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Forward-Looking Statements

Meta Financial Group, In& , (“Meta Financial” ach& Company”) and its wholly-owned subsidiary, MBgak™ (the “Bank”), may
from time to time make written or oral “forward-kiag statements,” including statements containeitsifilings with the Securities and
Exchange Commission (“SEC"), in its reports to Etadders, and in other communications by the Corgpashich are made in good faith by
the Company pursuant to the “safe harbor” provisiohthe Private Securities Litigation Reform A€t1995.

These forward-looking statements include statemaittsrespect to the Company’s beliefs, expectati@stimates, and intentions that
are subject to significant risks and uncertainté®] are subject to change based on various fastarge of which are beyond the Company’s
control. Such statements address, among otheriltbeing subjects: future operating results; cuser retention; loan and other product
demand; important components of the Company’s lbalaheet and income statements; growth and expamsa products and services, such
as those offered by the Bank or Meta Payment Syste(fiMPS”), a division of the Bank; credit qualijnd adequacy of reserves; technology;
and our employees. The following factors, amorge, could cause the Company’s financial perfowada differ materially from the
expectations, estimates, and intentions expresssuich forward-looking statements: the strengtthefUnited States economy in general and
the strength of the local economies in which then@any conducts operations; the effects of, andgdmim, trade, monetary, and fiscal
policies and laws, including interest rate policdéshe Board of Governors of the Federal Resepste® (the “Federal Reserve”, the “FR&"
the “Board”), as well as efforts of the United &&ifreasury in conjunction with bank regulatoryrages to stimulate the economy and protect
the financial system; inflation, interest rate, k&y and monetary fluctuations; the timely develepirof and acceptance of new products and
services offered by the Company as well as riskdyding reputational and litigation) attendantréte and the perceived overall value of these
products and services by users; the risks of dgalith or utilizing third-party vendors; the scopkrestrictions and compliance requirements
and penalties of enforcement actions related t@M8 supervisory directives in August and Octolde2G4.0 or any others which may be
initiated; the impact of changes in financial seed’ laws and regulations; technological changeduding but not limited to the protection of
electronic files or databases; acquisitions; liigarisk in general, including but not limited ttwose risks involving the MPS division; the
growth of the Company’s business as well as expgeredated thereto; changes in consumer spendingarnidg habits; and the success of the
Company at managing and collecting assets of barewm default.

The foregoing list of factors is not exclusive. Atitthal discussions of factors affecting the Compausiness and prospects are
contained in the Company'’s periodic filings witetSEC. The Company expressly disclaims any irdenbligation to update any forward-
looking statement, whether written or oral, thayrha made from time to time by or on behalf of @@mpany or its subsidiaries.

Available Information

The Company'’s website address is www.bankmeta.@twe . Company makes available, through a link with$EC’'s EDGAR
database, free of charge, its annual report on A@xid, quarterly reports on Form 10-Q, current rgpon Form 8-K, amendments to those
reports filed or furnished pursuant to Section 18¢al5(d) of the Securities Exchange Act of 1984 (‘Exchange Act”), and beneficial
ownership reports on Forms 3, 4, and 5 as sooeaa®nably practicable after electronically filingck material with, or furnishing it to, the
SEC. The information found on the Company’s webisitnot incorporated by reference in this or afieoreport the Company files or
furnishes to the SEC.
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PART |
Item 1. Business
General

Meta Financial, a registered unitary savings aad leolding company, is a Delaware corporation ptfirecipal assets of which are all
the issued and outstanding shares of the Banldeadksavings bank. Meta Financial, on Septembgt 283, acquired all of the capital stocl
the Bank in connection with its conversion from thetual to stock form ownership (the “ConversionQn September 30, 1996, Meta
Financial became a bank holding company for regajgturposes upon its acquisition of MetaBank Wassttral (“MetaBank WC”) until its
sale of MetaBank WC in March 2008, at which timetdEinancial became a unitary savings and loanifglcompany again, all as discussed
below. Unless the context otherwise requiresregfees herein to the Company include Meta Finamagidlthe Bank, and all subsidiaries on a
consolidated basis.

After the Conversion, the Company acquired sevferahcial institutions. On March 28, 1994, Metad&icial acquired Brookings
Federal Bank in Brookings, South Dakota (“Brookifrgsleral”). On December 29, 1995, Meta Finandgluaed lowa Savings Bank, FSB in
Des Moines, lowa (“lowa Savings”). Brookings Faelend lowa Savings were both merged with, and operate as market areas of, the
Bank. On September 30, 1996, Meta Financial cotaglthe acquisition of Central West Bancorpora(i@WB”), the holding company for
MetaBank WC, which upon the merger of CWB into MEiaancial resulted in MetaBank WC becoming a stalotie commercial bank
subsidiary of Meta Financial. On March 28, 200@, Company sold MetaBank WC and reclassified fifsteformation as discontinued ba
operations in the consolidated financial statemantsthe notes thereto in the Annual Report faali007. As such, information in this
Annual Report on Form 10-K has been adjusted tiefdite the effect of discontinued bank operatianisss otherwise indicated.

The Bank, the only direct, active full service bemgksubsidiary of Meta Financial, is a communityeated financial institution
offering a variety of financial services to mees treeds of the communities it serves and a paynsentpany that provides services
nationwide. The Company provides a full rangeimdificial services. The principal business of thalBhas historically consisted of attracting
retail deposits from the general public and investhose funds primarily in one- to four-family idential mortgage loans, commercial and
multi-family real estate, agricultural operatiomglaeal estate, construction, and consumer and esoiahbusiness loans primarily in the
Bank’s market areas. Due to local economic factaniginations of commercial and multi-family rezfitate loans and commercial business
loans continue to be lower when compared to préary. The Bank also purchases loan patrticipafions time to time from other financial
institutions, but at a lower level compared to pgiears, as well as mortgage-backed securitieotra investments permissible under
applicable regulations. In 2004, the Bank creatdivision known as MPS, which issues various preigards, consumer credit products, and
sponsors ATMs into various debit networks and affether payment industry products and services. #?ferates fee income and low- and
no-cost deposits for the Bank through its actigitids noted in the “Management’s Discussion andlygis of Financial Condition and Results
of Operations,” which is included in Item 7 of tiianual Report on Form 10-K, MPS expanded and playsignificant role in the Company’s
financial performance in fiscal 2010.

The Company’s revenues are derived primarily fraterest on commercial and residential mortgagesioamortgage-backed
securities, fees generated through the activitiddRSS, other investments, consumer loans, agricallaperating loans, commercial business
loans, income from service charges, loan origimefézs, and loan servicing fee income.

Meta Financial owned Meta Trust Company (“Meta Tiys South Dakota trust corporation. Meta Trust,@istaed in April 2002 a
a South Dakota corporation and a wholly-owned sliagi of Meta Financial, provided a full range nfdt services. On September 30, 2010,
the Company sold Meta Trust.

First Midwest Financial Capital Trust, also a wigedwned subsidiary of Meta Financial, was estaklisim July 2001 for the purpose
of issuing trust preferred securities.
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Meta Financial and the Bank are subject to comprgilie regulation and supervision. See “Regulatiwerein.

The home office of the Company is located at 124t Edth Street, Storm Lake, lowa 50588. Its thlepe number at that address is
(712) 732-4117.

Market Areas

The Bank has four market areas and the MPS dividlonthwest lowa (“NWI"), Brookings, Central low&dl"), and Sioux Empire
(“SE”™). The Bank’s headquarters is located at E2st Fifth Street in Storm Lake, lowa. NW!I opesaigo offices in Storm Lake, lowa.
Brookings operates one office in Brookings, Souttk@a. Cl operates a total of six offices in lovizes Moines (3), West Des Moines (2) and
Urbandale. SE operates three offices and one asinaitive office in Sioux Falls, SD. MPS, which ef§ prepaid cards and other payment
industry products and services nationwide, operaie®f Sioux Falls, South Dakota and has an advmative office in Omaha, Nebraska. See
“Meta Payment Systenfs  Division.”

The Company has a total of twelve full-service lbfanffices, and one non-retail service branch immydeis, Tennessee.

The Company’s primary commercial banking markeaaneludes the lowa counties of Buena Vista, Dadlad Polk, and the South
Dakota counties of Brookings, Lincoln, Minnehaha &foody. lowa ranks 18 and South Dakotal7 ihé"Best States for Business and
Careers” (Forbes.com, 2010). lowa has low corpdratome and franchise taxes. South Dakota hasmmrate income tax, personal income
tax, personal property tax, business inventory aaxyheritance tax.

Storm Lake is located in lowa’s Buena Vista Cousgpproximately 150 miles northwest of Des Moines 200 miles southwest of
Minneapolis. Like much of the state of lowa, Stdrake and the surrounding market area are highhedeéent upon farming and agricultural
markets. Major employers in the area include Buéista Regional Medical Center, Tyson Foods, S&a Eoods, and Buena Vista
University. The Northwest lowa market operates offeces in Storm Lake.

Brookings is located in Brookings County, South Btak approximately 50 miles north of Sioux Fallsl 00 miles west of
Minneapolis. The Bank’s market area encompasse®xippately a 30-mile radius of Brookings. The aigegenerally rural, and agriculture is
a significant industry in the community. South BakState University is the largest employer ind&ings. The community also has several
manufacturing companies, including 3M, Larson Matiring, Daktronics, Falcon Plastics, Twin CitynfFand Rainbow Play Systems, Inc.
The Brookings market operates from an office logatedowntown Brookings.

Des Moines, lowa'’s capital is located in centraldo The Des Moines market area encompasses Palityand surrounding
counties. The Bank’s Central lowa main officedsdted in the heart of downtown Des Moines. Thigalddale office is in a high growth area
just off I-80 at the intersection of two major streets. West Des Moines office operates near a high-traftiersection, across from a major
shopping mall. The Ingersoll office is located mése heart of Des Moines, on a major thoroughfare, densely populated area. The High
Park facility is located in a historical distrigiroximately five minutes north of downtown Des kes. The Jordan Creek office is located
near Jordan Creek Town Center in West Des Moines 06 the fastest growing communities in the Stdtewa and the Greater Des Moines
area. The Des Moines metro area is one of théhree insurance centers in the world, with sixtyeseinsurance company headquarters and
over one hundred regional insurance offices. Desk ranks 3 as one of “The 20 Best Places fsirigss and Careers” (Forbes.com,
2010). Major employers include Principal Life Inance Company, lowa Health — Des Moines, Mercy litakMedical Center, Hy#ee Fooc
Stores, Inc., City of Des Moines, United ParceM®er, Nationwide Mutual Insurance Co., Pioneer ledBInternational Inc., and Wells Fargo
Financial and Home Mortgage. Universities and gakein the area include Des Moines Area CommunitjeGe, Drake University, Simpson
College, Des Moines University — Osteopathic Mebt@anter, Grand View College, AIB College of Busisgand Upper lowa University.
The unemployment rate in the Des Moines metro waa6.3% as of September 2010.
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Sioux Falls is located at the crossroads of Inaest29 and 90 in southeast South Dakota, 270 solghwest of Minneapolis. The
Sioux Falls market area encompasses Minnehahaiandlh counties. The main branch is located ahigbé growth area of 57 and Wester
Other branches are located at83 and Minnesot#éhanidtersection of 12 and Elmwood. Sioux Faffs rated one of America’s Best
Places to Live by CNN Money Magazine in July 20Major employers in the area include Sanford Hedltrera McKennan Hospital, John
Morrell & Company, Citibank (South Dakota) NA, aHg-Vee Food Stores. Sioux Falls is home to Augustaallege and The University of
Sioux Falls. The unemployment rate in Sioux Fals 4.1% as of September 2010.

Several of the Company’s market areas are depewndeadriculture and agriculture-related businessbgh are exposed to
exogenous risk factors such as weather conditindcammaodity prices. Presently, economic condgtionthe agricultural sector of the
Companys market area are stronger than they have beae¥eral years. Abnormally heavy precipitation dgiihe year ended September
2010 that lowered yields in some areas has beeetdd¥ significantly higher crop prices. Livestquices have improved significantly in the
past twenty-four months returning the sector tditability and off-setting the higher feed costarfland prices are increasing in value in all of
the Company’s market areas. The agricultural esgnis accustomed to commaodity price fluctuationd engenerally able to handle such
fluctuations without significant problems. Althduthere has been minimal effect observed to datextended period of low commodity
prices, higher input costs or poor weather condstioould result in reduced profit margins in theadtural sector, thus reducing demand for
goods and services provided by agriculture-relateinesses. This could also affect other busisdashe Company’s market area.

Lending Activities

General. Historically, the Company originated fixed-rab@e- to four-family mortgage loans. In the earlBQa9, the Company began
to focus on the origination of adjustable-rate mage (“ARM”) loans and short-term loans for retentin its portfolio in order to increase the
percentage of loans in its portfolio with more fueqt repricing or shorter maturities, and in somses higher yields, than fixed-rate residential
mortgage loans. The Company, however, has digidssm ARM loans and pursued fixed-rate residentiattgage loan originations in
response to consumer demand, although most such éwa generally sold in the secondary market. “daeagement’s Discussion and
Analysis of Financial Condition and Results of Ggiiems,” which is included in Item 7 of this AnniRéport on Form 10-K for further
information on Asset/Liability Management.

More recently, the Company has focused its lenditiyities on the origination of commercial and tirtdamily real estate loans and,
to a lesser extent, commercial business loans.Chmepany also continues to originate one-to-fouarifiamortgage loans, consumer loans and
agriculturally related loans. The Company origésatost of its loans in its primary market area.SAptember 30, 2010, the Company’s net
loan portfolio totaled $366.0 million, or 35.6%tbe Company’s total assets.

Loan applications are initially considered and appd at various levels of authority, dependingtmntype and amount of the loan.
The Company has a loan committee consisting obséemnders and Market Presidents, and is led bythief Lending Officer. Loans in exce
of certain amounts require approval by at leastriveanbers of the entire loan committee, a majoffitthe entire loan committee, or by the
Companys Board Loan Committee, which has responsibilitytfie overall supervision of the loan portfoliohefTCompany reserves the righ
discontinue, adjust or create new lending progremmespond to competitive factors.

At September 30, 2010, the Company'’s largest lenddtationship to a single borrower or group oétetl borrowers totaled $13.5
million but a portion of that is sold to other bankThe Company had 24 other lending relationsinigxcess of $3.5 million as of
September 30, 2010. At September 30, 2010, twbesfe loans totaling $4.7 million were classifisdsabstandard. See “Non-Performing
Assets, Other Loans of Concern, and Classified tasse
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Loan Portfolio Composition. The following table provides information abou¢ ttomposition of the Company’s loan portfolio in
dollar amounts and in percentages (before dedwfmmoans in process, deferred fees and discamtsallowances for losses) as of the dates
indicated. Balances related to discontinued bamgtations have been eliminated for all periodseoresd.

At September 30,
2010 2009 2008 2007 2006
Amount Percent Amount Percent Amount Percent Amount Percent Amount
(Dollars in Thousands)

Percent

Real Estate Loan:

1-4 Family $ 40,93¢ 11.(% $ 48,77( 12.2% $ 56,36: 13.(% $ 45,40 12.¢€% $ 58,16¢ 15.4%
Commercial & Multi
Family 204,82( 55.1% 232,75( 58.4% 222,65: 51.2% 169,87 47.1% 159,10° 42.2%
Agricultural 25,89¢ 7.C% 26,75* 6.7%  30,04¢ 6.9% 16,58: 4.6% 14,09¢ 3.7%
Total Real Estate Loar 271,65 73.1% 308,27" 77.%% 309,05¢ 71.1% 231,86¢ 64.2% 231,37( 61.2%
Other Loans
Consumer Loans
Home Equity 16,897 45% 18,55¢ 47% 21,35 49% 23,83 6.€% 24,55¢ 6.5%
Automobile 737 0.2% 92¢€ 0.2% 922 0.2% 1,241 0.4% 1,70¢ 0.5%
Other (1) 30,47¢ 8.2% 16,51¢ 4.1% 27,05« 6.3% 11,69( 3.2% 3,80( 1.C%
Total Consumer Loar 48,11: 12.%  35,99¢ 9.C%  49,32¢ 11.4%  36,76: 10.2% 30,06 8.C%
Agricultural Operating 32,52¢ 8.7%  27,88¢ 7.C%  31,15:¢ 7.2% 33,14 9.2% 28,66! 7.€%
Commercial Busines 19,70¢ 5.3% 26,86¢ 6.7% 44,97 10.2% 58,70¢ 16.% 87,20: 23.1%
Total Other Loan: 100,35( 26.9% 90,757 22.7% 125,45: 28.€% 128,61 35.7% 145,93( 38.7%
Total Loans 372,00: 100.(% 399,03. 100.(% 434,51 100.(% 360,47" 100.(% 377,30( 100.(%
Less:
Loans in Proces 482 264 692 254 1,77z
Deferred Fees and
Discounts 24C 16€ 16C 117 177
Allowance for Losse 5,23¢ 6,99: 5,73 4,49: 6,391
Total Loans Receivable,
Net $366,04! $391,60¢ $427,92¢ $355,61: $368,95¢
() Consist generally of various typesefured and unsecured consumer loans.
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The following table shows the composition of ther@any’s loan portfolio by fixed and adjustable ratéhe dates indicated.
Balances related to discontinued bank operations haen eliminated for all periods presented.

September 30,
2010 2009 2008 2007 2006
Amount  Percent _Amount  Percent _Amount Percent _Amount Percent Amount Percent
(Dollars in Thousands)
Fixed Rate L oans
Real Estate
1-4 Family $ 34,51: 9.3%%$ 42,31( 10.€%$ 42,95: 9.29%9%$ 34,157 9.5%% 45,59: 11.€%
Commercial & Multi Family 163,84 44.(% 180,89: 45.2% 171,11 39.4% 128,49! 35.6% 113,07 29.1%
Agricultural 16,937 46% 17,317 4.4% 20,26: 4.6% 11,61( 3.2% 8,22¢ 2.4%
Total Fixed-Rate Real
Estate Loan 215,29 57.€% 240,51¢ 60.2% 234,32¢ 53.¢% 174,26: 48.2% 166,89 43.2%
Consume! 19,06¢ 51% 17,39¢ 4.0% 42,19: 9.7% 21,47( 6.C% 21,12¢ 5.€%
Agricultural Operating 22,49( 6.C% 15,75: 3.9% 16,84( 3.¢% 16,51¢ 4.€% 15,14¢ 4.1%
Commercial Busines 11,14; 3.1% 15,57¢ 3.9% 25,22¢ 5.8% 31,38¢ 8.7% 36,701 9.6%
Total Fixe-Rate Loan: 267,99¢ 72.1% 289,24 72.5% 318,58: 73.%% 243,63" 67.6% 239,86¢ 62.€%
Adjustable Rate Loan:
Real Estate
1-4 Family 6,422 1.7% 6,46( 1.6% 13,41( 3.1% 11,25( 3.1% 12,57 3.2%
Commercial & Multi Family 40,973 11.(% 51,85¢ 13.(% 51,53: 11.9% 41,38: 11.5% 46,03 13.1%
Agricultural 8,95¢ 2.4% 9,43¢ 24% 9,78¢ 2.2% 4,97: 1.4% 5,86¢ 1.7%
Total Adjustable Real Este
Loans 56,35¢ 15.1% 67,75 17.C% 74,73 17.2% 57,60« 16.% 64,47¢ 18.(%
Consumel 29,047 7.8% 18,60: 47% 7,137 1.6% 15,29:¢ 4.2% 8,93¢ 2.2%
Agricultural Operating 10,03¢ 2.7% 12,137 3.0% 14,31 3.3% 16,62 4.6% 13,51¢ 3.5%
Commercial Busines 8,562 2.3% 11,29: 2.8% 19,74¢ 4.6% 27,31¢ 7.€% 50,50( 13.6%
Total Adjustable Loan 104,00: 27.% 109,78t 27.5% 115,92¢ 26.7% 116,84( 32.4% 137,43 37.{%
Total Loans 372,00: 100.(% 399,03. 100.(% 434,51 100.(% 360,47" 100.(% 377,30( 100.(%
Less:
Loans in Proces 482 264 6932 254 1,777
Deferred Fees and Discoul 24C 16€ 16C 117 177
Allowance for Losse 5,23¢ 6,99: 5,732 4,49: 6,391
Total Loans Receivable, N $366,04¢ $391,60¢ $427,92¢ $355,61: $368,95¢
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The following table illustrates the interest ragasitivity of the Company’s loan portfolio at Septger 30, 2010. Mortgages which
have adjustable or renegotiable interest ratestayan as maturing in the period during which thet@act reprices. The table reflects
management’s estimate of the effects of loan pneyeays or curtailments based on data from the Cogipéistorical experiences and other
third party sources. Balances related to discaetirbank operations have been eliminated for albge presented.

Real Estate (1) Consumer Commercial Business  Agricultural Operating Total
Weighted Weighted Weighted Weighted
Weighted
Due During Years Average Average Average Average Average
Ending September 30, Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate

(Dollars in Thousands)

2011 (2) $ 24,60¢ 5.28% $ 9,53¢ 6.96€% $ 6,09: 4.5%% $23,49: 5.0€%$ 63,73 5.37%
2012-2013 59,77t 5.8%% 5,29: 6.5(% 6,91( 5.20% 4,30 6.36% 76,27 5.8%%
2014 and following 187,26¢ 6.15% 33,28 8.3% _ 6,701 6.31% _ 4,73¢ 6.06% 231,99 6.4€%
Total $271,65: $48,11: $19,70¢ $32,52¢ $372,00:

(1) Includes one-to-four family, multi family, conarcial and agricultural real estate loans.
(2) Includes demand loans, loans having no statetdnity and overdraft loans.

8




Table of Contents

One- to Four-Family Residential Mortgage Lendin@ne- to four-family residential mortgage loangarations are generated by the
Company’s marketing efforts, its present custome&edk-in customers and referrals. At September2800, the Company’s one- to four-
family residential mortgage loan portfolio total®40.9 million, or 11% of the Company’s total grésan portfolio. See “Originations,
Purchases, Sales and Servicing of Loans and MatBagked Securities.At September 30, 2010, the average outstandingipghbalance (
a one- to four-family residential mortgage loan \approximately $64,000.

The Company offers fixed-rate and ARM loans forrbpérmanent structures and those under constru®iating the year ended
September 30, 2010, the Company originated $4 [Bmibf adjustable-rate loans and $28.0 milliorfieéd-rate loans secured by one- to four-
family residential real estate. The Company’s dadeur-family residential mortgage originatiorre &ecured primarily by properties located
in its primary market area and surrounding areas.

The Company originates one- to four-family resigi@mhortgage loans with terms up to a maximum of/8ars and with loan-tgalue
ratios up to 100% of the lesser of the appraiséaevaf the security property or the contract priddie Company generally requires that private
mortgage insurance be obtained in an amount seiffi¢cd reduce the Company’s exposure to at or b&ievB0% loan-toralue level, unless tt
loan is insured by the Federal Housing Administratiguaranteed by Veterans Affairs or guaranteetthéyrural Housing Administration.
Residential loans generally do not include prepayrpenalties.

The Company currently offers one, three, five, semed ten year ARM loans. These loans have a-iatgifor the stated period and,
thereafter, such loans adjust annually. Theseslganerally provide for an annual cap of up to @ [2&sis points and a lifetime cap of 600 b
points over the initial rate. As a consequencesaig an initial fixed-rate and caps, the interagts on these loans may not be as rate sensitive
as is the Company'’s cost of funds. The CompanyR$4& do not permit negative amortization of printigad are not convertible into a fixed
rate loan. The Companys delinquency experience on its ARM loans has gdigdreen similar to its experience on fixed rasidential loans
Current market conditions make ARM loans unattu@ctind very few are originated.

Due to consumer demand, the Company also offeeslfiate mortgage loans with terms up to 30 yeaost wf which conform to
secondary markete., Fannie Mae, Ginnie Mae, and Freddie Mac standdrisrest rates charged on these fixed-rate lasmsompetitively
priced according to market conditions. The Companyently sells most, but not all, of its fixededoans with terms greater than 15 years.

In underwriting one- to four-family residential tesstate loans, the Company evaluates both thewerts ability to make monthly
payments and the value of the property securindodi® Most properties securing real estate lmaade by the Company are appraised by
independent fee appraisers approved by the Bodireftors. The Company generally requires borrowers to oldaiattorney’s title opinion
or title insurance, and fire and property insurafiiceluding flood insurance, if necessary) in aroamt not less than the amount of the loan.
Real estate loans originated by the Company gepemhtain a “due on sale” clause allowing the Campto declare the unpaid principal
balance due and payable upon the sale of the sepuoperty. The Company has not engaged in sitbepresidential mortgage originations.

Commercial and Multi-Family Real Estate Lendinhe Company engages in commercial and multi-faneiél estate lending in its
primary market area and surrounding areas andirabgsed whole loan and participation interesteans from other financial institutions.
September 30, 2010, the Company’s commercial art-family real estate loan portfolio totaled $284million, or 55% of the Company’s
total gross loan portfolio. The purchased loarglaan participation interests are generally setbgeproperties located in the Midwest and
West. See “Originations, Purchases, Sales andcBey\wf Loans and Mortgage-Backed Securities."e Gompany, in order to supplement its
loan portfolio, purchased $4.8 million, $41.7 nufl, and $39.8 million, of such loans during fis2@l0, 2009 and 2008, respectively. At
September 30, 2010, $4.1 million, or 2.0%, of tlenPany’s commercial and multi-family real estatens was non-performing. See “Non-
Performing Assets, Other Loans of Concern and GladsAssets.”

The Company’s commercial and multi-family real &staan portfolio is secured primarily by apartmbaildings, office buildings,
and hotels. Commercial and multi-family real estatins generally have terms that do not excegeafs, have loan-to-value ratios of up to
80% of the appraised value of the security propenty are
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typically secured by personal guarantees of theol@rs. The Company has a variety of rate adjustfieatures and other terms in its
commercial and multi-family real estate loan pditfo Commercial and multi-family real estate logmevide for a margin over a number of
different indices. In underwriting these loang @ompany currently analyzes the financial conditbthe borrower, the borrower’s credit
history, and the reliability and predictability thfe cash flow generated by the property securiaddan. Appraisals on properties securing
commercial real estate loans originated by the Gompare performed by independent appraisers.

At September 30, 2010, the Company'’s largest comialeand multi-family real estate loan was a $7iBion loan secured by real
estate. At September 30, 2010, the average odtataprincipal balance of a commercial or multi-fgnmeal estate loan held by the Company
was approximately $686,000.

Commercial and multi-family real estate loans gathipresent a higher level of risk than loans sediby one- to four-family
residences. This greater risk is due to sevectdfg, including the concentration of principakifimited number of loans and borrowers, the
effect of general economic conditions on incomedpoing properties and the increased difficulty wdlaating and monitoring these types of
loans. Furthermore, the repayment of loans sedayembmmercial and multi-family real estate is tglly dependent upon the successful
operation of the related real estate projecthdf¢ash flow from the project is reduced (for extanip leases are not obtained or renewed, or a
bankruptcy court modifies a lease term, or a m&oant is unable to fulfill its lease obligationtt)e borrowers ability to repay the loan may
impaired. At September 30, 2010, the Bank’s nddesgial real estate loans totaled 227% of riskebasapital.

Agricultural Lending. The Company originates loans to finance the mgetof farmland, livestock, farm machinery and pongint,
seed, fertilizer and other farm related produéts September 30, 2010, the Company had agricultesdlestate loans secured by farmland of
$25.9 million or 7% of the Company’s gross loantfmhio. At the same date, $32.5 million, or 9%tleé Company'’s gross loan portfolio,
consisted of secured loans related to agriculypatations.

Agricultural operating loans are originated at eithn adjustable or fixed rate of interest for aijp bne year term or, in the case of
livestock, upon sale. Most agricultural operatiogns have terms of one year or less. Such loansde for payments of principal and interest
at least annually or a lump sum payment upon ntgtifihe original term is less than one year. h®aecured by agricultural machinery are
generally originated as fixed-rate loans with teohap to seven years. At September 30, 2010atlkeeage outstanding principal balance of an
agricultural operating loan held by the Company #540,000. At September 30, 2010, $0.4 millionl @%, of the Company’s agricultural
operating loans was non-performing.

Agricultural real estate loans are frequently avgged with adjustable rates of interest. Generallgh loans provide for a fixed rate of
interest for the first one to five years, whichrtfmalloon or adjust annually thereafter. In additisuch loans generally amortize over a period
of ten to 20 years. Adjustable-rate agricultueall restate loans provide for a margin over thedgieh the corresponding U.S. Treasury security
or prime rate. Fixed-rate agricultural real estassms generally have terms up to five years. @gduirral real estate loans are generally limited
to 75% of the value of the property securing trenloAt September 30, 2010, $2.7 million, or 10.2%the Company’s agricultural real estate
portfolio was non-performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl®@we- to four-family residential
lending. Nevertheless, agricultural lending inves\a greater degree of risk than one- to four-famidential mortgage loans because of the
typically larger loan amount. In addition, paynsah loans are dependent on the successful opeatimanagement of the farm property
securing the loan or for which an operating loauntikzed. The success of the loan may also bectdtl by many factors outside the control of
the farm borrower.

Weather presents one of the greatest risks asdnatlght, floods, or other conditions, can seveliatjt crop yields and thus impair
loan repayments and the value of the underlyintateil. This risk can be reduced by the farmehaivariety of insurance coverages which
can help to ensure loan repayment. Governmentstipppgrams and the Company generally requireftiraters procure crop insurance
coverage. Grain and livestock prices also preseisk as prices may decline prior to sale reggltima failure to cover production costs. These
risks may be reduced by the farmer with the udetofes contracts or options to mitigate price.ridlkhe Company
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frequently requires borrowers to use future comgrac options to reduce price risk and help enkae repayment. Another risk is the
uncertainty of government programs and other reiguls. During periods of low commodity prices, theome from government programs
be a significant source of cash to make loan paysreamd if these programs are discontinued or sagmifly changed, cash flow problems or
defaults could result. Finally, many farms areetefent on a limited number of key individuals updrose injury or death may result in an
inability to successfully operate the farm.

Consumer Lending- Retail BankThe Retail Bank offers a variety of secured comsr loans, including home equity, home
improvement, automobile, boat and loans secureshbings deposits. In addition, the Retail Banlexsffother secured and unsecured cons
loans. The Retail Bank currently originates mdstsoconsumer loans in its primary market area sundlounding areas. The Retail Bank
originates consumer loans on both a direct andeontlbasis. At September 30, 2010, the Retail Basdnsumer loan portfolio totaled $20.4
million, or 6% of its total gross loan portfolid®f the consumer loan portfolio at September 3002813.9 million were short- and
intermediate-term, fixed-rate loans, while $6.5limil were adjustable-rate loans.

The largest component of the Retail Bank’s consupwer portfolio consists of home equity loans ands of credit. Substantially all
of the Retail Bank’s home equity loans and linesreflit are secured by second mortgages on prinep@ences. The Retail Bank will lend
amounts which, together with all prior liens, tygdlg may be up to 100% of the appraised value effffoperty securing the loan. Home equity
loans and lines of credit generally have maximummseof five years.

The Retail Bank primarily originates automobilerisabn a direct basis, but also originates indiaetdmobile loans on a very limited
basis. Direct loans are loans made when the R&aaik extends credit directly to the borrower, ppased to indirect loans, which are made
when the Retail Bank purchases loan contractsn @fte discount, from automobile dealers which testended credit to their customers. The
Retail Bank’s automobile loans typically are or@fied at fixed interest rates with terms up to 60the for new and used vehicles. Loans
secured by automobiles are generally originatedifioio 80% of the N.A.D.A. book value of the autdrite securing the loan.

Consumer loan terms vary according to the typevahae of collateral, length of contract and creditihiness of the borrower. The
underwriting standards employed by the Compangdmsumer loans include an application, a deteriioinatf the applicant’s payment history
on other debts and an assessment of ability to exégting obligations and payments on the propdsad. Although creditworthiness of the
applicant is a primary consideration, the undemgiprocess also includes a comparison of the \v@afitlee security, if any, in relation to the
proposed loan amount.

Consumer loans may entail greater credit risk timnesidential mortgage loans, particularly in ¢thse of consumer loans which are
unsecured or are secured by rapidly depreciabtsassich as automobiles or recreational equipmarguch cases, any repossessed collateral
for a defaulted consumer loan may not provide &uadte source of repayment of the outstandingbbadance as a result of the greater
likelihood of damage, loss or depreciation. Iniidd, consumer loan collections are dependenterborrowers continuing financial stabilit
and thus are more likely to be affected by advpessonal circumstances. Furthermore, the appicatf various federal and state laws,
including bankruptcy and insolvency laws, may lithi amount which can be recovered on such loAh&eptember 30, 2010, none of the
Company’s consumer loan portfolio was non-perfognin

Consumer Lending - MPSMPS has a loan committee consisting of membkeExecutive Management. The MPS Credit Committee
(the “Committee”) is charged with monitoring, evatiing, and reporting portfolio performance andakerall credit risk posed by its credit
products. All proposed credit programs must fasteviewed and approved by the Committee befark ptograms are presented to the
Company’s Board of Directors. The Board of Direstis ultimately responsible for final approval ofyecredit program.

At September 30, 2010, MPS’ consumer loan portfaitaled $27.7 million, or 7% of its total grossitoportfolio. Of the consumer
loan portfolio at September 30, 2010, $5.2 milWeere short- and intermediate-term, fixed-rate loartdle $22.5 million were adjustable-rate
loans.
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The Company believes that well-managed, nationwiddit programs can help meet legitimate creditiader prime and sub-prime
borrowers, and affords the Company an opportunigyiversify the loan portfolio and minimize earnéngxposure due to economic downturns.
Therefore, MPS designs and administers certaintgeayrams that accomplish these objectives. Mit8grams are managed prudently, in
accordance with governing rules and regulationd,veithout unnecessary exposure to the capital b@ieethis end, management believes that
MPS administers its credit programs in conformanitke federal and state laws, regulations, guidaapglicable association rules and
regulations, as well as all standards and bestipeacfor safe and sound lending. Notwithstandimig belief, our regulator ordered the
termination of our nationwide iAdvance lending pram; see “Regulation — Bank Supervision and Regurat- OTS Directives and Related
Matters.”

MPS has strived to offer consumers innovative paymeoducts, including credit products. Most ctguibducts have fallen into one
of two general categories: (1) sponsorship lendimd (2) portfolio lending. In a sponsorship lempinodel, MPS typically originates loans &
sells (without recourse) the resulting receivalethird party investors equipped to take the assed credit risk. MPS’s sponsorship lending
programs are governed by the Policy for Sponsonsbipling which has been approved by the Board céddars. A Portfolio Credit Policy
which has been approved by the Board of Directok&ms portfolio credit initiatives undertaken byPH, whereby the Company retains some
or all receivables and relies on the borrower aautiderlying source of repayment. Several podfi@dnding programs also have a contractual
provision that has indemnified MPS and the Bankcfedit losses that meet or exceed predeterminedsle Such a program carries additional
risks not commonly found in sponsorship prograrpsec#ically funding and credit risk. Therefore, Bas strived to employ policies,
procedures, and information systems that are corsanate with the added risk and exposure. Duepersisory directives issued by our
regulator, an MPS lending program - iAdvance — ei@minated effective October 13, 2010. In additithre Bank’s tax-related programs,
which consisted of pre-season tax-related loangefiuehd transfer services, are subject to prior@ygd of our regulator. At this time, we do
not anticipate offering these programs in fiscal RGFinally, our third party relationship prograheve been limited to existing third party
relationships, absent prior approval to engageeim relationships. For additional discussion, SRedulation — Bank Supervision and
Regulation — OTS Supervisory Directives and Relafiedters.”

The Company recognizes that concentrations of trealy naturally occur and may take the form ofrgéavolume of related loans to
an individual, a specific industry, a geographicaltion, or an occupation. Credit Concentrata direct, indirect, or contingent obligationtt
has a common bond where the aggregate exposurks equexceeds a certain percentage of the Bank's T Capital plus the Allowance for
Loan and Credit Card Losses.

The MPS Credit Committee monitors and identifies ¢hedit concentrations and evaluates the spewifiare of each concentration to
determine the potential risk to the Bank. An easibn includes the following:

«  Arecommendation regarding additional controls ekt mitigate the concentration exposure.

* Alimitation or cap placed on the size of the canication.

*  The potential necessity of increased capital anchkedit reserves to cover the increased risk cabgele concentration(s).

« A strategy to reduce to acceptable levels thoseammation(s) that are determined to create undkda the Bank.

Commercial Business LendingThe Company also originates commercial busirnesss. Most of the Company’s commercial
business loans have been extended to financedadalegional businesses and include short-ternslt@finance machinery and equipment
purchases, inventory and accounts receivable. Gouial loans also involve the extension of revajvamedit for a combination of equipment
acquisitions and working capital in expanding conipa. At September 30, 2010, $19.7 million, or 8%he Company’s total gross loan

portfolio, was comprised of commercial businessitoa
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The maximum term for loans extended on machinedyemjuipment is based on the projected useful fiuoh machinery and
equipment. Generally, the maximum term on non-gege lines of credit is one year. The loan-to-@ahtio on such loans and lines of credit
generally may not exceed 80% of the value of tHtewal securing the loan. The Company’s comna¢imiisiness lending policy includes
credit file documentation and analysis of the baeds character, capacity to repay the loan, thegjadcy of the borrower’s capital and
collateral as well as an evaluation of conditiofieaing the borrower. Analysis of the borrowepast, present and future cash flows is also an
important aspect of the Company’s current creditlysis. Nonetheless, such loans are believedrty bagher credit risk than more traditional
investments.

