards which had been purchased were aetigated or funded. Counsel
the corporate clients of Springbok have indicatet they are prepared to assert claims totalingcagpately $1.5 million against the Bank baset
principal/agency or failure to supervise theorigbe Company denies liability with respect to thel@ms. The Compang’estimate of a range
reasonably possible loss is approximately $0 t8 &dllion.

Other than the matters set forth above, there am@threr new material pending legal proceedingspolates to which the Company or its subsidiari
a party other than ordinary litigation routine Ieir respective business.
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NOTE 7. STOCK OPTION PLAN

The Company maintains the 2002 Omnibus Incentian,Pivhich, among other things, provides for the raimg of stock options and nonves
(restricted) shares to certain officers and dinectd the Company. Awards are granted by the S@ution Committee of the Board of Directors be
on the performance of the award recipients or atblevant factors.

In accordance with ASC 718, Compensatiddteck Compensation, compensation expense for slaaexl awards is recorded over the vesting per
the fair value of the award at the time of grafhe exercise price of options or fair value of nested shares granted under the Comaimgentivi
plans is equal to the fair market value of the ulyileg stock at the grant date. The Company assunmeprojected forfeitures on its stock be
compensation, since actual historical forfeitutesaon its stock based incentive awards has begiyinée.

A summary of option activity for the nine monthgled June 30, 2012 is presented below:

Weighted

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

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

Options outstanding, September 30, 2 485,35 $ 23.2¢ 59C $ 463
Grantec - -
Exercisec (12,919 15.4C
Forfeited or expire! (72,859 24.1F
Options outstanding, June 30, 2( 399,57 $ 23.3¢ 524 % 464
Options exercisable, June 30, 2( 382,70( $ 23.3¢ 528 $ 432

The Company had no outstanding nonvested shademat30, 2012 or September 30, 2011. In additimre was no grant activity for the nine mol
ended June 30, 2012.

At June 30, 2012, stock based compensation exparisget recognized in income totaled $27,000 wicexpected to be recognized over a weig
average remaining period of 0.82 years.

NOTE 8. SEGMENT INFORMATION

An operating segment is generally defined as a corapt of a business for which discrete financiébrimation is available and whose results
reviewed by the chief operating decisioraker. Operating segments are aggregated intotedpp@rsegments if certain criteria are met. Thenany
has determined that it has two reportable segmdrits. first reportable segment, Retail Banking,iastbn of the Bank, operates as a traditic
community bank providing deposit, loan and othéatesl products to individuals and small businesgesarily in the communities where their offit
are located. The second reportable segment, MP&yision of the Bank, provides products and sesido financial institutions and otl
businesses. These products and services incladanise of prepaid debit cards, sponsorship of Airitsthe debit networks, credit programs, A
origination services, gift card programs, rebategpams, travel programs and tax related prograbiher programs are in the process
development. The remaining grouping under the icapt‘All Others” consists of the operations of th@ompany and intesegmer
eliminations. Transactions between affiliates, rdmulting revenues of which are shown in the gggment revenue category, are conducted at n
prices, meaning prices that would be paid if theaganies were not affiliates.
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The following tables present segment data for tom@any for the three and nine months ended Jun203@, and 2011, respectively.

Retail Meta Paymen
Banking Systems® All Others Total

Three Months Ended June 30, 201

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

Interest expense 67C 64 123 857

Net interest income (expens 5,311 3,10/ (223) 8,29

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

Nor-interest incom 1,52¢ 12,17: 8 13,70¢

Non-interest expense 4.87¢ 13,20¢ (15) 18,07:
Income (loss) before te 1,80¢ 2,06¢ (200) 3,771

Income tax expense (benefit) 64z 792 (44) 1,39(
Net income (loss $ 1,167 $ 1,27¢ $ (56 $ 2,38
Intel-segment revenue (expen: $ 2,84¢ % (2,846 $ - $ =
Total asset 321,72 1,205,011 1,93¢ 1,528,68.
Total deposit: 212,71 1,139,22! (1,409 1,350,53!

Retalil Meta Paymen:
Banking Systems® All Others Total

Three Months Ended June 30, 201

Interest incomt $ 7,157 $ 282 % - $ 9,98(

Interest expense 1,00¢ 33 11¢F 1,152

Net interest income (expens 6,152 2,79(C (11%) 8,821

Provision (recovery) for loan loss 10C (267) - (161)

Nor-interest income 497 8,19¢ 12 8,70¢

Nor-interest expens 4,941 14,31: 5¢ 19,31:
Income (loss) before te 1,60¢ (3,062) (162) (1,616

Income tax expense (benefit) 60E (1,135 (6€) (59€)
Net income (loss $ 1,000 $ (1,927 $ (96) $ (1,020)
Inter-segment revenue (expen: $ 233 $ (2,337 $ - $ =
Total asset 317,46: 755,05¢ 1,95¢ 1,074,48
Total deposit: 217,97 710,92 (315) 928,58
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Retalil Meta Paymen:
Banking Systems® All Others Total
Nine Months Ended June 30, 201
Interest incom 19,62¢ $ 9,43¢.  $ - 29,06
Interest expens 2,21¢ 14E 35¢ 2,722
Net interest income (expens 17,41 9,28¢ (359) 26,34
Provision (recovery) for loan loss 1,05( (D] - 1,04¢
Nor-interest incom 14,477 41,66 25 56,16¢
Non-interest expense 15,03: 41,91 13z 57,07¢
Income (loss) before te 15,80" 9,04¢ (467) 24,38¢
Income tax expense (bene 5,79¢ 3,33( (190) 8,93¢
Net income (loss 10,00¢ $ 571¢ $ (277) 15,44¢
Inter-segment revenue (expen: 8,83t % (8,835 $ = =
Total asset 321,72 1,205,011 1,93¢ 1,528,68:
Total deposit: 212,71 1,139,22! (1,409 1,350,53!
Retail Meta Paymen
Banking Systems® All Others Total
Nine Months Ended June 30, 201
Interest incom 20,32 $ 8,85 % 6 29,18(
Interest expense 3,18¢ 12C 35z 3,65¢
Net interest income (expens 17,13¢ 8,73: (34¢€) 25,52;
Provision (recovery) for loan loss 40C (375) - 25
Nor-interest income 2,90¢ 40,54: 35 43,48¢
Non-interest expense 17,15¢ 46,67 35C 64,18’
Income (loss) before te 2,48 2,97¢ (661) 4,80(
Income tax expense (benefit) 1,46( 1,15(C (25¢) 2,352
Net income (loss 1,02 $ 1,82¢ $ (403) 2,44¢
Inter-segment revenue (expen: 722( $ (7,220 $ = =
Total asset 317,46: 755,05¢ 1,95¢ 1,074,48
Total deposit: 217,97 710,92 (315) 928,58
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The following tables present gross profit dataNt®?S for the three and nine months ended June 32 a@0d 2011.

Three Months Ended June 30 2012 2011
Interest incom $ 3,16¢ $ 2,82
Interest expens 64 33
Net interest incom 3,10¢ 2,79(
Provision (recovery) for loan loss - (261)
Nor-interest incom 12,17: 8,19¢

Card processing expense 3,66¢ 5,87¢
Gross Profit 11,61° 5,37
Other non-interest expense 9,54: 8,43¢

Income (loss) before te 2,06¢ (3,06%2)
Income tax expense (benefit) 792 (1,135)

Net Income (Loss $ 1,27¢  $ (1,927)

Nine Months Ended June 30 2012 2011
Interest incom $ 9432 $ 8,85:
Interest expense 14F 12C
Net interest incom 9,28¢ 8,73
Provision (recovery) for loan loss Q) (375)
Nor-interest income 41,66 40,54:

Card processing expense 13,92¢ 19,22

Gross Profit 37,02¢ 30,42¢

Other non-interest expense 27,98: 27,45(

Income (loss) before te 9,04¢ 2,97¢
Income tax expense (benefit) 3,33( 1,15(

Net Income (Loss $ 571¢ $ 1,82¢

NOTE 9. NEW ACCOUNTING PRONOUNCEMENTS

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

Agreements

This ASU applies to all entities that enter intoesgnents to transfer financial assets that bottleeathd obligate the transferor to repurchaseedeen
the financial assets before their maturity (rep@rgements). It focuses the transfescassessment of effective control of its contrdatigdats anc
obligations by removing the requirement to asstssahiility to exercise those rights or honor thobkgations. The ASU is effective for the firstemnim
or annual period beginning on or after December208,1. It is effective prospectively for transan8oor modifications of existing transactions
occur on or after the effective date. The Compadgpéed this ASU in the second quarter of fiscalry2@12 and the adoption did not have a mat
effect on the Company’s consolidated financial ¢oow, results of operations or cash flow.
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Accounting Standards Update No. 2011-04air Value Measurement (Topic 820): Amendments tatAeve Common Fair Value Measurement a
Disclosure Requirements in U.S. GAAP and IFF

This ASU was issued concurrently with IFRS Eajr Value Measurementsto provide largely identical guidance about featue measurement &
disclosure requirements. The new standards doxieh@ the use of fair value but, rather, providédgnce about how fair value should be apy
where it already is required or permitted under 3F&t U.S. GAAP. For U.S. GAAP, most of the changes clarifications of existing guidance
wording changes to align with IFRS 13.

A public entity is required to apply this ASU prespively for interim and annual periods beginnirfiggaDecember 15, 2011. Early adoption is
permitted. In the period of adoption, a reportamdity will be required to disclose a change, if@n valuation technique and related inputs tlesut
from applying the ASU and to quantify the totaleeff, if practicable. The Company adopted this ASU in the second queftiscal year 2012 and t
adoption did not have a material effect on the Camy{s consolidated financial condition, resultopg&rations or cash flow.