The largest commercial business loan outstandiggptember 30, 2010 was a $4.1 million loan sechiyeztbmmercial inventory of
the borrower. The next largest commercial busih@mss outstanding at September 30, 2010 was arfili®n loan secured by assets of the
borrower. At September 30, 2010, the averageandétg principal balance of a commercial busineas held by the Company was
approximately $80,000.

Unlike residential mortgage loans, which generaliy made on the basis of the borrower’s abilitsneke repayment from his or her
employment and other income and which are securedd property whose value tends to be more easitgrtainable, commercial business
loans typically are made on the basis of the boertsability to make repayment from the cash fldwhe borrowers business. As a result, 1
availability of funds for the repayment of commaetdiusiness loans may be substantially dependetiteosuccess of the business itself (wh
in turn, is likely to be dependent upon the genecalnomic environment). The Company’s commeraigifess loans are usually, but not
always, secured by business assets and persomahtges. However, the collateral securing thedoaay depreciate over time, may be
difficult to appraise and may fluctuate in valueséa on the success of the business. At Septerfb2030, $0.2 million, or 1.2%, of the
Company’s commercial business loan portfolio was-performing. Commercial business loans have bedeclining percentage of the
Company'’s loan portfolio since 2005.

Originations, Purchases, Sales and Servicing of Laa and Mortgage-Backed Securities

Loans are generally originated by the Company efdoan officers. Loan applications are takergrocessed in the branches and
the main office of the Company. While the Compariginates both adjustable-rate and fixed-rate $o&a ability to originate loans is
dependent upon the relative customer demand fosloaits market. Demand is affected by the irderate and economic environment.

The Company, from time to time, sells whole loand ban participations, generally without recourse.September 30, 2010, there
were no loans outstanding sold with recourse. Wabans are sold, the Company sometimes retainsepmnsibility for collecting and
remitting loan payments, making certain that retd&e tax payments are made on behalf of borrowadsptherwise servicing the loans. The
servicing fee is recognized as income over thedlifthe loans. The Company services loans thaidgtnated and sold totaling $27.1 million at
September 30, 2010, of which $15.8 million weralgol Fannie Mae and $11.3 million were sold to athe

In periods of economic uncertainty, the Companyiéits to originate large dollar volumes of loangaynbe substantially reduced or
restricted, with a resultant decrease in related lorigination fees, other fee income and operaargings. In addition, the Company’s ability
to sell loans may substantially decrease as paténiyers (principally government agencies) redte& purchasing activities.

The following table shows the loan originationsc{uding undisbursed portions of loans in procgssichases, and sales and
repayment activities of the Company for the periodécated. In addition, the table shows mortghgeked securities purchases, sales and
repayment activities. Balances related to disonetil bank operations have been eliminated foreaibds presented. By far the largest
category of loan originations is Non-Real Estate€oner loans. Due to the aforementioned OTS SigmywDirective regarding iAdvance
loans, the Non-Real Estate Consumer loan originatwaill decrease in fiscal 2011. During fiscal @0the Company originated $415.2 million
of iAdvance loans.
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Originations by Type
Adjustable Rate

Real Estat- 1-4 Family
-Commercial and Mul-Family
-Agricultural Real Estat

Non-Real Estat- Consume
-Commercial Busines
-Agricultural Operating

Total Adjustable Rat

Fixed Rate

Real Estate- 1-4 Family
-Commercial and Mul-Family
-Agricultural Real Estat

Non-Real Estat- Consume
-Commercial Busines
-Agricultural Operating

Total Fixec-Rate

Total Loans Originate

Purchases
Real Estat«- 1-4 Family
-Commercial and Mul-Family
- Agricultural Real Estat
Non-Real Estat- Commercial Busines
- Agricultural Operating
Total Loans
Total Mortgag-Backed Securitie
Total Purchase

Sales and Repaymen
Sales:
Real Estat- 1-4 Family
Real Estat- Commercial and Mul-Family
Non-Real Estat- Consume
Total Loans
MortgageBacked Securitie
Total Sales

Repayments
Loan Principal Repaymen
Mortgage-Backed Securities Repayme
Total Principal Repaymen
Total Reduction:

Increase (decrease) in other items,
Net Increase (Decreas
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September 30,
2010 2009 2008
(Dollars in Thousands)

$ 4,29t $ 5,78: 14,06¢
18,151 13,16¢ 34,89
3,01z 6,841 2,05¢
10,61- 60,39: 183,64:
20,02( 27,22¢ 60,50z
20,34" 22,37¢ 27,67¢
76,44« 135,78 322,83¢
28,00 49,56¢ 38,09(
45,86: 43,68¢ 107,29¢
4,13: 3,10¢ 8,97¢
984,41" 405,00: 180,21(
7,791 9,471 29,64
54,76( 39,51: 39,14
1,124,97 550,34« 403,36¢
1,201,41! 686,13: 726,20
— 1,11¢€ 1,07¢
4,79t 41,74¢ 39,83(
392 7,491 21F
40C — 7,561
3,34: — 6,60¢
8,93( 50,35¢ 55,29(
435,78¢ 287,11; 102,79(
444, 71¢ 337,47 158,08(
— — 6,152
— — 2,29¢
804,17 268,73( 257,11¢
804,17 268,73( 265,56°
97,60¢ 32,47¢ 16,99(
901,78( 301,20¢ 282,55’
438,22¢ 511,20( 431,37
197,84 91,48¢ 34,41
636,06 602,68¢ 465,78¢
1,537,84 903,89 748,34¢
4,25¢ 7,12( (4,687)
$ 112,54¢ $ 126,83( 131,25!
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At September 30, 2010, approximately $55.1 million15.0%, of the Company’s gross loan portfoliogieted of purchased loans.
The Company believes that purchasing loans outsdidie market area assists the Company in diversifits portfolio and may lessen the
adverse affects on the Company’s business or apesathich could result in the event of a downtarmeakening of the local economy in
which the Company conducts its primary operatiodewever, additional risks are associated with pasing loans outside of the Company’s
market area, including the lack of knowledge ofltieal market and difficulty in monitoring and iresging the property securing the loans.

At September 30, 2010, the Company’s purchased la@ne secured by properties located, as a pegepfaotal loans, as follows:
6% in Oregon, 3% in lowa, 1% each in Washingtoorigh, Minnesota, Missouri, and California and teémaining 1% in seven other states.

Non-Performing Assets, Other Loans of Concern, an@lassified Assets

When a borrower fails to make a required paymerreahestate secured loans and consumer loanswiéhilays after the payment is
due, the Company generally initiates collectioncpaures by mailing a delinquency notice. The gustas contacted again, by written notice
or telephone, before the payment is 30 days pastdd again before 60 days past due. In most,c@ds@squencies are cured promptly;
however, if a loan has been delinquent for more 8tadays, satisfactory payment arrangements neuatibered to or the Company will

initiate foreclosure or repossession.

The following table sets forth the Company’s loatirtquencies by type, before allowance for loarséss by amount and by
percentage of type at September 30, 2010.

Loans Delinquent For:

30-59 Days 60-89 Days 90 Days and Over
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category
(Dollars in Thousands)
Real Estate

1-4 Family 6 $ 192 4.C% 1 $ 10 1.C% 3 $ 44z 5.7%
Commercial & Mult-Family 1 3,90( 82.1% 1 74€ 76.1% 10 4,394 56.6%
Agricultural Real Estat — — 0.C% — — 0.C% 3 2,19 28.2%
Consume 7 33C 7.C% 5 22t 22.% 3 124 1.6%
Agricultural Operating — — 0.C% — — 0.C% 1 40C 5.2%
Commercial Busines 4 32¢ 6.9% — — 0.C% 4 202 2.6%
Total 18 $ 4,751 100.(% 7 $ 981 100.(% 24 $ 7,75¢ 100.(%

Delinquencies 90 days and over constituted 2.1%taf gross loans and 0.7% of total assets.

Generally, when a loan becomes delinquent 90 day®oe or when the collection of principal or irgst becomes doubtful, the
Company will place the loan on a non-accrual stahd§ as a result, previously accrued interestirecon the loan is taken out of current
income. The loan will remain on a non-accrualistaitntil the loan becomes current. Loans, withesesceptions, are typically placed on non-
accrual status when the loan becomes 90 days @ dadinquent or when the collection of principadiém interest becomes doubtful. For all
years presented, the Comp’s troubled debt restructurings (which involvedgming a portion of interest or principal on anyfts or making
loans at a rate materially less than that of mankiets) are included in the table and were perfognas agreed. Balances related to disconti
bank operations have been eliminated for all perfp@gsented. The table below sets forth the ars@md categories of non-performing assets
in the Company’s loan portfolio.
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At September 30,
2010 2009 2008 2007 2006
(Dollars in Thousands)

Non-Performing Loan:

Non-Accruing Loans

1-4 Family $ 38 % 26€ $ 94z $ 24z $ 22
Commercial & Multi Family 4,13 11,51 1,302 — —
Agricultural Real Estat 2,65( — 12 13 —
Consume| — — 1 5 —
Agricultural Operatinc 40C — — — 182
Commercial Busines 241 871 53¢ 1,86 5,07¢
Total 7,467 12,64¢ 2,79¢ 2,12¢ 5,28(
Accruing Loans Delinquent 90 Days or Mo
1-4 Family 404 — — — —
Commercial & Multi Family 257 — — — —
Consumel 124 — — — —
Commercial Busines — — 4,60( — —
Total 78E — 4,60( — —
Restructured Loan:
Agricultural Operating — — 121 15C —
Commercial Busines — — — 15 —
Total — — 121 165 —
Total Nor-Performing Loan: 8,252 12,64¢ 7,51¢ 2,29:% 5,28(
Other Asset:
Non-Accruing Investments
Trust Preferred Securiti¢ 15C — — — —
Total 15C — — — —
Foreclosed Asset
1-4 Family 143 — — — 15
Commercial & Multi Family 60¢€ 957 — 22¢ 35
Consumel — — — 24 —
Commercial Busines 54€ 1,09¢ — 65 —
Total 1,29¢ 2,05: — 31¢ 50
Total Other Asset 1,44¢ 2,058 — 31¢ 50
Total Nor-Performing Asset $ 9,697 $ 14,70: $ 7,51€ $ 2611 $ 5,33(
Total as a Percentage of Total Ass 0.94% 1.7€% 1.0€% 0.3t% 0.72%

For the year ended September 30, 2010, gross shiesmme which would have been recorded had theagoruing loans been curre
in accordance with their original terms amountedpproximately $656,000, of which none was inclusheititerest income.
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Non-Accruing Loans At September 30, 2010, the Company had $7.%amilh non-accruing loans, which constituted 2.0Rthe
Company'’s gross loan portfolio. This representirgrovement from September 30, 2009, when the Gompad $12.6 million in non-
accruing loans or 3.2% of its gross loan portfolidhe fiscal 2010 decrease in non-performing loatetes to a decreased in non-accruing loans
in the commercial and multifamily category from $ iillion to $4.1 million. There are 8 commercgld multi-family loans in non-accrual
status at September 30, 2010.

Accruing Loans Delinquent 90 Days or Moréit September 30, 2010, the Company had $0.8aniilh accruing loans delinquent
days or more.

Classified Assets.Federal regulations provide for the classificatid loans and other assets such as debt and esaityities
considered by the Office of Thrift Supervision (f@TS”) to be of lesser quality as “substandardidtibtful” or “loss.” An asset is considered
“substandard” if it is inadequately protected by tlurrent net worth and paying capacity of thegaslior of the collateral pledged, if any.
“Substandard” assets include those characterizatieb§distinct possibility” that the savings assdimn will sustain “some loss” if the
deficiencies are not corrected. Assets classdetoubtful” have all of the weaknesses inherarthose classified “substandard,” with the
added characteristic that the weaknesses presduet ftallection or liquidation in full,” on the basbf currently existing facts, conditions, and
values, “highly questionable and improbable.” Ass#assified as “loss” are those considered “dectible” and of such minimal value that
their continuance as assets without the establishofe specific loss reserve is not warranted.

When assets are classified as either substandai@Libtful, the Bank may establish general allowarfoeloan losses in an amount
deemed prudent by management. General allowaapessent loss allowances which have been estatblisirecognize the inherent risk
associated with lending activities, but which, kelspecific allowances, have not been allocatgzhtticular problem assets. When assets are
classified as “loss,” the Bank is required eitleeestablish a specific allowance for losses equabD0% of that portion of the asset so classified
or to charge-off such amount. The Banks’ detertiona as to the classification of their assetsthrdamount of their valuation allowances are
subject to review by their regulatory authoritiedio may order the establishment of additional galnar specific loss allowances.

On the basis of management’s review of its asaeSeptember 30, 2010, the Company had classifiethibof $33.1 million of its
assets as substandard, $2.1 million as doubtfuhand as loss. There were $1.3 million real estateed or other foreclosed assets at
September 30, 2010.

Allowance for Loan LossesThe allowance for loan losses is establishedutjina provision for loan losses based on managésnent
evaluation of the risk inherent in its loan porifohnd changes in the nature and volume of its &ivity, including those loans which are
being specifically monitored by management. Suaiuation, which includes a review of loans for efnfull collectibility may not be
reasonably assured, considers, among other mdttergstimated fair value of the underlying collateeconomic conditions, historical loan
loss experience and other factors that warranigration in providing for an adequate loan lossafoce.

Management closely monitors economic developmentts tegionally and nationwide, and considers tliasers when assessing the
adequacy of its allowance for loan losses. Wiiee€ompany has no direct exposure to grilme mortgage loans, management recognize:
the current recessionary environment may strairittaacial condition of some borrowers. Managentbatefore believes that future losses in
the residential portfolio may be somewhat highanthistorical experience. Concerns regarding to@@mic slowdown, has led management
to the conclusion that future losses in its commaéend multi-family and commercial business pditfanay be somewhat higher than
historical experience. On the other hand, curremids in agricultural markets remain reasonaBleasonable commodity prices as well as
above average yields created positive economicitions for most farmers in our markets in 2010. netheless, management still expects that
future losses in this portfolio, which have beemyew, could be higher than recent historical eigrece. Management believes that the
aforementioned recession may also negatively impamsumers’ repayment capacities. Additionallgizable portion of the Company’s
consumer loan portfolio is secured by residengal estate, as discussed above, which is an ablEadimsely monitored by management in
view of its stated concerns.
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The allowance for loan losses established by MBEltefrom an estimation process that evaluatesaekt characteristics of its credit
portfolio(s). MPS also considers other internal anternal environmental factors such as changepénations or personnel and economic
events that may affect the adequacy of the alloedoiccredit losses. Adjustments to the allowaliocdoan losses are recorded periodically
based on the result of this estimation processe uhe varied and unknown nature and structurégure credit programs, the exact
methodology to determine the ALL for each prograith mot be identical. Each program may have diffgrattributes including such factors
levels of risk, definitions of delinquency and lpsglusion/exclusion of credit bureau criterial] rate migration dynamics, and other factors.
Similarly, the additional capital required to offske increased risk in subprime lending activitiegy vary by credit program. Each program
will need to be evaluated separately and with pgaby different methodologies. The increased deaoffs for MPS credit resulted primarily
from borrowers in a pre-season tax-related progranpeaked in January 2010. Management pro-&¢atablished a provision for loan
losses for these loans during the tax pre-seaderiraf period. The majority of the charge-offs fbese pre-season tax loans were recorded
against the allowance for loan losses in the thirdrter of fiscal 2010. The charge-offs were iocadance with management’s expectations of
the pre-season tax loan program.

Management believes that, based on a detailedwefi¢he loan portfolio, historic loan losses, amnteconomic conditions, the size
the loan portfolio, and other factors, the curdemel of the allowance for loan losses at Septer80ef010 reflects an adequate allowance
against probable losses from the loan portfolithough the Company maintains its allowance farldosses at a level that it considers to be
adequate, investors and others are cautionedhéia tan be no assurance that future losses wigxueed estimated amounts, or that
additional provisions for loan losses will not legjuired in future periods. In addition, the Compsamletermination of the allowance for loan
losses is subject to review by its bank regulatdrich can require the establishment of additiomadeyal or specific allowances.

Real estate properties acquired through forecloatgeecorded at the lower of cost or fair valifdair value at the date of foreclosure
is lower than the balance of the related loandifference will be charged#f to the allowance for loan losses at the timérafisfer. Valuatior
are periodically updated by management and, i/#lee declines, a specific provision for lossesoch property is established by a charge to
operations.
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The following table sets forth an analysis of trt@®any’s allowance for loan losses.

Balance at Beginning of Peri¢

Charge Offs
1-4 Family
Commercial & Multi Family
Consume|
Commercial Busines
Agricultural Operating
Total Charge Off:
Recoveries
1-4 Family
Consume|
Commercial Busines
Agricultural Operatinc
Total Recoverie

Net (Charge Offs) Recoveri
Additions Charged to Operatio
Balance at End of Peric

Ratio of Net Charge Offs During the Perioc
Average Loans Outstanding During the Pel

Ratio of Net Charge Offs During the Perioc
Non-Performing Assets at Year E

September 30,
2010 2009 2008 2007 2006
(Dollars in Thousands)
6,99 $ 5732 $ 4,49: $ 6,391 $ 6,79:
(185) (29) @) — —
(6,979 (2,05%) — (1,762 —
(12,139 (8,16¢) (5) (50) (6)
(102) (7,685) (1,542 (3,809 (1,036
— (151) — — —
(19,40%) (18,089 (1,549 (5,61F) (1,047)
1 465 7 — —
1,247 90 12 3 5
402 39 38 54¢ 324
21C 38 16 — —
1,85¢ 632 73 54¢ 32€
(17,550 (17,45 (1,476 (5,066 (713
15,79 18,71 2,71¢ 3,16¢ 311
523¢ $ 6,99 $ 5732 $ 4,49: $ 6,391
4.36% 4.172% 0.3€% 1.42% 0.1&%
180.9¢% 118.7(% 19.6%% 194.0%% 13.3%

For more information on the Provision for Loan Lesssee “Management’s Discussion and Analysisrdriial Condition and
Results of Operations,” which is included in Iterofthis Annual Report on Form 10-K.

The distribution of the Company’s allowance fordes on loans at the dates indicated is summarizéallaws:
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At September 30,

2010 2009 2008 2007 2006
Percent of Percent of Percent of Percent of
Loans in Loans in Percent of Loans in Loans in
Each Each Loans in Each Each
Category Category Each Category Category
of Total of Total Category of of Total of Total
Amount Loans Amount Loans Amount Total Loans Amount Loans Amount Loans
(Dollars in Thousands)
One-to-Four Family $ 50 11.0% $ 59 1221% $ 98 12.9¢%6 $ 111 12.5% $ 12C 15.41%
Commercial & Multi Family Real Esta 3,052 55.06% 4,231 58.3% 3,23¢ 51.2% 1,24¢ 47.1% 1,40 42.1%
Agricultural Real Estat 111 6.97% 111 6.7(% 94 6.91% 70 4.6(% 101 3.74%
Consume 73€ 12.9% 243 9.05% 207 11.3¢% 152 10.2(% 11€ 7.91%
Agricultural Operating 12¢ 8.7/% 56¢ 7.00% 1,64¢ 7.16% 17¢ 9.1% 20k 7.6(%
Commercial Busines 131 5.3(% 792 6.7:% 148 10.35% 2,40¢ 16.2% 4,14( 23.11%
Unallocatec 1,02¢ 0.0(% 98¢ — 304 — 331 — 30€ —
Total $ 523¢ 100.0% $ 6,99¢ 100.0% $ 5,73 100.0% $  4,49% 100.0% $ 6,391 100.0(%

Investment Activities

General. The investment policy of the Company generallfpigwvest funds among various categories of iraests and maturities
based upon the Company’s need for liquidity, taeahthe proper balance between its desire to nimeimisk and maximize yield, to provide
collateral for borrowings, and to fulfill the Compgs asset/liability management policies. The Camps investment and mortgage-backed
securities portfolios are managed in accordancle avitritten investment policy adopted by the Baafr®irectors, which is implemented by
members of the Company’s Investment Committee a Aesult, the Company closely monitors balancesése accounts, and maintains a
portfolio of highly liquid assets to fund potentigposit outflows. To date, the Company has npeggnced any significant outflows relatec
MPS over the past six years, though no assuramcbegiven that this will continue to be the case.

As of September 30, 2010, the Company’s entirestment and mortgage-backed securities portfolio® wkassified as available for
sale. For additional information regarding the @amy’s investment and mortgage-backed securitietfofios, see Notes 1 and 4 to th€dtes
to Consolidated Financial Statements,” which iduded in Part I, Item 8 “Consolidated Financiah®ments and Supplementary Data” of this
Annual Report on Form 10-K.

As of September 30, 2010, investment and mortgagkdul securities with fair values of approximat&lp8.3 million were pledged
as collateral for the Bank’s Federal Home Loan BahRes Moines (“FHLB”) advances and reverse repase agreements. For additional
information regarding the Company’s collateraliaatdf borrowings, see Notes 9 and 10 to the “NtieSonsolidated Financial Statement,”
which is included in Part Il, Item 8 “ ConsolidatEohancial Statements and Supplementary Data”isfAhnual Report on Form 10-K.

Investment Securitieslt is the Company’s general policy to purchaseegiment securities which are U.S. Government gexziand
federal agency obligations, state and local govemtrobligations, commercial paper, corporate debtisties and overnight federal funds.

The following table sets forth the carrying valdd¢ree Company’s investment security portfolio, extthg mortgage-backed securities
and other equity securities, at the dates indicaBalances related to discontinued bank operatiang been eliminated for all periods
presented.

20




Table of Contents

At September 30,

2010 2009 2008
(Dollars in Thousands)
Investment Securitie
Trust Preferred & Corporate Securities $ 17,55, % 15,20. $ 18,17+
Municipal Bonds 3,91¢ 2,36¢ 1,53
Subtotal 21,467 17,56¢ 19,711
FHLB Stock 5,28: 7,05( 8,092
Total Investment Securities and FHLB St $ 26,75( $ 24,61¢ $ 27,80:
Other Intere«-Earning Assets
Interest bearing deposits in other financial ingiins anc
Federal Funds Sold (; $ 80,81. $ 1,19¢ $ 5,18¢

(1) Within the trust preferred securities presentedsabthere are no securities from individual issukeas exceed 10% of the Company’s
total equity. The name and the aggregate markeeaf securities of each individual issuer as ept®mber 30, 2010 are as follows:
Key Corp Capital I, $3.2 million; Bank Boston CabiTrust IV, $3.5 million; BankAmerica Capital 11$3.5 million; PNC Capital

)

Trust, $3.8 million; Huntington Capital Trust 1128 million; CNB, $507,500; Cascade, $150,000.

The Company at times maintains balances in exddéaswred limits at various financial institutiomsluding the FHLB, the FRB,
and other private institutions. At September 3@ the Company had no interest bearing depositsat the FHLB and $80.8
million in interest bearing deposits held at theB-Respectively. At September 30, 2010, the Comeadl no federal funds sold at

any private institution.

21




Table of Contents

The composition and maturities of the Company’estinent securities portfolio, excluding equity séms, FHLB stock and
mortgage-backed securities, are indicated in theviing table.

September 30, 2010

After 1 After 5
Year Years
1 Year or Through 5 Through After 10 Total Investment
Less Years 10 Years Years Securities
Carrying Carrying Carrying Carrying Amortized Fair
Value Value Value Value Cost Value

(Dollars in Thousands)

Trust Preferred & Corporate Securit $ — $ — $ — $ 17,55. $ 25,467 $ 17,55
Municipal Bonds 101 1,82( 1,58 413 3,76¢ 3,91¢
Total Investment Securitie $ 101 $ 1,82 $ 1,58: $ 17,96 $ 29,23t $ 21,46,
Weighted Average Yield (1 5.52% 4.5%% 3.8&% 1.14% 1.48% 1.65%

(1) Yields on tax-exempt obligations have not beemputed on a tax-equivalent basis.

Mortgage-Backed SecuritiesThe Company’s mortgage-backed and related sexsuportfolio consists primarily of securities issu
under government-sponsored agency programs, imgutiose of Ginnie Mae, Fannie Mae and Freddie Mde Company historically has
held Collateralized Mortgage Obligations (“CMOsd} well as a limited amount of privately issued tg@age pass-through certificates. The
Ginnie Mae, Fannie Mae and Freddie Mac certificatesmodified pass-through mortgaogcked securities that represent undivided inteiie
underlying pools of fixed-rate, or certain typesadfustable-rate, predominantly single-family awda lesser extent, multi-family residential
mortgages issued by these government-sponsordigzentrannie Mae and Freddie Mac generally prothéecertificate holder a guarantee of
timely payments of interest, whether or not coklelct Ginnie Mae’s guarantee to the holder is tinpalyments of principal and interest, backed
by the full faith and credit of the U.S. GovernmeRtrivately issued mortgage pass-through certécgenerally provide no guarantee as to
timely payment of interest or principal, and retiaris placed on the creditworthiness of the issubich the Company monitors on a regular
basis.

At September 30, 2010, the Company had mortgagkebagecurities with an amortized cost of $418.0iom) representing 83% of
the total portfolio, which had fixed rates of irgst and $57 million, representing 11% of the tptatfolio, which had adjustable rates of
interest.

Mortgage-backed securities generally increase tiadityf of the Company’s assets by virtue of thaimasice or guarantees that back
them, are more liquid than individual mortgage ®and may be used to collateralize borrowings loerodbligations of the Company. At
September 30, 2010, $276.9 million or 57% of thenPany’s mortgage-backed securities were pledgséddare various obligations of the
Company.

While mortgage-backed securities carry a reduceditrisk as compared to whole loans, such seeanigmain subject to the risk that
a fluctuating interest rate environment, along waither factors such as the geographic distributfathe underlying mortgage loans, may alter
the prepayment rate of such mortgage loans anéfestt Both the prepayment speed, and value, of sachrities. The prepayment risk
associated with mortgage-backed securities is m@dtperiodically, and prepayment rate assumpthoijissted as appropriate to update the
Company’s mortgage-backed securities accountingaaseit/liability reports.
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The following table sets forth the carrying valdele Company’s mortgage-backed securities at #tesdndicated. Balances related

to discontinued bank operations have been elimihiateall periods presented.

At September 30,

2010 2009 2008
(Dollars in Thousands)

CMO $ — % — ¢ 4

Freddie Mac 13,59( 53,35 59,47¢

Fannie Mae 41,01 118,80! 124,57

Ginnie Mae 430,78 175,11« —

Privately Issued Mortgages P-Through Certificate: = — 63
Total $ 485,38' $ 347,27. $ 184,12:

The following table sets forth the contractual migies of the Company’s mortgage-backed securéieSeptember 30, 2010. Not
considered in the preparation of the table belothéseffect of prepayments, periodic principal sgpants and the adjustable-rate nature of
these instruments.

September 30, 2010

After 1 After 5
Year Years
Through 5 Through 10 After 10 Total Investment
1 Year or Less Years Years Years Securities
Carrying Carrying Carrying Amortized
Carrying Value Value Value Value Cost Fair Value
(Dollars in Thousands)
CMO $ — 8 — 8 — 3 — $ — 3 —
Freddie Mac 5,81¢ — — 7,77¢% 13,30¢ 13,59(
Fannie Mae — — 16,24 24,77¢ 38,42( 41,01t
Ginnie Mae — 19,201 411,57 423,30( 430,78(
Total Investment Securitie $ 581 % — 8 35,44t $ 444,120 $ 475,02« $ 485,38
Weighted Average Yiel 4.3(% 0.0(% 3.45% 3.4(% 3.41% 3.41%

At September 30, 2010, the contractual maturit9lob% of all of the Company’s mortgage-backed sgearwas in excess of ten
years. The actual maturity of a mortg-backed security is typically less than its statedturity due to scheduled principal payments and
prepayments of the underlying mortgages. Prepatgrbat are different than anticipated will affée yield to maturity. The yield is based
upon the interest income and the amortization gfggemium or discount related to the mortgage-bddeeurity. In accordance with
Generally Accepted Accounting Principles (“GAAPgyemiums and discounts are amortized over the astirlives of the loans, which
decrease and increase interest income, respectiVély prepayment assumptions used to determinantiogtization period for premiums and
discounts can significantly affect the yield of thertgage-backed security, and these assumptiengeewed periodically to reflect actual
prepayments. Although prepayments of underlyingtgages depend on many factors, including the tfprortgages, the coupon rate, the
of mortgages, the geographical location of the dyifey real estate collateralizing the mortgaged general levels of market interest rates, the
difference between the interest rates on the uyidgrmortgages and the prevailing mortgage intenasts generally is the most significant
determinant of the rate of prepayments. Duringoplksrof falling mortgage interest rates, if the pon rate of the underlying mortgages exci
the prevailing market interest rates offered fortgage loans, refinancing generally increases andlerates the prepayment of the underlying
mortgages and the related security. Under suclimistances, the Company may be subject to reineastrisk because, to the extent that the
Company’s mortgagbacked securities amortize or prepay faster thénipated, the Company may not be able to reinthesproceeds of su
repayments and prepayments at a comparable rate.
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Management has implemented a process to identifyrisies that could potentially have a credit impant that is other-than-
temporary. This process involves evaluation oflémgth of time and extent to which the fair vales bbeen less than the amortized cost basis,
review of available information regarding the fig& position of the issuer, monitoring the ratfgthe security, cash flow projections, and
Company'’s intent to sell a security or whethes itriore likely than not we will be required to sbk security before the recovery of its
amortized cost which, in some cases, may extentatarity. To the extent we determine that a segisileemed to be other-than-temporarily
impaired, an impairment loss is recognized. Indigear 2010, the other-than-temporary impairmessés taken against the trust preferred
securities was $350,000.

No othe-than-temporary impairments were recorded agagnstiegs during fiscal years 2009 or 2008.
Sources of Funds

General. The Company’s sources of funds are depositsptuings, amortization and repayment of loan pringijpaierest earned on
or maturation of investment securities and shamtmvestments, mortgage-backed securities, andisfpnovided from operations.

Borrowings, including FHLB advances, repurchaseagrents and FRB Discount Window, may be used aistim compensate for
seasonal reductions in deposits or deposit inflatdess than projected levels, may be used ongefeterm basis to support expanded lending
activities, and may also be used to match the ighdf a corresponding asset.

Deposits. The Company offers a variety of deposit accobatsng a wide range of interest rates and terniee Qompany'’s deposits
consist of statement savings accounts, money maakégs accounts, NOW and regular checking acspdeposits related to prepaid cards
that are primarily categorized as checking accquamtd certificate accounts currently ranging imtefrom fourteen days to 60 months. The
Company solicits deposits from its primary marketasand does not currently use brokers to obtgiogles. The Company relies primarily on
competitive pricing policies, advertising and highality customer service to attract and retaingtaeposits. The Company has no brokered
deposits.

The flow of deposits is influenced significantly ggneral economic conditions, changes in money etankd prevailing interest rates,
and competition.

The variety of deposit accounts offered by the Canyphas allowed it to be competitive in obtainingds and to respond with
flexibility to changes in consumer demand. The @any endeavors to manage the pricing of its depositeeping with its asset/liability
management and profitability objectives. Basedt®experience, the Company believes that its ggyimoney market accounts, NOW and
regular checking accounts are relatively stablecasuof deposits. However, the ability of the Campto attract and maintain certificates of
deposit and the rates paid on these deposits lemsamel will continue to be significantly affectegharket conditions and potentially by the
restrictions imposed under the supervisory direstiv

$655.2 million of the Company’s deposit portfolgattributable to MPS. The majority of these dépagpresent un-spent funds on
prepaid debit cards and other stored value prod®f55.0 million are included with non-interesebiag checking accounts and $0.2 million
are included with money market accounts on the Gomis Consolidated Statement of Financial Conditi@enerally, these deposits do not
earn interest. MPS originates debit card progrdmigh outside sales agents and other finangéituions. As such, these deposits carry a
somewhat higher degree of concentration risk thegtittonal consumer products. If a major clientard program were to leave the Bank,
deposit outflows could be more significant thath# bank were to lose a more traditional customilérpugh it is considered unlikely that all
deposits related to a program would leave the Betitout significant advance notification. MPS et experienced any significant outflows
thus far related to card programs over the pasgesaxs, although the potential for migration ish@gnow due to the supervisory directives.
“Regulation — Bank Supervision and Regulation — CAjervisory Directives and Related Matters.” Tenpany takes this additional risk
into account when planning its investment and tgyistrategies. The increase in deposits arigioign MPS has also allowed the Bank thus
to reduce its reliance on higher costing certiisatf deposits and public funds.

24




Table of Contents

The following table sets forth the deposit flowste Company during the periods indicated. Balamekated to discontinued bank
operations have been eliminated for all periodseme=d.

Opening Balanc
Deposits
Withdrawals
Sale of Deposit
Interest Credite

Ending Balanct

Net Increase (Decreas

Percent Increase (Decrea

September 30,
2010 2009 2008
(Dollars in Thousands)

$ 653,74° $ 499,80 $ 522,97¢

112,086,49 91,862,38 42,199,49

(111,845,66) (91,713,20) (42,218,73)

— — (9,319

2,87¢ 4,76¢ 5,38t

$ 897,45¢ $ 653,74 $ 499,80:-

$ 243,707 $ 153,94 $ (23,174)
37.2¢% 30.8(% -4.4%

The following table sets forth the dollar amounsafings deposits in the various types of depasiggams offered by the Company
for the periods indicated. Balances related toatiinued bank operations have been eliminatedlfgeriods presented.

Transactions and Savings Depos

Non-Interest Bearing Demand
Accounts

Interest Bearing Demand Accoul

Savings Account

Money Market Account

Total Nor-Certificate
Certificates:

Variable

0.00- 1.99%
2.00- 3.99%
4.00- 5.99%
6.00- 7.99%

Total Certificates
Total Deposits

September 30,
2010 2009 2008
Percent of Percent of Percent of
Amount Total Amount Total Amount Total
(Dollars in Thousands)
$ 675,16: 75.2% $ 442,15t 67.62% $  308,85: 61.7%
29,97¢ 3.3¢ 15,60z 2.3¢ 15,02¢ 3.01
10,82: 1.2C 10,00! 1.5¢ 9,39 1.8¢
35,42: 3.9t 39,82:¢ 6.0¢ 43,03¢ 8.61
751,38 83.7¢ 507,58 77.64 376,31: 75.2¢
38C 0.04 524 0.0¢ 77¢ 0.1¢€
82,71¢ 9.22 36,52:¢ 5.5¢ 7,03¢ 1.41
51,85: 5.7¢ 78,28¢ 11.9¢ 57,97 11.6(
11,11« 1.24 30,80¢ 4.71 57,68¢ 11.5¢
10 0.0C 22 0.0C 10 0.0C
146,07. 16.2¢ 146,16: 22.3¢ 123,49: 24.71
$ 897,45 100.0% $ 653,74 100.00% $  499,80: 100.0(%
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The following table shows rate and maturity infotioa for the Company'’s certificates of deposit &8eptember 30, 2010.

Percent of
Variable 0.0C- 1.99% 2.0(- 3.99% 4.0(- 5.99% 6.0(- 7.99% Total Total
(Dollars in Thousands)

Certificate account

maturing in quarter

ending:
December 31, 201 $ 83 45,767 16,71¢ % 1,477 — 64,04¢ 43.8%
March 31, 201: 47 9,86¢ 3,44¢ 96¢ — 14,32¢ 9.8
June 30, 201 42 10,29; 3,722 71¢ — 14,78( 10.1
September 30, 201 83 4,13( 2,531 1,06¢ 10 7,82(C 5.4
December 31, 201 45 6,317 2,215 48E — 9,06( 6.2
March 31, 201: 80 1,214 1,39: 1,181 — 3,86¢ 2.€
June 30, 201 — 997 1,441 1,00t — 3,44: 2.4
September 30, 201 — 1,90¢ 737 80C — 3,44: 24
December 31, 201 — 1,364 11,12: 2,832 — 15,31 10.5
March 31, 201! — 563 1,07¢ 147 — 1,78¢€ 1.2
June 30, 201 — 62 1,44¢ 20 — 1,531 1.C
September 30, 201 — 234 50¢€ — — 74C 0.t

Thereaftel — 4 5,49¢ 41: — 5,912 4.C
Total $ 38C 82,71¢ 51,85 $ 11,11« 10 146,07: 100.(%

The following table indicates the amount of the @amy’s certificates of deposit and other deposittirhe remaining until maturity
as of September 30, 2010.

Maturity
3 Months or Less After 3 to 6 Months After 6 to 12 Months After 12 Months Total
(Dollars in Thousands)

Certificates of deposit less than

$100,00C $ 26,71C % 8,32t $ 16,72¢ $ 32,47 % 84,23¢
Certificates of deposit of $100,000 ¢

more 37,33¢ 6,001 5,872 12,62F $ 61,83¢
Total certificates of depos $ 64,04¢ $ 14,32¢ $ 22,60C $ 45,10C $ 146,07:

At September 30, 2010, there were $31.0 milliodéposits from governmental and other public emtitreluded in certificates of
deposit.

Borrowings. Although deposits are the Company’s primary sewfcfunds, the Company’s policy has been to @tibprrowings
when they are a less costly source of funds, canvasted at a positive interest rate spread, amwthe Company desires additional capacity to
fund loan demand.

The Company’s borrowings historically have consigteémarily of advances from the FHLB upon the sigwof a blanket collateral
agreement of a percentage of unencumbered loanhamliedge of specific investment securities. iSagtvances can be made pursuant to
several different credit programs, each of which itgown interest rate and range of maturities Séptember 30, 2010, the Bank had $22.0
million of advances from the FHLB and the abilitydorrow up to an approximate additional $253.9iaml At September 30, 2010, advances
totaling $11.0 million had terms to maturity of oyear or less. The remaining $11.0 million hadurités ranging up to 9 years.
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On July 16, 2001, the Company issued all of th@a®authorized shares of Company Obligated Manitia®®edeemable Preferred
Securities of First Midwest Financial Capital Trugpreferred securities of subsidiary trust) hofglsolely subordinated debt securities.
Distributions are paid semi-annually. Cumulatiastt distributions are calculated at a variable ghtee London Interbank Offered Rate
(“LIBOR”) plus 3.75%, not to exceed 12.5%. The Qany may, at one or more times, defer interest gaysnon the capital securities for up
to 10 consecutive seminnual periods, but not beyond July 25, 2031.hatdnd of any deferral period, all accumulatedwamhid distribution
will be paid. The capital securities are requitethe redeemed on July 25, 2031; however, the Coynpas a semannual option to shorten t
maturity date to a date not earlier than July ZB72 The option has not been exercised as ofdteedf this filing. The redemption price is
$1,000 per capital security plus any accrued anpaigndistributions to the date of redemption pifissdeemed prior to July 25, 2011, a
redemption premium as defined in the Indenture Agrent. Holders of the capital securities haveating rights, are unsecured and rank
junior in priority of payment to all of the Compé's indebtedness and senior to the Company’s constamk. The trust preferred securities
have been includable in the Company’s capital ¢afmns since they were issued.

From time to time, the Company has offered retplrchase agreements to its customers. Thesamwgnesetypically range from 14
days to five years in term, and typically have be#ared in minimum amounts of $100,000. The peatseof these transactions are used to
meet cash flow needs of the Company. At Septe®®e2010, the Company had $8.9 million of retgiuehase agreements outstanding.

Historically, the Company has entered into whokesapurchase agreements through nationally recedmimker-dealer firms. These
agreements are accounted for as borrowings by ohep@ny and are secured by certain of the Compamyéstment and mortgage-backed
securities. The broker-dealer takes possessitimrecdecurities during the period that the reveepairchase agreement is outstanding. The
terms of the agreements have usually ranged frdayg to six months, but on occasion longer terreegents have been entered into. At
September 30, 2010, the Company had no wholegalealease agreements outstanding.

The Company has a line of credit for $20.0 millieith First Tennessee Bank, NA, at September 30020he Company has pledged
various securities as collateral on the line oflitreThere were no outstanding advances at Septe8th 2010. See Note 9 of “Notes to
Consolidated Financial Statements,” which is ineldich Part II, Item 8 “Financial Statements and@amentary Data” of this Annual Report
on Form 10-K for further detail of the Company’stmovings.
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The following table sets forth the maximum montfd-&alance and average balance of FHLB advanced, aetl reverse repurchase
agreements, Subordinated Debentures and undeRiBs Femporary Term Auction Facility (“TAF") Prograborrowings for the periods
indicated. Balances related to discontinued bam@tations have been eliminated for all periodseortsd.

September 30,
2010 2009 2008
(Dollars in Thousands)

Maximum Balance

FHLB advance: $ 148,000 $ 100,95( $ 162,52t
Repurchase agreemel 11,88( 24,351 51,43¢
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings 50,00( 25,00( —
Overnight Fed Funds Purchas 10,00( — —
Average Balance
FHLB advance: $ 75,067 $ 46,84¢ $ 103,76¢
Repurchase agreeme! 7,47¢ 13,29¢ 9,79
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings 6,11 2,12¢ —
Overnight Fed Funds Purchas 1,68¢ — —

The following table sets forth certain informatias to the Company’s FHLB advances and other bongsvat the dates indicated.
Balances related to discontinued bank operatiomns haen eliminated for all periods presented.

September 30,
2010 2009 2008
(Dollars in Thousands)

FHLB advance: $ 22,000 $ 74,80C $ 132,02
Repurchase agreeme 8,90/ 6,68¢ 5,34¢
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings — 25,00( —
Total borrowings $ 4121 $  116,79¢ $ 147,68
Weighted average interest rate of FHLB advat 5.1(% 3.26% 4.28%
Weighted average interest rate of repurchase agnets 0.5(% 0.4<% 3.0(%
Weighted average interest rate of subordinatedrdabes 4.21% 4.38% 7.8%
Weighted average interest rate of FRB TAF Borrowi 0.25% 0.25% 0.0(%

Subsidiary Activities

The subsidiaries of the Company are the Bank, Nlatat and First Midwest Financial Capital Trustllhe Bank has one service
corporation subsidiary, First Services Financiahited (“First Services”). At September
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30, 2010, the net book value of the Bamkivestment in First Services was approximateli55200. The Bank organized First Services, ite
service corporation, in 1983. First Services autyehas no active operations. Meta Trust was skl third party on September 30, 2010.
impact to the financial results of the Companyadsiinal.

Meta Payment System® Division

Meta Financial, through the MPS division of its kauibsidiary, is focused on the electronic paymertastry and offers a
complement of prepaid cards, consumer credit prisdared other payment industry related productssandces that are marketed to consur
through financial institutions and other commereiatities. The products and services offered bysMRe generally designed to facilitate the
processing and settlement of authorized electrpaitsactions involving the movement of funds, sainhich were previously deposited at
the Bank. MPS offers specific product solutionshie following areas: (i) prepaid cards, (ii) comsr credit products, and (iii) ATM
sponsorship. MPS’ products and services gendiaifyet banks, card processors and third partiesmdrtiet and distribute the cards.

Each segment of MPS’ business is discussed genbeltbw. With respect to the segments, there eaa &ignificant amount of cross-
selling and cross-utilization of personnel and veses (e.g.,a client asks MPS to develop products for both @icepnd consumer credit
needs). As described elsewhere herein, the Bagswbjgct to restrictions set forth in the supemyjstirectives issued by the OTS. For further
discussion see “Regulation — Bank Supervision aeduiation — OTS Supervisory Directives and Reldfiadters.”

Prepaid Cards Prepaid cards take the form of credit card-sigedtics embedded with a magnetic stripe whicltodes relevant card
data (which may or may not include information atitie user and/or purchaser of such card). Whemdkder of such a card attempts a
permitted transaction, necessary information, idiclg the authorization for such transaction, isstidetween the “point of use” or “point of
sale” and authorization systems maintaining th@aetof record.

The funds associated with such cards are typitedlgt in pooled accounts at the Bank representiag@dgregate value of all cards
issued in connection with particular products aguams, further described below. The cards makvoa closed loop €.g.,the card will
only work at one particular merchant and will nairwanywhere else), a semi-closed lo@pd.,the card will only work at a specific set of
merchants such as a shopping mall), or open lodphvwihnction as a Visa, MasterCard, or Discovemndied debit card that will work wherever
such cards are accepted for payment. Most of MiRiaid cards are open-loop.

This segment of MPS’ business can generally baldivinto three categories: reloadable cards, nioadable cards, and
benefit/insurance cards. These programs are tfpaffiered via a third party relationship. We aneder restriction, by order of OTS, not to
enter into new third party relationships or ameahe absent prior approval. For further informatigee “Regulation — Bank Supervision and
Regulation — OTS Supervisory Directives and Reldfiadters.” Government benefits are another groveipglication for prepaid cards;
however, MPS has not focused on this category te. da

Reloadable Cards The most common reloadable prepaid card progempayroll cards, whereby an employee’s paysdbbaded to
the card by their employer utilizing direct deppeit General Purpose Reloadable (GPR) whereby eaedssually distributed by retailers and
can be reloaded an indefinite number of times gtqiaating retail load networks. Other examplésedoadable cards are travel cards which
are used to replace travelers checks and candedesl a predetermined number of times and tax edrdee a taxpayer’s refund, refund
anticipation loan, or preseason tax loan procesglplaced on the card. Reloadable cards are génepan loop cards that consumers can use
to obtain cash at ATMs or purchase goods and sssvidierever such cards are accepted for payment.

Non-Reloadable CardsNon-reloadable prepaid cards are sometimes reféorad disposable and may only be used until thewaat
funds initially loaded to the card have been extetisThese include gift cards, rebate cards, aochgtional or incentive cards. These cards
may be closed loop or open loop but are generallyamailable to obtain cash. Under certain cond&jdhese cards may be anonymous,
whereby no customer
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relationship is created and the identity of thedbatder is unknown. Except for gift cards, manyelwadable card programs are funded by a
corporation as a marketing expense rather than émmsumer funds.

Benefit/Insurance Cards Benefit/insurance cards are traditionally useeimployers and large commercial companies (such as
property insurers) to distribute benefits to pessentitled to such funds. Possible uses of beoafids could be the distribution of money for
qualified expenses related to an employer spondtexithle spending account program (FSA) or theritigtion of insurance claim proceeds to
insureds who have made a payable claim againstisting insurance policy. These cards are geneagen loop or semi-closed loop as in the
case of an FSA card that can only be used for fipthlinedical expenses.

Consumer Credit Productsin its belief that credit programs can help megitimate credit needs for prime and sub-primedwers,
and afford the Company an opportunity to diverdify loan portfolio and minimize earnings exposwre tb economic downturns, the
Company has offered certain credit programs tha¢wesigned to accomplish these objectives. Ocdle gtogram — iAdvance — was
eliminated at the direction of the OTS effectivetdder 13, 2010. Further, we may not offer taxteglgprograms, such as pre-season or refund
anticipation loans or refund transfer servicedsndl 2011 unless we receive prior approval fronSORs described elsewhere herein and in
our Form 8-K filed on December 2, 2010, we do muicpate offering tax loan or refund transfer mrangs in 2011. For further information,
see “Regulation — Bank Supervision and Regulatio®¥S Supervisory Directives and Related Matters.”

MPS strives to offer consumers innovative paymeotipcts, including credit products. Most creditguots will fall into one of two
general categories: (1) sponsorship lending angd&jolio lending. In a sponsorship lending mod¢R'S typically originates loans and sells
(without recourse) the resulting receivables todtipiarty investors equipped to take the associatedit risk. In portfolio lending, the Company
retains some or all receivables and relies on tneotwer as the underlying source of repayment.e&d\portfolio lending programs also have a
contractual provision that indemnifies MPS andBlaak for credit losses that meet or exceed preaéted levels. Such a program carries
additional risks not commonly found in sponsorgtiipgrams, specifically funding and credit risk. dén such programs, MPS typically utiliz
vendors to market and service the loans.

ATM SponsorshipMPS sponsors financial institutions into variouswarks to enable them to issue network-brandedtaeaiods and
accept cards issued by other financial institutiantheir ATM terminals. The division also spors&iTM independent sales organizations
(“1SOs”) into various networks and provides associated spshgs of encryption support organizations anditparty processors in suppor
the financial institutions and the ATM ISO sponsips. Sponsorship consists of the review and dylersf entities participating in debit and
credit networks. In certain instances, MPS alsodeatain leasehold interests in certain ATMs whigduire bank ownership and registration
for compliance with applicable state law.

While the Company believes that it has adoptectjgdiand procedures to manage and monitor theatssdant to this line of
business, and while the executives who manage ¢hgp@ny’s program have years of experience, no gtegacan be made that the Company
will not experience losses in this division.

The same restrictions applicable to third-partgtiehships as described above also apply to our Apdnsorship business; See
“Regulation — Bank Supervision and Regulation — CHifpervisory Directives and Related Matters.”

Regulation

The recent financial crisis has generated numdagislative proposals now under consideration bpgEess and the various federal
banking agencies. Some of these proposals woaliatically alter the financial landscape, from boplerational and regulatory points of
view, and could materially impact financial institins, including the Bank. At this time, no preada can be made when, whether, or to what
extent these proposals will be adopted into lawnegulatory policy. See “Risk Factors” which islimbed in Item 1A of this Annual Report on
Form 10-K.

Dodd-Frank Wall Street Reform and Consumer Protectiorct?of 2010 (“the Dodd-Frank Act”). In response to the current national and
international economic recession and to strengsiipervision of financial institutions and
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systemically important nonbank financial institutso Congress and the U.S. government have takarietyof actions, including the
enactment of the Dodd-Frank Act on July 21, 20TBe Dodd-Frank Act represents the most comprehertdignge to banking laws since the
Great Depression of the 1930s and mandates changeseral key areas: regulation and compliancéh(iaith respect to financial institutions
and systemically important nonbank financial conigs)y securities regulation, executive compensatiegulation of derivatives, corporate
governance, transactions with affiliates, depesitirance assessments and consumer protection.rtémihp for the Bank, the Dodd-Frank Act
also abolishes the OTS on July 21, 2011, and teasisfilemaking authority and regulatory oversighthie Office of the Comptroller of the
Currency (“OCC”) with respect to federal savingsks such as the Bank, and to the Board of Goverofothe Federal Reserve System with
respect to savings and loan holding companies, asithe Company. While the changes in the lawiregjby the Dodd-Frank Act will most
significantly have a major impact on large instidos, even relatively small institutions such assowill be affected.

Pursuant to the Dodd-Frank Act, the Bank will bbjsat to regulations promulgated by a new consynatection bureau housed
within the Federal Reserve, known as the Buredtioofsumer Financial Protection (the “Bureau” or “BC}- The Bureau will consolidate
rules and orders with respect to consumer finameizducts and services and will have substantiaigpdo define the rights of consumers and
responsibilities of lending institutions, such las Bank. The Bureau will not, however, examineugresvise the Bank for compliance with si
regulations; rather, based on its size, enforcemethtority will remain with the Bank’s primary fe@d regulator although the Bank may be
required to submit reports or other materials ®Bloreau upon its request. The date upon whicBtimeau will begin to exercise its authority
has been designated by the Secretary of the Treasululy 21, 2011.

With respect to MPS, the Dodd-Frank Act also cordai provision that requires the Federal Reseragldpt regulations setting
standards to determine whether an interchangehiased by a larger bank (i.e., one with assetsarerthan $10 billion) for debit card
transactions is “reasonable and proportional tactig incurred by the issuer with respect to thadaction.” Given the synergies and
interconnectivity between all parties in paymergteyns processing in the United States, this reauginé may mean that the Federal Reserve’s
limitations will apply to all participants in theasd market because the networks may determineytthgasame interchange to all issuers,
regardless of asset size.

The Dodd-Frank Act also included a provision thgipdements the Federal Trade Commission Act's ‘{#TeC Act”) prohibitions
against practices that are unfair or deceptivel&y prohibiting practices that are “abusive.” Ttdam has not yet been defined by
implementing regulations but, once it is defindah Bank will be required to evaluate all of its somer financial products and services to
ensure they are in compliance with this provision.

In addition, and among other legislative changeas e and the Bank will need to assess, the Doddik-Act requires us to: (1) be
subject to a new assessment model from the FDI€dbagon assets, not deposits (as described hef@jije subject to enhanced executive
compensation and corporate governance requirermamdg3) evaluate our capital compliance at thelihglcompany level due to our issuance
of trust preferred securities.

The extent to which the new legislation and exgtind planned governmental initiatives thereundiisweceed in ameliorating tight
credit conditions or otherwise result in an impmmeat in the national economy is uncertain. In tddj because most of the component parts
of the Dodd-Frank Act will be subject to intensagency rulemaking and subsequent public commemttbeenext several months, it is
difficult to predict the ultimate effect of the DddFrank Act on us or the Bank at this time. likely, however, that our operational expenses
will increase as a result of new compliance reguésts.

Emergency Economic Stabilization Act of 20.. On October 3, 2008, President Bush signed intatfesAEmergency Economic Stabilization
Act of 2008 (“EESA"), giving the US Treasury authgito take certain actions to restore liquiditydastability to the U.S. banking markets.
Based upon its authority in the EESA, a numbemrofjmms to implement the EESA have been announthdse programs include the
following:

e Capital Purchase Program (“CPPBursuant to this program, the US Treasury, on belithe US government, purchased up to ¢
billion of preferred stock, along with warrantsperchase common stock, from certain financial ingtins, including bank holding
companies, savings and loan holding
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companies and banks or savings associations nobtled by a holding company. The investment halivadend rate of 5% per year,
until the fifth anniversary of the US Treasury’s@stment and a dividend of 9% thereafter. The pamogwvas terminated and no new
investments could be made after October 3, 201€ithisk the Bank nor the Company participated ia giogram.

«  Temporary Liquidity Guarantee Program. That progcmntained both a debt guarantee component, whéhelFederal Deposit
Insurance Corporation (“FDIC”) guaranteed cert&nisr unsecured debt issued by eligible financisfiiutions, and a transaction
account guarantee component, whereby the FDICedsl®0% of non-interest bearing deposit transacet@mounts held at eligible
financial institutions, such as payment processitepunts, payroll accounts and working capital ant®through June 30, 2010. The
Bank opted out of both components of this programportantly, however, the Dodd-Frank Act requiadisnsured financial
institutions, such as the Bank, to provide sucldpets with FDIC insurance from December 31, 2014l December 31, 2012. This
protection will not apply to interest-bearing NO\Wtaunts or Interest on Lawyers Trust Accounts, hare The FDIC has not stated
that deposit insurance premiums will increase beeadi the provision.

Given the current international, national and ragleconomic climate, it is unclear what effect phevisions of the EESA will have
with respect to the profitability and operationsboth the Company and the Bank. In addition toBEESA, the US government, either through
the US Treasury or some other federal agency, nsayaalvance additional programs that could matgriaipact the profitability and
operations of both the Company and the Bank. @Heré of these governmental efforts to stabiliatianal and international markets could
have a material effect on the Company’s businésané€ial condition, results of operations or actegbhe credit markets.

S.A.F.E. Act RequirementsOn July 28, 2010, the OTS issued final rulesiing residential mortgage loan originators whe ar
employees of federal savings banks to meet thetratjon requirements of the Secure and Fair Eefoent for Mortgage Licensing Act of
2008 (the “S.A.F.E. Act”).The S.A.F.E. Act requires residential mortgage loaginators who are employees of regulated finaraistitutions
to be registered with the Nationwide Mortgage Liiag System and Registry, a database created yahference of State Bank Supervisors
and the American Association of Residential Morg&gpgulators to support the licensing of mortgaga loriginators by the states (the
“Registry”). Employees of regulated financial ihstions are generally prohibited from originatiregidential mortgage loans unless they are
registered. According to the final rule, due toi®as system modifications and enhancements redjtirenake the existing system capable to
accept Federal Registrants, the system is not ¢éeghéa be available to accept Federal Registragfter® January 2011. Individuals and
Institutions will be directed on how to proceedthg appropriate agency.

Incentive Compensation Regulatiofhe OTS issued on June 21, 2010 final guidaneasare that incentive compensation
arrangements at federal savings banks take intmuatcisk and are consistent with safe and sounitibg practices. The guidance was
designed to ensure that incentive compensatiomg@eraents appropriately tie rewards to longer-teenigpmance and do not undermine the
safety and soundness of the entity or create uridk®to the financial system. As a result of thisdance, the Company and the Bank will
incorporate the risks related to incentive compgmsanto their broader risk-management framework.

The Public-Private Partnership Investment Programlfegacy Assets Announced by the FRB and the FDIC on March 289 this
program consists of two plans (the Legacy Loan Rrogand the Legacy Securities Program) designeddist insured depository institutions
in the sale of certain assets. MetaBank will ragtipipate in either program.

USA Patriot Act of 2001.In October 2001, the USA Patriot Act of 2001 (tRatriot Act”) was enacted in response to theciest
attacks in New York, Pennsylvania and WashingtaG.Which occurred on September 11, 2001. Thed®#tct is intended to strengthen
U.S. law enforcement’s and the intelligence comriesii abilities to work cohesively to combat teison on a variety of fronts. The potential
impact of the Patriot Act on financial institutioogall kinds is significant and wide-ranging. TRatriot Act contains sweeping anti-money
laundering and financial transparency laws and sepwarious regulations, including standards fafyieg client identification at account
opening, and rules to promote cooperation amoranfiral institutions, regulators and law enforcememntities in identifying parties that may
involved in terrorism or money laundering. Amortger provisions, the Patriot Act requires finandmeititutions to have anti-money
laundering programs in place and
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requires banking regulators to consider a holdomggany’s effectiveness in combating money launderihen ruling on certain merger or
acquisition applications.

Sarbanes-Oxley Act of 20020n July 30, 2002, President Bush signed intotl@Sarbanes-Oxley Act of 2002 (the “SOA”). The
SOA is the most far-reaching U.S. securities ladgish enacted in many years, and includes manytauotdgse and disclosure-based
requirements. The stated goals of the SOA amed®ase corporate responsibility, to provide fdrated penalties for accounting and aud
improprieties at publicly traded companies andrtqrt investors by improving the accuracy andatglity of corporate disclosures pursuan
the securities laws. The SOA generally applieslitcompanies, both U.S. and nahS., that file or are required to file periodipoets with the
SEC under the Exchange Act.

Pursuant to Section 302 of the SOA, Meta Finarei@hief Executive Officer and Chief Financial Officare required to certify that
the Company’s quarterly and annual reports filethwhe SEC fairly present, in all material respgttte operations and conditions of Meta
Financial. In addition, as required by Section 40the SOA, management must make an assessmandirggthe effect of internal controls
financial reporting. Management's assessment@effectiveness of its internal control over fin@hceporting is included in Item 9A. This
Annual Report does not include an attestation tegpfdhe Company’s independent registered publamanting firm regarding internal control
over financial reporting. Management's reportas subject to attestation by the Company’s indepahdegistered public accounting firm
pursuant to the permanent exemption provided teeissthat are not “large accelerated filers” orctderated filers” under the Dodd-Frank Act.

Meta Financial has developed policies, procedunesraernal processes to ensure compliance witlsa. It is believed, however,
that the implementation of the SOA’s complianceuisgments will result in additional expense for B&inancial.

Credit Card Regulation. The Credit Card Accountability Responsibility abiclosure Act was signed into law on May 22, 200@
“Credit Card Act”). The Credit Card Act bans retetive rate increases, requires that bills be duless than 21 days from the time of mailing,
requires that credit card contracts be accessahileeninternet, and allows consumers to opt-ihéfytchoose to use a card issuer’s over-limit
protection. While certain open-end credit prograriithe Bank will be impacted by the Credit Card,Abe operational and financial impact to
the Bank will be immaterial. The Bank does noicpate that any of its open-end line of creditgnams will be discontinued or extensively
modified as a result of the Credit Card Act. Twidhe Bank’s credit card programs will have sigrdfit changes to the terms and conditions as
a result of the Credit Card Act. However, the act@ortfolio for these programs is relatively sineb any financial impact to the Bank due to
any modifications to these programs will be minimal

Gift card provisions in the Credit Card Act tookest on August 22, 2010. These provisions impase restrictions on the use of
expiration dates and fees on gift cards, includiath open-loop and closed-loop cards. Certainipimvs can also apply to general purpose
reloadable and promotional cards (i.e., reloadebids that are not marketed or labeled as giftssaads not marketed to the general public
and cards that are loyalty or award cards areutgest to the fee and expiration restrictions)a tfard is subject to the Credit Card Act’s fee
restrictions, then (1) fees cannot be imposed wishyear after the card was issued or within a gétar the cardholder’s last use, (2) only one
fee is permitted in any month, and (3) certainldsuares related to the fees and the timing of tingposition must be clearly and conspicuously
disclosed. If a card is subject to the Credit Gactls expiration provisions, then the card mustgtonsumers a reasonable opportunity to
purchase the card with at least five years remginimtil the card expiration date and the funds éohdnto such card must not expire before the
later of five years after the date on which thedasas issued or the card expiration date (if ayg.a result of these changes, we expect there
will be a reduction in the Company’s revenue ofragpnately $2.0 million in fiscal 2011.

The Homeowners Affordability and Stability Plan @8P”). Announced in February 2009, the HASP is a $75lhitdollar federal
program providing for loan modifications targetedyarrowers who are at risk of foreclosure becahe& incomes are not sufficient to meet
their mortgage payments. It is anticipated thist phogram will have minimal impact on the Company.
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Privacy. The Bank is required by statute and regulatiodisclose their privacy policies to its consumeard, on an annual basis, to
its customers. Pursuant to such privacy notitesBank’s customers may opt out of the sharindpeif tnonpublic personal information with
non-affiliated third parties. The Bank is alsoug&qd to appropriately safeguard its customerssgeal information.

Other Regulation The Bank is also subject to a variety of otlegutations with respect to their business operatinaluding, but not
limited to, the Truth in Lending Act, the Truth 8avings Act, the Equal Credit Opportunity Act, Electronic Funds Transfer Act, the Fair
Housing Act, the Home Mortgage Disclosure Act, fagr Debt Collection Practices Act, and the Faiedir Reporting Act. As discussed
below, any change in the regulations affectingBhak’s operations is not predicable and could affiee Bank’s operations and profitability.

Bank Supervision & Regulation

General. The Bank, a federal savings bank subsidiary efaMFinancial, a unitary savings and loan holdimgngany, is subject to
regulation, examination and supervision by both@i& and the FDIC. The Bank must file regular repwith the OTS, which regularly
inspects the Bank and its subsidiaries to evalilntie compliance with regulatory requirements dmlrtsafety and soundness. OTS and,
depending on the transaction, other bank regulatgencies also possess approval authority beferBahk may enter into certain transactions
such as mergers with or acquisitions of other fomrinstitutions. As discussed below, the Bardéposits are insured up to applicable limits
by the Depositors Insurance Fund (the “DIF”) whistadministered by the FDIC.

The Bank is also a member of the FHLB System amsdligect to certain limited regulation by the FRB.

Meta Financial currently has two wholly-owned sulimiies: the Bank, a federally chartered thriftitation; and First Midwest
Financial Capital Trust I, a statutory businessttnrganized under the Delaware Business Trust Act.

Regulatory authorities have been granted exterisaretion in connection with their supervisory amorcement activities which are
intended to strengthen the financial conditionhaf banking industry, including the imposition o$tréctions on the operation of an institution,
the classification of assets by the institutiord #me adequacy of an institution’s allowance f@mldosses. Typically, these actions are
undertaken due to violations of laws or regulationsonduct of operations in an unsafe or unsouadner.

Any change in the nature of such regulation andsight, whether by the OTS, the FDIC, the FRB giditively by Congress, could
have a material impact on Meta Financial or thekBamd their respective operations. The discussérrin of the regulatory and supervisory
structure within which the Bank operates is genanal does not purport to be exhaustive or a complescription of the laws and regulations
involved in the Bank'’s operations. The discuss#ogualified in its entirety by the actual laws aedulations.

Federal Regulation of the BankFederal law and regulation, including but notited to the Home Owners’ Loan Act and the related
regulations issued by the OTS, govern the actavivieall federal savings associations, includirggBank. For example, as discussed in further
detail below, certain lending authority for fedesalings associations (such as commercial, normaiséd real property and consumer loans) is
limited to a specified percentage of the assocdi&ioapital or assets.

The OTS has extensive supervisory and regulataiyosity over the operations of savings associatiohs part of this authority, the
Bank is required to file periodic reports with &S and is subject to periodic examination by tA&Oas discussed above. The last regular
examination of the Bank was conducted in late 2010.

OTS also has extensive enforcement authority dgseegulated institutions. This enforcement adthdncludes, among other things,
the power to compel higher reserves, the abilitggsess civil money penalties, the ability to isseese-and-desist or removal orders and the
ability to initiate injunctive actions. In gener#tiese enforcement actions may be initiated folations of laws and regulations and unsafe or
unsound practices. Other actions or inactions prayide the basis for enforcement action, includimgleading or untimely reports. The
federal banking agencies have adopted guidelirtableshing safety and soundness standards on sattbras
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loan underwriting and documentation, asset quaditynings standards, internal controls and audiesys, interest rate risk exposure and
compensation and other employee benefits. Gewegaly institution which fails to comply with theseandards must submit a compliance
plan. For further discussion, see “—Standard$S#ifety and Soundness” and —OTS Supervisory Direstand Related Matters,” herein.

In addition, the investment, lending and branclanthority of the Bank is prescribed by federal Eawd it is prohibited from engaging
in any activities not permitted by such laws. Ergample, a federal savings association is gengpelijitted to branch into any state or
multiple states subject to OTS approval.

The Bank’s general permissible lending limit to doogrower is equal to the greater of $500,000 &6 1% unimpaired capital and
surplus (except for loans fully secured by certeedily marketable collateral, in which case thigtlis increased to 25% of unimpaired capital
and surplus). At September 30, 2010, the Bankidifey limit under these restrictions was $12.0iomll The Bank is in compliance with this
lending limit.

OTS Supervisory Directive and Related Matteflhe Company has previously disclosed in a FoftBat it had received on Octot
6, 2010 a Supervisory Directive that clarified augplemented an initial Supervisory Directive dadegjust 31, 2010, which was followed by
communications and meetings between the OTS andrsaanagement of the Bank. The OTS supervisagctives arose from a
comprehensive examination of the Bank. The OTSbaget presented its final report of examinatiothte Bank.

The OTS Directives, based on OTS’ assessment @ahé’s third-party relationship risk, enterprisgkrmanagement, and rapid
growth (in the MPS segment), require the Bank tmiolthe prior written approval of the OTS Regiobéector to:

e enterinto any new third party relationship agreetaeoncerning any credit product, deposit prodinciuding prepaid access), or
automatic teller machine or materially amend arghsexisting agreements (except for amendmentshieae compliance with
applicable laws and regulations) or publicly annmriany new third party relationship agreements atenal amendments to existing
agreements;

e  originate, directly or through any third party, @mse tax refund anticipation loans or other loansmghhe expected source of
repayment is a tax refund; and

« offer an income tax refund transfer processingiserirectly or through any third party during @11 tax season.

Further, the Form 8-K stated that the OTS advisedruOctober 6 that it has determined that the Beglaged in unfair or deceptive
acts or practices in violation of Section 5 of Fezleral trade Commission Act and the OTS Advegi&egulation in connection with the
Bank’s operation of the iAdvance program, and resfuthe Bank to discontinue all iAdvance line ¢dit origination activity by October 13,
2010. The Form 8-K also indicated the OTS willr@dd in the future its expectations with respeceimbursement of borrowers under the
iAdvance program. The OTS has not yet informedfuts @xpectations regarding such reimbursement.

The Bank is contesting the OTS findings with respeche alleged unfair or deceptive alleged actgractices. We cannot predict at
this time the outcome, whether any reimbursemefinerwill be imposed on the Bank, or if imposedatvthe amount of such reimbursement
fine would be.
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It is customary, following the OTS’ examinationabank, for the OTS to issue a report of examinatibich requires the bank to
correct any deficiencies noted during the coursth@fexamination. Bank regulatory agencies su¢ha@®TS, which have broad discretionary
powers to enforce banking laws and regulations, atsy seek to take formal supervisory enforcemetiwm if such actions are necessary or
required. Under applicable laws, the OTS has Hiléyato impose substantial sanctions, restrictioand requirements on the Bank if it
determines, upon examination or otherwise, thdatimns of laws with which a bank must comply haeeurred, or weaknesses or failures
exist with respect to general standards of safetiysmundness. Applicable law prohibits disclosayr¢he institution of specific OTS
examination findings, although formal enforcemestiams are routinely disclosed by the regulatorthatities. If a bank regulatory agency
such as the OTS issues a formal order it may regquirrective steps, impose limits on activitiese§, prescribe lending parameters or impose
reporting requirements, and could conceivably negadditional capital to be raised. Often, coivecsteps result in increased compliance (
for internal and external resources. In many ¢gsagies and procedures must be revised by thigution and submitted to the regulatory
authority for approval within time frames prescdigy the regulatory authorities. Failure to adfterthe requirements of the actions, once
issued, can result in more severe restrictionme@ly, these enforcement actions can be liftdg after subsequent examinations substantiate
correction of the underlying deficiencies. Suckidencies may encompass any number of subjeatkjdimg risk management policies and
procedures, compliance with the Bank Secrecy Aberocompliance rules, as well as other bank regylaequirements. The OTS will
typically seek to have a bank take corrective astiwith respect to any deficiencies identifiedha teport of examination. With respect to our
exam, we cannot predict with certainty the subjétas will be addressed and the means used towttiese corrections. See Item 1A. Risk
Factors — “Risks Related to Our Industry and Bussne- difficult economic and market conditions hadeersely affected our industry” and
“Risks Related to the Company’s Business — We capreglict the possibility of future regulatory axti”

Insurance of Accounts and Regulation by the FDT@Ge Bank is a member of the DIF, which is admimedeby the FDIC. Deposits
are insured up to applicable limits by the FDIC andh insurance is backed by the full faith andlitref the United States Government. As
insurer, the FDIC imposes deposit insurance premiand is authorized to conduct examinations oftamdquire reporting by FDIC-insured
institutions. It also may prohibit any FDIC-insdristitution from engaging in any activity the KDtletermines by regulation or order to pose
a serious risk to the DIF. The FDIC also has atithto initiate enforcement actions against any&insured institution after giving its
primary federal regulator the opportunity to taketsaction, and may terminate the deposit insuréritdetermines that the institution has
engaged in unsafe or unsound practices or is imaafe or unsound condition.

The FDIC imposes an assessment against all depositditutions for deposit insurance. This asses#ns based on the risk category
of the institution and, prior to 2009, ranged fréiwe to 43 basis points of the institution’s defiesirhe FDIC issued a final rule on December
22, 2008, that raised the current deposit insurassessment rates uniformly by seven basis pamesrange from 12 to 50 basis points)
effective for the first quarter 2009. On February 2009, the FDIC issued a final rule that chantpedcalculation of FDIC insurance rates
beginning in the second quarter of 2009. Underrhies, the FDIC first establishes an institutiomigial base assessment rate. This initial base
assessment rate ranges, depending on the riskocatefthe institution, from 12 to 45 basis poiriisie FDIC then adjusts the initial base
assessment (higher or lower) to obtain the tota¢ l@@sessment rate. The adjustment to the indtts Bssessment rate is based upon an
institution’s levels of unsecured debt, securebiliides, and brokered deposits. The total basessssent rate currently ranges from seven to
77.5 basis points of the institution’s deposits.

Adequately capitalized banks cannot normally paydeéinds or make any capital contributions that widehve it undercapitalized;
they cannot pay a management fee to a controliémgagm if, after paying the fee, it would be undpitadized; and they cannot accept, renew or
roll over any brokered deposit unless the bankdpadied for and been granted a waiver by the FDIQer a new interest rate restriction rule
that became effective in January 2010, the FDICdedimed the “national rate” for all interest-bemyideposits held by less-than-well
capitalized institutions as “a simple average tdsgaid by all insured depository institutions anahches for which data are availalkdeitl ha
stated that its presumption is that this natioat# is the prevailing rate in any market. As sless-than-well capitalized institutions generally
may not pay an interest rate in excess of the malti@te plus 75 basis points.
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Undercapitalized banks may not accept, renew twvet brokered deposits, and are subject to reistnis on the soliciting of deposits
over prevailing rates. In addition, undercapitadibanks are subject to certain regulatory regirist These restrictions include, among others,
that such a bank generally may not make any cagig&ibutions, must submit an acceptable capésiaration plan to the FDIC, may not
increase its average total assets during a calepdater in excess of its average total assetsigltine preceding calendar quarter unless any
increase in total assets is consistent with a ahggstoration plan approved by the FDIC and thekIsaratio of equity to total assets increases
during the calendar quarter at a rate sufficiergrtable the Bank to become adequately capitaliztdnaa reasonable time. In addition such
banks may not acquire a business, establish oiiracgbranch office or engage in a new line of bess without regulatory approval. In
addition, as part of a capital restoration plar, @ompany must generally guarantee that the balhkettirn to adequately capitalized status
provide appropriate assurances of performanceadfgharantee. If a capital restoration plan isapgtroved, or if the bank fails to implement
the plan in any material respect, the bank woulttésted as if it were “significantly undercapitad,” which would result in the imposition of
a number of additional requirements and restristiol should also be noted that all FDIC insurestifutions are assigned an assessment risk.
In general, weaker banks (those with a higher assest risk) are subject to higher assessmentssthamger banks. An adverse change in
category can lead to materially higher expensemBured institutions. Finally, bank regulatoryeagies have the ability to seek to impose
higher than normal capital requirements known d&/idual minimum capital requirements (“IMCR”) famstitutions with higher risk profiles.

If the Bank’s capital status — now well-capitalizedchanges as a result of future operations orlaggny order, the company'’s financial
condition or result of operations could be adversdlected. See “ — OTS Supervisory Directives Redated Matters.”

The FDIC announced on November 12, 2009, that @tsdepository institutions were required to prefhage years of deposit
insurance premiums on December 30, 2009. Undeawutbethe prepaid amount was based on an estiofidihe institution’s assessment rate in
effect on September 30, 2009, its third quarter2@sessment base, and an estimated rate of iadnedmt assessment base. MetaBank was
assessed $4.1 million. At September 30, 2010B#r’s risk category assignment required a payroeh#.36 cents per $100 of assessable
deposits.