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

In June 2011, FASB issued ASU 2011®©&mprehensive Incomevhich provides an entity with the option to praséhe total comprehensive incot
the components of net income and the componentthef comprehensive income either in a single oootis statement of comprehensive incon

in two separate but consecutive statements. IrelDber 2011, FASB issued ASU 2011-D:ferral of the Effective Date for Amendments t
Presentation of Reclassifications of ltems Outafulnulated Other Comprehensive Income in AccourBtagdards Update No. 2C-05. ASU 2011-
12 temporarily defers the effective date of theuregment in ASU 201D5 to present separate line items on the incontersent for reclassificatic
adjustments of items out of accumulated other cetmgmsive income into net income. The guidanceSkAR011-05, as amended by ASU 2011 -is
effective for fiscal years, and the interim peri@dthin those years, beginning after December 08,12and early adoption is permitted. The Com|
anticipates adopting this update in the first qeradf fiscal 2013 and does not expect the adoptiohave a material effect on the Company’
consolidated financial condition, results of opienras or cash flow.

Accounting Standards Update No. 2011-08ptangibles — Goodwill and Other (Topic 350)

The objective of this update is to simplify howitas test goodwill for impairment. This update addqualitative analysis to step one of the siey-
process, which enables the Company to qualitatisdetgrmine if it is more likely than not that trerfvalue of a reporting unit is less than its gizg
amount, and if not, skip the two step test for geildimpairment. The guidance is effective for aah and interim goodwill impairment te
performed for fiscal years beginning after Decenider2011, but early adoption is permitted. Then@any anticipates adopting this update in the
quarter of fiscal year 2013 and does not expectati@ption to have a material effect on the Compaepnsolidated financial condition, result:
operations or cash flow.

NOTE 10. FAIR VALUE MEASUREMENTS

ASC 820,Fair Value Measurementdefines fair value, establishes a framework for sneiag the fair value of assets and liabilitiesngsa hierarch
system and expands disclosures about fair valuesumement. 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 whichréporting entity transacts.

The fair value hierarchy is as follows:

Level 1 Inputs- Valuation is based upon quoted prices for ideniigstruments traded in active markets that the Gomgas the abili
to access at measurement date.
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Level 2 Inputs— Valuation is based upon quoted prices for simitetriuments in active markets, quoted prices fontidal or simila
instruments in markets that are not active marets modebased valuation techniques for which significarsuasptions are observa
in the market.

Level 3 Inputs- Valuation is generated from modmsed techniques that use significant assumptionsliservable in the market and
used only to the extent that observable inputsateavailable. These unobservable assumptionsctethe Compang’ own estimates
assumptions that market participants would useiging the asset or liability. Valuation technigueclude use of option pricing mod:
discounted cash flow models and similar techniques.

A description of the valuation methodologies used ifistruments measured at fair value, as wellhasgeneral classification of such instrum
pursuant to the valuation hierarchy, is set foeloty.

Securities Available for SaleSecurities available for sale are recorded at@we on a recurring basis. Fair value measureimdrgsed upon quot
prices, if available. If quoted prices are notikde, fair values are measured using an indepanalécing service. Level 1 securities includegt
traded on an active exchange, such as the New Stk Exchange, as well as U.S. Treasury and &ftfergovernment and agency securities the
traded by dealers or brokers in active overdgbenter markets. The Company had no Level 1 oelL8\securities at June 30, 2012 or Septembs
2011. Level 2 securities include agency mortgamekéd securities, asse#cked securities, callable agency securities, opalibonds and corpor:
debt securities.

The fair values of securities available for sake @etermined by obtaining quoted prices on natipmetognized securities exchanges (Level 1 ing
or matrix pricing, which is a mathematical techdguidely used in the industry to value debt semsritvithout relying exclusively on quoted priceg
the specific securities, but rather by relying ba securitiestelationship to other benchmark quoted securities€l 2 inputs). The Company obtai
reviews and compares the valuations and methodmdgdm two third party providers. These thirdtpgroviders utilize several sources for val
fixed-income securities. Sources utilized by the thirdypprovider include pricing models that vary bassdasset class and include available tt
bid, and other market information. This methodolagsludes broker quotes, proprietary models, dpsed terms and conditions databases, as w
extensive quality control programs.
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The following table summarizes the assets of the@my for which fair values are determined on aiméeg basis at June 30, 2012 and Septemb
2011.

Fair Value at June 30, 201:

(Dollars in Thousands Total Level 1 Level 2 Level 3
Debt securitie:
Trust preferred and corporate securi $ 7447. $ - $ 7447. $ =
Asset backed securitil 21,08t - 21,08¢ -
Agency securitie 39,33t - 39,33t -
Obligations of states and political subdivisit 17,61: - 17,61: -
Mortgage-backed securities 815,88t - 815,88 -
Securities available for sa $ 968,39. $ - $ 968,39. $ -

Fair Value at September 30, 201

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

The Companys management reviews the status and potential impat of all securities in a loss position on a thonbasis. In its reviey
management considers duration of unrealized lossdseviews credit rating changes. Other factous,not necessarily all, considered are: tha
risk of loss is minimized and easier to determine tb the singléssuer, rather than pooled, nature of the individeaurities, the financial condition
the issuer, and whether there have been any payieétals or defaults to-date. Such factors abgest to change over time.

Foreclosed Real Estate and Repossessed A Real estate properties and repossessed assatgially recorded at the fair value less sellicasts &
the date of foreclosure, establishing a new cosisbalrhe carrying amount represents the loweh@iew cost basis or the fair value less sellirggsco

Loans. The Company does not record loans at fair vatua oecurring basis. However, if a loan is congideémpairedan allowance is establisr

when the discounted cash flows (or collateral valuebservable market price) of the impaired lgathoiver than the carrying value of that Idan
accordance with ASC 31Receivables.
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The following table summarizes the assets of then@my for which fair values are determined on a-remurring basis at June 30, 2012
September 30, 2011.

Fair Value at June 30, 201:

(Dollars in Thousands Total Level 1 Level 2 Level 3
Impaired Loans, ne
One to four family residential mortgage lo¢ $ 74 $ - $ - $ 74
Commercial and mu-family real estate loar 9,67 - - 9,67
Consumer loan 1 - - 1
Commercial operating loans 76 - - 76
Total Impaired Loan 9,82¢ - - 9,82¢
Foreclosed Assets, n 861 - - 861
Total $ 10,68¢ $ - 3 - 8 10,68t

Fair Value at September 30, 201

(Dollars in Thousands Total Level 1 Level 2 Level 3
Impaired Loans, ne $ 11,33: $ - $ - $ 11,33
Foreclosed Assets, n 2,671 - - 2,671
Total $ 14,00¢ $ - 3 - 8 14,00/
Quantitative Information About Level 3 Fair Value M easurements
(Dollars in Thousands Fair Value at 6/30/1: Valuation Technique Unobservable Input
Impaired Loans, ne $ 9,822 Market approacl Appraised value®
Foreclosed Assets, n 861 Market approacl Appraised value®

M The Company generally relies on external appraisedevelop this information. Management redudes appraised value by estimated se
costs in a range of 4% to 10

The following table discloses the Company’s esteddiir value amounts of its financial instrumenitsis managemerg’ belief that the fair valu
presented below are reasonable based on the waluathniques and data available to the Compadyreg 30, 2012 and September 30, 2011, as
fully described below. The operations of the Compare maaged from a going concern basis and not a liqudabiasis. As a result, the ultim
value realized for the finaial instruments presented could be substantidifgrént when actually recognized over time throulge normal course
operations. Additionally, a substantial portiontbeé Company’s inherent value is the Bankapitalization and franchise value. Neither st
components have been given consideration in theeptation of fair values below.
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The following presents the carrying amount andnegtied fair value of the financial instruments higydthe Company at June 30, 2012 and Septe
30, 2011. The information presented is subjechiange over time based on a variety of factors.

June 30, 201:

Carrying Estimated
Amount Fair Value Level 1 Level 2 Level 3

(Dollars in Thousands

Financial assets

Cash and cash equivalel $ 166,43¢ $ 166,43¢ $ 166,43¢ $ - $ =
Securities available for sa 968,39: 968,39: - 968,39: -
Loans receivable, ne
One to four family residential mortgage lo¢ 43,97: 45,73¢ - - 45,73¢
Commercial and mu-family real estate loar 191,41 192,29 - - 192,29
Agricultural real estate loar 20,57: 21,83( - - 21,83(
Consumer loan 39,05¢ 39,52¢ - - 39,52
Consumer loans held for s¢ 2,30¢ 2,30¢ - 2,30¢ -
Commercial operating loar 15,02 14,98: - - 14,98:
Agricultural operating loans 25,13: 26,07¢ - - 26,07¢
Total loans receivable, n 337,48( 342,74° - 2,30¢ 340,44:
FHLB stock 2,12(C 2,12(C - 2,12(C -
Accrued interest receivab 5,86¢ 5,86¢ 5,86¢ - -
Financial liabilities
Noninterest bearing demand depo 1,153,02 1,153,02 1,153,02 - -
Interest bearing demand deposits, savings, andynone
markets 96,64 96,64 96,64 - -
Certificates of depos 100,87 101,88: - 101,88: -
Total deposit: 1,350,53! 1,351,55. 1,249,66: 101,88: -
Advances from FHLE 11,00¢( 14,18 - 14,18¢ -
Securities sold under agreements to repurc 27,31« 27,31« - 27,31« -
Subordinated debentur 10,31( 10,32: - 10,321 -
Accrued interest payab 21€ 21€ 21€ - -

Off-balancr-sheet instruments, loan commitme - - - - -
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September 30, 201.