Under the Dodd-Frank Act, a permanent increagkeposit insurance was authorized to $250,000 (@msier coverage had previously
been temporarily raised to that level until Decenlis 2013). The coverage limit is per deposiper, insured depository institution for each
account ownership category.

The Dodd-Frank Act also set a new minimum DIF reseatio at 1.35% of estimated insured depositse ADIC is required to attain
this ratio by September 30, 2020. In addition,Bleeld-Frank Act will have a significant impact dretcalculation of deposit insurance
assessment premiums going forward. Specificdily,Dodd-Frank Act generally requires the FDIC thrgethe deposit insurance assessment
base for an insured depository institution as anwarnequal to the institution’s average consoliddteal assets during the assessment period
minus average tangible equity. The FDIC has issupbposed rulemaking that implements this changlee assessment calculation but has
said that the new assessment rate schedule stesuild in the collection of assessment revenueishegiproximately revenue neutral even
though the new assessment base under Dodd-Frarik lactier than the current assessment base. Beddihis change, the new proposed
assessment rates are lower than current ratesaagd generally from 2.5 basis points to 45 badistpo Notably, there is a separate insurance
assessment rate schedule that has been propodadyfarinstitutions (i.e., institutions with atk& $10 billion in assets).

The proposed FDIC rules also provide the FDIC'srBadth the flexibility to adopt actual rates treat higher or lower than the total
base assessment rates adopted without notice amdeat if certain restrictions are met.

DIF-insured institutions pay a Financing Corporat{tFICO”") assessment in order to fund the inteogsbonds issued to resolve thrift
failures in the 1980s. For the fourth quarter @@, the FICO assessment was equal to 1.04 badsits por each $100 in domestic deposits.
These assessments will continue until the bondsmaat 2019.

Under the Federal Deposit Insurance Act (“FDIARe tFDIC may terminate deposit insurance upon arfinthat the institution has
engaged in unsafe or unsound practices, is in aafarr unsound condition to continue operationsas violated any applicable law,
regulation, rule, order or condition imposed by BRC or the OTS. Management of the Bank doeknotv of any practice, condition or
violation that might lead to termination of depdagurance.
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AssessmentsAs a federal savings bank, the Bank is requioguhy assessments to the OTS to fund its opegtiBaid semi-
annually, these assessments are based upon tihatims's total assets, including consolidated sdiasies, as reported in the Bank’s latest
quarterly financial report, its general financiahdition and the complexity of the Bank’s portfolio

Regulatory Capital Requirementd=ederally insured financial institutions, suahtlae Bank, are required to maintain a minimumlleve
of regulatory capital. These capital requiremenddate that an institution maintain at least thewing ratios: (1) a core (or Tier 1) capita
adjusted total assets ratio of 4% (which can baaed to 3% for highly rated institutions); (2) afTiL capital to risk-weighted assets ratio of
4%; and (3) a risk-based capital to risk-weightsskess ratio of 8%. Core (Tier 1) capital is dedilms common stockholders’ equity (including
retained earnings), certain noncumulative perpgiteferred stock and related surplus and minonitgstments in equity accounts of
consolidated subsidiaries, less intangibles ottemn tertain mortgage servicing rights and credit calationships. Supplementary capital is
currently defined to include cumulative preferréack, long-term perpetual preferred stock, mandatonvertible securities, subordinated debt
and intermediate preferred stock, the allowancédfn and lease losses limited to a maximum of%.25risk-weighted assets and up to 45%
of unrealized gains on available-for-sale equitgusities with readily determinable fair market vedu Overall, the amount of supplementary
capital included as part of total capital cannateed 100% of core capital.

Generally, in meeting the tangible, leverage asklbased capital standards, federal savings asismsanust deduct investments in
and loans to subsidiaries engaged in activitigzriasipal that are not permissible for a natiorahk. If a subsidiarg activities are permitted
a national bank, that subsidiary’s assets are gyieonsolidated with those of the parent’s oina-for-line basis.

Capital requirements in excess of the standard®ghtabove may be imposed on individual instdns on a case-bgase basis upor
determination that the association’s capital léser may become inadequate in light of the paldicaircumstances. The OTS and the FDIC
are generally permitted to take enforcement acgeainst a savings bank that fails to meet its abptjuirements. Such action may include
restrictions on operations and banking activitiee,imposition of a capital directive, a cease-dadist order, civil money penalties, or more
stringent measures such as the appointment of seoaator or receiver or a forced merger with anoithetitution.

As of September 30, 2010, the Bank exceeded &b ogulatory capital requirements with core, ithtegand risk-based capital ratios
of 7.29%, 7.29% and 18.80% respectively, and wagdated as “well-capitalized” under federal guites. See Note 15 of the “Notes to
Consolidated Financial Statements,” which is ineldich Part II, Item 8 “Consolidated Financial Staéats and Supplementary Data” of this
Annual Report on Form 10-K.

Prompt Corrective Action Federal banking regulators are authorized andieucertain circumstances, required to take cedetions
against banks that fail to meet their capital rezmients. Effective December 19, 1992, the fedmaking agencies were given additional
enforcement authority with respect to undercagi¢alidepository institutions. Under the regulatj@rsinstitution is deemed to be (a) “well
capitalized” if it has total risk-based capitalldf.0% or more, has a Tier 1 risk-based capitad 1@ti6.0% or more, has a Tier 1 leverage capital
ratio of 5.0% or more and is not subject to anyeomt final capital directive to meet and maintaispecific capital level for any capital
measure; (b) “adequately capitalized” if it hastal risk-based capital ratio of 8.0% or more, erTi risk-based capital ratio of 4.0% or more
and a Tier 1 leverage capital ratio of 4.0% or n{8:8% under certain circumstances) and does net the definition of well capitalized; (c)
“undercapitalized” if it has a total risk-based italratio that is less than 8.0%, a tier 1 rislsdx capital ratio that is less than 4.0% or a Tier
leverage capital ratio that is less than 4.0% (3uBfder certain circumstances); (d) “significanthdercapitalized” if it has a total risk-based
capital ratio that is less than 6.0%, a Tier 1-bslsed capital ratio that is less than 3.0% orea Tileverage capital ratio that is less than 3.0%;
and (e) “critically undercapitalized” if it has atio of tangible equity to total assets that isada or less than 2.0%. In certain situations, a
federal banking agency may reclassify a well céipd institution as adequately capitalized and meguire an adequately capitalized or
undercapitalized institution to comply with supesy actions as if the institution were in the nexter category.

The federal banking agencies are generally requiréake action to restrict the activities of amercapitalized,” “significantly
undercapitalized” or “critically undercapitalizedank. Any such bank must submit a capital restmmgilan that is guaranteed by the parent
holding company. Until such plan is approved, &ynmot increase its assets, acquire another itistittestablish a branch or engage in any
activities, and
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generally may not make capital distributions. Baeking regulators are authorized to impose additicestrictions, discussed below, that are
applicable to significantly undercapitalized instiibns.

Any institution that fails to comply with its capltplan or is “significantly undercapitalizedid, Tier 1 riskbased or core capital rati
of less than 3% or a risk-based capital ratio s nan 6%) must be made subject to one or maaddifional specified actions and operating
restrictions mandated by the Federal Deposit Insg&orporation Improvement Act of 1991 (“FDICIA"These actions and restrictions
include requiring the issuance of additional votiggurities; limitations on asset growth; mandateskt reduction; changes in senior
management; divestiture, merger or acquisitiorhefassociation; restrictions on executive compé@rsaand any other action the OTS deems
appropriate. An institution that becomes “critigalndercapitalized” is subject to further mandgtastrictions on its activities in addition to
those applicable to significantly undercapitalizsdociations. In addition, the appropriate bankégglator must appoint a receiver (or
conservator with the FDIC’s concurrence) for artifnon, with certain limited exceptions, withid@ays after it becomes critically
undercapitalized. Any undercapitalized institutisralso subject to other possible enforcemenbastiincluding the appointment of a receiver
or conservator. The appropriate regulator is glswerally authorized to reclassify an institutiotoia lower capital category and impose
restrictions applicable to such category if theiingon is engaged in unsafe or unsound practicds in an unsafe or unsound condition.

Institutions must file a capital restoration plaithithe OTS within 45 days of the date it receige®tice from the OTS that it is
“undercapitalized,” “significantly undercapitaliz&dr “critically undercapitalized.” Compliance thia capital restoration plan must be
guaranteed by a parent holding company. In additiee OTS is permitted to take any one of a nurobediscretionary supervisory actions,
including but not limited to the issuance of a talpdirective and the replacement of senior exgeutifficers and directors.

The imposition of any of these measures on the Baaik have a substantial adverse effect on it anth@Company’s operations and
profitability. Meta Financial shareholders do hawe preemptive rights and, therefore, if Meta Raia is directed by the OTS or the FDIC to
issue additional shares of Common Stock, such igsumay result in the dilution in shareholders’ceatage of ownership of Meta Financial.

Institutions in Troubled Condition.Certain events, including entering into a fornvaktten agreement with a bank’s regulator that
requires action to improve the bank’s financialdition, or simply being informed by the regulatbat the bank is in troubled condition, will
automatically result in limitations on so-callecbtden parachutedgreements pursuant to Section 18(K) of the FOMaddition, organizatior
that are in troubled condition must give 30 dayitem notice before appointing a Director or Serfitgecutive Officer, pursuant to Section 32
of the FDIA.

Branching by Federal Savings AssociationGenerally, subject to OTS approval, federalsgsibanks like the Bank are able to
branch nationwide without state law interferen@ammunity Reinvestment Act performance is asse$srtiever, and could be the basis for
the denial of branching (or other) applicationsmiited to the OTS by a federal savings bank.

Standards for Safety and Soundnedse federal banking agencies have adoptethteeagency Guidelines Establishing Standards
for Safety and Soundne. The guidelines establish certain safety and doess standards for all depository institutionke ®perational and
managerial standards in the guidelines relatedddhowing: (1) internal controls and informatiggstems; (2) internal audit systems; (3) loan
documentation; (4) credit underwriting; (5) intereste exposure; (6) asset growth; (7) compensalé@s and benefits; (8) asset quality; anc
earnings. Again, rather than providing specifiesuthe guidelines set forth basic compliance icemations and guidance with respect to a
depository institution. Failure to meet the staddan the guidelines, however, could result irguest by the OTS to the Bank to provide a
written compliance plan to demonstrate its efftotsome into compliance with such guidelines.

Limitations on Dividends and Other Capital Distrilans. The OTS imposes various restrictions on savagg®ciations with respect
to their ability to make distributions of capitalhich include dividends, stock redemptions or repases, cash-out mergers and other
transactions charged to the capital account. Th® &lso prohibits a savings association from deweor paying any dividends or from
repurchasing any of its stock if, as a
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results of such action, the regulatory capitahef &ssociation would be reduced below the amogpined to be maintained for the liquidation
account established in connection with the Bankisual to stock conversion.

Savings institutions such as the Bank may makeaadalistribution without the approval of the OT8pvided they notify the OTS
days before they declare the capital distributiod they meet the following requirements: (i) hawegulatory rating in one of two top
examination categories; (ii) are not of supervismycern, and will remain adequately or well-cdfzeal, as found in the OTS prompt
corrective action regulations, following the propddglistribution; and (iii) the distribution doestrexceed their net income for the calendar
yea-to-date plus retained net income for the previmuscalendar years (less any dividends previoualgl)p If a savings institution does not
meet the above state requirements, it must obtén g@pproval of the OTS before declaring any psgzbdistributions.

The OTS has the authority, however, to prohibit@psed capital distribution that would otherwisepermitted by regulation if it
determines that such distribution would be an wnsafunsound activity. The Bank is also subjeadrain restrictions on dividends as a result
of its conversion from the mutual form of ownership

Qualified Thrift Lender Test All savings associations, including the Banle aquired to meet a qualified thrift lender (“Q7lt&st tc
avoid certain restrictions on their operations.isThst requires a savings association to haveaat 65% of its portfolio assets (as defined by
regulation) in qualified thrift investments (prinilguresidential mortgages and related investméantduding certain mortgagbacked securitie
on a monthly average for nine out of every 12 memth a rolling basis or meet the requirements fdoraestic building and loan association
under the Internal Revenue Code. Under eitherttestrequired assets primarily consist of residéhbusing related to loans and investme
At September 30, 2010, the Bank met the test amdyal has since its effectiveness.

Any savings association that fails to meet the @34t must convert to a national bank charter, gntegualifies as a QTL within one
year and thereafter remains a QTL, or limits it&/ m@vestments and activities to those permissibiebbth a savings association and a nati
bank. In addition, the association is subjectatiamal bank limits for payment of dividends andrirhing authority. If such association has
requalified or converted to a national bank witthiree years after the failure, it must divestmlestments and cease all activities not
permissible for a national bank.

Community Reinvestment ActUnder the Community Reinvestment Act (“CRA”)eey FDIC-insured institution has a continuing &
affirmative obligation consistent with safe and sgdanking practices to help meet the credit neéis entire community, including low- and
moderate-income neighborhoods. The CRA does nabksh specific lending requirements or prograordihancial institutions nor does it
limit an institution’s discretion to develop theps of products and services that it believes es¢ duited to a particular community. The CRA
requires the OTS, in connection with the examimatibthe Bank, to assess the institution’s recdneh@eting the credit needs of its community
and to take such record into account in its evadnaif certain applications, such as a merger erttablishment of a branch by the instituti
An unsatisfactory rating may be used as the basith& denial of such an application. The Bank exemmined for CRA compliance in Octol
2007 and received a satisfactory rating.

Interstate Banking and Branchind.he FRB may approve an application of an adequatgiitalized and adequately managed bank
holding company to acquire control of, or acquite@asubstantially all of the assets of, a bantated in a state other than such holding
company’s home state, without regard to whethetriresaction is prohibited by the laws of any stdtegeneral, the FRB may not approve the
acquisition of a bank that has not been in exiggdacthe minimum time period (not exceeding fiveays) specified by the statutory law of the
host state or if the applicant (and its depositosyitution affiliates) controls or would controlare than 10% of the insured deposits in the
United States or 30% or more of the deposits irtdhget bank’s home state or in any state in wthiehtarget bank maintains a branch. lowa
has adopted a five year minimum existence requinétme

The federal banking agencies are also generallyoazed to approve interstate merger transactiatisout regard to whether such
transaction is prohibited by the law of any stdtgterstate acquisitions of branches or the esthivient of a new branch is permitted only if the
law of the state in which the branch is locatedmptsr
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such acquisitions. Interstate mergers and branghisitions are also subject to the nationwide datbwide insured deposit concentration
amounts described above. lowa permits interstateching only by merger.

Transactions with Affiliates.The Bank must comply with Sections 23A and 23Bhef Federal Reserve Act relative to transactions
with “affiliates,” generally defined to mean anyngpany that controls or is under common control whth institution (as such, Meta Financial
is an affiliate of the Bank for these purposesjanBactions between an institution or its subsieaand its affiliates are required to be on terms
as favorable to the Bank as terms prevailing atithe for transactions with nonaffiliates. In atiluli, certain of these transactions, such as
loans to an affiliate, are restricted to a perogataf the institutions’ capitald.g.,the aggregate amount of covered transactions with a
individual affiliate is limited to 10% of the capltand surplus of the institution; the aggregatewam of covered transactions with all affiliates
is limited to 20% of the institution’s capital aedrplus). In addition, a savings and loan holdiogpany may not lend to any affiliate engaged
in activities not permissible for a savings anchibalding company or acquire the securities of naffiifates. The OTS has the discretion to
treat subsidiaries of savings institutions asiatfils on a case-by-case basis.

On April 1, 2003, the Federal Reserve’s RegulatMirwhich comprehensively amends sections 23A aild&f3he Federal Reserve
Act, became effective. The Federal Reserve ActRegllation W are applicable to the Bank. The Ragun unifies and updates staff
interpretations issued over the years, incorporsggsral new interpretive proposals (such as tfglahen transactions with an unrelated third
party will be attributed to an affiliate) and adsses new issues arising as a result of the expaudge of non-banking activities engaged in by
banks and bank holding companies in recent yeatsathorized for financial holding companies untther Financial Services Modernization
Act of 1999.

The Dodd-Frank Act also included specific changethé law related to the definition of “coverednisaction” in Sections 23A and
23B and limitations on asset purchases from insidg¥ith respect to the definition of “covered tsaantion,” the Dodd-Frank Act now defines
that term to include the acceptance of debt obbgatissued by an affiliate as collateral for akisupan or extension of credit to another
person or company. In addition, a “derivative s@etion” with an affiliate is now deemed to be avered transaction” to the extent that such a
transaction causes a bank or its subsidiary to haredit exposure to the affiliate. A separatevigion of the Dodd-Frank Act states that an
insured depository institution may not “purchaseaaset from, or sell an asset to” a bank insideth@ir related interests) unless (1) the
transaction is conducted on market terms betweepadities, and (2) if the proposed transactionesprts more than 10 percent of the capital
stock and surplus of the insured institution, i baen approved in advance by a majority of thititi®n’s non-interested directors.

Certain transactions with directors, officers ontrolling persons are also subject to conflictraérest regulations. These conflict of
interest regulations and other statutes also impesteictions on loans to such persons and thkte@ interests. Among other things, such
loans must be made on terms substantially the sanm@r loans to unaffiliated individuals and must areate an abnormal risk of repayment or
other unfavorable features for the Bank.

Federal Home Loan Bank SysteriThe Bank is a member of the FHLB, one of 12aegl FHLBS that administers the home financ
credit function of savings associations that igettito supervision and regulation by the Fede@lsihg Finance Agency. All advances from
the FHLB are required to be fully secured by sigéfit collateral as determined by the FHLB. In &ddj all long-term advances must be used
for residential home financing.

As members of the FHLB System, the Bank is requioggurchase and maintain activity-based capitalksin the FHLB in the
amount of 4.45% to support outstanding advancesrarthage loans. At September 30, 2010, the Badkitnthe aggregate $5.3 million in
FHLB stock, which was in compliance with this regument. For the fiscal year ended September 3M),2vidends paid by the FHLB to the
Bank totaled $138,000.

Under federal law, the FHLBs are required to prevignds for the resolution of troubled savings asgmns and to contribute to low-
and moderately priced housing programs througtctioans or interest subsidies on advances tardetedmmunity investment and low- and
moderateéncome housing projects. These contributions ladfected adversely the level of FHLB dividends paindi could continue to do sc
the future. These contributions could also havadrerse effect on the value of FHLB stock in tieife. A reduction in
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value of the Bank’s FHLB stock may result in a esponding reduction in the Bank’s capital. In &ddi the federal agency that regulates the
FHLBs has required each FHLB to register its stwitk the SEC, which will increase the costs of eBetiB and may have other effects that
are not possible to predict at this time.

Federal Securities Law.The common stock of Meta Financial is registexiti the SEC under the Exchange Act, as amendegta M
Financial is subject to the information, proxy siétion, insider trading restrictions and otheguigements under the Exchange Act.

Meta Financial's stock held by persons who ardiaffis (generally officers, directors and principtckholders) of the Company may
not be resold without registration unless solddocedance with certain resale restrictions. If #Einancial meets specified current public
information requirements, each affiliate of the @amy, subject to certain requirements, will be ablsell, in the public market, without
registration, a limited number of shares in angé&month period.

Holding Company Supervision & Regulation

Meta Financial is a unitary savings and loan hgdiompany within the meaning of the Home OwnersiiLéct. (Meta Financial
deregistered as a bank holding company once it iaththe sale of MetaBank WC in the spring of 2D08s such, it is registered with the
Office of Thrift Supervision and is subject to Ofegjulations, examinations, supervision, reporteguirements and regulations concerning
corporate governance and activities. The OTS regyayment of a semi-annual assessment whichdiesla $3,000 base assessment with an
additional assessment based upon the holding coyigoask or complexity, organizational form and dition.

Pursuant to federal law, a savings and loan holdargpany may not, directly or indirectly: (i) acopicontrol of a savings institution
without prior OTS approval; (ii) through one or reasubsidiaries, acquire more than 5% of the vatbogk of another savings institution, or
holding company, without the prior written approeéthe OTS; (iii) acquire through merger, consatidn or purchase of assets of another
savings institution (or holding company thereofjheut prior OTS approval, or (iv) acquire contrblam uninsured institution. When
considering applications made by holding compatues the OTS must consider the financial and nganial resources and future prospects of
the company and institution(s) involved, the effefcthe potential acquisition on the DIF, the cameace and needs of the community and
competitive issues.

Failure to Meet QTL Testlf a banking subsidiary of a savings and loan hmjdiompany fails to meet the QTL test, the holding
company must register with the FRB as a bank hgldompany within one year of the savings instituSdailure to comply.

Acquisition of Control Under the Change in Bank Control Act, a notiaeshbe submitted to the OTS if any person (defiioed
include both individuals and corporate entitiesyayup of persons acting in concert seeks to aequintrol of a savings and loan holding
company or its depository institution subsidia®n acquisition of control can occur upon the acitiois of 10% or more of the voting stock of
a savings and loan holding company or savingstuttn subsidiary or as otherwise defined by theSOThis presumption of control at the
10% level of ownership of voting securities canrélyutted with a submission to the OTS prior todbequisition of stock or the occurrence of
any other circumstance giving rise to such presionpt

Pursuant to the CIBC Act, the OTS has 60 days ftwarfiling of a complete notice to act; taking imtonsideration certain factors,
including the effect the acquisition could havetioa depositors or the public, the competitive é¢ffexf the acquisition and the financial and
managerial resources of the acquirer. Any compukagmed to be in “control” would then be subjeatetgulation as a savings and loan holding
company and subject to registration with the OT& thie agency’s registration, examination and reguia

Pursuant to the Dodd-Frank Act, as described puslyoit is expected that the Federal Reservehaille jurisdiction over the
Company (and that the OCC will have jurisdictiorenthe Bank) upon the merger of OTS into the OCC.
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Federal and State Taxation

Federal Taxation. Meta Financial and its subsidiaries file consat@dl federal income tax returns on a fiscal yeaishasing the
accrual method of accounting. In addition to thgular income tax, corporations, including savibgeks such as the Bank, generally are
subject to a minimum tax. An alternative minimwam ts imposed at a minimum tax rate of 20% on a#tive minimum taxable income, whi
is the sum of a corporation’s regular taxable ineqmith certain adjustments) and tax preferencastdess any available exemption. The
alternative minimum tax is imposed to the exteetxiteeds the corporatiategular income tax and net operating losses ffsetmo more tha
90% of alternative minimum taxable income.

To the extent earnings appropriated to a savingk’sdad debt reserves and deducted for federahiiectax purposes exceed the
allowable amount of such reserves computed un@eexperience method and to the extent of the bamigplemental reserves for losses on
loans (“Excess”), such Excess may not, without eslvéax consequences, be utilized for the paymfecdsh dividends or other distributions to
a shareholder (including distributions on redemptitissolution or liquidation) or for any other pose (except to absorb bad debt losses). As
of September 30, 2010, the Bank’s Excess for tapques totaled approximately $6.7 million.

lowa Taxation. The Bank files lowa franchise tax returns. Mgi@ancial and First Services Financial, a subsydidithe Bank file a
consolidated lowa corporation tax return on a figear-end basis.

lowa imposes a franchise tax on the taxable incohmeutual and stock savings banks and commercigt$aThe tax rate is 5%,
which may effectively be increased, in individuakes, by application of a minimum tax provisioraxdble income under the franchise tax is
generally similar to taxable income under the fatleorporate income tax, except that, under thalfranchise tax, no deduction is allowed
lowa franchise tax payments and taxable incomeides interest on state and municipal obligatidngerest on U.S. obligations is taxable
under the lowa franchise tax and under the fedenglorate income tax. The taxable income for Ién@achise tax purposes is apportioned to
lowa through the use of a one-factor formula cdimgjsof gross receipts only.

Taxable income under the lowa corporate incomastgenerally similar to taxable income under thegefal corporate income tax,
except that, under the lowa tax, no deductionlésedd for lowa income tax payments; interest fraatesand municipal obligations is included
in income; interest from U.S. obligations is exa@ddrom income; and 50% of federal corporate inctemepayments are deductible from
income. The lowa corporate income tax rates réroym 6% to 12% and may be effectively increasedndividual cases, by application of a
minimum tax provision.

South Dakota Taxation.The Bank and Meta Trust Company file a consafide&8outh Dakota franchise tax return due to their
operations in Sioux Falls and Brookings. The Sddkota franchise tax is imposed on depositonyitintgins and trust companies. Meta
Financial and the Bank’s subsidiaries are therefiotesubject to the South Dakota franchise tax.

South Dakota imposes a franchise tax on the taxabtene of depository institutions and trust coniparat the rate of 6%. Taxable
income under the franchise tax is generally simdalaxable income under the federal corporatenmetax, except that, under the South Da
franchise tax, no deduction is allowed for statmime and franchise taxes, income from municipabatibns exempt from federal taxes are
included in the franchise taxable income, and tieeeededuction allowed for federal income taxesw@ed for the fiscal year. The taxable
income for South Dakota franchise tax purposegpj®eioned to South Dakota through the use of eetliactor formula consisting of tangible
real and personal property, payroll and gross psei

Delaware Taxation. As a Delaware holding company, Meta Financiaixempted from Delaware corporate income tax bredgsirec
to file an annual report with and pay an annualéethe State of Delaware. Meta Financial is algioject to an annual franchise tax impose
the State of Delaware.
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Competition

The Company’s retail banking operation faces strmomgpetition, both in originating real estate atttko loans and in attracting
deposits. Competition in originating real estagenis comes primarily from commercial banks, savirayiks, credit unions, captive finance
companies, insurance companies, and mortgage Izameking loans secured by real estate locatedeiCtmpanys market area. Commerc
banks and credit unions provide vigorous competitioconsumer lending. The Company competes fdragtate and other loans principally
on the basis of the quality of services it provitieborrowers, interest rates and loan fees itggmrand the types of loans it originates.

The Company'’s retail banking operation attractsogdép through its retail banking offices, primarfilpm the communities in which
those retail banking offices are located; therefooenpetition for those deposits is principallyrfr@ther commercial banks, savings banks,
credit unions and brokerage offices located insém®me communities. The Company competes for thegsesits by offering a variety of deposit
accounts at competitive rates, convenient businesss, and convenient branch locations with intambh deposit and withdrawal privileges at
each.

The Company’s payment systems division serves m&tonationally and faces competition from largeowrcial banks and
specialty providers of electronic payments procgsaind servicing, including prepaid, debit, andlitreard issuers, ACH processors, and A
network sponsors. Many of these national playexsaggressive competitors, leveraging relationsaipseconomies of scale.

Employees

At September 30, 2010, the Company and its subi@dihad a total of 415 full-time equivalent emmeg. The Company’s
employees are not represented by any collectivgair@ing group. Management considers its emplogkgions to be good.

Executive Officers of the Company Who Are Not Diretors

The following information as to the business exgece during the past five years is supplied witpeet to the executive officers of
the Company who do not serve on the Company’s Bobfirectors. There are no arrangements or utalelings between such persons
named and any persons pursuant to which such iffigere selected.

Mr. Troy Moore lll, age 42, is Executive Vice Prdsit and Chief Operating Officer of the Company tiredBank after being
appointed to the position on June 27, 2005. Irtimahg Mr. Moore is a member of the Executive Cortiggs for both the Company and the
Bank. Mr. Moore had been the president of the G¢ihdiva Market of the Bank, a position he had rsdftte 1998. He joined the Bank in 1997
as a Vice President in the Central lowa Marketvieresly, Mr. Moore served as District Representatind District Manager for Maytag for 7
years. Mr. Moore received a Bachelor of Businegdmistration degree from lowa State University, dsnlowa. Mr. Moore is the s-in-law
of James S. Haahr, the Company’s Chairman of triedB@nd the brother-in-law of J. Tyler Haahr, @@mpany’s President and Chief
Executive Officer.

Mr. David W. Leedom, age 56, is Executive Vice Rtest, Secretary, Treasurer, and Chief Financifit®f of the Company after
being appointed to the position on January 28, 200&ditionally, Mr. Leedom is a member of the Entiee Committees for both the Comp:
and the Bank. Mr. Leedom has over 25 years of @apee in the banking and financial services indutsi the company. Mr. Leedom
previously served as Senior Vice President of BiotlCredit and Business Analytics at the Bank frdmmuary 2007 to October 2007 when he
was appointed Acting Chief Financial Officer. Hewyiously served as a Senior and as an Executige Riesident for BankFirst for 11 years
prior to joining Meta in January 2007; his expecemt BankFirst included his positions as EVP ofdting and Finance and Credit Portfc
Management. Mr. Leedom’s experience also inclddegears at Citibank. Mr. Leedom received a Bamhel Business Administration in
Accounting degree from the University of lowa.
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Iltem 1A. Risk Factors

Factors that, individually or in the aggregate,thiek could cause our actual results to differ matly from expected and historical
results include those described below as well lasraisks and factors identified from time to timeour SEC filings. The Company'’s business
could be harmed by any of the risks noted beloWwe ffading price of the Compasytommon stock could decline due to any of theses rian
you may lose all or part of your investment. Inesséng these risks, you should also refer to therahformation contained in this annual re
on Form 10-K, including the Company’s financialtstaents and related notes.

Risks Related to Our Industry and Business
Difficult economic and market conditions have adealy affected our industry

Dramatic declines in the housing market, with dasieg home prices and increasing delinquenciesaadlosures, have negatively
impacted the credit performance of mortgage andtcoaction loans and resulted in significant writeachs of assets by many financial
institutions across the United States. General awartt economic trends, reduced availability of conmruiaé credit and increasing
unemployment have negatively impacted the credfopmance of commercial and consumer credit, regylh additional write-downs.
Concerns over the stability of the financial maskand the economy have resulted in decreased tgbgifinancial institutions to their
customers and to each other. This market turmailteyitening of credit has led to increased comiaéend consumer deficiencies, lack of
customer confidence, increased market volatility eidespread reduction in general business actiFityancial institutions have experienced
decreased access to deposits and borrowings. $hkimg economic pressure on consumers and busimessl the lack of confidence in the
financial markets may adversely affect our businfisancial condition, results of operations anac&tprice. A worsening of these conditions
would likely exacerbate the adverse effects ofdtaficult market conditions on us and othershia financial institutions industry. In
particular, we may face the following risks in cestion with these events:

» We face increased regulation of our industry. Caéamgle with such regulation may increase our casdislianit our ability to pursue
business opportunities;

» Customer demand for loans secured by real estatd be reduced due to weaker economic conditiam@eease in
unemployment, a decrease in real estate valuas inceease in interest rates;

» The process we use to estimate losses inherenr icredit exposure requires difficult, subjectivelacomplex judgments, including
forecasts of economic conditions and how these@oanconditions might impair the ability of our lbowers to repay their loans. T

level of uncertainty concerning economic conditiamesy adversely affect the accuracy of our estimatd@sh may, in turn, impact the
reliability of the process;

« The value of the portfolio of investment securitileat we hold, including our trust preferred settesi may be adversely affected;
and

« If, due to financial setbacks or as a result of @T\5-ordered reimbursement, fine, or order our FB4$& assessment category
changes, we may be required to pay significantjnéi FDIC insurance premiums in the future. SeeRegulation.”

The full impact of the recently enacted Dodd-Framct is currently unknown given that much of the dels and substance of the new laws
will be determined through agency rulemaking.

The compliance burden and impact on our operaaaasprofitability with respect to the Dodd-FranktAce currently unknown, as
the Dodd-Frank Act delegates to various federaheigs the task of implementing its many provisitmeugh regulation. Hundreds of new
federal regulations, studies and reports addresgiruf the major areas of the new law, includihg tegulation of federal savings associations
and their holding companies, will be required, eimguthat federal rules and policies in this arelhlve further developing for months and ye
to come. Based on the provisions of the Dodd-Freetkand anticipated implementing regulations, iiighly likely
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that banks and thrifts as well as their holding pamies will be subject to significantly increasedulation and compliance obligations that
expose us to honcompliance risk and consequences.

The elimination of the OTS and transfer of the OTSSupervisory and rulemaking functions to variousderal banking agencies will chang
the way that we are regulated.

As the OTS is due to be abolished 90 days aftestesring its supervisory and rulemaking functiemsarious federal agencies, both
the Bank and Company will be transitioning to thegdiction of new primary federal regulators, whigill change the way that we are
regulated. Specifically, the OTS’s supervisory amnémaking functions (except for consumer protegtielating to all federal savings
associations will be transferred to the OCC, wtlie OTS’s supervisory and rulemaking functionsthe¢pto savings and loan holding
companies and their non-depository institution &libges will be transferred to the FRB. While B€C and FRB are directed to implement
existing OTS regulations, orders, resolutions, mheiteations and agreements for thrifts and theidimg) companies under the HOLA, the
transition of supervisory functions from the OTSHese agencies could alter the operations of #rkBind Company so as to be more closely
aligned with the OCC's and FRB'’s respective sumov of national banks and bank holding companésile the functions of the OTS will
formally be transferred to the OCC and FRB in R0y 1 (or else by January 2012 if a six-month extens required), we may see changes in
the way we are supervised and examined soonemagdxperience operational challenges in the caafrgansition to our new regulators.

The BCFP may reshape the consumer financial lawsdtgh rulemaking and enforcement of unfair, decepé or abusive practices, which
may directly impact the business operations of dapary institutions offering consumer financial prducts or services including the Bank.

The BCFP has broad rulemaking authority to adreniahd carry out the purposes and objectives offaderal consumer financial
laws, and to prevent evasions thereof,” with respeall financial institutions that offer finan¢iproducts and services to consumers. The
BCFP is also authorized to prescribe rules, apiplécto any covered person or service provider,tifléng and prohibiting acts or practices tl
are “unfair, deceptive, or abusive” in connectioithvany transaction with a consumer for a consuinancial product or service, or the
offering of a consumer financial product or ser(ftgDAP authority”). The full reach and impact ¢fea BCFP’s broad new rulemaking powers
and UDAP authority on the operations of financiedtitutions offering consumer financial productservices is currently unknown.
Notwithstanding, insured depository institutionghaassets of $10 billion or less will continue dupervised and examined by their prirr
federal regulators, rather than the BCFP, witheesfm compliance with the federal consumer praiadaws.

Legislative and regulatory initiatives taken to agaiay not achieve their intended objectives; progabaind future initiatives ma
substantially increase compliance burdens and fugthimpact our financial condition or results of opations.

Legislative and regulatory initiatives taken toedby Congress and the federal banking regulatoasidoess financial regulatory refa
may not achieve their intended objectives, therelyiring additional legislation or regulation btfinancial services industry. Furthermore,
the Basel Committee on Banking Supervision andratiternational bodies comprised of banking regukhave committed to raise capital
standards and liquidity buffers within the bank8ygtem by imposing new requirements, for exampkgiairement that all regulatory capital
instruments issued by depository institutions ningtide contractual terms that allow regulatorsvtde them off or convert them to common
shares in the event of the institution’s failuracB proposals may impose more stringent standheasrsdurrently applicable or anticipated with
respect to capital and liquidity requirements fepdsitory institutions. We cannot predict whethastsproposals will ultimately be adopted, or
the impact that such proposals, if adopted, woalkhupon our financial condition or results of gtiems.
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We have a concentration of our assets in mortgageked securities.
As of September 30, 2010 approximately 47.1% ofBhek’s assets were invested in mortgage-backadities.

The Company’s mortgage-backed and related seauptietfolio consists primarily of securities issuetler government-sponsored
agency programs, including those of Ginnie Mae nieaiMae and Freddie Mac. The Ginnie Mae, Fannie Etad Freddie Mac certificates are
modified pass-through mortgage-backed securitiagsrépresent undivided interests in underlying padlfixed-rate, or certain types of
adjustable-rate, predominantly single-family amdatiesser extent, multi-family residential mortgadgssued by these government-sponsored
entities. Fannie Mae and Freddie Mac generallyigdethe certificate holder a guarantee of timedympents of interest, whether or not
collected. Ginnie Mae’s guarantee to the holdéimgly payments of principal and interest, backgdHe full faith and credit of the U.S.
Government. Privately issued mortgage pass-threedificates generally provide no guarantee dsriely payment of interest or principal,
and reliance is placed on the creditworthinesiefissuer.

Mortgage-backed securities generally increase tiadity of the Company’s assets by virtue of thaimasice or guarantees that back
them, are more liquid than individual mortgage and may be used to collateralize borrowings loerobbligations of the Company.

While mortgage-backed securities carry a reduceditrisk as compared to whole loans, such seearigmain subject to the risk that
a fluctuating interest rate environment, along waither factors such as the geographic distributicthe underlying mortgage loans, may alter
the prepayment rate of such mortgage loans anffesti Aoth the prepayment speed, and value, of sachrities. The prepayment risk
associated with mortgage-backed securities is mgdtperiodically, and prepayment rate assumptaljissted as appropriate to update the
Company’s mortgage-backed securities accountingaaset/liability reports.

We recorded other-than-temporary impairment (“OTT)'tharges in our trust preferred securities (“TRUPSportfolio in the fourth quarter
of fiscal 2010, and we could record additional lessin the future.

We determine the fair value of our investment siéiesrbased on GAAP and three levels of informatlonputs that may be used to
measure fair value. The price at which a securiy ime sold in a market transaction could be sigaifily lower than the quoted market price
for the security, particularly if the quoted marbeice is based on infrequent trading history,rteket for the security is illiquid, or a
significant amount of securities are being sold.

During fiscal 2010, we determined that one debtisgc“TRUPS” exhibited OTTI. The aggregate OTTkorecorded for the security
was $350,000 which was recognized through earnings.

The valuation of our TRUPS will continue to be ughced by external market and other factors, imetuonplementation of Securiti
and Exchange Commission and Financial Accountiagd&irds Board guidance on fair value accountirgfittancial condition of specific
issuers deferral and default rates of specifices§imancial institutions, rating agency actionsg éhe prices at which observable market
transactions occur. If we are required to recowitahal OTTI charges on our TRUPS portfolio, wailtbexperience potentially significant
earnings losses as well as an adverse impact tcaqital position.

Under the recently enacted Dodd-Frank Act, TRURS8e&d on or after May 19, 2010 are no longer elgfbt inclusion in Tier 1
capital. For trust preferred securities issued teekday 19, 2010, regulatory capital deductions gdherally be required during a phase in
period from January 1, 2013 to January 1, 2016;evew depository institution holding companies vétisets of less than $15 billion as of
year-end 2009 enjoy a permanent grandfather right veiipect to such securities for purposes of caioglaegulatory capital.
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Risks Related to the Banking Industry
Our reputation and business could be damaged byateg publicity.

Reputational risk, or the risk to our businesshiggys and capital from negative publicity, is indr@rin our business. Negative
publicity can result from actual or alleged condiaca number of areas, including legal and regmjatompliance, lending practices, corporate
governance, litigation, inadequate protection aftemer data, ethical behavior of our employees faomd actions taken by regulators and
others as a result of that conduct. Damage toeputation, including as a result of negative pityliassociated with the supervisory directi
could impact our ability to attract new and maintakisting loan and deposit customers, employedsaniness relationships.

We are subject to certain operational risks, inciad, but not limited to, data processing systemdags and errors and customer or
employee fraud, identity theft, and unauthorizediuasion.

There have been a number of publicized cases imgfraud or other misconduct by employees of foahservices firms in recent
years. Misconduct by our employees could includknigi unauthorized activities from us, improper nauthorized activities on behalf of ¢
customers or improper use of confidential informatiEmployee fraud, errors and employee and custariseonduct could subject us to
financial losses or regulatory sanctions and sshyolmarm our reputation. It is not always posstbl@revent employee errors and misconduct,
and the precautions we take to prevent and ddtiscactivity may not be effective in all cases. [Hoyee errors could also subject us to civil
claims for negligence. See “ltem 3. Legal ProcegslV’

Although we maintain a system of internal contintsl procedures designed to reduce the risk offfossemployee or customer fra
or misconduct and employee errors as well as imsgraoverage to mitigate against operational risichiding data processing system failures
and errors and customer or employee fraud, thésmad controls may fail to prevent or detect santoccurrence, or such an occurrence may
not be insured or exceeds applicable insurancéslimi

In addition, there have also been a number of cabkese financial institutions have been the victifriraud related to unauthorized
wire and Automated Clearinghouse transactions. fatis and circumstances of each case vary butgnivolve criminals posing as
customers (i.e., stealing bank customashtities) to transfer funds out of the institutiquickly in an effort to place the funds beyondaeery
prior to detection. Although we have policies gmdcedures in place to verify the authenticity of oustomers and prevent identity theft, we
can provide no assurances that these policies reégures will prevent all fraudulent transfersattdition, although we have safeguards in
place, it is possible that our computer systemdsdcbe infiltrated by hackers or other intruders. @é® provide no assurances that these
safeguards will prevent all unauthorized infiltcats. Identity theft and successful unauthorizexigidns could result in reputational damage
and financial losses to the Company. See “lteManagement’s Discussion and Analysis of Financ@dition and Results of Operation —
Recent Developments.”

Changes in economic and political conditions cowddversely affect the Company’s earnings, as the @amy’s borrowers’ ability to repay
loans and the value of the collateral securing tk®mpany’s loans decline.

The Company’s success depends, to a certain exgomn, economic and political conditions, local aadional, as well as
governmental monetary policies. Conditions sucimfiation, recession, unemployment, changes irr@serates, money supply and other
factors beyond the Company’s control may adveratct the Company’s asset quality, deposit leaels loan demand and, therefore, the
Company’s earnings. Because the Company has disggriiamount of real estate loans, decreaseslrestate values could adversely affect
the value of property used as collateral. Amorgpthings, adverse changes in the economy, inajuliit not limited to the current economic
downturn, may also have a negative effect on tlilgyabf the Company’s borrowers to make timely agments of their loans, which would
have an adverse impact on the Company'’s earnilmgaddition, the vast majority of the Company’srieare to individuals and businesses in
the Company’s market area. Consequently, any esimndecline in the Company’s market area could havadverse impact on the
Company’s earnings.

Recessionary environment may adversely impact then@anys earnings and new governmental initiatives maytmyove effective.

The national and global economic downturn has rdceasulted in extreme levels of market volatilibcally, nationally and
internationally. This downturn has depressed therall market value of financial institutions, amay limit or impede industry access to
capital, or have a material adverse effect onithential condition or results of operations of biagkcompanies in general, including the
Company, with respect to, for example, the estabilent of reserves should conditions deterioratinéur

In this respect, while the duration and severityhef adverse economic cycle appears to be lessahthg moment, and although the
U.S. Department of the Treasury and the FDIC, anaihgrs, have implemented
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programs in an effort to stabilize the nationalremay, the ultimate effectiveness of these progreansins uncertain at this time.
Changes in interest rates could adversely affea tbompany’s results of operations and financial attion.

The Company’s earnings depend substantially oiCdmapany’s interest rate spread, which is the difiee between (i) the rates we
earn on loans, securities and other earning asselgji) the interest rates we pay on depositsahdr borrowings. These rates are highly
sensitive to many factors beyond the Company’srogrincluding general economic conditions andbécies of various governmental and
regulatory authorities. As market interest rates, we will have competitive pressures to increaheaates we pay on deposits, which may
result in a decrease of the Company’s net inténesine. Conversely, if interest rates fall, yietatsloans and investments may fall. Because a
significant portion of the Company’s deposit palitias in noninterest bearing accounts, such a change in ratakikely result in a decrea
in the Company’s net interest income. For add&lonformation, see Item 7A, herein.

The Company operates in a highly regulated enviromm, and changes in laws and regulations to whick are subject may adversely affect
the Company'’s results of operations.

The Company operates in a highly regulated envientrand are subject to extensive regulation, sugiervand examination by the
OTS and the FDIC. As described above, beginnirth thie fourth quarter of fiscal 2011, we will bepsuwvised by the Federal Reserve and the
Bank will be supervised by the OCC and the FDI€e Business — Regulation” herein. Applicable lawsl regulations may change, and
there is no assurance that such changes will narsely affect the Company’s business. In thipeet potentially landscape-changing
legislative proposals have been introduced in Cesgyrand by regulatory agencies with respect ioiégpective regulatory powers. Such
regulation and supervision govern the activitiewirich an institution may engage, including thevétoés of MPS, and are intended primarily
for the protection of the Bank, its depositors &melFDIC. Regulatory authorities have extensiverdigon in connection with their supervisory
and enforcement activities, including but not lieditto the imposition of restrictions on the opematf an institution, the classification of as:
by the institution and the adequacy of an instituis allowance for loan losses. Any change in sedulation and oversight, whether in the
form of restrictions on activities, regulatory mylj regulations, or legislation, including but iatited to changes in the regulations governing
savings banks, could have a material impact oiCtirapany’s operations. It is unknown at this timevtwat extent legislation will be passed
into law or regulatory proposals will be adoptedthe effect that such passage or adoption wilehav the banking industry or the Company.

Changes in technology could be costly.

The banking industry is undergoing technologicabivation at a fast pace. To keep up with its cditipe, the Company needs to
stay abreast of innovations and evaluate thosetdapies that will enable it to compete on a cdieative basis. This is especially true with
respect to MPS. The cost of such technology, tlinlyipersonnel, can be high in both absolute aladive terms. There can be no assurance,
given the fast pace of change and innovation,ttteaCompany’s technology, either purchased or dges internally, will meet or continue to
meet the needs of the Company.

The recently enacted Dodd-Frank Act may have unpotdble effects on the Company and adversely imghetCompany’s results of
operations, financial condition or liquidity.

On July 21, 2010, the Dodd-Frank Act was signed latv. The Dodd-Frank Act represents a comprekersrerhaul of the financial
services industry within the United States and, mgnmany other things, eliminates the Company’s besdulator (the OTS, the duties of
which will be taken over by the OCC and the FedReserve as the new regulators of the Bank an@dimepany, respectively), establishes the
new federal BCFP, requires the BCFP and other &a@gencies to implement over the next six to eightmonths many new and significant
rules and regulations. At this time, it is diffitto predict the extent to which the Dodd-Frank Acthe resulting rules and regulations will
impact the Company’s and the Bank’s business. Ciamge with the new law
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and regulations will, however, likely result in d@ilshal costs, which could be significant, and abatlversely impact the Company'’s results of
operations, financial condition or liquidity.

Risks Related to the Company’s Business
We cannot predict the possibility of future regafgtaction.

As has been described in this Annual Report, th8 @3ued supervisory directives requiring the Bantake certain actions and to
refrain from taking certain actions. In additioluring 2010 the Bank was examined by OTS, but we m@t yet received a report of
examination. While we believe it is likely that SWill seek to have the Bank take corrective agimnconnection with deficiencies identified
in the report of examination, we cannot predichvgértainty the subjects that will be addressedthedneans used to achieve such correcti
Bank regulatory agencies such as the OTS, whick bavad discretionary powers to enforce bankingland regulations, may seek to take
formal supervisory action if such actions are neapsor required. Corrective steps could resuithidineased compliance costs for internal and
external resources. See Item 1. “Regulation — Baupbervision and Regulation — OTS Supervisory Dives and Related Matters.”

The Company operates in an extremely competitiverkeg and the Company’s business will suffer ifit unable to compete effectively.

The Company encounters significant competitiorhin€ompany’s market area from other commercial ®asékvings and loan
associations, credit unions, mortgage banking ficoasumer finance companies, securities brokdrags, insurance companies, money
market mutual funds and other financial intermddi&r Many of the Company’s competitors have sutistly greater resources and lending
limits and may offer services that the Company daesor cannot provide. The Company'’s profitabitiigpends upon the Compasygontinue:
ability to compete successfully in the Company’sketarea. MPS operates on a national scale dgaingetitors with substantially greater
resources and limited barriers to entry. The ss&cé MPS depends upon its ability to compete ahsan environment.

Existing insurance policies may not adequately pgot the Company and its subsidiarie

Business interruption and property insurance padieire in place with respect to the operations®fdompany. Should any event
triggering such policies occur, however, it is pobiesthat our policies would not fully reimburse fos the losses we could sustain.

The loss of key members of the Company’s senior agement team could adversely affect the Companysitess.

We believe that the Company’s success dependdyavgehe efforts and abilities of the Company’asise management. Their
experience and industry contacts significantly liiems. The competition for qualified personnetiire financial services industry is intense,
and the loss of any of the Company’s key persoaneah inability to continue to attract, retain andtivate key personnel could adversely
affect the Company’s business.

The Company'’s loan portfolio includes loans withhagher risk of loss.
The Company originates commercial mortgage loamsneercial loans, consumer loans, agricultural nagyégloans, agricultural loans
and residential mortgage loans primarily within @@mpany’s market areasCommercial mortgage, commercial, and consumer losns

expose a lender to greater credit risk than loanared by residential real estate because tha@allasecuring these loans may not be sold as
easily as residential real estate. These loanshalge greater credit risk than residential retdtedor the following reasons:

+  Commercial Mortgage LoanRepayment is dependent upon income being generagedounts sufficient to cover operating expe
and debt service.

e Commercial LoanRepayment is dependent upon the successful opei@ttibe borrower’s business.

e Consumer Loangonsumer loans (such as personal lines of credittalateralized, if at all, with assets that nmay provide an
adequate source of payment of the loan due to digpien, damage, or loss.

50




Table of Contents

e Agricultural LoansRepayment is dependent upon the successful opewctibe business, which is greatly dependent omyntiaings
outside the control of either the Bank or the baers. These factors include weather, commodityegriend interest rates, among
others.

« MPS Program Loans MPS previously originated consumer loans, insa@ases related to anticipated tax refunds thduacded to
prepaid cards. For certain of these loans, repayimdrased on the customer filing a tax return twedinternal Revenue Service
funding the tax refund. If either or both do notuor, losses could result. MPS has loss protectiprements in place with certain
business partners in which they will absorb somallasf such losses in the event they were to exoeetain levels. We do not
anticipate offering tax loan or refund transfergrams in fiscal 2011.

If the Compan's actual loan losses exceed the Company’s allowafar loan losses, the Company’s net income wiltdease.

The Company makes various assumptions and judgrabotg the collectibility of the Company’s loan tfolio, including the
creditworthiness of the Company’s borrowers andviilae of the real estate and other assets seagingllateral for the repayment of the
Company’s loans. Despite the Company’s undervgritind monitoring practices, the Company’s loanamsts may not repay their loans
according to their terms, and the collateral sexptihe payment of these loans may be insufficieipiaty any remaining loan balance. The
Company may experience significant loan losseschvbould have a material adverse effect on itsaipey results. Because the Company
must use assumptions regarding individual loanst@dconomy, the current allowance for loan lossag not be sufficient to cover actual
loan losses, and increases in the allowance magtessary. The Company may need to significantiease the Company’s provision for
losses on loans if one or more of the Companytgelialoans or credit relationships becomes delingaeii we continue to expand the
Company’s commercial real estate and commercidlimgn In addition, federal and state regulatorsquically review the Company’s
allowance for loan losses and may require the Compaincrease the Company’s provision for loarséssor recognize loan charge-offs.
Material additions to the Company’s allowance wauldterially decrease the Company’s net income. ddmpany cannot assure you that its
monitoring procedures and policies will reduce @@rtending risks or that the Company’s allowarmeléan losses will be adequate to cover
actual losses.

If the Company forecloses on and takes ownershipexd! estate collateral property, it may be subjexthe increased costs associated v
the ownership of real property, resulting in redugeevenues.

The Company may have to foreclose on collaterghgnty to protect its investment and may thereaften and operate such property.
In such case, the Company will be exposed to #kes iinherent in the ownership of real estate. aeunt that the Company, as a mortgagee,
may realize after a default is dependent upon faaiatside of the Company’s control, including, bat limited to: (i) general or local
economic conditions; (ii) neighborhood values) (iiterest rates; (iv) real estate tax rates; pgrating expenses of the mortgaged properties;
(vi) supply of and demand for rental units or pntigs; (vii) ability to obtain and maintain adegai@iccupancy of the properties; (viii) zoning
laws; (ix) governmental rules, regulations anddigmlicies; and (x) acts of God. Certain expamei associated with the ownership of real
estate, principally real estate taxes and maintanaaosts, may adversely affect the income fronrehéestate. Therefore, the cost of operating
a real property may exceed the rental income edroedsuch property, and the Company may have varack funds in order to protect the
Company’s investment, or may be required to dispdske real property at a loss. The foregoingesditures and costs could adversely affect
the Company’s ability to generate revenues, regyiti reduced levels of profitability.

Environmental liability associated with commerci@nding could have a material adverse effect on thempan'’s business, financial
condition and results of operations.

In the course of the Company'’s business, it mayiaegthrough foreclosure, commercial propertiesisag loans that are in default.
There is a risk that hazardous substances couliisbevered on those properties. In this eventCibepany could be required to remove the
substances from and remediate the properties @vitscost and expense. The cost of removal andamaental remediation could be
substantial. The Company may not have adequatediesiagainst the owners of the properties or aggonsible parties and could find it
difficult or
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impossible to sell the affected properties. Thmsmnts could have a material adverse effect o€tmpany’s business, financial condition and
operating results.

If the Company fails to maintain an effective systeof internal control over financial reporting, itmay not be able to accurately report t
Company'’s financial results or prevent fraud, ands a result, investors and depositors could losefitience in the Company’s financial
reporting, which could adversely affect the Companpusiness, the trading price of the Company’sat@nd the Company’s ability to
attract additional deposits.

In recent years, the Company has been requiretthode in its annual reports filed with the SE@part of the Company’s
management regarding internal control over findmeiporting. We have documented and evaluate€tmapany’s internal control over
financial reporting in order to satisfy the requonents of Section 404 of the Sarbanes-Oxley Act08f22and SEC rules and regulations, which
require an annual management report on the Compamgrnal control over financial reporting, inclag, among other matters, management’s
assessment of the effectiveness of internal cootret financial reporting. In order to comply withis requirement, management retained
outside consultants to assist the Company in $§g¢ssing and documenting the adequacy of the Corigpigntgrnal control over financial
reporting, (ii) improving control processes, whappropriate, and (iii) verifying through testingather means that controls are functioning as
documented. Management’s Annual Report on InteCioaitrol over Financial Reporting is containedtem 9A below. If the Company fails
to identify and correct any significant deficierxia the design or operating effectiveness of tam@any’s internal control over financial
reporting or fails to prevent fraud, current andemtial stockholders and depositors could loseidente in the Company’s financial reporting,
which could adversely affect the Company’s busingisancial condition and results of operationg ttading price of the Company’s stock,
and the Company'’s ability to attract additional d&its.

No material weaknesses have been identified in@ction with the Company'’s fiscal year 2010 audfitmaterial weaknesses are
identified in the future, such weaknesses coulcetmmaterial impact on the profitability and pemnfi@nce of the Company.

A breach of information security or compliance brel by one of the Compars agents or vendors could negatively affect thenGmany’s
reputation and business.

The Company depends on data processing, commuoricatid information exchange on a variety of commgugilatforms and
networks and over the internet. The Company cabeatertain all of its systems are entirely fresrfrvulnerability to attack, despite
safeguards it has installed. Additionally, the Qamy relies on and does business with a variethiaf-party service providers, agents and
vendors with respect to the Company’s business, alad communications needs. If information segisibreached, or one of the Company’s
agents or vendors breaches compliance procedunfesniation could be lost or misappropriated, résglin financial loss or costs to the
Company or damages to others. These costs oslosséd materially exceed the Company’s amountsdiiance coverage, if any, which
would adversely affect the Company’s business.
Risks Related to the Company’s Stock
The price of the Company’s common stock may be titdawhich may result in losses for investors.

The market price for shares of the Company’s comstock has been volatile in the past, and sevacabfs could cause the price to
fluctuate substantially in the future. These fegiaclude:

< announcements of developments related to the Coyfgpbusiness,

e fluctuations in the Company’s results of operatjons

« sales of substantial amounts of the Company’s &esiinto the marketplace,
* general conditions in the Company’s banking nich#he worldwide economy,

« ashortfall in revenues or earnings compared targiees analysts’ expectations,
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« lack of an active trading market for the commorckto
e changes in analysts’ recommendations or projectiang
« the Company’s announcement of new acquisitionglerqrojects.

The market price of the Company’s common stock fhutuate significantly in the future, and thesectliations may be unrelated to
the Company’s performance. General market priciirdes or market volatility in the future could atgely affect the price of the Company’s
common stock, and the current market price mayaandicative of future market prices.

The Company’s common stock is thinly traded, andishyour ability to sell shares or purchase additadrshares of the Company’s common
stock will be limited, and the market price at atigne may not reflect true value

Your ability to sell shares of the Company’s comnstock or purchase additional shares largely depapdn the existence of an
active market for the common stock. The Compangimmon stock is quoted on NASDAQ Stock Market,thetvolume of trades on any
given day is light, and you may be unable to firtalger for shares you wish to sell or a sellerdifitional shares you wish to purchase. In
addition, a fair valuation of the purchase or salése of a share of common stock also depends aptive trading, and thus the price you
receive for a thinly traded stock, such as the Camg{s common stock, may not reflect its true value.

Future sales or additional issuances of the Compangapital stock may depress prices of shares & @ompany’s common stock or
otherwise dilute the book value of shares then datsling.

Sales of a substantial amount of the Company’salagtiock in the public market or the issuance sigaificant number of shares
could adversely affect the market price for shafdhe Company’s common stock. As of Septembe28Qp, the Company was authorized to
issue up to 5,200,000 shares of common stock, aftw$1111,413 shares were outstanding, and 26 5b&@&s were held as treasury stock.
Company was also authorized to issue up to 806sB8€es of preferred stock, none of which is outhtanor reserved for issuance.
Accordingly, without further stockholder approvildle Company may issue up to 2,088,587 additioreleshof common stock. This factor n
affect the market price for shares of the Compangtamon stock.

Federal regulations may inhibit a takeover, prevemtransaction you may favor or limit the Companygsowth opportunities, which could
cause the market price of the Company’s common kttacdecline.

Certain provisions of the Company’s charter docusiand federal regulations could have the effech@aking it more difficult for a
third party to acquire, or of discouraging a thpatty from attempting to acquire, control of thengany. In addition, the Company must ob
approval from regulatory authorities before it @mguire control of any other company.

The Company may not be able to pay dividends infiltere in accordance with past practice.

The Company pays a quarterly dividend to stockhsld&he payment of dividends is subject to legal segulatory restrictions. Any
payment of dividends in the future will dependlarge part, on the Company’s earnings, capitalirequents, financial condition, regulatory
review, and other factors considered relevant byGbmpany’'s Board of Directors.

Our agricultural loans are subject to factors beydithe Bank’s control.

The agricultural community is subject to commodlitice fluctuations. Although our agricultural loaar® a relatively limited part of
our overall portfolio, extended periods of low coouity prices, higher input costs, or poor weatharditions could result in reduced profit
margins, reducing demand for goods and servicesd®d by agriculture-related businesses, whicluin,tcould affect other businesses in the
Company’s market area.
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Risks Related to Meta Payment Systenfs , a divisiamf the Bank
MPS' products and services are highly regulated finaatproducts subject to extensive supervision amgulation.

The products and services offered by MPS are higdgulated by federal banking agencies, state bgragencies, and other federal
and state regulators. Some of the laws and refatpdations affecting its operations include cansuprotection laws, escheat laws, privacy
laws, and data protection laws. Compliance withréievant legal paradigm in which the division agies is costly and requires significant
personnel resources, as well as extensive contéittoutside lawyers and consultants hired by M®Stay abreast of the applicable regulatory
schemes.

While some proposed legislation would benefit MRSs possible that new legislation or more stringefocus by banking agencies could
further restrict MPE' current operations or change the regulatory enemment in which the division’s customers operate.

Although it is possible that some legislation undensideration could have either a positivel@minimismpact on its operations and
profitability it is just as likely that any new lestation affecting the operations of MPS or itstoasers, some of which are also regulated
entities, would have a negative impact on the cohdfithe relevant business. There is no way #ntjfy the impact that such changes could
have on the profitability or operations of MPSHisttime given the unpredictable nature of the.risk

In addition to the relevant legal paradigm setif@ibove, it should also be noted that there has baecern within the bank regulatory
environment over the use of credit and, in paréicybrepaid cards as a means by which to illedaillpder and move money. We believe such
concerns in general will continue for the foresdediture for the entire banking industry, with@tinued emphasis on heightened compliance
expectations. See Item 1. “Regulation — Bank Supenvy and Regulation — OTS Supervisory Directived Related Matters.”

MPS, through the Bank, owns or is seeking a numlmémpatents, trademarks and other forms of intelleat property with respect to th
operation of its business and the protection of buntellectual property may in the future require aterial expenditures.

In its operations, MPS, through the Bank, is segkirotection for various forms of intellectual pesty. No assurance can be given
that such protection will be granted. In addititme competitive market environment of its busind4B8S must be vigilant in ensuring that its
patents and other intellectual property are pretéeind not exploited by unlicensed third parties.

MPS must also protect itself and defend againstledtual property challenges initiated by thirdtjgs making various claims against
MPS. With respect to these claims, regardlesshafther we are pursuing our claims against percaifeidgers or defending our intellectual
property from third parties asserting various ckiofiinfringement, it is possible that significg@rsonnel time and monetary resources could
be used to pursue or defend such claims.

It should also be noted that intellectual propeigis extend to foreign countries whose protectimfsuch property are not as
extensive as those in the United States. As $UBt§ may need to spend additional sums to ensuréshatellectual property protections are
maximized globally. Moreover, should there be damal, improper use of MPS’ intellectual propettyis could have an impact on the
division’s operations.

Contracts with third-parties , some of which are teaal to the Company , may not be renewed, may be renegotiated on tdirasare not
as favorable to MPS, may not be fulfilled or coutet subject to cancellation by regulatory authoriie

MPS has entered into numerous contracts with harties with respect to the operations of its bessn In some instances, the third
parties provide services to MPS; in other instand3S provides products and services to such fgrarties. Were such agreements not to be
renewed by the third party or were such agreentertie
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renewed on terms less favorable to MPS, such actionld have a material impact on the divisionipatbility and deposit levels.

Similarly, were one of these parties unable to ntiegt obligations to us for any reason (including not limited to bankruptcy,
computer or other technological interruptions dlufas, personnel loss or Acts of God), we may reeskek alternative service providers and
the terms with such alternate providers may nadtavorable as those currently in place. In élditvere such failures to cause a material
disruption in our ability to service our custometss possible that our customer base would shrikloreover, were the disruptions in our
ability to provide services significant, this couldgatively affect the perception of our businesthé card industry.

In addition, as described earlier, in the superyisiirective our regulator noted deficiencies wiglspect to our third party
relationships. As a result, we may seek modificetito certain of our contracts with third-partia@sd we cannot offer any assurance that we
will be able to achieve such modifications. If ae unsuccessful, it is possible that OTS coul@iovd to abrogate certain contracts, which
could have an adverse impact on our financial daror results of operations. See “Regulation anBSupervision and Regulation- OTS
Supervisory Directives and Related Matters.”

Costs of conforming products and services to they@@&nt Card Industry Data Security Standards (theCPDSS”) are costly and could
continue to affect the operations of MPS.

The PCI DSS is a multifaceted standard that indwtia security management, policies and procedaseasell as other protective
measures, that was created by the largest creditaszociations in the world in an effort to prote nonpublic personal information of all
types of cardholders, including prepaid cardhol@ded holders of network branded credit cards (siscbiscover, MasterCard, and Visa). The
PCI DSS mandates a prescribed technical foundé&diathe collection, storage and transmission oflbatder data and also contains significant
provisions regarding the testing of security protets by various entities in the payment card itgysncluding MPS. Compliance with the
PCI DSS is costly and changes to the standards ¢t@ye an equal, or greater, effect on profitgbditthe relevant business division.

The potential for fraud in the card payment industtis significant.

Issuers of prepaid and credit cards have suffdaggdfisant losses in recent years with respechtotheft of cardholder data that has
been illegally exploited for personal gain. Thefttof such information is regularly reported affig¢ets not only individuals but businesses as
well (albeit to a lesser degree). Many types oflitreard fraud exist, including the counterfeitioigcards and “skimming.” “Skimming” is the
term for a specialized type of credit card inforimatheft whereby, typically, an employee of a nimanat will copy the cardholdes’number an
security code (either by handwriting the informatamto a piece of paper, entering such informaitibm a keypad or other device, or using a
handheld device which “reads” and then stores #ne mformation embedded in the magnetic striphc®a credit card number and security
code has been skimmed, the skimmer can use summiation for purchases until the unauthorized ss#etected either by the cardholder or
the card issuer.

Losses from skimming have been substantial foagedard industry participants. Although skimmhrmgs not had a material impact
on the profitability of MPS, it is possible thatcsuactivity could impact this division at some timehe future.

Part of our business depends on sales agents whaatcsell our products exclusive.

Our business model, to some degree, depends upars¢hof sales agents who are not our employeesseTagents sell the products
and services of many different processors to metshend other parties in need of a card servicaRirE to maintain good relations with such
sales agents could have a negative impact on aiméxss. In addition, new third party relationsHipse been restricted absent prior approval
of OTS. See Item 1. “Regulation — Bank Supervisaod Regulation — OTS Supervisory Directives anthiee Matters.”
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Products and services offered by MPS involve mangihess parties and the possibility of collusionsxs.

As described above, the theft of cardholder dagasignificant threat in the industry in which MBferates. This threat also includes
the possibility that there is collusion betweentaiarparticipants in the card system to act illggallthough MPS is not aware of any instan
to date, it is possible that such activities coaddur in the future, thereby impacting its opematmd profitability.

Competition in the card industry is significant.nlorder to maintain an edge to its products andefhgs, MPS must invest significantly in
technology and research and development.

The heavy emphasis upon technology in the produradsservices offered by MPS requires significameexitures with respect to
research and development both to exploit technogains and to develop new products and serticaset customers’ needs. As is
common with most research and development, whiteesefforts may yield substantial benefits for tihasion, others will not, thereby
resulting in expenditures for which profits will toe realized. MPS is not able to predict with degree of certainty as to the level of research
and development that will be required in the fuftm@v much those efforts will cost, or how profilsuch developments will be for the
division once undertaken.

Discover, MasterCard, and Visa, as well as othezattonic funds networks in which MPS operates, cduhange their rules

Pursuant to the agreements between MPS and DisddeasterCard, Visa and other card networks, thieisé parties typically have
retained the right to prescribe certain busineastjwes and procedures with respect to parties asdiPS. Such prescribed terms include, but
are not limited to, a contracting party’s levelcafital as well as other business requirements.

Discover, MasterCard, and Visa also retain thetriiglheir agreements with industry participantstsas MPS to unilaterally change
the rules under which such transactions are predesgh little or no advance warning. This poweelides the power to prevent MPS from
accessing their networks in order to process tctimses. Should any third party choose to invoks tight unilaterally, such changes could
materially impact the operations of MPS.

Our business is heavily dependent upon the Interaatl any negative disruptions to its operation cduiegatively impact our business.

Much of our business depends upon transactiong lpeotessed through the Internet. Like nearlptiler commercial enterprises,
rely upon others to provide the Internet so thabm®rce can be conducted. Were there to be addiluhe operation of the Internet or a
significant impairment in our ability to move infoation on the Internet or our ability to do so azardance with customer safeguard protoc
MPS would develop alternative processes during vtilne profitability may be somewhat lower.

Our ability to process transactions requires funating communication and electricity lines.

The nature of the credit card and debit card ingiustthat it must be operational every day ofweek every hour of the week. Any
disruption in the utilities utilized by MPS could¥e a negative effect on our operations and extertisruptions could materially affect our
operations.

Data encryption technology has not been perfected @igilance in MP¢ information technology systems is costly.

MPS holds sensitive business and personal infoomatith respect to the products and services érsff This information, which is
generally digitally encrypted, is passed alongaasitechnology channels, including the Internethédgh MPS encrypts its customer and o
sensitive information and expends significant ficiahand personnel resources to maintain the iityegf its technology networks and the
confidentiality of nonpublic customer informatidsecause such information may travel on public tetisgy and other nosecure channels, t
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confidential information is susceptible to hackantd other illegal intrusions. Were such a secimigach to occur, the provision of products
and services to customers of MPS would be impareticould incur significant fines from the elecimfunds associations involved,
significant regulatory fines imposed by federal/@ndtate regulators and other prohibitions, a3 askxtensive litigation from commercial
parties and consumers affected by such breach.

Unclaimed funds represented by unused value on ¢heds presents compliance and other risks.

The notion of escheatment involves property thabandoned and its rightful owner cannot be redddgted and/or identified. In the
context of prepaid cards, the funds representeslioh cards can sometimes be “abandoned” or unoselef relevant period of time set forth
in each applicable stakeabandoned property laws. Although MPS utiliaégemated programs to ensure its operations are l@mhvith suct
applicable laws and regulations, there appears t fmovement among some state regulators to ietadpfinitions in those statutes and
regulations in a manner that is different from d&aad industry interpretations. Should such stageilators choose to do so, they may initiate
enforcement or other litigation action against pidard issuers such as MPS.

MPS operates in a highly competitive environmentdatie ability to attract and retain qualified peraael may be difficult.

MPS competes in a highly competitive environmerthwther larger and better capitalized financiédimediaries. In addition, the
field of professionals involved in the design amdduction of products and services offered by M®Bighly skilled and actively sought after
by financial institutions, electronic card netwodksd other commercial entities. As such, MPS rapshd significant sums to attract emplo
and executives and must monitor compensation aret employment trends to ensure that compensatiokages both foster the necessary
creative environment and appropriately compensatk sdividuals in order to retain them.

MPS Revenue Concentratiol
MPS works with a large number of business partteederive its revenue. The Company believes twitsgfartners have reached a
size that, should these partners’ business witlCdmapany end, the earnings attributable to themldvbave a material effect on the financial

results of the Company.

Item 1B. Unresolved Staff Comments

Not Applicable.

Item 2. Properties

The Company conducts its business at its maineiud branch office in Storm Lake, lowa. The Comypaperates six offices in
metro Des Moines, lowa. The Company also operatesffice in Brookings, South Dakota and threecefiin Sioux Falls, South Dakota. In
addition, the Company has space at another fagili§ioux Falls, South Dakota, which houses germygiorate and MPS functions, in Oma
Nebraska, which houses certain MPS functions amar-retail service branch in Memphis, Tennessee.

The Company owns all of its offices, except for binench offices located in Storm Lake Plaza, Stbake, lowa, on Westown
Parkway, West Des Moines, lowa, on North Minnegotanue, Sioux Falls, South Dakota, on South Westemmue, Sioux Falls, South
Dakota, on West 12th Street, Sioux Falls, Southdimkhe administrative and MPS offices locatedomadband Lane in Sioux Falls, Omaha
and the non-retail service branch in Memphis, Tesee. In regard to the South Western and WeBt31f2eet locations in Sioux Falls, South
Dakota, the land on which the buildings were cartded is leased. The total net book value of thm@any’s premises and equipment
(including land, building and leasehold improvensesntd furniture, fixtures and equipment) at Septm3B, 2010 was $19.4 million. See N
7 to the “Notes to Consolidated Financial Statesianhich is included in Part Il, Item 8 “Consoliéat Financial Statements and
Supplementary Data” of this Annual Report on FofBrKL
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The Company has experienced rapid growth, partiguds a result of growth of MPS. Management belgecurrent facilities are
adequate to meet its present needs.

The Bank maintains an on-line data base with aicehureau, whose primary business is providingy seevices to financial
institutions. The net book value of the data pssagg and computer equipment utilized by the Comparseptember 30, 2010 was
approximately $3.0 million.

Item 3. Legal Proceedings

Lawsuits against MetaBank involving the sale ofgauted MetaBank certificates of deposit continubdécaddressed. Since its filing
of Form 10-K for the year ended September 30, 2008¢ such lawsuits have been settled for a payyarehdismissed with prejudice: (i) the
matter of Methodist Hospitals of Dallas v. MetaBamd Meta Financial Group, Inc., filed in the 93tHdicial District Court of Dallas County,
TX, Cause No. 08-06994: (ii) the matter of St. Pdelcury Insurance Co., as assignee and subrofjatnmont National Bank, v. Metabank,
filed in the United States District Court for th@fthern District of lllinois, Case No. 1:09-cv-0103nd (iii) Coreplus Federal Credit Union
and Waterbury CT Teachers Federal Credit UnioWetaBank and Meta Financial Group, filed in the tddiStates District Court for the
District of South Dakota, Southern Division, Case R9-cv-4130. In all, nine cases have been fibedite, and of those nine, three have been
dismissed, and four have been settled for paynmbkatgthe Company deemed reasonable under the @tanoes, including the costs of
litigation. Of the two remaining cases, one idass action case. On May 5, 2010, in that clagsrgdGuardian Angel Credit Union v.
MetaBank et al., Case No. 08-cv-261-PB (USDC, iisbf NH), the court granted the plaintiff’'s motido certify the class. Additionally, a
lawsuit relating to this matter has been filed bigliAe Pilots Assoc Federal Credit Union in the BoWistrict court for Polk County, Case
number CL-118792. The underlying matter was fiistlosed in the Company’s quarterly report forpleeiod ended December 31, 2007,
which stated that an employee of the Bank had fsaldiulent CDs for her own benefit. The unauthediand illegal actions of the employee
have since prompted a number of demands and lanseéking recovery on the fraudulent CDs to bd filgainst the Bank, which have been
disclosed in subsequent filings. The employee wasgezuted, convicted and, on June 2, 2010, serd¢ngrore than seven years in federal
prison and ordered to pay more than $4 milliorestitution. Notwithstanding the nature of her cramehich were unknown by the Bank and
its management, plaintiffs in the two remainingesaseek to impose liability on the Bank under almemof legal theories with respect to the
remaining $3.6 million of fraudulent CDs that wéssued by the former employee. The Bank and #srir, which has assumed defense of the
action and which is advancing defense costs sutgextreservation of rights, continue to vigoroushytest liability in the remaining actions.

Cedar Rapids Bank & Trust Company v MetaBank, Q&sel ACV007196. In a separate matter, on Noven®@009, Cedar Rapic
Bank & Trust Company (“CRBT”) filed a Petition agat MetaBank in the lowa District Court in and Egnn County claiming an unspecified
amount of money damages against MetaBank arisorg €RBT’s participation in loans originated by M&#ank to companies owned or
controlled by Dan Nelson. The complaint states tiva Nelson companies eventually filed for bankey@nd the loans, including CRBT’s
portion, were not fully repaid. Under a varietytbéories, CRBT claims that MetaBank had materglative information about Dan Nelson,
his companies and the loans that it did not shate @RBT prior to CRBT taking a participation inést. MetaBank believes that CRBT's loss
of principal was limited to approximately $200,0@0d in any event intends to vigorously defendctimse.