Carrying Estimated
Amount Fair Value

(Dollars in Thousands

Financial assets

Cash and cash equivalel $ 276,89 $ 276,89:
Securities available for sa 619,24¢ 619,24¢
Loans receivable, ne 314,41( 316,15:
FHLB stock 4,737 4,737
Accrued interest receivab 4,13¢ 4,13¢

Financial liabilities

Noninterest bearing demand depo 945,95¢ 945,95¢
Interest bearing demand deposits, savings, and ynmoaekets 79,10: 79,10:
Certificates of deposit 116,56: 118,28t¢

Total deposit: 1,141,62! 1,143,341
Advances from FHLE 11,00( 14,12¢
Securities sold under agreements to repurc 8,05¢ 8,05¢
Subordinated debentur 10,31( 10,32t
Accrued interest payab 228 228

Off-balanc~sheet instruments, loan commitme - -

The following sets forth the methods and assumptigsed in determining the fair value estimategsHerCompanys financial instruments at June
2012 and September 30, 2011.

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

SECURITIES AVAILABLE FOR SALE

Securities available for sale are recorded atvi@ine on a recurring basis. Fair values for inwmestt securities are based on obtaining quoted dt
nationally recognized securities exchanges, oriraticing, which is a mathematical technique wideked in the industry to value debt secur
without relying exclusively on quoted prices foethpecific securities, but rather by relying on skeurities’relationship to other benchmark quc
securities.

LOANS RECEIVABLE, NET

The fair value of loans is estimated using an ewggrice concept. The fair value of loans wasrneded by discounting the future cash flows ustmg
current rates at which similar loans would be maméorrowers with similar credit ratings and fom#ar remaining maturities. When using
discounting method to determine fair value, loamrsergathered by homogeneous groups with similangeand conditions and discounted at a ti
rate at which similar loans would be made to boemat June 30, 2012 and September 30, 2011.diticad when computing the estimated fair vi
for all loans, allowances for loan losses have tsedatracted from the calculated fair value for édeation of credit quality.

Loans held for sale are carried at the lower of codair market value. The carrying value of thdsans approximate fair market value as the
generally sold at par within days of their origioat
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FEDERAL HOME LOAN BANK (THE “FHLB") STOCK
The fair value of such stock is assumed to apprateérbook value since the Company is generally bledeem this stock at par value.

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

DEPOSITS

The carrying values of noimterest bearing checking deposits, interest bgadhecking deposits, savings, and money marketassimed 1
approximate fair value, since such deposits areddiately withdrawable without penalty. The faitueof time certificates of deposit was estim:
by discounting expected future cash flows by theent rates offered on certificates of deposit wgithilar remaining maturities.

In accordance with ASC 825jnancial Instruments no value has been assigned to the Company’stknng+elationships with its deposit custon
(core value of deposits intangible) since suchnigifale is not a financial instrument as definedemASC 825.

ADVANCES FROM FHLB
The fair value of such advances was estimated dgodnting the expected future cash flows usingetiiinterest rates at June 30, 2012 and Septi
30, 2011 for advances with similar terms and reingimaturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED

DEBENTURES

The carrying amount of securities sold under agesgmto repurchase is assumed to approximatedhiev The fair value of subordinated debent
was estimated by discounting the expected futusé aws using derived interest rates approximatiragket as of June 30, 2012 and Septemb
2011 over the contractual maturity of such borrasin

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

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

LIMITATIONS

It must be noted that fair value estimates are matde specific point in time, based on relevant kearinformation about the financ
instrument. Additionally, fair value estimates &ased on existing on- and dfélance sheet financial instruments without attémgpto estimate tt
value of anticipated future business, custometiogighips and the value of assets and liabilitted ire not considered financial instruments. &
estimates do not reflect any premium or discouat tould result from offering the Compasyéntire holdings of a particular financial insteemn fol
sale at one time. Furthermore, since no markettexXor certain of the Comparsyfinancial instruments, fair value estimates maybased ¢
judgments regarding future expected loss experieaggent economic conditions, risk characteristifsvarious financial instruments and ol
factors. These estimates are subjective in nadeinvolve uncertainties and matters of signifigadgment and therefore cannot be determined
a high level of precision. Changes in assumptiassvell as tax considerations could significantifieet the estimates. Accordingly, based on
limitations described above, the aggregate faineastimates are not intended to represent therlyimdevalue of the Company, on either a gc
concern or a liquidation basis.
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NOTE 11. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of the Compagytiwill and intangible assets for the nine momhded June 30, 2012 and 2011 are as follows:

Retail Meta Paymen Meta Paymen
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ - $ 1,31F $ - $ 1,31¢
Acquisitions during the peric - 733 27 76C
Amortization during the perio - (11) (1) (22
Write-offs during the periol - 4) - 4
Balance as of June 30, 2012 $ - $ 2,03 $ 16 $ 2,04¢
Retalil Meta Paymen Meta Paymeni
Banking Systems® Systems®
Goodwill Patents Other Total

(Dollars in Thousands

Balance as of September 30, 2( $ 1,50¢ $ 1,07¢ $ 7 $ 2,66:
Acquisitions during the peric - 33C - 33C
Amortization during the perio - - (77) (77)
Write-offs during the perior (1,50¢) - - (1,509)
Balance as of June 30, 2011 $ - 3 1,40¢ $ - 3 1,40¢

The Company has eleven patents which are amortaidgne 30, 2012.

The Company tests goodwill and intangible assetsnfipairment at least annually or more often if ditions indicate a possible impairment. °
Company wrotesff $1.5 million of goodwill through the income &anent during the three months ended December GBIQ due primarily to tt
decline in the stock price of the Company duriref heriod.

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

As previously disclosed in our Annual Report onrRdiOK, on July 15, 2011, the Company and the Bank s#phlated and consented to a Cease¢
Desist Order (the “Consent Orders”) issued by tffiic® of Thrift Supervision (the “OTS")Since the issuance of the supervisory directivesthe
Consent Orders, the Company and the Bank have d¢m#inuing to cooperate with the OTS, and, as &f 24, 2011, its successors, the Fec
Reserve and the OCC, to correct those aspects opérations that were addressed in the Conserir©rélanagement of the Company and the

believe they have made substantial progress andhitbaCompany and the Bank are in material compéanith the Consent Orders. Notwithstant
our belief as to substantial progress and comptiawe can provide no assurances as to whether@@@ and the Federal Reserve will concur with
belief or what actions would be taken by the OC@ #re Federal Reserve if they do not so concuiluféato conform to the requirements of
Consent Orders or the expectations of our regudatould result in material adverse consequenceéo€Company and the Bank.
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Item 2. Management's Discussion and Analysis of Financiaddtion and Results of Operatio

META FINANCIAL GROUP, INC @,
AND SUBSIDIARIES

FORWARD LOOKING STATEMENTS

Meta Financial Group, In®, (“Meta Financial” or the “Company”) and its whplbwned subsidiary, MetaBarik (the “Bank” or “MetaBank”),may
from time to time make written or oral “forward-kiag statements,including statements contained in its filings witte Securities and Exchar
Commission (“SEC”),in its reports to stockholders, and in other comications by the Company, which are made in gooth fay the Compar
pursuant to the “safe harbor” provisions of thev&e Securities Litigation Reform Act of 1995.

These forward-looking statements include statemeitts respect to the Comparsybeliefs, expectations, estimates, and intentibasare subject
significant risks and uncertainties, and are subjecchange based on various factors, some of whrehbeyond the Comparsycontrol. Suc
statements address, among others, the followingesisb future operating results; customer retentioan and other product demand; impor
components of the Compaisybalance sheet and income statements; growth x@ah&on; new products and services, such as thifsed by th
Bank or Meta Payment Systefiq“MPS”), a division of the Bank; credit quality and adequadyreserves; technology; and our employees.
following factors, among others, could cause thenfanys financial performance to differ materially frolretexpectations, estimates, and inten
expressed in such forwaldeking statements: the strength of the UnitedeStaconomy in general and the strength of thd Emaomies in which tt
Company conducts operations; the effects of, amsh@és in, trade, monetary, and fiscal policiesland, including interest rate policies of the B¢
of Governors of the Federal Reserve System (theléfed Reserve”)as well as efforts of the United States Treasurygadnjunction with ban
regulatory agencies to stimulate the economy awtepr the financial system; inflation, interesteratnarket, and monetary fluctuations; the tir
development of and acceptance of new products arices offered by the Company as well as riskesltling reputational and litigation) attend
thereto and the perceived overall value of theselymts and services by users; the risks of dealitiy or utilizing thirdparty vendors; the scope
restrictions and compliance requirements imposethbysupervisory directives and/or the Consent Brdatered into by the Company and the E
with the Office of Thrift Supervision (“OTS") anchg other such actions which may be initiated; theact of changes in financial servicésis ani
regulations, including but not limited to our rébeiship with our regulators, the Office of the Cdrofler of the Currency (“OCC”"and the Feder
Reserve; technological changes, including but imitéd to the protection of electronic files or @dases; acquisitions; litigation risk in gene
including but not limited to those risks involvitige MPS division; the growth of the Compasiyjusiness as well as expenses related theretoge:
in consumer spending and saving habits; and theesawf the Company at managing and collectingsas$®orrowers in default.

The foregoing list of factors is not exclusive. dkibnal discussions of factors affecting the Comypa business and prospects are contained i

Company'’s periodic filings with the SEC. The Compa&xpressly disclaims any intent or obligatiorupmlate any forwartboking statement, whetr
written or oral, that may be made from time to tioyeor on behalf of the Company or its subsidiaries
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GENERAL

The Company, a registered unitary savings and tmdding company, is a Delaware corporation, thegipial assets of which are all the issued
outstanding shares of the Bank, a federal saviagk.bUnless the context otherwise requires, rafeye herein to the Company include Meta Fina
and the Bank, and all subsidiaries of Meta Findndigect or indirect, on a consolidated basis.

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

The following discussion focuses on the consoliddilgancial condition of the Company and its sulzsids, at June 30, 2012, compared to Septe
30, 2011, and the consolidated results of opersitfonthe three and nine months ended June 30, 20d2011. This discussion should be re:
conjunction with the Company's consolidated finahstatements, and notes thereto, for the yearde8dptember 30, 2011.

CORPORATE DEVELOPMENTS AND OVERVIEW OF FINANCIAL RE SULTS

MPS 2012 fiscal third quarter net income was $1ilBan compared to a net loss of $1.9 million iretB011 third quarter. This increase was prim
the result of an increase in norterest income of $4.0 million, primarily from émcrease of card fees, an increase in net interesine of $0.3 millio
and a decrease in namerest expense of $1.1 million which was pawialffset by an increase in tax expense of $1.9iegniland an increase
provision for loan loss of $0.3 million.

The fiscal year 2012 Retail Bank third quarter inebme was $1.2 million compared to net income hdmillion in the 2011 third quarter. Re
Bank checking balances continued to grow from $54ilBon at June 30, 2011 to $60.8 million, or 1286 June 30, 2012.

During the quarter ended March 31, 2012, the Commecuted a strategic sale of its Ginnie Mae sgesiiportfolio to enhance capital levels. -
securities sold comprised the entire portfolio afirie Mae securities which had an amortized cos¥38f7.9 million, and constituted approxima
43% of the Bank’'s mortgageacked securities portfolio at December 31, 20Ile sale resulted in the recognition of an $11.Wionigain ($7.:
million after taxes). The resulting addition tetBanks capital will help to support current and expedtedre growth. The Company believes it"
an opportune time to realize the high value of Giriviae securities given market conditions relatv&annie Mae and Freddie Mac mortgégeke!
securities. The Company immediately replaced e securities with Fannie Mae securities of simélaerage lives.

At June 30, 2012, Non-Performing Assets have deerthy $10.1 million to $5.8 million compared t® million at September 30, 2011.

The Company intends to discontinue four of its itreponsorship lending programs by the fourth figsgearter of 2012. For the year ended Septe

30, 2011 and the nine months ended June 30, 2B&8&e trelationships provided approximately $3.4iomlland $2.6 million, respectively, in tc
revenue (interest income plus non-interest incormehe Company. The Company believes that otherces of revenue from other developing non-
sponsorship credit programs will eventually offisebme that had been attributable to these relstips.

The Company raised approximately $12.8 million dditional capital, all of which qualifies as Tierchpital for regulatory purposes, through

issuance of 640,000 common shares through threaterplacement transactions during the 2012 fiduad quarter. These transactions will t
finance growth and bolstered our regulatory capétbs.
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MetaBank accepted a redemption offer on two cotpdraist preferred securities (TPS) available fde gluring this quarter. This resulted in a $
million reduction of substandard assets and therdéeg of a pre-tax loss of $1.4 million, but inased book value by $1.5 million ptax at June 3
2012 as the redemption price was higher than th&eharice reflected in equity.

FINANCIAL CONDITION

At June 30, 2012, the Companyassets grew by $253.2 million, or 19.9%, to $illlHn compared to $1.3 billion at September 3012. The increa:
in assets was reflected primarily in increasebi@@ompany’s mortgageacked and investment securities available foraadk to a lesser extent, in
increase in the Company’s net loans receivablegbff part by a decrease in cash and cash equisale

Total cash and cash equivalents were $166.4 midiodune 30, 2012, a decrease of $110.5 milliomf§276.9 million at September 30, 2011.
decline primarily was the result of the Company'gesting its excess liquidity in mortgagaeked securities and investment securities. Tdragan
maintains its cash equivalent investments in istebearing overnight deposits with the Federal Haman Bank of Des Moines (“FHLB"and thi
Federal Reserve Bank of Chicago (“FRBBederal funds sold deposits may be maintained thithFHLB. At June 30, 2012, the Company did
have any federal funds sold.

The total of mortgageacked securities and investment securities availfa sale increased $349.1 million, or 56.4%$868.4 million at June 3
2012, as purchases exceeded investment matustiéss, and principal paydowns. The Compamgortfolio of securities available for sale cots
primarily of mortgagebacked securities, which have relatively short etge lives. During the nine month period endedeJs®d, 2012, the Compa
purchased $769.6 million of mortgabaeked securities with estimated future maturitieive years or less (primarily due to anticipafgdpayment:
and stated maturities of 30 years or less. Intauidithe Company purchased $129.0 million of itnemnt securities which were comprised prims
of corporate, municipal, agency and adsatked bonds. During the quarter ended March @12 2the Company executed a strategic sale of ises
to enhance capital levels. The securities soldprm®ad the Banls entire portfolio of Ginnie Mae securities whichdhan amortized cost of $30
million. The sale resulted in the recognition of&ii.4 million gain ($7.2 million after taxes). &hesulting addition to the Barktapital will help t
support current and expected future growth. The@my believes it was an opportune time to redheehigh value of Ginnie Mae securities gi
market conditions relative to Fannie Mae and Freddac mortgagd&acked securities. The Company immediately repldbe securities sold wi
Fannie Mae securities of similar average lives.

The Banks portfolio of net loans receivable increased $18ilion, or 5.9%, to $332.9 million at June 30,120 This increase primarily relates tc
increase of $9.8 million in residential mortgagarls, $9.1 million in MPS consumer loans and $3.Mianiin agricultural operating loans, partie
offset by a decrease in commercial real estaterant family loans of $3.0 million and a decreaseRetail Bank consumer loans of $2.2 million.

Foreclosed real estate and repossessed assetasgecte $0.9 million as compared to $2.7 millionSeptember 30, 2011, primarily due to
resolution and disposal of a $2.0 million bamkned property during April 2012 which resultedlie recognition of $1.1 million in income relate
interest and expenses recovered by the Companyg. dEtrease was partially offset by the previowbclosed foreclosure and transfer of a
million commercial and multfamily real estate loan which was subsequentlytemitdown by $0.9 million during the quarter endedréh 31
2012. This relationship was reported in non-penfag loans at September 30, 2011.

Total deposits increased $208.9 million, or 18.36631.4 billion at June 30, 2012. The Bank corgmuo increase its low- and ©ost depos
portfolio. Deposits attributable to MPS were ud4® million, or 23.1%, at June 30, 2012, as comgao September 30, 2011. This increase r¢
mostly from growth in existing core prepaid cardgnams. Partially offsetting the above increass wa$15.7 million decrease in certificate:
deposits primarily related to a decrease in puilicls. The average balance of total deposits i illion for the nine month period ended Jung
2012 compared to $1.0 billion for the same periothe prior fiscal year.
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Total borrowings increased $19.2 million, or 65.68%6m $29.4 million at September 30, 2011 to $48ibion at June 30, 2012, primarily due to
increase of securities sold under agreements tockpse.

At June 30, 2012, the Company’s stockholdemiity totaled $105.7 million, up $25.1 million mo$80.6 million at September 30, 2011. The in@
was related to private placement transactions,imzime, offset by a decrease in the accumulatedr atbmprehensive income relating to
Company’s securities available for sale portfolimlay the payment of dividends on the Company’s mom stock (see “Results of Operations”
below). In addition, the Company raised approxinya®&l2.8 million in additional capital, all of whicqualifies as Tier 1 capital for regulat
purposes, through the issuance of 640,000 commemeshhrough three private placement transactiariagithe 2012 fiscal third quarter. At June
2012, the Bank continues to exceed all regulateguirements for classification as a well-capitalirestitution. See “Liquidity and Capital Resowste
for further information.

Non-performing Assets and Allowance for Loan Losses

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst 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 is rga@ against interest income.
loan will remain on noraccrual status until the loan has been brougheotior until other circumstances occur that proédequate assurance of
repayment of interest and principal.

The Company believes that the level of allowaneddan losses at June 30, 2012 is appropriate deduately reflects probable losses related to

loans; however, there can be no assurance thé&baads will be fully collectible or that the presdevel of the allowance will be adequate in
future. See “Allowance for Loan Losses” below.
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The table below sets forth the amounts and categofinon-performing assets in the Comparmgrtfolio. Foreclosed assets include assetsitactjun

settlement of loans.

Non-Performing Assets As Oi

June 30, 201  September 30, 201

Non-Performing Loans (Dollars in Thousands)

Non-Accruing Loans

127
13,02¢
30

13,18

24

24

13,20¢

451
181
2,02(
19

2,671

2,671

15,87:

1-4 Family@ $ 62 $
Commercial & Multi Family®) ) 4.76¢
Commercial Operating) ) 20
Total 4,84¢
Accruing Loans Delinquent 90 Days or Mc
Consumel 64
Total 64
Total Non-Performing Loans 4,91(
Other Asset:
Foreclosed Asset
1-4 Family 22
Commercial & Multi Family 837
Agricultural Real Estat -
Commercial Business 2
Total 861
Total Other Assets 861
Total Non-Performing Assets $ 5771 $
Total as a Percentage of Total Assets 0.38%

1.24%

(1) AtJune 30, 2012, the Company had $331,000 of TIRRBmMmercial & Multi Family and $20,000 of TDRs@ommercial Operating
(2) At September 30, 2011, the Company had $42000DRs in 14 Family, $3.9 million in Commercial & Multi Familgnd $30,000 in Commerc

Operating

In addition to the nomerforming TDRs in (1) and (2), the Company haddditional $6.4 million and $4.8 million of TDRsni@ming in accordanc

with their terms at June 30, 2012 and Septembe2@0D1, respectively.