Thirumalesh Bhat v. Meta Financial Group, IncTyler Haahr, David W. Leedom, Bradley C. Hanson &ray Moore; Case
No. 5:1(-cv-04099-DEO, and Alaa M. Elgaouni v. Meta Finah&roup, Inc., J. Tyler Haahr, David W. Leedoms€#&lo. C10-4108MWB.
The Company has been informed that two former $toldlers, Thirumalesh Bhat and Alaa M. Elgaouni,ehse@parately filed purported class
action lawsuits against the Company and certaitsaffficers alleging violations of certain fedesglcurities laws. The cases were filed on
October 22, 2010 and November 5, 2010 in the UrSttaties District Court for the Northern Districtlofva purportedly on behalf of those who
purchased the Company’s stock between May 14, 288%0ctober 15, 2010. The complaints allege tltmhamed officers violated Sections
10(b) and 20(a) of the Securities Exchange Act®BE Rule 10b-5 in connection with certain allegddlge and misleading public statements
made during this period by the Company and itseffi. The complaints do not specify an amount ofatges sought. The Company denies the
allegations in the complaints and intends to vigshp pursue its defense.
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Supervisory Action. In its Supervisory Directive@ctober 6, 2010 (“Supervisory Directive”) ordagithe Bank to discontinue its
iAdvance loan product, the Regional Director of @ES informed the Bank of its determination tha Bank had committed unfair or
deceptive acts and practices with respect to itlvaéce lending program. OTS also informed the Bartke Supervisory Directive that it will
address in the future its reimbursement expectatiegarding iAdvance borrowers. The OTS has nbinjermed us of its expectations with
respect to reimbursement of borrowers under theafde program. If the OTS decides to impose omB#rek, pursuant to its enforcement
authority, a monetary component of corrective actioconnection with its findings in respect of iAelvance program, such measures could
include reimbursement of consumers as well as engiat fine. We cannot predict whether any reimbuorsnt will be sought or fine will be
imposed, or if sought or imposed, what the amo@istioh reimbursement or fine would be. The Bartoistesting the OTS findings with
respect to its iAdvance lending program.

See Item 1. “Business — Bank Supervision and Réignla— OTS Supervisory Directives and Related Mattéor a discussion of
existing OTS enforcement matters and potentialréutwrrective actions.

Other than the matters set forth above, there aattrer new material pending legal proceedingspdiates to which the Company
or its subsidiaries is a party other than ordirigation routine to their respective businesses.

Item 4. Removed and Reserve!
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PART Il
Item 5. Market for Registrant’s Common Equity, Related Stockholders Matters anissuer Purchases of Securitie

The Company’s common stock trades on the NASDAG&8IMarket® under the symbol “CASH Quarterly dividends for 2010 au
2009 were $0.13. The price range of the commarksts reported on the NASDAQ System, was as faiow

Fiscal Year 2010 Fiscal Year 2009
Low High Low High
First Quarte! $ 20.4  $ 23.7¢ % 6.7t $ 16.9¢
Second Quarte 17.4C 25.2¢ 6.5¢ 12.2¢
Third Quartel 24.9i 32.6i 8.5( 21.5Z
Fourth Quarte 29.2¢ 36.72 19.27 24.0¢

Prices disclose inter-dealer quotations withowirebark-up, mark-down or commissions, and do remtassarily represent actual
transactions.

Dividend payment decisions are made with considaratf a variety of factors including earnings,dirtial condition, market
considerations, and regulatory restrictions.

As of September 30, 2010, the Company had 3,11kHaRes of common stock outstanding, which were bgl206 shareholders of
record, and 490,993 shares subject to outstanditigns. The shareholders of record number doeseflect approximately 1000 persons or
entities that hold their stock in nominee or “stte@mme.

The transfer agent for the Company’s common stedékegistrar & Transfer Company, 10 Commerce D@ranford, New Jersey,
07016.

There have been no purchases by the Company dhenguarter ended September 30, 2010 of equityritiesuthat are registered by
the Company pursuant to Section 12 of the Exchamge
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Item 6. Selected Financial Date
SEPTEMBER 30, 2010 2009 2008 2007 2006
SELECTED FINANCIAL CONDITION DATA
(Dollars in Thousands
Total asset $ 1,029,76 834,777 $ 710,23t $ 686,08( $ 740,92
Loans receivable, n 366,04! 391,60¢ 427,92¢ 355,61: 368,95¢
Securities available for sa 506,85 364,83t 203,83« 158,70: 172,44:
Goodwill and intangible asse 2,66 2,21¢ 2,20¢ 1,50¢ 1,50¢
Deposits 897,45: 653,74 499,80: 522,97¢ 538,16¢
Total borrowings 41,21« 116,79¢ 147,68: 78,53¢ 114,78¢
Shareholdel equity 72,04¢ 47,34 45,73: 48,09¢ 45,09¢
YEAR ENDED SEPTEMBER 30, 2010 2009 2008 2007 2006
SELECTED OPERATIONS DATA
(Dollars in Thousands, Except Per Share D
Total interest incom $ 39,08 36,72t $ 37,41t $ 37,77¢  $ 38,11:
Total interest expens 5,99¢ 8,907 13,41¢ 16,967 19,61:
Net interest incom 33,09( 27,81¢ 24,00: 20,80 18,50:
Provision for loan losse 15,79: 18,71 2,71F 3,16¢ 31C
Net interest income after provision for loan los 17,29¢ 9,10¢ 21,28¢ 17,63¢ 18,19:
Total nor-interest incom 97,44: 79,96¢ 37,69¢ 21,85¢ 13,49t
Total nor-interest expens 94,93( 91,08! 61,82( 36,95¢ 26,64
Income (loss) from continuing operations beforeme
tax expense (benefi 19,81 (2,006 (2,836 2,53¢ 5,04t
Income tax expense (benei 7,42( (549 (1,007) 1,22 1,66¢
Income (loss) from continuing operatic 12,39: (1,467) (1,839 1,312 3,37¢
Income (loss) from discontinued operations, neag — — 811 (141) 30¢
Net income (loss 12,39¢ (1,467) (1,029 1,171 3,68¢
Basic earnings (loss) per common sh
Income (loss) from continuing operatic $ 4.2: (0.5¢) $ 0.77) $ 052 $ 1.3¢€
Income (loss) from discontinued operatic — — 0.31 (0.0€) 0.12
Net income (loss $ 4.2¢ (0.56) $ 040 $ 0.4€ $ 1.4¢
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic $ 4.11 (0.56) $ (0.69 $ 05C $ 1.3¢
Income (loss) from discontinued operatic — — 0.31 (0.0%) 0.12
Net income (loss $ 4.11 (0.5¢) $ (0.39) $ 04t $ 1.4¢€
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YEAR ENDED SEPTEMBER 30, 2010 2009 2008 2007
SELECTED FINANCIAL RATIOS AND OTHER
DATA
PERFORMANCE RATIOS
Return on average ass 1.22% -0.2(% -0.14% -0.14% 0.17%
Return on average ass-continuing operation 1.22% -0.2(% -0.24% -0.24% 0.1<%
Return on average equi 20.5% -3.1% -2.27% 2.6%% 8.55%
Return on average equ-continuing operation 20.5% -3.13% -4.071% 3.01% 7.8%%
Net interest marg-continuing operation 3.4%% 3.5(% 3.51% 3.38% 2.85%
Operating expense to average a«-continuing
operations 9.3€% 10.5%% 8.25% 5.2€% 3.55%
QUALITY RATIOS-Continuing Operation
Non-performing assets to total assets at end of 0.94% 1.7¢% 1.0€% 0.38% 0.72%
Allowance for loan losses to n-performing loan: 63% 55% 76% 19€% 121%
CAPITAL RATIOS
Shareholde’ equity to total assets at end of per 7.0(% 5.61% 6.44% 7.01% 6.0<%
Average shareholde equity to average ass¢ 5.93% 5.42% 6.01% 6.2(% 5.7¢%
OTHER DATA
Book value per common share outstanc 23.1¢ 17.97 17.5¢ 18.57 17.7¢
Dividends declared per she 0.52 0.52 0.52 0.52 0.52
Number of ful-service offices 12 12 13 17 19
Item 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

This section should be read in conjunction withftilwing parts on this Form 10-K: Part Il, Itent'@onsolidated Financial

Statements and Supplementary Data,” Part I, It&m"Quantitative and Qualitative Disclosures Abdiarket Risk,” and Part I, Item 1

“Business.”

General

The Company is a unitary savings and loan holdorggany whose primary subsidiary is the Bank. Then@any focuses on two cc
businesses, its regional retail banking businedsaamational payments business, conducted thrdaadARS division. The Company’s retail
bank business is focused on establishing and niiimgglong-term relationships with customers, amdammitted to serving the financial

service needs of the communities in its market.afigee retail bank’s primary market area includesfollowing counties: Buena Vista, Dallas
and Polk located in central and northwestern Iawal, Brookings, Lincoln, and Minnehaha located ist eantral South Dakota. The traditio
retail bank segment attracts retail deposits froengeneral public and uses those deposits, togeitteother borrowed funds, to originate and
purchase residential and commercial mortgage laartsto originate consumer, agricultural and otteenmercial loans and to purchase var
investment and mortgage-backed securities.

MPS, a division of the Bank, is an industry leaitethe issuance of prepaid debit cards and isalsmvider of a wide range of
payment-related products and services, includiegaid debit cards such as those related to giftrefunds, rebate, travel and payroll, ATMs,
and consumer credit products. MPS pursues a gyrafevorking with industry-leading companies inaxiety of businesses to help them
introduce new payment products to their customarsaddition, MPS partners with emerging compatiedevelop and introduce new payment
products. MPS earns revenues from fees as wbkiag a significant provider of low- and no-costrdend deposits related to its prepaid card
business. Certain MPS’ activities have been sigaifily curtailed as a result of supervisory dineegtiissued by the OTS. For a description of
the directives, see Iltem 1. “Regulation — Bank Svig®n and Regulation — OTS Supervisory Directiaes Related Matters.It is expectec
as described below, that the directives will hagggaificant impact on revenues, profitability, apwth of the MPS division and the
Company as a whole.
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Overview of Corporate Developments

In fiscal 2010, the MPS division continued to demstoate significant growth on a year-over-year basiscal 2010 MPS-related card
fee income grew 20% as compared to fiscal 2009istal 2010, MPS continued to expand its tax-eelatebate, and consumer credit business
lines. During fiscal 2010, the Bank participatadiipre-season tax-related loan program with amajopreparation firm as it did in the prior
fiscal year. The Company managed the funding aaditcrisks and realized its expected return orpttogram. In addition, MPS provided a
prepaid debit card for refunds with the same taparation company in fiscal 2010 and 2009. As ioast earlier in this Annual Report, the
Bank does not anticipate offering its tax-relateaigpams in fiscal 2011. Moreover, the Bank was medéo discontinue its iAdvance lending
program and complied with that order on October2ld,0. iAdvance represented 13% and our tax-itlaten and refund transfer programs
represented 16% of our fiscal 2010 MPS gross prdifitvas expected that these programs would dmut&iapproximately the same level to
earnings in fiscal 2011 as they did in fiscal 20Tte Bank may not enter into new third party tieleghip agreements or amend existing
agreements (except to comply with law), absentleggty permission. These relationships includegddition to those discussed above, card
agreements, including our Simplexus platform thiatxes small banks to issue cards, and our ATM spstsp programs. As a result, third
party entities may decide to migrate their businessther banks that are not similarly restrict€he such party has already announced its
intent to decrease its reliance on MetaBank. Aesalt, it is possible that revenues, low and n&t-deposits, and profits generated by these
lines will decrease in fiscal 2011. See Item lusBess — Bank Supervision and Regulation — OTS&uigory Directives and Related
Matters.”

Also, we disclosed in our Form 8-K filings of Octfil2, 2010 and October 18, 2010 that we antiadiptite discontinuance of the
iAdvance loan program may result in elevated rafesonpayment on outstanding iAdvance loans. Wthé&urdisclosed in our Form 8-K filed
on December 2, 2010 our estimate that the elevasseés caused by the sudden discontinuation oAtheance loan program in mid-

October 2010 will result in the recognition of ammaterial amount of related loan loss provisionemge of approximately $50,000 or less, for
the three months ending December 31, 2010, ané:aféirm that estimation.

We also disclosed in our Form 8-K filed on Decenthe2010 that following these Supervisory Direcsivenanagement of MPS has
been in discussions with various third parties réigg the structure and fees of tax-related programich could be submitted to the OTS for
approval, and that in light of requirements imposadVPS for any proposed programs to be submitie®f'S approval and the timeline for
expected OTS review, MPS had concluded that ituwwdigely to offer these tarelated programs during the upcoming 2011tax seaBorally,
we disclosed that MPS has been in discussionsomighof its primary program managers of the taxteelgprograms regarding a mutual
agreement to terminate the program agreement 2@l tax season. During the pendency of thasiséions, that program manager
provided MPS its notice of termination on NovemBer 2010.

The traditional bank segment is continuing to bitdcdcustomer base from its previous expansiohéngrowing metropolitan areas of
Sioux Falls, South Dakota and Des Moines, lowae Bank has added six branches in approximatelpdlsenine years in these markets. The
Bank focuses primarily on establishing lending degosit relationships with commercial businessescammmercial real estate owners or
developers in these communities. During the secpradter of fiscal 2008, the Company sold its comaia¢ banking subsidiary, MetaBank
WC, which included three branches in rural Westi€é¢howa. The transaction closed March 28, 200Be Company is how a unitary savings
and loan holding company, not a bank holding corgpand is subject to the jurisdiction of the OTEhis transaction allows the Company to
increase its focus on higher growth markets anéhess lines. The Bank now operates 12 retail mankiranches: in Brookings (1) and Sioux
Falls (3), South Dakota, in Des Moines (6) and i&tbake (2), lowa and maintains a non-retail sertic@ch in Memphis, Tennessee.

On September 30, 2010, the Company sold Meta Trust.
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Financial Condition

The following discussion of the Company’s consdkdifinancial condition should be read in conjunictwith the Selected
Consolidated Financial Information and Consoliddtethncial Statements and the related notes indlidéhis Annual Report on Form 10-K.

As of September 30, 2010, the Company’s assets lgye$ 95.0 million, or 23.4%, to $1.0 billion compd to $834.8 million at
September 30, 2009. The increase in assets wastesf primarily in increases in the Company’s mage-backed securities and to a lesser
extent the Company’s cash and cash equivalensgtdff part by decreases in the Company’s portfuflicet loans.

Total cash and cash equivalents and federal fusidsrgere $87.5 million at September 30, 2010, andase of $81.3 million from
$6.2 million at September 30, 2009. The growtlmarily was the result of the Company’s increasedidity from an increase in deposits,
primarily due to deposits generated by MPS. In ganthe Company maintains its cash investmenisterest-bearing overnight deposits with
the FHLB and the FRB. Federal funds sold depositg be maintained at the FHLB. At September 300288 Company had no federal funds
sold.

The total of mortgage-backed securities and investreecurities available for sale increased $1agllbn, or 38.9%, to $506.8
million at September 30, 2010, as investment pusebaxceeded related maturities, sales, and painudy downs. The Company’s portfolio
of investment securities available for sale cosgisimarily of mortgage-backed securities, whickieheelatively short expected lives. During
fiscal year 2010, the Company purchased $435.8omitif mortgage-backed securities with averageslivifive years or less or stated finals of
approximately 30 years or less and sold mortgag&dzhsecurities in the amount of $97.6 million.e Skte 4 to the “Notes to Consolidated
Financial Statements,” which is included in Partitém 8 “Consolidated Financial Statements andpfumpentary Data” of this Annual Report
on Form 10-K.

The Company’s portfolio of net loans receivablerdased by $25.6 million, or 6.5%, to $366.0 millmtSeptember 30, 2010 from
$391.6 million at September 30, 2009. This de@gasnarily relates to a decrease of $27.9 milloosommercial and multi-family real estate
loans. One- to four-family residential loans atszreased by $7.8 million from the prior fiscal ydae to sales and repayments exceeding
originations. Offsetting the above was an incréasmnsumer loans of $12.1 million. See Note th®“Notes to Consolidated Financial
Statements,” which is included in Part Il, tem@ohsolidated Financial Statements and Supplemebtaty” of this Annual Report on
Form 10-K.

The Company owns stock in the FHLB due to its mawsitip and participation in this banking system.e Bompany’s investment in
such stock decreased $1.8 million, or 25.1%, t8 $illion at September 30, 2010 from $7.1 millidrSaptember 30, 2009. The decrease was
due to a decrease in the level of borrowings froemRHLB, which require a calculated level of staokestment based on a formula determined
by the FHLB.

Bond insurance receivable decreased $0.4 millidepatember 30, 2010 as management revised thetegdpeceipt of insurance
proceeds related to the purported MetaBank ceatdiof deposits matter disclosed in Item 3. “Lé@yalceedings”

Foreclosed real estate and repossessed assetasgetcte $1.3 million as compared to $2.1 millioseptember 30, 2009 due to sales
and write offs exceeding the foreclosure of asaetkloan collateral related to previously reporied-performing loans.

Total deposits increased by $243.7 million, or 87,80 $897.4 million at September 30, 2010 from3&5nillion at September 30,
2009. During fiscal 2010, the Company continuedrmw its low- and no-cost deposit portfolio. Dep@attributable to MPS were up $233.1
million, or 55.2%, at September 30, 2010, as coegb&w September 30, 2009. This increase results frowth in prepaid card programs. As
mentioned previously, it is unclear what the leveMPS-generated deposits will be in fiscal 2011.
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The Company’s total borrowings decreased $75.8anjllor 64.7%, from $116.8 million at September 3009 to $41.2 million at
September 30, 2010 and is primarily due to the gia deposits. See Notes 9, 10, and 11 to theédlts Consolidated Financial Statements,”
which is included in Part Il, Item 8 “ConsolidatEohancial Statements and Supplementary Data” efAlninual Report on Form 10-K.

At September 30, 2010, the Company’s sharehol@epsity totaled $72.0 million, up $24.7 million fro$47.3 million at
September 30, 2009. The increase was relate@ tssbance of common shares of $8.6 million, arive change in the accumulated other
comprehensive loss on the Company'’s availablediar gortfolio, an increase in fiscal net incomeampared to the prior fiscal year and offset
in part by the payment of cash dividends on the gamg’s common stock. At September 30, 2010, thekBantinues to meet regulatory
requirements for classification as a well-capitdiznstitution. See Note 15 to the “Notes to Cdidated Financial Statements,” which is
included in Part Il, Item 8 “Consolidated Financshtements and Supplementary Data” of this AnRegdort on Form 10-K.

Results of Operations

The following discussion of the Company’s Resuft®©perations should be read in conjunction with $ilséected Consolidated
Financial Information and Consolidated Financiat&ments and the related notes included in thisuAhReport on Form 10-K.

The Company’s Results of Operations are dependengbinterest income, non-interest income, noer@dt expense, and income tax
expense. Net interest income is the differencepogad, between the average yield on interesirgpassets and the average rate paid on
interest-bearing liabilities. The interest rateesut is affected by regulatory, economic, and coitipefactors that influence interest rates, loan
demand, and deposit flows. The Company, like diinancial institutions, is subject to interesteraisk to the extent that its interest-earning
assets mature or reprice at different times, oa different basis, than its interest-bearing litibd. The Company’s non-interest income
improved significantly in fiscal 2010 as comparediscal 2009, and in fiscal 2009 as compareddcdli 2008. Non-interest expense also
increased in proportion to net interest income ramakinterest income as compared to the prior figeat. A more detailed explanation of the
factors responsible for results of operations ef@ompany is presented below.

The Company'’s nomterest income is derived primarily from prepa#d; credit products, and ATM fees attributabl®ieS and fee
charged on bank loans and transaction accounts. ifidome is offset, in part, by expenses, suatbagpensation and occupancy expenses
associated with additional personnel and officafions as well as card processing expenses atlileuto MPS. To a lesser extent, rinteres
income is derived from gains or losses on the gbdecurities available for sale as well as the gamy’s holdings of bank owned life
insurance. Nonnaterest expense is also impacted by occupancegnigment expenses, regulatory expenses, anddadalonsulting expens:

Comparison of Operating Results for the Years Ende&eptember 30, 2010 and September 30, 2009

General. The Company recorded net income from continuiperations of $12.4 million, or $4.11 per dilutedsh for the year ended
September 30, 2010 compared to a loss of $1.5amjlér $0.56 per diluted share, for the year er@kgatember 30, 2009. The increase in net
income in the current period was primarily causgéibv increase in non-interest income and a redudtiohe provision for loan losses which
were partially offset by an increase in non-inteee@ense. In addition, net interest income ineed#$5.3 million as compared to the prior
fiscal year.

Net Interest Income Net interest income from continuing operationsfiecal 2010 increased by $5.3 million, or 18.9%$33.1 million fromr
$27.8 million for the prior fiscal year. Net intstenargin decreased slightly to 3.43% in fiscaln2@10 as compared to 3.50% in fiscal year
20009.

The Company’s average earning assets increasedSht@fion, or 21.3%, to $964.6 million during fiscyear 2010 from $795.1
million during fiscal year 2009. The increase iigrarily the result of the increase in the Companylortgage-backed securities portfolio.
Overall, asset yields declined by 57 basis pointstd lower
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average rates. The increase in average earniatsagas offset by a change in the mix of earnisgtas to more investment securities and
fewer loans, and a decrease in yields in mortgagpéednl securities and other investments.

The Company’s average total deposits and intdreating liabilities increased $135.2 million, or.9%, to $935.3 million during fisc
year 2010 from $800.1 million during fiscal yeai020 The increase resulted mainly from an incré@asiee Compan's non-interest-bearing
deposits. The Company’s cost of total depositsiataitest-bearing liabilities declined 47 basisn®ito 0.64% during fiscal year 2010 from
1.11% during fiscal year 2009 primarily due to donéd migration to low and no-cost deposits proditg MPS.
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Average Balances, Interest Rates, and Yields

The following table presents, for the periods iadkd, the total dollar amount of interest inconmrfraverage interest-earning assets
and the resulting yields, as well as the interepease on average interest-bearing liabilitiesyesged both in dollars and rates. No tax
equivalent adjustments have been made. Non-Aagioens have been included in the table as loamgicg a zero yield. Balances related to
discontinued operations have been reclassifiedmeinterest earning assets and non-interest bebainitjties for all periods presented.

2010 2009 2008
Average Interest Average Interest Average Interest
Year Ended September 30 Outstanding Earned / Yield / Outstanding Earned / Yield / Outstanding Earned / Yield /
(Dollars in Thousands) Balance Paid Rate Balance Paid Rate Balance Paid Rate
Interest-earning assets
Loans receivabl $ 402,75($ 24,94« 6.1%$ 423,91t $ 25,56 6.02%$ 413,86t $ 25,90¢ 6.2€%
Mortgage-backed securitie 422,90: 13,37( 3.1€% 259,26! 10,23( 3.95% 194,78! 8,48¢ 4.36%
Other investment 138,91! 76¢ 0.558% 111,91( 93t 0.8%  74,80¢ 3,02¢ 4.0%
Total interest-earning assets 964,56¢ $ 39,08 4.05% 795,09( $ 36,72¢ 4.62% 683,46($ 37,41¢ 5.471%
Nor-interes-earning asset 49,73¢ 68,18 65,53¢
Total assets $1,014,30! $ 863,27 $ 748,99¢
Non-interest bearing depos $ 633,24t $ = 0.0(%$ 490,65: $ = 0.0(%$ 341,62: $ = 0.0(%
Interest-bearing liabilities:
Interes-bearing checkini 21,16¢ 25¢ 1.22%  15,79¢ 39 0.25%  15,07¢ 104 0.6<%
Savings 10,43! 34 0.3:% 9,73¢ 38 0.3%  10,07: 10t 1.04%
Money market: 34,71 292 0.84%  38,55¢ 41F 1.08%  61,59: 1,47¢ 2.4(%
Time deposit: 136,40¢ 3,32¢ 240 146,64 4,84¢ 3.31% 139,86¢ 6,071 4.34%
FHLB advance: 76,31: 1,55¢ 2.0%%  66,27: 2,621 3.9¢% 103,76¢ 3,96( 3.82%
Other borrowings 23,02: 527 2.2% 32,47, 93¢ 2.8¢% 20,96 1,69 8.0¢%
Total interest-bearing liabilities 302,05’ 5,99: 1.9¢% 309,48 8,907 2.88% 351,34( 13,41¢ 3.82%
Total deposits and interes-
bearing liabilities 935,30: $ 5,99¢ 0.6 800,13*$ 8,90 1.11% 692,96:$ 13,41t 1.9%
Other norinterest bearin
liabilities 18,81¢ 16,38: 11,00(
Total liabilities 954,11¢ 816,51¢ 703,96¢
Shareholder equity 60,19( 46,75¢ 45,03:
Total liabilities and shareholder¢
equity $1,014,30 $ 863,27" $ 748,99¢
Net interest income and net inter
rate spread including nanteres
bearing deposit $ 33,09( 3.41% $ 27,81¢ 3.51% $ 24,00! 3.54%
Net interest margin __ 34% ___ 35 __ 351%
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The following schedule presents the dollar amotichanges in interest income and interest expesrsaéjor components of interest-
earning assets and interest-bearing liabilitieglistinguishes between the increase related toehigutstanding balances and that due to the
levels and volatility of interest rates. For eaaltegory of interest-earning assets and interesirigeliabilities, information is provided on
changes attributable to (i) changes in volume ¢hanges in volume multiplied by old rate) and¢hanges in rate (i.e. changes in rate
multiplied by old volume). For purposes of thibleg changes attributable to both rate and volumedannot be segregated have been allo
proportionately to the change due to volume anctti@nge due to rate.

2010 vs. 2009 2009 vs. 2008
Rate / Volume Increase / Increase / Total Increase / Increase / Total
Year Ended September 30, (Decrease) (Decrease) Increase / (Decrease) (Decrease) Increase /
(Dollars in Thousands) Due to Volume Due to Rate (Decrease) Due to Volume Due to Rate (Decrease)
Interest-earning assets
Loans receivabl $ (1,319 $ 70C $ 617 $ 67€ $ (1,029 $ (349)
Mortgage-backed securitie 4,59 (1,45%) 3,14(C 2,42¢ (689%) 1,74¢
Other investment 38t (551) (16€) 3,49¢ (5,58¢) (2,090
Total interest-earning assets $ 3,665 $ (1,30) $ 2351 $ 6,60 $ (7,29 $ (692)
Interest-bearing liabilities
Interes-bearing checkin $ 18 3 20z % 22C % 5 $ (70) $ (65)
Savings 3 (7) 4 4 (63 (67)
Money market: (38) (85) (123) (430) (633) (1,067%)
Time deposit: (320 (1,205 (1,525 313 (2,535 (1,222
FHLB advance: 48€ (1,555 (1,069) (1,48¢) 15E (1,339
Other borrowing (241) (172) (413) 4,43¢ (5,197%) (758)
Total interest-bearing liabilities $ 92 $ (2,829 $ (2,919 $ 2,831 $ (7,339 $ (4,509)
Net effect on net interest incom $ 3,751 $ 1512 $ 5271 $ 3,77 $ 44 3 3,81¢

Provision for Loan Losses In fiscal 2010, the Company recorded a provisanoan losses of $15.8 million, compared to $18ilfion for
fiscal 2009. $11.4 million of the fiscal 2010 pision related to MPS, of which $9.9 million relateshe completion of a loan program offered
in collaboration with MPS’s tax preparation partméth all appropriate accounts now chargetj-consistent with our policy. There are no |
balances or allowance remaining for this prograrafé&september 30, 2010.

Management closely monitors economic developmenifs tegionally and nationwide, and considers thHas®rs when assessing the
adequacy of its allowance for loan losses. Wiike€@ompany has no direct exposure to sub-primegagetloans, management believes the
current recessionary environment may strain theniifal condition of some borrowers. Managementefloee believes that future losses in the
residential portfolio may be somewhat higher thesohnical experience. Concerns regarding the esdnslowdown, has led management to
the conclusion that future losses in its commeiaia multi-family and commercial business portfatiay be somewhat higher than historical
experience. On the other hand, current trendgrictural markets remain reasonable. Higher cadlity prices as well as average to above
average Yields created positive economic conditfonsnost farmers in our markets in 2009. Nonetbgl management still expects that future
losses in this portfolio, which have been very loauld be higher than recent historical experieridanagement believes that the
aforementioned recession may also negatively impatsumers’ repayment capacities. Additionallgizable portion of the Company’s
consumer loan portfolio is secured by residengal estate, as discussed above, which is an alEadimsely monitored by management in
view of its stated concerns.

The allowance for loan losses established in caiorewith MPS operations results from an estimafpoocess that evaluates relevant
characteristics of its credit portfolio(s). MPShsaers other internal and external environmeitetiors such as changes in operations or
personnel and economic events that may affectdbguacy of the allowance for credit losses. Adjgstts to the allowance for loan losses are
recorded periodically based on
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the result of this estimation process. Due toviiréed and unknown nature and structures of futuedit programs, the exact methodology to
determine the ALL for each program will not be itleal. Each program may have differing levelsisky definitions of delinquency and loss,
inclusion/exclusion of credit bureau criteria, nate migration dynamics, etc. Similarly, the addil capital required to offset the increased
risk in subprime lending activities may vary byditgprogram. Each program will need to be evaldateparately and with potentially different
methodologies. The increased charge-offs for MiR8itresulted primarily from pre-season tax loemsub-prime borrowers that peaked in
January 2010. Management was pro-active and edtabila provision for loan losses for these loangd the tax pre-season offering period.
The majority of the charge-offs for these pre-saasa loans were recorded against the allowanck#or losses in the third quarter of fiscal
2010. The charge-offs were in accordance with mameent’s expectations of the pre-season tax pragram

Management believes that, based on a detailedwefi¢he loan portfolio, historic loan losses, @ntreconomic conditions, the size
the loan portfolio, and other factors, the curiemel of the allowance for loan losses at Septer30e2010 reflects an adequate allowance
against probable losses from the loan portfolithough the Company maintains its allowance farldosses at a level that it considers to be
adequate, investors and others are cautionedhbis tan be no assurance that future losses wilhxueed estimated amounts, or that
additional provisions for loan losses will not legjuired in future periods. In addition, the Compamletermination of the allowance for loan
losses is subject to review by its regulatory agesjavhich can require the establishment of aduitigeneral or specific allowances.

Non-Interest Income. Non-interest income increased by $17.5 million2d19%, to $97.5 million for fiscal 2010 from $80xdllion for fiscal
2009. Fees earned on prepaid debit cards, crextitipts and other payment systems products anatesmere $93.2 million for fiscal 2010
compared to $77.5 million for fiscal 2009.

In addition, the Bank recorded a gain on sale ofisges available for sale of $2.1 million in f@2010 as compared to gain on sal
$0.8 million in the prior fiscal year.

Non-Interest Expense.Non-interest expense increased by $3.8 millior.2%, to $94.9 million for fiscal 2010 from $91riillion for the
same period in fiscal year 2009.

Compensation expense totaled $32.5 million forafif010 as compared to $32.7 million for fiscal 20 January 2010the
Company eliminated 47 positions in MPS. The reidndn compensation expense is expected to amoumgarly $5.0 million, on an
annualized basis, as a result of this action.

Costs associated with the operational support @f-oelated products at MPS also increased. Cardgssing expenses totaled $38.2
million for fiscal 2010 as compared to $33.5 mitlifor fiscal 2009. These expenses primarily stesmfprepaid card and credit-related
programs managed by MPS. Other card processingnsegncreases are attributable to settlementifunscfor value loading, card sales and
anticipated growth of existing products.

The Company’s occupancy and equipment expensedo$d.2 million for fiscal 2010 as compared to $8ibion for fiscal 2009.
The increase was due to supporting new producs mel increasing market penetration of MPS prodamtisservices.

Income Tax Expense (Benefit Income tax expense from continuing operationdiémal 2010 was $7.4 million, or an effective taxe of
37.4%, compared to a tax benefit of $0.5 millionao effective tax rate of 27.1%, in fiscal 200he change in tax expense is primarily due to
the change in net income from continuing operatioefere income tax expense. The Company’s recdraguine tax expense was also
impacted primarily by permanent differences betweeok and taxable income.

Comparison of Operating Results for the Years Ende&eptember 30, 2009 and September 30, 2008

General. The Company recorded a loss from continuing djgers of $1.5 million, or $0.56 per diluted shdia,the year ended September
2009 compared to a loss of $1.8 million, or $0.68dliluted share, for the year ended Septembe2@IB. Net loss in the current period was
primarily caused by an increased provision for laeses in
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connection with various commercial borrowers. didigion, net interest income increased $3.8 milkencompared to the prior fiscal year.
Including discontinued operations, net loss wa$ $illion, or $0.56 per diluted share, for the yeaded September 30, 2009 compared to a
net loss of $1.0 million, or $0.38 per diluted shdor the year ended September 30, 2008. Neiregrim the prior fiscal year 2008 were
impacted by an after-tax gain of $735,000 resultiogn the sale of the Company’s commercial banlsagsidiary, MetaBank WC. See Note 2
of the “Notes to Consolidated Financial Stateménthjch is included in Part Il, Item 8Consolidated Financial Statements and Suppleme
Data” of this Annual Report on Form 10-K for furtheformation on discontinued operations.

Net Interest Income Net interest income from continuing operationsfiacal 2009 increased by $3.8 million, or 15.9%$27.8 million fron
$24.0 million for the prior fiscal year. Net inést margin remained stable at 3.50% in fiscal 689 as compared to 3.51% in fiscal year
2008.

The Company’s average earning assets increasedéhtillion, or 16.3%, to $795.1 million during fiscyear 2009 from $683.5
million during fiscal year 2008. The increase ligrarily the result of the increase in the Companyortgage-backed securities portfolio.
Overall, asset yields declined by 85 basis pointstd lower average rates. The increase in averageng assets was offset by a change in the
mix of earning assets and a decrease in yieldb aaegories.

The Company’s average total deposits and intdreating liabilities increased $107.1 million, or.8%, to $800.1 million during fisc
year 2009 from $693.0 million during fiscal yeai080 The increase resulted mainly from an incré@asiee Compan’s non-interest-bearing
deposits. The Company’s cost of total depositsiatetest-bearing liabilities declined 83 basisnt®ito 1.11% during fiscal year 2009 from
1.94% during fiscal year 2008 primarily due to donéd migration to low and no-cost deposits proditg MPS.

Provision for Loan Losses In fiscal 2009, the Company recorded a provisaroan losses of $18.7 million, compared to $2illion for

fiscal 2008. $8.1 million of the fiscal 2009 pision related to MPS, of which $7.9 million relat® the completion of a loan program offered
in collaboration with MPS'’s tax preparation partméth all appropriate accounts now charget-consistent with our policy. There are no
balances or allowance remaining for this prograrafé&@eptember 30, 2009. During fiscal 2009, thenGany also recorded a provision for i
losses in the amount of $10.5 million primarily doghe failure of five commercial borrowers to aggheir respective loans, one of which the
Company believes committed fraud. As disclosetthénCompany’s current report on Form 8-K filing@étober 8, 2008, a borrower of the
Bank has likely participated in a fraud on the Banki other banks. Based on the Bank’s investigatidhe time, it concluded that, as of
September 30, 2008, it was appropriate to establishillowance for loan losses of $1.8 million. ekfsubsequent reviews during fiscal 2009,
the Bank concluded that a $3.1 million increasthéoloan loss was warranted. The increases weileuaable to lower collateral values caused
in large part by weaker economic conditions anétaribration in the commercial real estate markatential losses range from $2.1 millior
$6.0 million with an expected loss of $5.0 millio®@f the $4.9 million provided for since Octobel080a net of $5.0 million has already been
charged-off. See “Non-performing Assets, Otherrisaf Concern, and Classified Assets” herein.

Management closely monitors economic developmenifs tegionally and nationwide, and considers thHas®rs when assessing the
adequacy of its allowance for loan losses. Wiike@ompany has no direct exposure to sub-primegagetloans, management believes the
current recessionary environment may strain theniinal condition of some borrowers. Managemenietfioee believes that future losses in the
residential portfolio may be somewhat higher thestonical experience. Over the past six years tages in the commercial and multi-family
real estate market, and commercial business mdr&e¢ remained moderate. Management recognizemthaharge-off rates over the past
several years reflect the formerly strong econoenicironment and are not indicative of likely lossger a full business cycle. This
observation, as well as the aforementioned concgegexrding the economic slowdown, has led managetaehe conclusion that future losses
in this portfolio may be somewhat higher than reéd¢estorical experience, excluding loan lossesteeldo fraud by borrowers. On the other
hand, current trends in agricultural markets remea&sonable. Higher commodity prices as well @&age to above average yields created
positive economic conditions for most farmers im markets in 2009. Nonetheless, management spk&s that future losses in this portfolio,
which have been very low, could be higher thanmebéstorical experience. Management believesttimaforementioned recession may also
negatively impact consumers’ repayment capacitfedditionally, a sizable portion of the Companytmsumer loan portfolio is
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secured by residential real estate, as discussaeatvhich is an area to be closely monitored bypagament in view of its stated concerns.