At June 30, 2012, noperforming loans totaled $4.9 million, representih§% of total loans, compared to $13.2 million,40t% of total loans

September 30, 2011. The majority of this decréasa September 30, 2011 relates to three commduaal relationships totaling $8.5 million, one
which was partially charged off with the remainiig).7 million transferred to foreclosed real estatel repossessed assets at December 31,
During the quarter ended March 31, 2012, the Compante off $0.9 million from this commercial relanship through other noimterest income. |
addition, a $3.9 million commercial loan that wasdified via a TDR is now fully performing in comatice with all terms. The third loan was paic

during the quarter ended June 30, 2012.
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Classified Assets.Federal regulations provide for the classificatiddioans and other assets, such as debt and espgtyities considered by the O
to be of lesser quality, as "substandard”, "dodbthu "loss." An asset is considered “substandafdt is inadequately protected by the current
worth and paying capacity of the obligor or of tbellateral pledged, if any. “Substandard” assetdude those characterized by thdistinct
possibility” that the savings association will sist“some loss” if the deficiencies are not coreelct Assets classified as “doubtfufave all th
weaknesses inherent in those classified as “sultestdyi with the added characteristic that the weakes present makeollection or liquidation i
full,” on the basis of currently existing facts, nttitions and values, “highly questionable and inbatde.” Assets classified as “losate thos
considered “uncollectible” and of such minimal v@bhat their continuance as assets without thélkstienent of a specific reserve is not warranted.

General allowances represent loss allowances wiagk been established to recognize the inherdnassociated with lending activities, but wh
unlike specific allowances, have not been allocate@articular problem assets. When assets assifitad as “loss,the Bank is required either
establish a specific allowance for loan losses ketud00% of that portion of the asset so clasgifte to charge-off such amount. The Bank’
determination as to the classification of its essetd the amount of its valuation allowances algestito review by its regulatory authorities, wh
may order the establishment of additional generapecific loss allowances. The discovery of adddl information in the future may also affectt
the level of classification and the amount of labswances.

On the basis of management's review of its loamisadiner assets, at June 30, 2012, the Companylassified a total of $17.8 million of its asset:
substandard, $30,000 as doubtful and none as Tdss.compares to classifications at Septembe2801 of $42.7 million as substandard, $60,0(
doubtful and none as lossAt June 30, 2012, $5.0 million out of a total of78 million of substandard assets is attributablghe trust preferre
securities as compared to $19.9 million out of @ltof $42.7 million of substandard assets at Seper 30, 2011. See Note 10 to the Conde
Consolidated Financial Statements.

Allowance for Loan LossesThe Company establishes its provision for loandesand evaluates the adequacy of its allowancléor losses bas
upon a systematic methodology consisting of a numbéactors including, among others, historic lesperience, the overall level of classified as
and nonperforming loans, the composition of its loan palitf and the general economic environment withiriclwithe Company and its borrow
operate.

Management closely monitors economic developmeots kegionally and nationwide, and considers tHastors when assessing the adequacy
allowance for loan losses. The economic slowdamhich recently has shown some signs of abatingtimees to strain the financial condition of sc
borrowers. Management therefore believes thatdunsses in the residential portfolio may be sohevhigher than historical experience. It sh
be noted that a sizeable portion of the Compagnsumer loan portfolio is secured by resideméal estate. Over the past three years, loss i
the commercial and mulfamily real estate market have remained modenslii@nagement concludes that future losses in thigfglior may be
somewhat higher than recent historical experieharss rates in the agricultural real estate anétalgural operating loan portfolios have been mial
in the past three years primarily due to higher mwardity prices as well as above average yields whave created positive economic condition:
most farmers in our markets during these past theaes. Nonetheless, management still expectsfuhate losses in this portfolio, which have b
very low, could be higher than recent historicgberience. Management believes that various lesfetsought weather conditions within our marl
has the potential to negatively impact potentiadldé which would have a negative economic effectoon agricultural markets. In additic
management believes the continuing recessionaryoseic environment may also negatively impact corenshmepayment capacities.
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At June 30, 2012, the Company has establishedlawaice for loan losses totaling $4.4 million comguhato $4.9 million at September 30, 2(
Management believes that, based on a detailedwesfethe loan portfolio, historic loan losses, @nt economic conditions, the size of the
portfolio, and other factors, the current leveliud allowance for loan losses at June 30, 2012a&sflan appropriate allowance against probabled
from the loan portfolio. Although the Company niains its allowance for loan losses at a level thabnsiders to be adequate, investors and ¢
are cautioned that there can be no assuranceutiae losses will not exceed estimated amounttaidradditional provisions for loan losses will ha
required in future periods.

The allowance for loan losses reflects managersebé&st estimate of probable losses inherent inpitwfolio based on currently availa
information. In addition to the factors mentiorsabve, future additions to the allowance for loasses may become necessary based upon ch
economic conditions, increased loan balances argd®in the underlying collateral of the loan paitf. In addition, our regulators have the abitit
cause us to add to our allowance.

CRITICAL ACCOUNTING POLICIES

The Companys financial statements are prepared in accordaiitbelUhS. GAAP. The financial information containedthin these statements is, t
significant extent, financial information that isded on approximate measures of the financial teffectransactions and events that have ali
occurred. Based on its consideration of accountivigries that: (i) involve the most complex andjgetive decisions and assessments which m
uncertain at the time the estimate was made, dndifferent estimates that reasonably could hasenbused in the current period, or changes i
accounting estimate that are reasonably likelyctmofrom period to period, would have a matergpact on the financial statements, managemel
identified the policies described below as Critidatounting Policies. This discussion and analgsisuld be read in conjunction with the Company’
financial statements and the accompanying notesepted in Part II, Item 8 “Consolidated Financi@t&ments and Supplementary Dat&fts Annua
Report on Form 10-K for the year ended SeptembgeP@01 and information contained herein.

Allowance for Loan LossesThe Companys allowance for loan loss methodology incorporatesriety of risk considerations, both quantitatire
qualitative, in establishing an allowance for |dass that management believes is appropriate &t esorting date. Quantitative factors include
Company’s historical loss experience, delinquenayd aharge-off trends, collateral values, changesnamnperforming loans, and ott
factors. Quantitative factors also incorporate vnoinformation about individual loans, including rbmwers’ sensitivity to interest ra
movements. Qualitative factors include the genecainomic environment in the Compasyharkets, including economic conditions throughibe
Midwest and, in particular, the state of certaidustries. Size and complexity of individual credit relation to loan structure, existing loan piels
and pace of portfolio growth are other qualitafizgetors that are considered in the methodology th&sCompany adds new products and increas
complexity of its loan portfolio, it will enhancési methodology accordingly. Management may haperted a materially different amount for
provision for loan losses in the consolidated statet of operations to change the allowance for loases if its assessment of the above factors
different. Although management believes the leeglthe allowance at both June 30, 2012 and Seme8® 2011 were adequate to absorb prol
losses inherent in the loan portfolio, a declinéital economic conditions or other factors codsiult in increasing losses.

Goodwill and Intangible Assetitangible assets include patents filed by the MIR&ion. Intangible assets are tested annuallyirfgpairment o
more often if conditions indicate a possible impent. Determining the fair value of a reportingtunvolves the use of significant estimates
assumptions. These estimates and assumptionslénobwenue growth rates and operating margins tesedlculate future cash flows, risidjuste
discount rates, future economic and market conditficomparison of the Compasymarket value to book value and determinationpgfr@priate
market comparables. Actual future results mayedififom those estimates.
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Each quarter the Company evaluates the estimagddllises of intangible assets and whether eventshanges in circumstances warrant a revisi
the remaining periods of amortization. In accomawith ASC 350Accounting for the Impairment or Disposal of Lonigdd Assetsrecoverability ¢
these assets is measured by comparison of ther@uagnount of the asset to the future undiscouoéesth flows the asset is expected to generatee
asset is considered to be impaired, the amounhyfirapairment is measured as the difference betweercarrying value and the fair value of
impaired asset.

Assumptions and estimates about future values amining useful lives of the Company’s intangibfel ather londived assets are complex ¢
subjective. They can be affected by a variety ofdes, including external factors such as indusing economic trends, and internal factors su
changes in the Comparsybusiness strategy and internal forecasts. Althahg Company believes the historical assumptiomsestimates used i
reasonable and appropriate, different assumptindsatimates could materially impact the reporiedrfcial results.

Self-Insurance. The Company has a séifsured healthcare plan for its employees up tdasedimits. To mitigate a portion of these riskig
Company has a stdpss insurance policy through a commercial insueagarrier for coverage in excess of $55,000 peavwitdal occurrence with ¢
unlimited lifetime maximum. The estimate of selfurance liability is based upon known claims amd estimate of incurred, but not repo
("IBNR”) claims. IBNR claims are estimated using historicllims lag information received by a third partyims administrator. Althoug
management believes it uses the best informatiaitedole to determine the accrual, unforeseen heddfims could result in adjustments to the accrual.

Deferred Tax AssetsThe Company accounts for income taxes accordingeasset and liability method. Under this mettdeferred tax assets ¢
liabilities are recognized for the future tax cansences attributable to differences between trenéial statement carrying amounts of existing a
and liabilities and their respective tax basis.fdbed tax assets and liabilities are measuredyusia enacted tax rates applicable to income fe
years in which those temporary differences are eegleto be recovered or settled. Deferred taxtasse recognized subject to managensent’
judgment that realization is meclikely-thanot. An estimate of probable income tax benefieg will not be realized in future years is reqdiia
determining the necessity for a valuation allowance

Security ImpairmentManagement continually monitors the investment sgcportfolio for impairment on a security by seity basis. Manageme
has a process in place to identify securities toatld potentially have a credit impairment thabther than temporary. This process involves
consideration of length of time and extent to whicé fair value has been less than the amortizetlbasis, review of available information regar
the financial position of the issuer, monitoring ttating of the security, cash flow projectionsg éime Company's intent to sell a security or whett
is more likely than not the Company will be reqdite sell the security before the recovery of itsoaized cost which, in some cases, may exte
maturity. To the extent we determine that a segisiieemed to be other-théemporarily impaired, an impairment loss is recagdi If the Compar
intends to sell a security or it is more likely th@ot that the Company would be required to sekeurity before the recovery of its amortized ctis
Company recognizes an other-th@mporary impairment in earnings for the differehetween amortized cost and fair value. If we dbexpect ti
recover the amortized cost basis, we do not plaseliothe security and if it is not more likely thaot that the Company would be required to <
security before the recovery of its amortized ctlsé recognition of the other-thaemporary impairment is bifurcated. For those séesr the
Company separates the total impairment into a tteds component recognized in earnings, and theuamof the loss related to other factor
recognized in other comprehensive income net afgax

The amount of the credit loss component of a detiisty impairment is estimated as the differenegveen amortized cost and the present value
expected cash flows of the security. The presehtevis determined using the best estimate of chshsfdiscounted at the effective interest
implicit to the security at the date of purchaselta current yield to accrete an asdeteked or floating rate security. Cash flow estesdor trus
preferred securities are derived from scenariodbaskcomes of forecasted default rates, loss sgverepayment rates and structural support.
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Level 3 Fair Value Measureme. U.S. GAAP requires the Company to measure thievédile of financial instruments under a standanittv describe
three levels of inputs that may be used to medsinrealue. Level 3 measurement includes signifiaamobservable inputs that reflect the Company’
own assumptions about the assumptions that maskgtipants would use in pricing an asset or lighiLevel 3 assets and liabilities include finaal
instruments whose value is determined using pricgglels, discounted cash flow methodologies, oilaintechniques, as well as instruments
which the determination of fair value requirgignificant management judgment or estimation. élih management believes that it uses a
estimate of information available to determine fa#ue, due to the uncertainty of future eventg, dpproach includes process that may diff
significantly from other methodologies and stilbduce an estimate that is in accordance with UAARS

RESULTS OF OPERATIONS

General. The Company recorded net income of $2.4 million®icents per diluted share, for the three momtidee June 30, 2012 compared to ¢
loss of $1.0 million, or 33 cents per diluted shéoe the same period in fiscal year 2011. Nehieys for the three month period ended June 302
were primarily impacted by an increase in cardife®me of $4.0 million, a reduction in card proéegsexpense of $2.2 million, a recovery of §
million on a bankewned real estate property, an increase in incareekxpense of $2.0 million due to increased proility, and an increase
compensation and benefits of $1.1 million.

The Company recorded net income of $15.4 millian$4.64 per diluted share, for the nine months drime 30, 2012 compared to $2.4 millior
79 cents per diluted share, for the same perididéal year 2011. Net earnings for the nine mgtiod ended June 30, 2012 were primarily impe
by a pretax gain on sale of securities of $12.0 million,iacrease in card fee income of $1.1 million, auen in card processing expense of
million, an increase in income tax expense of $Bilion due to increased profitability, and non-neence of goodwill impairment of $1.5 million.

The change in net income for the current period aféected by many factors within the general catiegoof netinterest income, net interest incc
after provision for loan losses, total non-interiesbme, total non-interesixpense, and income tax expense. Those factodismgssed in more det
below. In general, net interest income decreasad $8.8 million to $8.3 million for the three monpleriod ended June 30, 2012 from th®r yea
comparable period. Total nanterest income increased from $8.7 million to $1fér the three month period ended June 30, 204r# the prior yee
comparable period, and total non-interest experseedsed from $19.3 million to $18.1 million durithg same time periods.

Net Interest Income.Net interest income for the 2012 fiscal third qeadecreased by $0.5 million, or 6.1%, to $8.8iom from $8.8 million for thi
same period in the prior fiscal year. Net interaargin decreased to 2.40% for the third quartdisofl year 2012 as compared to 3.29% for the
period in 2011. Overall, asset yields declined1By basis points due primarily to a change in assetto more government guaranteed mortgage-
backed securities and highly rated investment gisieet backed, agency, corporate and municipalsbo@dr government guaranteed mortgage-
backed securities comprise 60% of average inteasting assets compared to 56% one year ago. dimp&hy’s average interesérning assets f
the 2012 third quarter grew by $310.8 million, 882 to $1.39 billion, up from $1.08 billion duritige same quarter last year.

Overall, rates on all deposits and interleséring liabilities decreased by 18 basis pointenfi0.44% in the 2011 third fiscal quarter to 0.286t

2012. At June 30, 2012, low- and oost checking deposits represented 91% of totabslepcompared to 86% one year earlier. The gram
deposits was driven by an increase of $428.3 millar 60%, in deposits generated by MPS at Jun2@I® as compared to one year earlier.
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For the nine months ended June 30, 2012, net sitéreome was $26.3 million compared to $25.5 onillfor the same period in the prior fis
year. Contributing to this increase was a 51 basist decrease in rates paid on intetesring liabilities and a 22% increase in earnisgets. The:
were partially offset by asset yields that decrd&g basis points, in part, due to faster prepaymees in the Company’s mortgagaeked securitie
portfolio as compared to the prior fiscal year. Thkowing tables present, for the periods indicktthe Company total dollar amount of intere
income from average interest-earning assets anckudting yields, as well as the interest expemsaverage interestearing liabilities, expressed b
in dollars and rates. No tax equivalent adjustmdrgve been made, as these are not considered smricant. Nonaccruing loans have be
included in the table as loans carrying a zeradyiel
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The following tables present, for the periods imadédl, the Company’s total dollar amount of inteiasbme from average interestrning assets a
the resulting yields, as well as the interest exspean average interelséaring liabilities, expressed both in dollars aatks. No tax equivale
adjustments have been made, as these are not e@mtsit be significant. Noaecruing loans have been included in the tableassl carrying a ze

yield.
Three Months Ended June 30 2012 2011
(Dollars in Thousands Average Interest Average Interest
Outstanding Earned / Yield / Outstanding Earned / Yield /
Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 331,58¢ $ 4,61¢€ 5.6(% $ 327,65( 4,53¢ 5.56%
Mortgage-backed securitie 836,00: 3,847 1.85% 600,67 5,23 3.4%%
Other investments and fed funds s 220,02 68€ 1.25% 148,49( 21C 0.57%
Total interest-earning assett 1,387,61 $ 9,14¢ 2.65% 1,076,81. 9,98( 3.72%
Non-interest-earning assets 62,40°" 60,931
Total assets $ 1,450,022 $ 1,137,74
Nor-interest bearing deposi $ 105998 $ - 0.0(% $ 786,34t - 0.0(%
Interest-bearing liabilities:
Interes-bearing checkin 34,227 60 0.71% 33,39¢ 87 1.04%
Savings 22,23t 10 0.1&% 11,62( 9 0.31%
Money market: 38,24( 29 0.31% 34,40: 55 0.64%
Time deposit: 103,13¢ 417 1.62% 117,10: 581 1.99%
FHLB advance: 39,43: 192 1.96% 44,144 29¢ 2.72%
Other borrowings 30,467 14¢ 1.97% 15,68’ 122 3.12%
Total interest-bearing liabilities 267,73" 857 1.2%% 256,35 1,152 1.8(%
Total deposits and interes-bearing
liabilities 1,327,720 $ 857 0.2€% 1,042,69! 1,15z 0.44%
Other non-interest bearing liabilities 22,71 19,27¢
Total liabilities 1,350,43: 1,061,97
Shareholders' equii 99,581 75,77
Total liabilities and
shareholders' equity $ 1,450,02 $  1,137,74
Net interest income and net interest |
spread including non-interest bearing
deposits $ 8,297 2.3% 8,827 3.28%
Net interest margin 2.4(% 3.25%
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Nine Months Ended June 30

(Dollars in Thousands Average Average
Outstanding Yield / Outstanding Yield /
Balance Balance
Interest-earning assets
Loans receivabl $ 325,47¢ 5.6(% $ 344,37( 5.7¢%
Mortgage-backed securitie 775,50° 2.3&% 541,36 3.35%
Other investments and fed funds solc 205,75( 1.05% 187,13: 0.5(%
Total interest-earning assets 1,306,73! 2.97% 1,072,86! 3.64%
Non-interes-earning asse! 61,401 66,36¢
Total assets $ 1,368,14; 1,139,22!
Nor-interest bearing deposi $ 999,53 0.0(% 783,23¢ 0.0(%
Interest-bearing liabilities:
Interes-bearing checkin 33,647 0.81% 33,06: 1.32%
Savings 15,38¢ 0.25% 11,15 0.35%
Money market: 38,22! 0.36% 34,54: 0.72%
Time deposit: 107,23: 1.72% 120,27¢ 2.04%
FHLB advance: 43,151 1.84% 40,99 2.9¢%
Other borrowings 22,52¢ 2.4(% 16,46: 3.05%
Total interest-bearing liabilities 260,16: 1.4(% 256,49: 1.91%
Total deposits and interes-bearing
liabilities 1,259,69! 0.25% 1,039,73. 0.47%
Other norinterest bearing liabilitie 21,13( 17,42¢
Total liabilities 1,280,82! 1,057,15!
Shareholders' equit 87,31: 82,07(
Total liabilities and
shareholders' equity $ 1,368,14 1,139,22!
Net interest income and net interest |
spread including non-interest bearing
deposits 2.68% 3.17%
Net interest margin 2.6%% 3.1&%
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Provision for Loan Losse The Company recognized a provision for loan Isseethe third quarter of fiscal year 2012 of $th#lion compared to
negative provision for loan losses of $0.2 milliarthe prior fiscal year. This was the result af #valuation of the allowance for loan loss as &@rpk
in Note 3 to the Condensed Consolidated Finant&ksents.