The allowance for loan losses established in caiorewith MPS operations results from an estimafpoocess that evaluates relevant
characteristics of its credit portfolio(s). MPShsalers other internal and external environmetatetidrs such as changes in operations or
personnel and economic events that may affectdbguacy of the allowance for credit losses. Adjgstts to the allowance for loan losses are
recorded periodically based on the result of teigveation process. Due to the varied and unknoataore and structures of future credit
programs, the exact methodology to determine thie 8k each program will not be identical. Eachgmam may have differing levels of risk,
definitions of delinquency and loss, inclusion/exsibn of credit bureau criteria, roll rate migratidynamics, etc. Similarly, the additional
capital required to offset the increased risk ibpime lending activities may vary by credit pragtaEach program will need to be evaluated
separately and with potentially different methodpés. The increased charge-offs for MPS crediilted primarily from tax refund
anticipation loans (“RAL") to sub-prime borrowefsat peaked in March of 2009. Management was ptiweaand established a provision for
loan losses for these loans during the tax seafering period. The majority of the charge-offs these RAL loans were recorded against the
allowance for loan losses in the third quarterieédl 2009. The charge-offs were in accordanck mianagement’s expectations of the RAL
program.

Management believes that, based on a detailedwefi¢he loan portfolio, historic loan losses, @ntreconomic conditions, the size
the loan portfolio, and other factors, the curiemel of the allowance for loan losses at Septer30e2009 reflects an adequate allowance
against probable losses from the loan portfolithough the Company maintains its allowance fardosses at a level that it considers to be
adequate, investors and others are cautionedhbis tan be no assurance that future losses wilhxueed estimated amounts, or that
additional provisions for loan losses will not legjuired in future periods. In addition, the Compamletermination of the allowance for loan
losses is subject to review by its regulatory agesjavhich can require the establishment of aduitigeneral or specific allowances.

Non-Interest Income. Non-interest income increased by $42.3 million1®2.1%, to $80.0 million for fiscal 2009 from $3illion for fiscal
2008. Fees earned on prepaid debit cards, crextitipts and other payment systems products anateemvere $77.5 million for fiscal 2009
compared to $34.6 million for fiscal 2008.

In addition, the Bank recorded a gain on sale ofigges available for sale of $761,000 in fiscGD2 as compared to gain on sale of
$24,000 in the prior fiscal year. Offsetting thmee increases was a recorded loss on the sateeufidsed property and real estate owned of
$1.0 million. The Bank sold a portion of assetguieed due to fraud of a commercial borrower praslg disclosed.

Non-Interest Expense.Non-interest expense increased by $29.3 milliod703%, to $91.1 million for fiscal 2009 from $8Imillion for the
same period in fiscal year 2008.

Compensation expense totaled $32.7 million forali009 as compared to $25.7 million for fiscal 200 he increase represents the
addition of client relations, compliance and opiera support staff within MPS, as well as softwdeselopers, Information Technology (“IT”)
support staff, and other administrative supporhinithe Company. Most of the new employees areded on supporting new business gro
and the expansion of existing MPS products andcesy

Costs associated with the operational support @f-oelated products at MPS also increased. Cardassing expenses totaled $33.5
million for fiscal 2009 as compared to $15.6 mitlifor fiscal 2008. These expenses primarily steamfprepaid card and credit-related
programs managed by MPS. Other card processingngggncreases are attributable to settlementiunsctor value loading, card sales and
anticipated growth of existing products. Managetexpects that these costs will continue to inaeesMPS issues more cards and offers
and expanded products and services.

The Company’s occupancy and equipment expenseto$d.0 million for fiscal 2009 as compared to $®iion for fiscal 2008.
The increase was due to supporting new producs fmel increasing market penetration of MPS prodamtisservices. Management expects
that occupancy and equipment costs will gradualtyease as MPS issues more cards and offers neaxpadded products and services.
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Income Tax Benefit Income tax benefit from continuing operationsffecal 2009 was $543,000, or an effective tax cdte7.1%, compared
to a tax benefit of $1.0 million, or an effectiaxtrate of 35.3%, in fiscal 2008. The change inb@nefit is primarily due to the change in loss
from continuing operations before income tax benéfhe Company’s recorded income tax benefit Wwss impacted primarily by permanent
differences between book and taxable income.

Discontinued Operations The Company reported no income or loss from disoaed operations for fiscal 2009 compared to inewf
$811,000 for fiscal 2008. The prior year was impddy a $735,000 after-tax gain on the sale ofaahk WC. See Note 2 of the “Notes to
Consolidated Financial Statements,” which is inelich Part 11, Item 8 “Consolidated Financial Stagats and Supplementary Data” of this
Annual Report on Form 10-K for further discussiandiscontinued operations.

Critical Accounting Policies

The Company'’s financial statements are prepareddordance with GAAP. The financial informatiomtained within these
statements is, to a significant extent, finanai&imation that is based on approximate measur#dsedinancial effects of transactions and
events that have already occurred. Based oniitsideration of accounting policies that: (i) invelthe most complex and subjective decisions
and assessments which may be uncertain at thehenestimate was made, and (ii) different estimtitasreasonably could have been used in
the current period, or changes in the accountitigyage that are reasonably likely to occur fromigeto period, would have a material impact
on the financial statements, management has itghttie policies described below as Critical AcammPolicies. This discussion and
analysis should be read in conjunction with the @any’s financial statements and the accompanyingsmaresented in Part Il, Item 8
“Consolidated Financial Statements and Supplemgiata” of its Annual Report on Form 10-K/A for tgear ended September 30, 2008 and
contained herein.

Allowance for Loan Lossed he Company'’s allowance for loan loss methodolagpiporates a variety of risk considerations, both
guantitative and qualitative, in establishing dowénce for loan loss that management believeppsogriate at each reporting date.
Quantitative factors include the Company’s histalrloss experience, delinquency and charge-oftiseoollateral values, changes in
nonperforming loans, and other factors. Quantiéatiictors also incorporate known information atindividual loans, including borrowers’
sensitivity to interest rate movements. Qualifiactors include the general economic environriretite Company’s markets, including
economic conditions throughout the Midwest andparticular, the state of certain industries. @imd complexity of individual credits in
relation to loan structure, existing loan policiasd pace of portfolio growth are other qualitafi@etors that are considered in the
methodology. As the Company adds new productsramdases the complexity of its loan portfoliowitl enhance its methodology
accordingly. Management may have reported a nadliedifferent amount for the provision for loarskes in the statement of operations to
change the allowance for loan losses if its assessof the above factors were different. Althouganagement believes the levels of the
allowance as of both September 30, 2010 and Septedih 2009 were adequate to absorb probable lggse®nt in the loan portfolio, a
decline in local economic conditions or other fastoould result in increasing losses.

Goodwill and Intangible Asset$soodwill represents the excess of acquisition cogts the fair value of the net assets acquiread in
purchase acquisition. Intangible assets includenps filed by the MPS Division. Goodwill and intable assets are tested annually for
impairment or more often if conditions indicateasgible impairment. Determining the fair valueaatporting unit involves the use of
significant estimates and assumptions. These at#8and assumptions include revenue growth ratésgerating margins used to calculate
future cash flows, risk-adjusted discount rategjrizieconomic and market conditions, comparisah@iCompany’s market value to book
value and determination of appropriate market coaigas. Actual future results may differ from th@stimates.

Each quarter the Company evaluates the estimatddllises of intangible assets and whether eventshanges in circumstances
warrant a revision to the remaining periods of aimation. In accordance with Codification of Aceting Standards (“ASC”) 350 (Financial
Accounting Standards Board (“FASB”) Statement Nd4)1Accounting for the Impairment or Disposal of Longdd Assetsrecoverability of
these assets is measured by comparison of thar@aagnount of the asset to the future undiscouoseth flows the asset is
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expected to generate. If the asset is considerbd tmpaired, the amount of any impairment is messas the difference between the carrying
value and the fair value of the impaired asset.

Assumptions and estimates about future valuesemadining useful lives of the Company’s intangibte @ther long-lived assets are
complex and subjective. They can be affected bgreety of factors, including external factors sashindustry and economic trends, and
internal factors such as changes in the Compamgmbss strategy and internal forecasts. AlthobhghCtompany believes the historical
assumptions and estimates used are reasonablpmpdate, different assumptions and estimatetdaoaterially impact the reported
financial results.

Self-Insurance.The Company has a self-insured healthcare plaitsfemployees up to certain limits. To mitigateaation of these
risks, the Company has a stop-loss insurance ptililopgh a commercial insurance carrier for coveragexcess of $55,000 per individual
occurrence with a maximum aggregate limit for eatployee of $2.0 million. The estimate of selfurence liability is based upon known
claims and an estimate of incurred, but not regoftBBNR”) claims. IBNR claims are estimated usinigtorical claims lag information
received by a third party claims administrator.eao the uncertainty of health claims, the appraacludes a process which may differ
significantly from other methodologies and stilbduce an estimate in accordance with GAAP. Althooginagement believes it uses the best
information available to determine the accrualone$een health claims could result in adjustmentise accrual.

Deferred Tax AssetsThe Company accounts for income taxes accorditiget@sset and liability method. Under this mettuzderrec
tax assets and liabilities are recognized for theré tax consequences attributable to differebetéseen the financial statement carrying
amounts of existing assets and liabilities andrtfespective tax basis. Deferred tax assets abdiies are measured using the enacted tax
rates applicable to income for the years in whitsse temporary differences are expected to be eeedwor settled. Deferred tax assets are
recognized subject to management’s judgment tladizegion is more-likely-than-not. An estimatepbbable income tax benefits that will not
be realized in future years is required in detemgrthe necessity for a valuation allowance. Thvweas no deferred tax valuation allowance at
September 30, 2010 and 2009.

Security ImpairmentManagement continually monitors the investment ggcportfolio for impairment on a security by seity
basis. Management has a process in place tofigseturities that could potentially have a créaipairment that is other than temporary. ~
process involves the length of time and extenthactvthe fair value has been less than the amdrtipst basis, review of available informat
regarding the financial position of the issuer, itamng the rating of the security, cash flow prjens, and the Company’s intent to sell a
security or whether it is more likely than not tBempany will be required to sell the security beftive recovery of its amortized cost which, in
some cases, may extend to maturity. To the exterdetermine that a security is deemed to be otter-temporarily impaired, an impairment
loss is recognized. If the Company intends toaslbcurity or it is more likely than not that then@pany would be required to sell a security
before the recovery of its amortized cost, lessanyent period credit loss, the Company recogrézesther-than-temporary impairment in
earnings for the difference between amortized andtfair value. If we do not expect to recoverdheortized cost basis, we do not plan to sell
the security and if it is not more likely than rioat the Company would be required to sell a sgcbefore the recovery of it amortized cost,
less any current period credit loss, the recogmitibthe other-than-temporary impairment is biftech For those securities, the Company
separates the total impairment into a credit l@ssponent recognized in earnings, and the amouthteoibss related to other factors is
recognized in other comprehensive income net @gax

The amount of the credit loss component of a detaisty impairment is estimated as the differenegvieen amortized cost and the
present value of the expected cash flows of tharggcThe present value is determined using tret bstimate cash flows discounted at the
effective interest rate implicit to the securitytla date of purchase or the current yield to deca asset- backed or floating rate security. Cast
flow estimates for trust preferred securities aggvid from scenario-based outcomes of forecastéalit rates, loss severity, prepayment
speeds and structural support.

In fiscal year 2010, the other than temporary impant losses recognized in earnings was $350,06@re were no other than
temporary impairment losses in fiscal 2009 andafi©08.
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Level 3 Fair Value Measureme@AAP requires the Company to measure the fair vafdaancial instruments under a standard
which describes three levels of inputs that maysesl to measure fair value. Level 3 measuremehidas significant unobservable inputs that
reflect the Company’s own assumptions about themaggons that market participants would use inipg@an asset or liability. Level 3 assets
and liabilities include financial instruments whagdue is determined using pricing models, discedrtash flow methodologies, or similar
techniques, as well as instruments for which therdgination of fair value requires significant mgament judgment or estimation. Although
management believes that it uses a best estimatéofation available to determine fair value, doghe uncertainty of future events, the
approach includes a process that may differ sicgaifily from other methodologies and still produnesatimate that is in accordance with
GAAP.

Net Portfolio Value.

Asset/Liability and Risk Managemeniiterest rate risk is the most significant marksit affecting the Company. Other types of
market risk, such as foreign currency exchangeriskeand commodity price risk, do not arise in tleemal course of the Company’s business
activities. The Bank, like other financial instituts, is subject to interest rate risk to the eixtkat its interest-bearing liabilities with shoatad
medium-term maturities mature or reprice more riggigan its interest-earning assets. The Compaeyg dot currently engage in trading
activities to control interest rate risk althougimiay in the future, if necessary, to manage istenate risk.

As a continuing part of its financial strategy, B@&nk considers methods of managing this assélitjaimismatch consistent with
maintaining acceptable levels of net interest ineom order to properly monitor interest rate rigle Board of Directors has created an
Investment Committee whose principal responsibsitare to assess the Bank’s asset/liability miximapdement strategies that will enhance
income while managing the Bank’s vulnerability ttaages in interest rates. In managing marketangkthe asset/liability mix, the Bank has
placed its emphasis on developing a portfolio inclvhto the extent practicable, assets and ligdsliteprice within similar periods. The goal of
this policy is to provide a relatively consisteawél of net interest income in varying interesereycles and to minimize the potential for
significant fluctuations from period to period. Oagproach used to quantify interest rate riskésBhnk’s net portfolio value (“NPV"analysis
In essence, this analysis calculates the differbet@een the present value of the liabilities dregresent value of expected cash flows from
assets and off-balance sheet contracts.

Even if interest rates change in the designatediatspthere can be no assurance that the Compasgets and liabilities would
perform as set forth below. In addition, a changeiS. Treasury rates in the designated amountsvguanied by a change in the shape of the
Treasury yield curve would cause significantly eliéint changes to the NPV than indicated below.

Presented below, as of September 30, 2010 and 2080 analysis of the Company’s interest rate askneasured by changes in NPV
for an instantaneous and sustained parallel shifie yield curve, in 100 basis point incremengsand down 200 basis points. Down 100 b
points and down 200 basis points are not presdateseptember 30, 2010 and 2009 due to the extseloel rate environment. At both
September 30, 2010 and 2009, the Company’s inteatestisk profile was within the interest sengiilimits set by the Board of Directors as
listed below. As of September 30, 2010, the Baikarest rate risk profile was within the limitstgorth by the OTS.

September 30, 2010

Estimated Estimated Increase
Change in NPV (Decrease) in NPV
Interest Rates Amount Amount Percent
(Dollars in Thousands)
Basis Points
+200 by 79,62: 7,62¢ 10.5%
+100 by 83,85! 11,85 16.4€¢%
— 71,99¢ — —
September 30, 2009
Estimated Estimated Increase
Change in NPV (Decrease) in NPV
Interest Rates Amount Amount Percent
(Dollars in Thousands)
Basis Points
+200 by 59,93: (9,547) -1.74%
+100 by 68,96¢ (508) -0.7%%
— 69,47 — _

Certain shortcomings are inherent in the methoahalysis presented in the table. For examplepadth certain assets and liabilities
may have similar maturities or periods to repricitiggy may react in different degrees to changesarket interest rates. Also, the interest
rates on certain types of assets and liabilitieg fluetuate in advance of changes in market intei@gs, while interest rates on other types
lag behind changes in market
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rates. Additionally, certain assets, such as &aljls rate mortgage loans, have features thaiaestranges in interest rates on a short-term

basis and over the life of the asset. Furthermadteough management has estimated changes iavéks lof prepayments and early withdra

in these rate environments, such levels wouldyiklegviate from those assumed in calculating thietabinally, the ability of some borrowers
to service their debt may decrease in the eveahafiterest rate increase.

Asset Quality

It is management’s belief, based on informationilabte at fiscal year end, that the Company’s auresset quality is satisfactory. At
September 30, 2010, non-performing assets, camgisfiimpaired/non-accruing loans, accruing loaginduent 90 days or more, restructured
loans, foreclosed real estate, and repossessedrnengroperty, totaled $9.7 million, or 0.9% ofalcassets, compared to $14.7 million, or
1.8% of total assets, at September 30, 2009.

Impaired/non-accruing and restructured loans ate®elper 30, 2010 totaled $8.2 million. There wete3$nillion in foreclosed real
estate and repossessed assets at September 30, 2010

The Company maintains an allowance for loan lobsesause of the potential that some loans may noegeed in full. See Note 1 to
the “Notes to Consolidated Financial Statementittvis included in Part Il, Item 8 “Consolidateth&ncial Statements and Supplementary
Data” of this Annual Report on Form 10-K. At Septeer 30, 2010, the Company had an allowance for lesses in the amount of $5.2
million as compared to $7.0 million at SeptemberZm9. Management's periodic review of the adeyud the allowance for loan losses is
based on various subjective and objective facturaiding the Company'’s past loss experience, knamchinherent risks in the portfolio,
adverse situations that may affect the borrowdsikta to repay, the estimated value of any undedycollateral, and current economic
conditions. While management may allocate portmfrithe allowance for specifically identified prebh loan situations, the majority of the
allowance is based on judgmental factors relatedegmverall loan portfolio and is available forydoan charge-offs that may occur. As stated
previously, there can be no assurance that futssek will not exceed estimated amounts, or ttditiadal provisions for loan losses will not
be required in future periods. In addition, ther@any’s bank is subject to review by the OTS, whiak the authority to require management
to make changes to the allowance for loan losses.

In determining the allowance for loan losses, tben@any specifically identifies loans that it cores®ito have potential collectibility
problems. Based on criteria established by ASC(Stétement of Financial Accounting Standards (“SPANo. 114), some of these loans are
considered to be “impaired” while others are notsidered to be impaired, but possess weaknesgateh@ompany believes merit additional
analysis in establishing the allowance for loarséss All other loans are evaluated by applyingreged loss ratios to various pools of loans.
The Company then analyzes other factors (such@wmetc conditions) in determining the aggregate amof the allowance needed.

At September 30, 2010, $1.3 million of the allowarfar loan losses was allocated to impaired losemesenting 9.7% of the related
loan balances. See Note 5 of the “Notes to Cotiat@d Financial Statements,” which is includedant, Iltem 8 “Consolidated Financial
Statements and Supplementary Data” of this AnnepldR on Form 10-K. $606,000 of the allowance alxcated to other identified problem
loan situations, representing 2.3% of the reladeth balances, and $3.3 million, representing 1.0%eorelated loan balances, was allocated to
the remaining overall loan portfolio based on hist loss experience and general economic conmditicAt September 30, 2009, $5.1 million
of the allowance for loan losses was allocatednoeired loans, representing 26.1% of the related lmlances. $0.3 million was allocated to
other identified problem loan situations, and $hilion was allocated against losses from the avéran portfolio based on historical loss
experience and general economic conditions.

Liquidity and Capital Resources
The Company’s primary sources of funds are depdsitisowings, principal and interest payments amand mortgage-backed
securities, and maturing investment securities.il&\#theduled loan repayments and maturing invesisrare relatively predictable, deposit

flows and early loan repayments are influencedhieyl¢vel of interest rates, general economic candit and competition.
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The Company relies on advertising, quality custosgvice, convenient locations, and competitiveipg to attract and retain its
deposits and only solicits these deposits frorpritsiary market area. Based on its experienceCtirapany believes that its consumer
checking, savings, and money market accounts &tviedy stable sources of deposits. The Compaalibty to attract and retain time
deposits has been, and will continue to be, affebtemarket conditions. However, the Company dusdoresee any significant retail funding
issues resulting from the sensitivity of time ddtso® such market factors.

The Company is aware that, due to higher levetoatentration risk, the low- and no-cost checkiegaskits generated through MPS
may carry a greater degree of concentration rigk thaditional consumer checking deposits. To,daeeCompany has not experienced any
significant outflows related to MPS over the pastygars, though no assurance can be given tratditlicontinue to be the case. As aresu
the OTS directives, it is possible that the Banlky meperience migration of third-parties with whitldoes business to other banks that are able
to operate without restrictions. One such thirdyphas announced its intention to diversify itsimess, although it continues to maintain a
strong business relationship with the Bank. Wenoapredict the extent to which third-parties withom we do business will migrate their
business to other banks, or the extent to which suigration will reduce our low and no-cost depasilf such reductions occur in a material
amount, the Company’s financial condition and ressof operations could be adversely affected.

The Bank is required by regulation to maintain isight liquidity to assure its safe and sound ofiena In the opinion of
management, the Bank is in compliance with thisiiregnent.

Liquidity management is both a daily and long-téumction of the Company’s management strategy. Gbeapany adjusts its
investments in liquid assets based upon managesnesgessment of (i) expected loan demand, (iptbiected availability of purchased loan
products, (iii) expected deposit flows, (iv) yielagailable on interest-bearing deposits, and @)abjectives of its asset/liability management
program. Excess liquidity is generally investedhirerest-earning overnight deposits and othertsieom government agency obligations. If
the Company requires funds beyond its ability toagate them internally, it has additional borrow@agpacity with the FHLB and other
wholesale funding sources. The Company is not@whany significant trends in the Company’s ligyier its ability to borrow additional
funds if needed.

The primary investing activities of the Company tre origination and purchase of loans and thel@ase of securities. During the
years ended September 30, 2010, 2009 and 2008gatin@any originated loans totaling $1.2 billion, $&8million, and $726.2 millior
respectively. Purchases of loans totaled $8.9anjl$50.4 million, and $55.3 million during theayrs ended September 30, 2010, 2009 and
2008, respectively. During the years ended Sepged®, 2010, 2009 and 2008, the Company purchasejage-backed securities and other
securities available for sale in the amount of $33fillion, $287.1 million and $102.8 million, resgively.

At September 30, 2010, the Company had unfundeddoenmitments of $37.8 million. See Note 16 to‘tNetes to Consolidated
Financial Statements,” which is included in Paritém 8 “Consolidated Financial Statements andpfumpentary Data” of this Annual Report
on Form 10-K. Certificates of deposit scheduledhtiure in one year or less from September 30, #8th0d $101.0 million. Based on its
historical experience, management believes thigfrafisant portion of such deposits will remain tvihe Company; however, there can be no
assurance that the Company can retain all suchsitepdvlanagement believes that loan repaymenbdret sources of funds will be adequate
to meet the Company’s foreseeable short- and leng-liquidity needs.

The following table summarizes the Company’s sigaiit contractual obligations at September 30, Z@idlars in Thousands):
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Contractual Obligations Total Less than 1 year 1to 3 years 3to 5 years More than 5 years
Time depositt $ 146,07 $ 100,97: $ 39,187 $ 591: $ =
Long-term debt 30,90« 19,90¢ 2,50( 1,50(C 7,00(
Operating lease 9,517 1,582 2,89 2,21¢ 2,81¢
Subordinate debentures Issued to ca

trust 10,31( — — — 10,31(
Data processing servic 3,75¢€ 1,352 2,40¢ — —

Total $ 200,55: $ 123,81( $ 46,98t $ 9,627 $ 20,12¢

During July 2001, the Company’s unconsolidatedttsubsidiary, First Midwest Financial Capital Triyssold $10.0 million in
floating rate cumulative preferred securities. deexls from the sale were used to purchase subtedidabentures of the Company, which
mature in the year 2031, and are redeemable dirapyafter five years. The capital securitiesragired to be redeemed on July 25, 2031;
however, the Company has the option to shortemterity date to a date not earlier than July 2872 The Company used the proceeds for
general corporate purposes. See Note 11 to theeNo Consolidated Financial Statements,” whidhdkided in Part 11, Item 8Consolidatec
Financial Statements and Supplementary Data” efAlninual Report on Form 10-K.

The Company and its banking subsidiary, the Baré¢, negulatory requirements for classification adl ea&pitalized institutions. See
Note 15 to th¢‘Notes to Consolidated Financial Statements,” whécimcluded in Part 11, Item 8 “Consolidated Ficé Statements and
Supplementary Data” of this Annual Report on FofrKL At this time, the Company does not anticipeaty significant changes to its capital
structure.

On August 23, 2004, the Company announced thatlaed of Directors had authorized the Company’s E$®purchase up to
40,000 shares of the Company’s stock through opekehand privately negotiated transactions. TEB®E stock purchase was completed on
April 18, 2005 at a total cost of $897,000. At @epber 30, 2010 and 2009, the ESOP held no un#didchares.

The payment of dividends and repurchase of shaeshe effect of reducing stockholders’ equityoPtd authorizing such
transactions, the Board of Directors considersffect the dividend or repurchase of shares woalgeton liquidity and regulatory capital
ratios.

At the Bank level, the Board of Directors has apprba goal of an 8% Tier 1 capital to adjusted @saets ratio during fiscal 2011.
At September 30, 2010, the Bank’s Tier 1 capitadjusted total assets ratio was 7.29%, well ireesof the five percent minimum to attain
well-capitalized status. No assurance can be geavihat the Board of Directors goal will be ackigv

Off-Balance Sheet Financing Arrangements

For discussion of the Company’s off-balance shieanting arrangements, see Note 16 of “Notes tcsGlatated Financial
Statements,” which is included in Part I, tem@ohsolidated Financial Statements and Supplemebtatgy’ of this Annual Report on
Form 10-K. Depending on the extent to which theeotments or contingencies described in Note 1&iQdbe effect on the Company’s
capital and net income could be significant.

Other Matters

The Bank utilizes various third parties for, amantiger things, its processing needs, both with retsjpestandard bank operations and
with respect to its MPS division. MPS was notifiadApril 2008 by one of the processors that thecpssor’'s computer system had been
breached, which led to the unauthorized load aeddipg of funds from Bank-issued cards. The Bagllebes the amount in question to
be approximately $2.0 million. The processor arajmm manager both have agreements with the Baimdemnify it for any losses as a
result of such unauthorized activity, and the magteeflected as such in its financial statememsaddition, the Bank has given notice to its
own insurer. The Bank has been notified by the@seor that its insurer has denied the claim filEde Bank made demand for payment and
filed a demand for arbitration to recover the uhatized loading and spending amounts and certaitagas. The Bank has settled its claim
with the program manager, and has received arratibit award against the processor and is attegpptircollect on the arbitration award.

Certain corporate clients of an unrelated compayed Springbok Services, Inc. have requested throognsel a mediation or
negotiation as a means of reaching a settlemdigurof commencing litigation against MetaBank. €$h claimants purchased MetaBank
prepaid reward cards from Springbok, prior to Sgiiwk’s bankruptcy. As a result of Springbok’s baumtcy and cessation of business, some
of the rewards cards which had been purchased mexer activated or funded. Counsel for these coiegahave indicated that they are
prepared to assert claims totaling approximatel® $illion against MetaBank based on principal/ayeor failure to supervise theories. The
Company denies liability with respect to thesernki

Recent Developments

On December 9, 2010, the Bank discovered that tis® transfers in the amount of approximately $lillion had been fraudulently
authorized several days before through identif§tth€he Bank is actively investigating the fraaahd is cooperating with law enforcement
officials in this respect. Due to the very receature of these events, the Bank has not yet mdeégamination on liability, and depending on
the results of its investigation, will consider mitling a claim for reimbursement with its insurer.
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Impact of Inflation and Changing Prices

The Consolidated Financial Statements and Notesttheresented in this Annual Report have beengpeghin accordance with
GAAP, which require the measurement of financiaipon and operating results in terms of historwallars without considering the change
the relative purchasing power of money over time tuinflation. The primary impact of inflationrisflected in the increased cost of the
Company’s operations. Unlike most industrial conipsg, virtually all the assets and liabilities loétCompany are monetary in nature. As a
result, interest rates generally have a more sagnif impact on a financial institution’s perfornearthan do the effects of general levels of
inflation. Interest rates do not necessarily miovehe same direction, or to the same extent, @ptites of goods and services.

Impact of New Accounting Standards

Effective for interim and annual periods endingaffeptember 15, 2009, the FASB Accounting Starsd@atlification
(“Codification” or “ASC”) is the single source ofithoritative literature recognized by the FASB &dpplied by nongovernmental entities in
the preparation of financial statements in accozdamith GAAP. The Codification does not changeaenr GAAP, but is intended to simplify
user access to all authoritative GAAP by providatigof the authoritative literature related to atalar topic in one place. The Codification
supersedes all pre-existing accounting and regpstiandards, excluding separate rules and otrenphetive guidance released by the SEC.
New accounting guidance is now issued in the fofriazounting Standards Updates, which update thgifi@ation. All guidance contained
the Codification carries an equal level of authrithe Company has adopted the Codification inp@od ending September 30, 2009 anc
principal impact on the Company’s consolidatedritial statements is limited to disclosures asulire references to authoritative accounting
literature will be referenced in accordance with @odification. In order to ease the transitiothi® Codification, the Codification cross-
reference is provided alongside the referencelsestandards issued and adopted prior to the aoptithe Codification.

In March 2008, the FASB issued ASC 815 (FASB StatetiNo. 161)Disclosures about Derivative Instruments and Hedgin
Activities. ASC 815 is intended to improve financial repaytabout derivative instruments and hedging acéisitly requiring enhanced
disclosures to enable investors to better undeddtair effects on an entity’s financial positifimancial performance, and cash flows. The
Company adopted ASC 815 effective January 1, 200 adoption of ASC 815 did not have a significzfifiect on the Company’s
consolidated financial statements.

In April 2009, the FASB issued ASC 820 (FASB Stffsition FAS 157-4)Determining Fair Value When the Volume and Level of
Activity for the Asset or Liability Have SignifighnDecreased and Identifying Transactions That Wog¢ Orderly. ASC 820 provides
additional guidance for estimating fair value whiea volume and level of activity for the assetiability have significantly decreased. ASC
820 also provides guidance on identifying circumsés that indicate a transaction is not orderl{8CA820 is effective for financial statements
issued after June 15, 2009. The adoption of ASCdB& not have a significant effect on the Compamgnsolidated financial statements.

In April 2009, the FASB issued ASC 320 (FASB Sfaffsition FAS 115-2 and FAS 124-Recognition and Presentation of Other-
Than-Temporary ImpairmentsASC 320 amends the other-than-temporary impaitrgeidance in GAAP for debt securities to make the
guidance more operational and to improve the ptatien and disclosure of other-than-temporary impants on debt and equity securities in
the financial statements. ASC 320 does not amgistireg recognition and measurement guidance mttether-than-temporary impairment
of equity securities. ASC 320 is effective fordirtial statements issued after June 15, 2009.adbption of ASC 320 did not have a
significant effect on the Company’s consolidatethficial statements.

In April 2009, the FASB issued ASC 820 (FASB Stffsition FAS 107-1 and APB 28-1nterim Disclosures about Fair Value of
Financial Instrument.. ASC 820 requires disclosures about fair valuinaincial instruments for interim reporting persodf publicly traded
companies as well as in annual financial statemeA&C 820 also requires those disclosures in suimgthfinancial information at interim
reporting periods. ASC 820
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is effective for financial statements issued afiane 15, 2009. The Company adopted ASC 820 begjrhine 30, 2009 with no material
impact on the Company’s financial position, resoft®peration or cash flows.

In April 2010, FASB issued ASU No. 2010-1Bffect of a Loan Modification When the Loan Is Rafra Pool That Is Accounted for
a Single AssetAs a result of this update, modifications of Isdhat are accounted for within a pool under Stbt8h0-30 do not result in the
removal of those loans from the pool even if thalification of those loans would otherwise be coaeséd a troubled debt restructuring. An
entity will continue to be required to consider wier the pool of assets in which the loan is inetlids impaired if expected cash flows for the
pool change. ASU No. 2010-18 is effective for tt@r@any in the first interim period of fiscal 201December 31, 2010) and the annual
reporting period beginning September 30, 2011. Mareent is currently evaluating the impact of adapthis update on the Company’s
consolidated financial condition, results of opienag and cash flow.

In July 2010, FASB issued ASU 2010-Zisclosures about the Credit Quality of Financingdeivables and the Allowance for Credit
Losses(ASC Topic 310). This guidance will expand disclesuby requiring additional disaggregated infororatit will also require additional
disclosures to provide information based on creddlity, past due aging information, trouble dedsttructuring information, and significant
purchases and sales of financing receivables. ABL0-20 is effective for the Company for interim arthual reporting periods ending after
December 15, 2010 and the Company does not expeetdoption to have a material effect on the Comigasonsolidated financial condition,
results of operations or cash flow.

ltem 7A. Quantitative and Qualitative Discbsure About Market Risk

As stated above, the Company derives a portiotsaficome from the excess of interest collected overest paid. The rates of
interest the Company earns on assets and payalilities generally are established contractuallyaf period of time. Market interest rates
change over time. Accordingly, the Company'’s ressof operations, like those of most financialitusions, are impacted by changes in
interest rates and the interest rate sensitivitysadissets and liabilities. The risk associatéd ehanges in interest rates and the Company’s
ability to adapt to these changes is known asestaate risk and is the Company’s only significamarket” risk.

The Company monitors and measures its exposutestoges in interest rates in order to comply withligpble government
regulations and risk policies established by tharB@f Directors, and in order to preserve shadgroralue. In monitoring interest rate risk,
the Company analyzes assets and liabilities basetharacteristics including size, coupon rate,icépy frequency, maturity date, and
likelihood of prepayment.

If the Company’s assets mature or reprice moredhajir to a greater extent than its liabilitiesghnet portfolio value and net interest
income would tend to increase during periods afigisates and decrease during periods of fallingrast rates. Conversely, if the Company’s
assets mature or reprice more slowly or to a lemsent than its liabilities, then net portfoliolya and net interest income would tend to
decrease during periods of rising interest ratelsimerease during periods of falling interest rates

The Company currently focuses lending efforts taln@niginating and purchasing competitively priceljuatable-rate and fixed-rate
loan products with short to intermediate terms tdurity, generally 5 years or less. This theoegdlycallows the Company to maintain a
portfolio of loans that will have relatively littlgensitivity to changes in the level of interesésawhile providing a reasonable spread to the
of liabilities used to fund the loans.

The Company’s primary objective for its investmpattfolio is to provide a source of liquidity fdne Company. In addition, the
investment portfolio may be used in the manageroktite Company’s interest rate risk profile. Thedstment policy generally calls for funds
to be invested among various categories of seciypigs and maturities based upon the Company’s feediguidity, desire to achieve a proper
balance between minimizing risk while maximizinglg, the need to provide collateral for borrowingsd to fulfill the Company’s
asset/liability management goals.
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The Company’s cost of funds responds to changesdrest rates due to the relatively short-ternureadf its deposit portfolio, and
due to the relatively short-term nature of its bared funds. The Company’s growing portfolio of losr nocost deposits provides a stable
profitable funding vehicle, but also subjects th@pany to greater risk in a falling interest ratgieonment than it would otherwise have
without this portfolio. This risk is due to thectahat, while asset yields may decrease in anfailiterest rate environment, the Company
cannot significantly reduce interest costs assediatith these deposits, which thereby compresse€mpany’s net interest margin. As a
result of the Company’s new interest rate risk exje in this regard, the Company has elected nentier in to any new longer term wholesale
borrowings, and generally has not emphasized lotgyar time deposit products.

The Board of Directors and relevant government lggns establish limits on the level of acceptdbterest rate risk at the Compa
to which management adheres. There can be ncaassythowever, that, in the event of an adversegehm interest rates, the Company’s
efforts to limit interest rate risk will be succhsds
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KPMG LLP

2500 Ruan Center
666 Grand Avenue
Des Moines, |IA 50309

Report of Independent Registered Public Accountingrirm

The Board of Directors and Stockholders
Meta Financial Group, Inc.:

We have audited the accompanying consolidatednseates of financial condition of Meta Financial Gpounc. and subsidiaries (the Compa
as of September 30, 2010 and 2009, and the redatexblidated statements of operations, comprehems@ome (loss), changes in
shareholders’ equity, and cash flows for each efytkars in the three-year period ended Septemh&030. These consolidated financial
statements are the responsibility of the Compamgdaagement. Our responsibility is to express aniopion these consolidated financial
statements based on our audits.

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those standards
require that we plan and perform the audit to obtaasonable assurance about whether the finatataiments are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaenferred to above present fairly, in all matenrggpects, the financial position of Meta

Financial Group, Inc. and subsidiaries as Septe®®e2010 and 2009, and the results of their ofmersiand their cash flows for each of the
years in the thre-year period ended September 30, 2010, in confgrwith U.S. generally accepted accounting prinaple

P LLP

Des Moines, lowa
December 13, 2010
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
(Dollars in Thousands, Except Share and Per Shat&) D

September 30, 201

September 30, 200!