For the nine months ended June 30, 2012, the Coymeanrded a provision of $1.1 million comparedatprovision of $25,000 for the same perio
the prior fiscal year due to the aforementionedoiasc

Nor-Interest Income. Non-interest income for the quarter ended June 30, &@kased by $5.0 million, or 57.4%, to $13.7 imillfrom $8.7 millior
in the prior fiscal year third quarter. Fees edrarp MPSrelated programs were $12.3 million for the thitdhger of fiscal year 2012, compared to ¢
million for the same quarter in fiscal year 20Ihe decline in the 2011 fiscal third quarter was primarily dughe iAdvance reimbursement of $
million in card fees related to the previously tbhsed OTS administrative actions. The Bank readb@@et loss on sale of securities in the 2012l
third quarter of $0.4 million compared to no losghe prior fiscal year third quarter. The Bankepted the redemption offers on two corporate
Preferred Securities which resulted in a pre-tas lof $1.4 million. The pre-tax loss of $1.4 noitliwas partially offset by a gain on sale of mogeta
backed securities of $1.0 million. The Bank reeatrd recovery of $1.1 million on the disposal d2a0 million bankewned real estate prope
through other non-interest income related to tlcevery of interest and expenses.

For the nine months ended June 30, 2012,intatest income increased by $12.7 million, or 28.20 $56.2 million from $43.5 million for the sa
period in the prior fiscal year. Fees earned @paid debit cards, income taglated programs and other payment systems produadiservices we
$41.8 million for the nine months ended June 3@,22@ompared to $40.7 million for the same periodiscal year 2011. In addition, for the n
months ended June 30, 2012 and 2011, the Bankvsaifijagebacked securities and redeemed trust preferredisesuesulting in a net gain on s
of available for sale securities in the amount1i2.$ million and $1.2 million, respectively.

Nor-Interest Expense.Non-interest expense decreased by $1.2 million, or 6t49$18.1 million for the third quarter of fiscakar 2012 from $19
million for the same quarter in fiscal year 20Non-interest expense decreased by $7.1 million, or%1td $57.1 million for the nine months en
June 30, 2012 from $64.2 million for the same kofiscal year 2011.

Unlike the nine months ended June 30, 2011, thasen® goodwill impairment expense in the nine meetided June 30, 2012. Goodwill impairn
expense was recorded for the nine months ended3yr#011 of $1.5 million due to the Retail Bangreents write off of goodwill related primari
to the decline in stock price of the Company.

Compensation expense increased $1.0 million to 88lbn for the three months ended June 30, 2G12anpared to $7.2 million for the same pe
in fiscal year 2011. For the nine months endece B0y 2012, compensation expense totaled $23.5omikompared to $23.1 million for the se
period in the prior fiscal year. Overall staffirgg2% higher than at June 30, 2011.

Card processing expense decreased $2.2 millior8.to ®illion for the three months ended June 30,2284 compared to $5.9 million for the s:
period in fiscal year 2011. For the nine monthdeehJune 30, 2012, card processing expense t@ake0 million, compared to $19.2 million for
same period in the prior fiscal year.

Income TaxIncome tax expense for the third quarter of figedr 2012 was $1.4 million, or an effective taxerat 36.8%, compared to an income
benefit of $0.6 million, or an effective tax raté 36.9%, for the same period in the prior fiscahyeFor the nine months ended June 30, 201!
Company recorded an income tax expense in the anod%8.9 million, or an effective tax rate of 387 compared to $2.4 million, or an effective
rate of 49.0% for the same period in the priordisgear. The Company’recorded income tax expense and the effectiveataxfor the nine mont
ended June 30, 2011 was impacted by permanentediffes between book and taxable income primaristae to the write off of goodwill of $1
million.

48




Table of Content
LIQUIDITY AND CAPITAL RESOURCES

The Company's primary sources of funds are depdsiisowings, principal and interest payments omnt and mortgagleacked securities, a
maturing investments. While scheduled loan repaymend maturing investments are relatively prebietadeposit flows, prepayments on mortgage-
backed securities and early loan repayments dreeimed by the level of interest rates, generahectc conditions, and competition.

The Company uses its capital resources princigalljneet ongoing commitments to fund maturing deetes of deposits and loan commitment
maintain liquidity, and to meet operating expensésJune 30, 2012, the Company had commitmentsi¢pnate and purchase loans and unused

of credit totaling $48.0 million. The Company leslées that loan repayments and other sources of fuilbe adequate to meet its foreseeable short
and long-term liquidity needs.

Regulations require the Bank to maintain minimumoants and ratios of total risk-based capital aner Ti capital to riskweighted assets, anc
leverage ratio consisting of Tier 1 capital to ager assets. The following table sets forth thekBaactual capital and required capital amounts
ratios at June 30, 2012 which, at that date, exadéte minimum capital adequacy requirements.

Minimum
Requirement to Be
Minimum Well Capitalized
Requirement For Under Prompt
Capital Adequacy Corrective Action
Actual Purposes Provisions
At June 30, 2012 Amount Ratio Amount Ratio Amount Ratio
(Dollars in Thousands
MetaBank
Tangible capital (to tangible asse $ 107,47 7.01% $ 22,81¢ 15(% $ n/a n/e%
Tier 1 (core) capital (to adjusted total
assets 107,47! 7.07 60,84 4.0C 76,05¢ 5.0C
Tier 1 (core) capital (to ri-weighted
assets 107,47! 17.6% 24,39: 4.0C 36,59( 6.0C
Total risk-based capital (to risk-
weighted assett 111,90: 18.3¢ 48,78 8.0C 60,98: 10.0C

The Federal Deposit Insurance Corporation Improvendet of 1991 (FDICIA) established five regulatocapital categories and authorized
banking regulators to take prompt corrective actidth respect to institutions in an undercapitadizategory. At June 30, 2012, the Bank exceed
requirements for the well capitalized category.

Item 3. Quantitative and Qualitative Disclosure About Markésk

MARKET RISK

The Company is exposed to the impact of interdstahanges and changes in the market value ghiesiments.

The Company originates predominantly adjustable-taans and fixed-rate loans up to ten years. leng fixedrate residential mortgages

generally sold into the secondary market. As altex its lending practices, the Compasyban portfolio is relatively short in durationcagields
respond quickly to the overall level of interedesa
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The Company's primary objective for its investmgatttfolio is to provide the liquidity necessaryreet the Compang’cash demands. This portfc
may also be used in the ongoing management ofesiteate risk. As a result, funds may be invesidng various categories of security types
maturities based upon the Company's need for liyuiohd its desire to create an economic hedgenagtie effects that changes in interest rates
have on the overall market value of the Company.

The Company offers a full range of deposit prodwetéch are generally short term in nature. Intele=aring checking, savings, and money m:
accounts generally provide a stable source of fundghe bank and also respond relatively quicldychanges in short term interest rates.
Company offers certificates of deposit with matestof three months through five years, which se¢ovextend the duration of the overall deg
portfolio. A significant and increasing portion tife Company’s deposit portfolio is concentratech@am-interesbearing checking accounts. Th
accounts serve to decrease the Company'’s ovesdlbédunds and reduce its sensitivity to changeshiort term interest rates.

The Company also has wholesale borrowings, predamtiijnadvances from the FHLB and FRB, includinghboternight advances and advances
carry fixed terms and fixed rates of interest. Tempany utilizes this portfolio to manage ligudidemands and also, when appropriate, ir
ongoing management of interest rate risk.

The Board of Directors has established limits anlével of acceptable interest rate risk for tha@lBaThere can be no assurance, however, thatg
event of an adverse change in interest rates, ohgp@ny's efforts to limit interest rate risk wi# successful.

Net Portfolio Value The Bank uses a Net Portfolio Value ("NPV") amio to the quantification of interest rate riskisTapproach calculates
difference between the present value of expectst taws from assets and the present value of éggerash flows from liabilities, as well as c
flows from any off-balance sheet contracts. Managyet of the Banls assets and liabilities is performed within thateat of the marketplace, but a
within limits established by the Board of Directors the amount of change in NPV that is acceptgivien certain interest rate changes.

Presented below, at June 30, 2012 and Septembe203Q, is an analysis of the Baskinterest rate risk as measured by changes in féPr
instantaneous and sustained parallel shift in taklyurve, in 100 basis point increments, up aodrd 200 basis points. Down 100 basis points
down 200 basis points are not presented for Jun@@®I® and September 30, 2011 due to the extrelmelyate environment. At both June 30, 2
and September 30, 2011, the Bank’s interest rslkkepriofile was within the interest sensitivity limiset by the Board of Directors.