ASSETS
Cash and cash equivale $ 87,50 $ 6,16¢
Federal funds sol — 9
Investment securities available for s 21,467 17,56¢
Mortgage-backed securities available for s 485,38! 347,27
Loans receivable net of allowance for loan losses of $5,234 at &aper 30, 2010 and $6,9
at September 30, 20( 366,04! 391,60¢
Federal Home Loan Bank stock, at ¢ 5,28t 7,05(C
Accrued interest receivab 4,75¢ 4,34¢
Bond insurance receivat 3,68t 4,11¢
Premises, furniture, and equipment, 19,377 21,98¢
Bank-owned life insuranc 13,79¢ 13,27(
Foreclosed real estate and repossessed 1,29¢ 2,05z
Goodwill and intangible asse 2,66: 2,21¢
MPS accounts receivak 8,08t 5,381
Other asset 10,42t 11,73
Total assets $ 1,029,76 $ 834,77
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Nor-interes-bearing checkin $ 675,16 $ 442 ,15¢
Interes-bearing checkin 29,97¢ 15,60:
Savings deposil 10,82: 10,00!
Money market deposi 35,42 39,82
Time certificates of depos 146,07. 146,16:
Total deposits 897,45: 653,74"
Advances from Federal Home Loan B¢ 22,00( 74,80(
Other borrowings from Federal Reserve B — 25,00(
Securities sold under agreements to repurc 8,90¢ 6,68¢
Subordinated debentur 10,31( 10,31(
Accrued interest payab 39z 447
Contingent liability 3,98: 4,26¢
Accrued expenses and other liabilit 14,67¢ 12,17+
Total liabilities 957,72. 787,43.
COMMITMENTS AND CONTINGENCIES
SHAREHOLDERS’ EQUITY
Preferred stock, 800,000 shares authorized, n@slissued or outstandil — —
Common stock, $.01 par value; 5,200,000 shareodnéd, 3,372,999 shares issued,
3,111,413 and 2,634,215 shares outstanding at@bpte30, 2010 and September 30, 2C
respectively 34 30
Additional paic-in capital 32,38: 23,55!
Retained earninc- substantially restricte 42,47" 31,62¢
Accumulated other comprehensive income (It 1,59¢ (1,83¢)
Treasury stock, 261,586 and 323,784 common shatresst, at September 30, 2010 :
September 30, 2009, respectiv (4,445 (6,024
Total shareholders equity 72,044 47,34¢
Total liabilities and shareholders equity $ 1,029,761 $ 834,77

See Notes to Consolidated Financial Statements.
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META FINANCIAL GROUP, INC
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS
(Dollars in Thousands, Except Share and Per Shat&) D

Interest and dividend incom
Loans receivable, including fe
Mortgage-backed securitie
Other investment

Interest expenst
Deposits
FHLB advances and other borrowir

Net interest income
Provision for loan losse
Net interest income after provision for loan losse
Non-interest income
Card fees
Gain on sale of securities available for sale,
Deposit fee:
Bank-owned life insurance incon
Loan fees
Gain on sale of membership equity interests
Loss on REC
Other income

Non-interest expenst
Card processing expen
Compensation and benef
Occupancy and equipment expe
Legal and consulting expen
Marketing
Data processing expen
Other expens

Income (loss) from continuing operations before ineme tax expensi
(benefit)
Income tax expense (benefit) from continuing openat

Income (loss) from continuing operations
Gain on sale from discontinued operations befoted
Income from discontinued operations before te
Income tax expense from discontinued operat
Income from discontinued operations

Net income (loss

Basic earnings (loss) per common sh
Income (loss) from continuing operatic
Income from discontinued operatic
Net income (loss

Diluted earnings (loss) per common shi
Income (loss) from continuing operatic

Income from discontinued operatic
Net income (loss)

Dividends declared per common share:

See Notes to Consolidated Financial Statements.

For the Years Ended September 3(

2010 2009 2008
24.94: $ 25,567 $ 25,90¢
13,37( 10,23( 8,48¢

76¢ 93t 3,02t
39,08: 36,72¢ 37,41
3,90¢ 5,341 7,75¢
2,08¢ 3,56¢ 5,657
5,99: 8,907 13,41
33,09( 27,81¢ 24,00:
15,79; 18,71 2,71¢
17,29¢ 9,10¢ 21,28¢
93,20¢ 77,50: 34,63
2,14( 761 24
76€ 74¢ 83z
52€ 512 49¢
35¢ 66C 777
— 51E 542
(105) (1,015) —
552 28t 387
97,44 79,96¢ 37,69
38,24 33,54( 15,63(
32,52¢ 32,74: 25,73
8,162 7,97¢ 6,61¢
3,46¢ 3,74¢ 3,38¢
2,10¢ 1,827 1,25(
1,27¢ 2,181 1,24¢
9,151 9,07: 7,95¢
94,93( 91,08’ 61,82
19,81 (2,006) (2,836)
7,42( (549) (1,007)
12,39: (1,469 (1,83
— 2,30¢

— — 76
— — 1,57¢
— — 811
12,39 $ (1,469 $ (1,029
42: $ (0.56) $ (0.71)
— — 0.31
12: $ (056 $ (0.40)
411 $ (0.56) $ (0.69)
— — 0.31
211 $ (056 $ (0.39)
05: $ 05: $ 0.52
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income (Es)
(Dollars in Thousands)

Year Ended
September 30
2010 2009 2008
Net income (loss $ 12,39: $ (1,469 $ (1,029
Other comprehensive income (los
Change in net unrealized gains (losses) on segsidtiailable for sal 3,381 4,317 (2,69
Gains realized in net incon 2,14C 761 24
5,521 5,07¢ (2,679
Deferred income tax effe 2,084 1,894 (997)
Total other comprehensive income (lo 3,431 3,18¢ (1,677)
Total comprehensive income (los $ 15,83( $ 1,721 $ (2,700

See Notes to Condensed Consolidated FinancialnSeats.
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Balance, September 30, 20

Cash dividends declared on common stock ($.52
share)

Issuance of 11,386 common shares from treasury
stock due to exercise of stock optic

Stock compensatic

16,562 common shares committed to be releasec
under the ESO

Change in net unrealized losses on securities
available for sale, n¢

Net loss for the year ended September 30, 2008
Balance, September 30, 20C

Balance, September 30, 20

Cash dividends declared on common stock ($.52
share)

Issuance of 21,624 common shares from treasury
stock due to exercise of stock optic

Stock compensatic

18,446 common shares committed to be releasec
under the ESO

Change in net unrealized losses on securities
available for sale, n¢

Net loss for the year ended September 30, 2009
Balance, September 30, 20C

Balance, September 30, 20

Cash dividends declared on common stock ($.52
share)

Issuance of common shares from the sales of eqt
securities

Issuance of 41,544 common shares from treasury
stock due to exercise of stock optic

Stock compensatic

Change in net unrealized losses on securities
available for sale, n¢

Net income for the year ended September 30, 20

Balance, September 30, 201

META FINANCIAL GROUP, INC.
AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholdersguity
For the Years Ended September 30, 2008, 2009 and120
(Dollars in Thousands, Except Share and Per Shat&) D

Accumulated Unearned
Other Employee
Additional Comprehensive Stock Total
Common Paid-in Retained (Loss), Ownership Treasury Shareholder¢
Stock Capital Earnings Net of Tax Plan Shares Stock Equity

$ 30 % 21,95¢ % 36,80: $ (3345 8 @7) % (6,979 $ 48,09¢
— — (1,340 — — — (1,340

— 1 — — — 19¢ 19¢

— 901 — — — — 901

— 19¢ — — 377 — Sre

— — — (1,677) — — (1,677)

— — (1,029) — — — (1,029

$ 30 % 23,05¢ $ 3444: $ (5,029 $ -  $ 6,779 $ 45,73¢
$ 30 % 23,05¢ $ 3444 % (5,027) $ -  $ 6,779 $ 45,73¢
— — (1,359 — — — (1,35%)

— (15%) — — — 16€ 15

— 641 — — — 14¢ 78¢

— 5 — — — 43t 44C

— — — 3,18¢ — — 3,18¢

— — (1,469 — — — (1,469

$ 30 % 2355. $ 31,62¢ $ (1,83) $ — 8 (6,029 $ 47,34%
$ 30 $ 23,55. $ 31,62¢ $ (1,83) $ — (6,029 $ 47,34t
— — (1,549 - — — (1,549

4 8,56 — — — — 8,561

— (24¢) — — — 1,57¢ 1,33(

— 51€ — — — — 51€

— — — 3,430 — — 3,431

— — 12,39: — — — 12,39:

$ 34 $ 32,38 $ 42,478 $ 159¢ $ — $ (4,445 3 72,04«

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

For the Years Ended September 3(
2010 2009 2008

Cash flows from operating activities:
Net income (loss $ 12,39: $ (1,463 $ (1,029
Adjustments to reconcile net income (loss) to eshcprovided by (used in)
operating activities

Effect of contribution to employee stock ownerspian — 44C 57t
Depreciation, amortization and accretion, 11,434 5,97( 3,20¢
Provision for loan losse 15,79 18,71 2,71¢
(Gain) on sale of investments available for sad# (2,140 (761) (24)
(Gain) on sale of membership equity interests — (515) (543
Loss (gain) on sale of oth 40 94¢ (82)
Net change in accrued interest receivi (41%) 158 (30¢)
Net change in other assi (2,935 (460) (24,149
Net change in accrued interest pay: (55) (131) (264)
Net change in accrued expenses and other liabilitie 2,22( 4 (19,190
Net cash provided by (used in) operating activ-continuing operation 37,33 22,89¢ (39,089
Net cash provided by operating activi-discontinued operatior — 6,02¢
Net cash provided by (used in) operating activitie 37,33: 22,89¢ (33,059

Cash flows from investing activities:
Purchase of securities available for ¢ (437,30%) (287,119 (202,790
Net change in federal funds st 9 5,17¢ 69,81:
Proceeds from sales of securities available far 97,61( 32,47¢ 16,99(
Proceeds from maturities and principal repaymehseourities available for se 197,34¢ 97,18¢ 37,35¢
Loans purchase (8,930 (50,35¢) (55,290
Net change in loans receival 18,33¢ 64,00 (19,96))
Proceeds from sales of foreclosed real e: 1,10¢ 95¢ 59€
Net change in FHLB stoc 1,76% 1,04z (4,077
Proceeds from the sale of premises and equip 1,154 2 10t
Purchase of premises and equipn (2,349 (3,689 (5,195
Other, ne (1,73Y) (1,899 1,28t
Net cash (used in) investing activit-continuing operation (132,99) (142,200 (61,172)
Net cash provided by investing activil-discontinued operatior — — 17,59¢
Net cash (used in) investing activitie (132,99) (142,200 (43,579

Cash flows from financing activities:
Net change in checking, savings, and money margbslts 243,79¢ 131,27: 56,22¢
Net change in time depos (92) 22,67 (33,23))
Net change in advances from FHLB and other borrga (77,800 (32,22Y 64,02¢
Net change in securities sold under agreementptarchasi 2,21¢ 1,33¢ 5,12¢
Cash dividends pai (1,549 (1,359 (1,340
Stock compensatic 51€ 78¢ 901
Proceeds from exercise of stock optir 9,891 15 19¢
Net cash provided by financing activit-continuing operation 176,99 122,50° 91,90¢
Net cash (used in) financing activities-discontitiaperations — — (33,210
Net cash provided by financing activities 176,99 122,50° 58,69
Net change in cash and cash equivalen 81,33t 3,20t (17,940
Cash and cash equivalents at beginning of 6,16¢ 2,96: 20,90:
Cash and cash equivalents at end of $ 87,50: $ 6,16¢ $ 2,96°
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Cash Flows (Con't.)
(Dollars in Thousands)

For the Years Ended September 3(

2010 2009 2008
Supplemental disclosure of cash flow informatior
Cash paid during the period f
Interest $ 6,04¢ $ 9,03¢ $ 14,277
Income taxe: 3,55¢ 2,607 47C
Supplemental schedule of nc-cash investing and financing activities
Net loans transferred to foreclosed real es $ 452 $ 4,02¢ $ 27¢
Cash received on sale of commercial b — — 8,22¢

See Notes to Condensed Consolidated FinancialnSeats.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of Meta Financial Group, Inc. (the “Compang unitary savings and loan
holding company located in Storm Lake, lowa, asdiholly owned subsidiaries which include MetaB#thie “Bank”), a federally chartered
savings bank whose primary federal regulator iSQffece of Thrift Supervision, First Services Firtéal Limited and Brookings Service
Corporation, which offer noninsured investment prctd, and Meta Trust, which offered various trestvges. Meta Trust was sold on
September 30, 2010. The Company also owns 10 sifMidwest Financial Capital Trust | (the “Trl)stwhich was formed in July 2001 1
the purpose of issuing trust preferred securitilse Trust is not included in the consolidated fficial statements of the Company. All
significant intercompany balances and transacti@ve been eliminated. The results of discontirapatations have been reported separately
in the consolidated financial statements and tle&ipusly reported financial statements have beelassified.

NATURE OF BUSINESS AND INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company isnest from the purchase or origination of consurm@mmercial, agricultural,
commercial real estate, and residential real ekiates. Additionally, a significant source of imee for the Company relates to payment
processing services for prepaid debit cards, ATBhsprship, and other money transfer systems anitesr The Company accepts deposits
from customers in the normal course of businesaanily in northwest and central lowa and easterutis®akota and on a national basis for
the MPS division. The Company operates in the imgnikdustry, which accounts for the majority &f ievenues and assets. The Company
uses the “management approach” for reporting in&tion about segments in annual and interim findrstéements. The management
approach is based on the way the chief operatinigida-maker organizes segments within a companyngking operating decisions and
assessing performance. Reportable segments ae baproducts and services, geography, legaltateijananagement structure and any
other manner in which management disaggregatempamy. Based on the management approach modélotinpany has determined that its
business is comprised of two reporting segments.

Assets held in trust or fiduciary capacity are asgets of the Company and, accordingly, are natded in the accompanying
consolidated financial statements.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements in conftymiith GAAP requires management to make estimamesassumptions that affect
the reported amounts of assets, liabilities andassire of contingent assets and liabilities atdag of the financial statements and the rept
amounts of revenue and expenses during the repgréiriod. Actual results could differ from thosgimates. Certain significant estimates
include the allowance for loan losses, the valuatibgoodwill and the fair values of securities atkder financial instruments. These estimates
are reviewed by management regularly; however, #neyparticularly susceptible to significant changethe future.

CASH AND CASH EQUIVALENTS AND FEDERAL FUNDS SOLD

For purposes of reporting cash flows, cash and egslvalents is defined to include the Company&haan hand and due from
financial institutions and short-term interest-tiegrdeposits in other financial institutions. T@empany reports cash flows net for customer
loan transactions, securities purchased under agnegeto resell, deposit transactions, securitiéd woder agreements to repurchase, and F
advances with terms less than 90 days. The Bamgisired to maintain reserve balances in cast aleposit with the FRB, based on a
percentage of deposits. The total of those redealances was $2.3 million and $0.2 million at Segier 30, 2010 and 2009, respectively. The
Company at times maintains balances in excesssaféd limits at various financial institutions indlng the FHLB, the FRB, and other private
institutions. At September 30, 2010 the Comparny/fminterest bearing deposits held at the FHLB%8®@8 million in interest bearing
deposits held at the FRB. At September 30, 201Ctrapany had no federal funds sold at several @rivestitutions. The Company does not
believe these carry a significant risk of loss, tarinot provide assurances that no losses could dabese institutions were to become
insolvent.
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SECURITIES

The Company classifies all securities as avail&drisale. Available for sale securities are thimeeCompany may decide to sell if
needed for liquidity, asset-liability managemenbtiter reasons. Available for sale securitieseperted at fair value, with net unrealized
gains and losses reported as other comprehensigmaor loss as a separate component of sharefoddgrity, net of tax.

Gains and losses on the sale of securities arentietsd using the specific identification methoddzasn amortized cost and are
reflected in results of operations at the timeadés Interest and dividend income, adjusted byréimadion of purchase premium or discount
over the estimated life of the security using el yield method, is included in income as earned.

Declines in the fair value of individual securitieslow their amortized cost that are deemed totherdhan-temporary are reflected in
earnings as realized losses. In estimating othem-temporary impairment losses, management cassidg the length of time and the extent
to which the fair value has been less than coyth@financial condition and near-term prospethe issuer, and (3) the intent and ability of
the Company to retain its investment in the is$aea period of time sufficient to allow for anytampated recovery in fair value.

LOANS RECEIVABLE

Loans receivable that management has the interdfaifity to hold for the foreseeable future or untaturity or payeff are reported :
their outstanding principal balances reduced byatloavance for loan losses and any deferred feessis on originated loans.

Interest income on loans is accrued over the tdrtheoloans based upon the amount of principaltanting except when serious
doubt exists as to the collectibility of a loanwhich case the accrual of interest is discontinueterest income is subsequently recognized
only to the extent that cash payments are receinét] in management’s judgment, the borrower hasability to make contractual interest and
principal payments, in which case the loan is re¢drto accrual status.

Loan fees and certain direct loan origination cas¢ésdeferred, and the net fee or cost is recodragean adjustment to interest income
using the interest method.

MORTGAGE SERVICING AND TRANSFERS OF FINANCIAL ASSET S

The Bank regularly sells residential mortgage laansthers on a non-recourse basis. Sold loansar@cluded in the consolidated
financial statements. The Bank generally retdiesright to service the sold loans for a fee. éptdmber 30, 2010 and 2009, the Bank was
servicing loans for others with aggregate unpaidgipal balances of $27.1 million and $26.8 millisaspectively.

ALLOWANCE FOR LOAN LOSSES

Because some loans may not be repaid in full, lawahce for loan losses is recorded. The allowdoctan losses is increased by a
provision for loan losses charged to expense anckdeed by charge-offs (net of recoveries). Estirgahe risk of loss and the amount of loss
on any loan is necessarily subjective. Managem@at'®dic evaluation of the adequacy of the allogeais based on the Company’s past loan
loss experience, known and inherent risks in thtf@m, adverse situations that may affect therbaer’s ability to repay, the estimated value
of any underlying collateral, and current econontgaditions. While management may periodically atecportions of the allowance for
specific problem loan situations, the entire alloeais available for any loan charge-offs that occu

Loans are considered impaired if full principalimerest payments are not anticipated in accordwiittethe contractual loan terms.
Impaired loans are carried at the present valexpécted future cash flows discounted at the loaffiéstive interest rate or at the fair value of
the collateral if the loan is collateral dependeftportion of the allowance for loan losses i@edited to impaired loans if the value of such
loans is deemed to be less than the unpaid baldhtieese allocations cause the allowance for logses to require an increase, such increase
is reported as a component of the provision fon logses.

The allowance consists of specific, general, arallocated components. The specific componenteglat loans that are classified
either as doubtful, substandard, or special mentkear such loans that are also classified
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as impaired, an allowance is established whenidwodnted cash flows (or collateral value or obably market price) of the impaired loan is
lower than the carrying value of that loan. Theeyal component covers loans not considered impainel is based on historical loss
experience adjusted for qualitative factors. Aallotated component is maintained to cover unagrés that could affect management’s
estimate of probable losses. The unallocated coemgmf the allowance reflects the margin of immien inherent in the underlying
assumptions used in the methodologies for estimatecific and general losses in the portfolio.

Smaller-balance homogeneous loans are evaluatéhpairment in total. Such loans include residarftist mortgage loans secured
by one-to-four family residences, residential carston loans, and automobile, manufactured hommesie equity and second mortgage loans.
Commercial and agricultural loans and mortgagedaatured by other properties are evaluated ingédigl for impairment. When analysis of
borrower operating results and financial condifimicates that underlying cash flows of the borrds/business are not adequate to meet its
debt service requirements, the loan is evaluatetfpairment. Often this is associated with a delashortfall in payments of 90 days or
more. Non-Accrual loans are often also considérgzhired. Impaired loans, or portions thereof, @rarged off when deemed uncollectible.

FORECLOSED REAL ESTATE AND REPOSSESSED ASSETS

Real estate properties and repossessed assetseddtuough, or in lieu of, loan foreclosure arigiatly recorded at the lower of cost
or fair value less selling costs at the date ofdtosure, establishing a new cost basis. Any témhuto fair value from the carrying value of the
related loan at the time of acquisition is accodrite as a loan loss and charged against the atlogvéor loan losses. Valuations are
periodically performed by management and valuatibmwances are increased through a charge to inéonmreductions in fair value or
increases in estimated selling costs.

INCOME TAXES

The Company records income tax expense based @mtbent of taxes due on its tax return plus defetages computed based on
expected future tax consequences of temporaryrdiftees between the carrying amounts and tax bésssets and liabilities, using enactec
rates. Deferred tax assets are reduced by a i@iugtowance when, in the opinion of managemeiis, more likely than not that some portion
or all of the deferred tax assets will not be msdi

The Bank adopted ASC 740 (FASB Interpretation Ng), Accounting for Uncertainty in Income Taxess of October 1, 2007. The
Company recognizes a tax position as a benefitibitlys more likely than not that the tax positizvould be sustained in a tax examination,
with a tax examination being presumed to occure damount recognized is the largest amount of taefitethat is greater than 50% likely of
being realized upon examination. For tax positioosmeeting the more likely than not test, nolierefit is recorded. The Company
recognizes interest and/or penalties related tonrectax matters in income tax expense.

PREMISES, FURNITURE, AND EQUIPMENT

Land is carried at cost. Buildings, furniture tfires, leasehold improvements and equipment aredat cost, less accumulated
depreciation and amortization computed principbihusing the straight-line method over the estihatgeful lives of the assets, which range
from 10 to 40 years for buildings, 3 to 15 yeansléasehold improvements and 3 to 10 years foritiune, fixtures and equipment. These as
are reviewed for impairment when events indicageddrrying amount may not be recoverable.

TRANSFERS OF FINANCIAL ASSETS

Transfers of financial assets are accounted feakes when control over the assets has been sareghdControl over transferred
assets is deemed to be surrendered when (1) tbts &sve been isolated from the Company, (2) dresferee obtains the right (free of
conditions that constrain it from taking advantafi¢hat right) to pledge or exchange the transteassets, and (3) the Company does not
maintain effective control over the transferredetsshrough an agreement to repurchase them biékirenaturity.

BANK-OWNED LIFE INSURANCE

Bank-owned life insurance represents the cashmterevalue of investments in life insurance confra&arnings on the contracts are
based on the earnings on the cash surrender Vessanortality costs.
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EMPLOYEE STOCK OWNERSHIP PLAN

The cost of shares issued to the ESOP, but nalipetated to participants, are presented in thesalitated balance sheets as a
reduction of shareholders’ equity. Compensatioreesp is recorded based on the market price ohidnes as they are committed to be
released for allocation to participant accounts dliference between the market price and theafasttares committed to be released is
recorded as an adjustment to additional paid-iitalpividends on allocated ESOP shares are recbas a reduction of retained earnings.
Dividends on unallocated shares are used to retthecaccrued interest and principal amount of th®E'S loan payable to the Company.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RISK

The Company, in the normal course of business, mesmmitments to make loans which are not reflectélde consolidated
financial statements.

GOODWILL AND INTANGIBLE ASSETS

Goodwill and intangible assets are not amortizetdabel subject to an impairment test at least alywoalmore often if conditions
indicate a possible impairment.

ASSETS AND LIABILITIES RELATED TO DISCONTINUED OPER ATIONS
Assets and liabilities related to discontinued afiens are carried at the lower of cost or estichatarket value in the aggregate.
SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities unglereanents to repurchase with primary dealers ovitych provide for the
repurchase of the same security. Securities suléragreements to repurchase identical secusiteesollateralized by assets which are he
safekeeping in the name of the Bank or by the dealbo arranged the transaction. Securities softbuagreements to repurchase are treated
as financings, and the obligations to repurchash sacurities are reflected as a liability. Theusities underlying the agreements remain ir
asset accounts of the Company.

REVENUE RECOGNITION

Interest revenue from loans and investments isgrzed on the accrual basis of accounting as tieedst is earned according to the
terms of the particular loan or investment. Incdroen service and other customer charges is recedras earned. Card fee revenue within the
MPS division is recognized as services are perfdram service charges are earned in accordancehgitierms of the various programs.

EARNINGS PER COMMON SHARE (EPS)

Basic EPS is based on the net income divided by#ighted average number of common shares outstguidiring the period.
Allocated ESOP shares are considered outstandimgafaings per common share calculations, as tteegammitted to be released;
unallocated ESOP shares are not considered ouitstenDiluted EPS shows the dilutive effect of adufial potential common shares issuable
under stock option plans. EPS, both basic andedi|thave been computed on a continuing and diseeed operations basis.

COMPREHENSIVE INCOME

Comprehensive income consists of net income argl attmprehensive income. Other comprehensive irdooiudes the net change
in net unrealized gains and losses on securitiaadle for sale, net of reclassification adjusttseand tax effects, and is recognized as a
separate component of shareholders’ equity.

STOCK COMPENSATION

Compensation expense for share based awards islegcover the vesting period at the fair valuehefaward at the time of grant.
The recording of such compensation expense beg@tctmber 1, 2005 for shares not yet vested asabfdhite and for all new grants subseq
to that date. Prior years’ results have not bestated. The exercise price of options or faiuealf nonvested shares granted under the
Company’s incentive plans is equal to the fair reaslalue of the underlying stock at the grant datke Company assumes no projected
forfeitures on its stock based compensation, sioteal historical forfeiture rates on its stockdzhscentive awards has been negligible.
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RECLASSIFICATIONS

Certain reclassifications have been made to pecdiods’ consolidated financial statements to pregm on a basis comparable
within the current period’s consolidated finanatdtements.

NEW ACCOUNTING PRONOUNCEMENTS

Effective for interim and annual periods endingafeptember 15, 2009, the FASB Accounting Starsd@ntlification
(“Codification” or “ASC”) is the single source ofithoritative literature recognized by the FASB &dpplied by nongovernmental entities in
the preparation of financial statements in accozdamth GAAP. The Codification does not changaentr GAAP, but is intended to simplify
user access to all authoritative GAAP by providitigpf the authoritative literature related to atjgailar topic in one place. The Codification
supersedes all pre-existing accounting and regpstiandards, excluding separate rules and otrenphetive guidance released by the SEC.
New accounting guidance is now issued in the fofrhazounting Standards Updates, which update thdification. All guidance contained
the Codification carries an equal level of authoriThe Company has adopted the Codification inperod ending September 30, 2009 anc
principal impact on the Company’s consolidatedritial statements is limited to disclosures asulire references to authoritative accounting
literature will be referenced in accordance with @odification. In order to ease the transitiothi® Codification, the Codification cross-
reference is provided alongside the referencesaatandards issued and adopted prior to the aaoptithe Codification.

In March 2008, the FASB issued ASC 815 (FASB StatenNo. 161)Disclosures about Derivative Instruments and Hedgin
Activities. ASC 815 is intended to improve financial repaytabout derivative instruments and hedging acéisitly requiring enhanced
disclosures to enable investors to better undeddtair effects on an entity’s financial positifimancial performance, and cash flows. The
Company adopted ASC 815 effective January 1, 200 adoption of ASC 815 did not have a significafifiect on the Company’s
consolidated financial statements.

In April 2009, the FASB issued ASC 820 (FASB Stffsition FAS 157-4)Determining Fair Value When the Volume and Level of
Activity for the Asset or Liability Have SignifighnDecreased and Identifying Transactions That Wo¢ Orderly. ASC 820 provides
additional guidance for estimating fair value whiea volume and level of activity for the assetiability have significantly decreased. ASC
820 also provides guidance on identifying circumeés that indicate a transaction is not orderl8CA820 is effective for financial statements
issued after June 15, 2009. The adoption of ASCdB& not have a significant effect on the Compamgnsolidated financial statements.

In April 2009, the FASB issued ASC 320 (FASB Sfffsition FAS 115-2 and FAS 124-Recognition and Presentation of Other-
Than-Temporary ImpairmentsASC 320 amends the other-than-temporary impaitrgeidance in GAAP for debt securities to make the
guidance more operational and to improve the ptatien and disclosure of other-than-temporary impaits on debt and equity securities in
the financial statements. ASC 320 does not amgistireg recognition and measurement guidance rttether-than-temporary impairment
of equity securities. ASC 320 is effective fordirtial statements issued after June 15, 2009.adbption of ASC 320 did not have a
significant effect on the Company’s consolidatethficial statements.

In April 2009, the FASB issued ASC 820 (FASB Staffsition FAS 107-1 and APB 28-1nterim Disclosures about Fair Value of
Financial Instrument. ASC 820 requires disclosures about fair valunafncial instruments for interim reporting persoaf publicly traded
companies as well as in annual financial statemeA&C 820 also requires those disclosures in suimgthfinancial information at interim
reporting periods. ASC 820 is effective for finedstatements issued after June 15, 2009. Thep@oynadopted ASC 820 beginning June 30,
2009 with no material impact on the Company’s ficiahposition, results of operation or cash flows.

In April 2010, FASB issued ASU No. 2010-1Bffect of a Loan Modification When the Loan Is R&ra Pool That Is Accounted for
a Single AssetAs a result of this update, modifications of Isdhat are accounted for within a pool under Stbt8f0-30 do not result in the
removal of those loans from the pool even if thelification of those loans would otherwise be coasidl a troubled debt restructuring. An
entity will continue to be required to consider wiex the pool of assets in which the loan is inetliés impaired if expected cash flows
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for the pool change. ASU No. 201@® is effective for the Company in the first interperiod of fiscal 2011 (December 31, 2010) andattreua
reporting period beginning September 30, 2011. idaneent is currently evaluating the impact of adapthis update on the Company’s
consolidated financial condition, results of opienag and cash flow.

In July 2010, FASB issued ASU 2010-Misclosures about the Credit Quality of FinancingdRivables and the Allowance for Credit
Losses(ASC Topic 310). This guidance will expand disclesuby requiring additional disaggregated infororatielated to the current
disclosures. It will also require additional dissloes to provide information based on credit guatiast due aging information, trouble debt
restructuring information, and significant purcteaed sales of financing receivables. ASU 2010s2ifective for the Company for interim
and annual reporting periods ending after Decerhbe010 and the Company does not expect the adofmihave a material effect on the
Company’s consolidated financial condition, resofteperations or cash flow.

NOTE 2. DISCONTINUED BANK OPERATIONS
Sale of MetaBank West Central

On November 29, 2007, the Company entered int@egeanent to sell MetaBank WC. MetaBank WC hasethranch offices in
Stuart, Casey, and Menlo, lowa. MetaBank WC isatehartered commercial bank whose primary fédegalator is the FRB of Chicago.
On March 28, 2008 the Company consummated theo$aietaBank WC to Anita Bancorporation (lowa). Tthensaction involved the sale of
the stock of MetaBank WC for approximately $8.2limil and generated a pre-tax gain on sale of $2l®m The activity related to Meta
Bank WC is accounted for as discontinued operations

Activities related to discontinued bank operatibase been recorded separately with current and peisod amounts reclassified as
assets and liabilities related to discontinued afp@ns on the consolidated statements of finamaatlition and as discontinued operations on
the consolidated statements of operations and tidated statement of cash flows. The notes to tmsalidated financial statements have also
been adjusted to eliminate the effect of discomtthbhank operations.
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Presented below are condensed financial staterferitsetaBank WC.

CONDENSED STATEMENTS OF FINANCIAL CONDITION - DISCO NTINUED OPERATIONS

September 30, 2010 2009
(Dollars in Thousands)

ASSETS

Cash and cash equivalel $ — 3

Investments and mortge-backed securities, available for s —
Loans receivable, ni —
Other asset =

Total assets related to discontinued operatior $ — 8 —
LIABILITIES
Deposits $ — $ —

Other borrowings —
Other liabilities =

Total liabilities related to discontinued operatiors $ — %

CONDENSED STATEMENTS OF OPERATIONS FOR DISCONTINUED OPERATIONS

September 30, 2010 September 30, 2009

March 28, 2008

(Dollars in Thousands)

Interest incomt $ — 3 — $

Interest expens — —

77€
51t

Net interest income — —
Provision for loan losse — —

261
(57)

Net interest income after provision for loan losse — —
Non-interest incomt — —
Non-interest expens — —

31€
2,441
374

Net income before income tax expens — —
Income tax expens — —

2,38t
1,57¢

Net income from discontinued operation: $ — % — $

811
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NOTE 3. EARNINGS PER COMMON SHARE (EPS)

A reconciliation of the income (loss) and commarcktshare amounts used in the computation of asldiluted EPS for the fiscal
years ended September 30, 2010, 2009 and 2008ssrged below

2010 2009 2008
(Dollars in Thousands, Except Share and Per Sharedba)

Earnings (Loss)

Income (loss) from continuing operatic $ 12,390 $ (1,469 $ (1,839

Discontinued operations, net of t $ — 3 — 811

Net income (loss $ 12,39: $ (1,467 $ (1,029
Basic EPS

Weighted average common shares outstan 2,936,39 2,606,07: 2,595,58

Less weighted average nonvested sh (3,329 (4,99%) (6,667)

Weighted average common shares outstan 2,933,06:! 2,601,07 2,588,92
Earnings (Loss) Per Common Shari

Income (loss) from continuing operatic $ 42: % (0.5¢) $ (0.77)

Discontinued operations, net of t — — 0.31

Net income (loss $ 42: % (0.56) $ (0.40)
Diluted EPS

Weighted average common shares outstanding foc kashings per commc

share 2,933,06: 2,601,07 2,588,92

Add dilutive effect of assumed exercises of stoptiams, net of tax benefi 79,73¢ — 57,20«

Weighted average common and dilutive potential comsshares outstandil 3,012,80. 2,601,07 2,646,13!
Earnings (Loss) Per Common Shart

Income (loss) from continuing operatic $ 411 % (0.5¢) $ (0.69)

Discontinued operations, net of t — — 0.31

Net income (loss $ 411 $ 056 $ (0.39)

Stock options totaling 105,288, 490,058, and 127®6re not considered in computing diluted earnpgyiscommon share for the
years ended September 30, 2010, 2009, and 20@@ctecely, because they were not diluti

97




Table of Contents
NOTE 4. SECURITIES

Year end securities available for sale were asvdl

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2010 COST GAINS (LOSSES) VALUE

(Dollars in Thousands)
Debt securitie!

Trust preferred and corporate securi $ 25,46¢ $ 7% (7,922 $ 17,55:
Obligations of states and political subdivisic 3,76¢ 15& 8 3,91¢
Mortgagebacked securitie 475,02t 10,67: (312) 485,38!
Total debt securitie $ 504,26: $ 10,837 $ (8,249 $ 506,85:
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2009 CcosT GAINS (LOSSES) VALUE

(Dollars in Thousands)
Debt securitie!

Trust preferred and corporate securi $ 25,80f $ — 3 (10,609 $ 15,20:
Obligations of states and political subdivisic 2,25¢ 107 — 2,36t
Mortgagebacked securitie 339,70¢ 7,662 (96) 347,27.
Total debt securitie $ 367,76¢ $ 7,76¢ $ (10,700 $ 364,83t

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

At September 30, 2010 Unrealized S&P Moody’s
Issuer(1) Book Value Fair Value Gain (Loss) Credit Rating Credit Rating
(Dollars in Thousands)

Key Corp. Capital $ 4,981 $ 3,19¢ $ (1,787 BB Baa3
Huntington Capital Trust Il S 4,971 2,82¢ (2,145 B Bal
Bank Boston Capital Trust IV ( 4,96% 3,50¢ (1,45¢) BB Baa3
Bank America Capital Il 4,95] 3,53¢ (1,417 BB Baa3
PNC Capital Trus 4,951 3,821 (1,12¢) BBB Baa2
Cascade Capital Trust | 144A ( 15C 15C —
CNB Invt Tr Il Exchangeable Pfd Ser B | 50C 50¢ 8

Total $ 25,46t $ 17,55. $ (7,919

(1) Trust preferred securities are single-issuarideere are no known deferrals, defaults or exsabsrdination except for Cascade Capital
Trust | 144A.

(2) Bank Boston now known as Bank of America.

(3) Securities not rated.

The Company’s management reviews the status amahfedtimpairment of the trust preferred securiiesa monthly basis. In its
review, management discusses duration of unrealim=gs and reviews credit rating changes. O#wofs, but not necessarily all, considered
are: that the risk of loss is minimized and easiatetermine due to the single-issuer, rather gwaried, nature of the securities, the condition
of the five banks listed, and whether there haentsny payment deferrals or defaults to-date. $arthrs are subject to change over time.
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Gross unrealized losses and fair value, aggredatéavestment category and length of time thatvithlial securities have been in
continuous unrealized loss position at Septembg2@00 and 2009 are as follows:

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
2010 Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands)
Debt securitie:

Trust preferred and corporate securi $ — 3 — $ 1755 $ (792) $ 1755 $ (7,92)
Obligations of states and political subdivisic 1,11C (8 — — 1,11C (8
Mortgage-backed securitie 67,22' (312 — — 67,22% (312
Total debt securitie $ 8588t $ (8249 $ — 3 — $ 8588t $ (8,240
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
2009 Value (Losses) Value (Losses) Value (Losses)

(Dollars in Thousands)
Debt securitie:

Trust preferred and corporate securi $ — 3 — $ 1520 $ (10,609 $ 15200 $ (10,609
Obligations of states and political subdivisic — — 2,36t — 2,36t —
Mortgage-backed securitie 17,78( (37) 10,78: (59) 28,56 (96)
Total debt securitie $ 17,780 $ 37 $ 2834t $ (10,669 $ 46,12¢ $ (10,700

As of September 30, 2010, the investment portfdiibinclude securities with current unrealized &swhich have existed for longer
than one year. All of these securities are comsitléo be acceptable credit risks. Because thindsdn fair value were due to changes in
market interest rates, not in estimated cash floaogther-than-temporary impairment was recordeskeatember 30, 2010 except for Cascade
Capital Trust | 144A. The difference between thespnt value of cash flows and the amortized casishwas recorded as a credit loss
impairment and recognized in earnings in the amoti$850,000. In addition, the Company has thenitaind ability to hold these investment
securities for a period of