June 30, 2017
Estimated Increase

September 30, 201
Estimated Increase

Estimated in NPV Estimated in NPV
Change in NPV Change in NPV
Interest Rates Amount Amount Percent Interest Rates Amount Amount Percent
(Dollars in (Dollars in
Thousands Thousands
Basis Points Basis Points
+20(Cbp 159,52’ 15,74¢ 10.95% +200by 129,69¢ 32,17« 32.9%
+10Cbp 160,44 16,66: 11.5¢% +100by 121,36: 23,83¢ 24.4%
- 143,77¢ - - - 97,52t - -

Certain shortcomings are inherent in the methodnaflysis presented in the preceding table. For plgmalthough certain assets and liabilities
have similar maturities or periods to repricinggythmay react in different degrees to changes irketanterest rates. Also, the interest rates otam
types of assets and liabilities may fluctuate imaamte of changes in market interest rates, whikrést rates on other types may lag behind chan
market rates. Additionally, certain assets, sucadjsstable-rate mortgage loans, have featuresebtiict changes in interest rates on a steort basi
and over the life of the asset. Furthermore, aljhomanagement has estimated changes in the lévetegayments and early withdrawal in these
environments, such levels would likely deviate fritose assumed in calculating the table. Finatlg,&bility of some borrowers to service their
may decrease in the event of an interest rateasere
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In addition to the NPV approach, the Bank alsoees gap reports, which measure the differencesseta and liabilities repricing in given ti
periods, and net income simulations to assesstésest rate risk profile. Management reviewsriteriest rate risk profile on a quarterly basis.

Item 4. Controls and Procedur:
CONTROLS AND PROCEDURES

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

DISCLOSURE CONTROLS AND PROCEDURES

The Company’s management, with the participationtref Company Chief Executive Officer and Chief Financial Offic has evaluated t
effectiveness of the Company'’s “disclosure contaotsl procedures”, as such term is defined in Russ— 15(e) and 15d 5(e) of the Securiti
Exchange Act of 1934 (“Exchange Act”) as of the efthe period covered by the report.

Based upon that evaluation, our Chief Executiveio®ff and Chief Financial Officer concluded that,Jahe 30, 2012, the Compasydisclosur
controls and procedures were effective to provéesonable assurance that (i) the information redu be disclosed by us in this report was reah
processed, summarized and reported within the pieneds specified in the SEC's rules and forms,(@nohformation required to be disclosed by u
our reports that we file or submit under the Exg®Act is accumulated and communicated to our memagt, including our principal executive i
principal financial officers, or persons performisiguilar functions, as appropriate to allow timebcisions regarding required disclosure.

INTERNAL CONTROL OVER FINANCIAL REPORTING

With the participation of the Comparsymanagement, including its Chief Executive Offiaad Chief Financial Officer, the Company also aaridc
an evaluation of the Company'’s internal controlrdirgancial reporting to determine whether any desoccurred during the Compasifiscal quarte
ended June 30, 2012, that have materially affeabedare reasonably likely to materially affect, tG@mpanys internal control over financ
reporting. Based on such evaluation, managememiwtded that, as of the end of the period covesethis report, there have not been any chang
the Company's internal control over financial reéjogr (as such term is defined in Rules 13a-15(f) 46d415(f) under the Exchange Act) during
fiscal quarter to which this report relates thatéhanaterially affected, or are reasonably likelyrtaterially affect, the Company's internal contreél
financial reporting.
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Iltem 1.

META FINANCIAL GROUP, INC.
PART Il - OTHER INFORMATION
FORM 10-Q

Legal Proceeding- See“Legal Proceedin(’ of Note 6 to the Condensed Consolidated Finandatke8ients, which is incorporated hereir
reference

Item 1A Risk Factors In addition to the factor set forth below, and titeer information set forth in this report, you ghlbcarefully consider tt

Iltem 2.

Iltem 3.

Item 4.

Item 5.

Iltem 6.

factors discussed in Part I, “Item 1A. Risk Factamsour Annual Report on Form 1R-for the year ended September 30, 2011 and inIR
“Item 1A. Risk Factors” in our Quarterly Reports Barm 10Q for the periods ended December 31, 2011, and Mait¢c 2012. Addition
risks and uncertainties not currently known to uthat we currently deem immaterial may also matigrand adversely affect us in the futt

Failure to generate sufficient capital to supportioanticipated growth could adversely affect ourreéngs and prospects.

The Company has recently experienced consideraioltly, having increased its assets from $1.3 Iillio $1.5 billion during the nit
months ended June 30, 2012. Funded primarily bytr of no- and lowinterest bearing deposits, the proceeds thereaf baen investe
primarily in mortgagedacked securities ("MBS"). While the Company b the credit quality of such MBS to be high, jgatarly in
comparison to the traditional lending portfolios mbst banking institutions, the Company's assewtroif continued as expected, v
generate a need for higher levels of capital wim@nagement believes cannot be met through earnétgstion alone. In that respect,
Company recently completed successful private pi@cds of its common stock which raised $12.8 niillio additional capital, all of whic
qualifies as Tier 1 capital for regulatory purposg&fere can be no assurance that the Companyeviible to continue to access sourct
capital, private or public. Failure to remain wedlpitalized, or to attain potentially even highardls of capitalization that could be require
the future under regulatory initiatives mandateddmngress, our regulatory agencies, or under tleelBasccords, could adversely affect
Company's earnings and prospects.

Unregistered Sales of Equity Securities and Uderofeed— None

Defaults Upon Senior Securiti—- None

Mine Safety Disclosure— Not Applicable

Other Informatior— None
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 causedréport to be signed on its behalf by
undersigned thereunto duly authorized.
META FINANCIAL GROUP, INC.

Date: August 14, 201: By: /s/ J. Tyler Haah

J. Tyler Haahr, Presider
and Chief Executive Office

Date: August 14, 2012 By: /s/ David W. Leedon
David W. Leedom, Executive Vice Presid
and Chief Financial Office
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311 Section 302 certification of Chief Executive Offic

312 Section 302 certification of Chief Financial Offic

32.1 Section 906 certification of Chief Executive Offic
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101.INS Instance Documer
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Exhibit 31.1

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

I, J. Tyler Haabhr, certify that:

1.

2.

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

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde a material fact necessary to n
the statements made, in light of the circumstanmeeter which such statements were made, not mislgawlith respect to the period cove
by this report

Based on my knowledge, the financial statemenis,adiner financial information included in this repdairly present in all material respe
the financial condition, results of operations @aadh flows of the registrant as of, and for, theqoks presented in this repo

The registrant’other certifying officer(s) and | are responsitileestablishing and maintaining disclosure cdstemd procedures (as defii
in Exchange Act Rules 13a-15(e) and 15d-15(e))iarganal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15c¢-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresgused such disclosure controls and procedures tesigned under our supervis
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others wi
those entities, particularly during the period ihigh this report is being prepare

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahm@orting to be designed under
supervision, to provide reasonable assurance rieggatide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallyedeaccounting principle

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

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

The registrarg’ other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financial reportin
to the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thewedent functions)

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

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

Date: August 14, 201: /sl J. Tyler Haahr

Chief Executive Office




Exhibit 31.2

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

I, David W. Leedom, certify that:

1.

2.

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

Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omgtéde a material fact necessary to n
the statements made, in light of the circumstanmeeter which such statements were made, not mislgawlith respect to the period cove
by this report

Based on my knowledge, the financial statemenis,adiner financial information included in this repdairly present in all material respe
the financial condition, results of operations @aadh flows of the registrant as of, and for, theqoks presented in this repo

The registrant’other certifying officer(s) and | are responsitileestablishing and maintaining disclosure cdstemd procedures (as defii
in Exchange Act Rules 13a-15(e) and 15d-15(e))iarganal control over financial reporting (as defihin Exchange Act Rules 13&(f) anc
15c¢-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresgused such disclosure controls and procedures tlesigned under our supervis
to ensure that material information relating to tégistrant, including its consolidated subsidisris made known to us by others wi
those entities, particularly during the period ihigh this report is being prepare

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahm@orting to be designed under
supervision, to provide reasonable assurance rieggatide reliability of financial reporting and tipeeparation of financial statements
external purposes in accordance with generallyedeaccounting principle

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

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

The registrarg’ other certifying officer(s) and | have discloskdsed on our most recent evaluation of internatrobover financial reportin
to the registrar's auditors and the audit committee of the regit's board of directors (or persons performing thewedent functions)

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

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

Date: _August 14, 201. /s/ David W. Leedom

Chief Financial Office




Exhibit 32.1

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

In connection with the Quarterly Report on FormQ@f Meta Financial Group, Inc. (the “Companydy the quarterly period ended June 30, -
as filed with the Securities and Exchange Commissio the date hereof (the “Reportl) J. Tyler Haahr, Chief Executive Officer of th@@pany

certify, pursuant to section 906 of the Sarbaneleict of 2002, that:
(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

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

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

Chief Executive Office
August 14, 201:




Exhibit 32.2

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

In connection with the Quarterly Report on FormQ@f Meta Financial Group, Inc. (the “Companydy the quarterly period ended June 30, -
as filed with the Securities and Exchange Commissio the date hereof (the “Reportl), David W. Leedom, Chief Financial Officer of -

Company, certify, pursuant to section 906 of thib&aes-Oxley Act of 2002, that:
(1) the Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeoh1934; anc

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

By: /s/ David W. Leedon
Name: David W. Leedor
Chief Financial Officel
August 14, 201:




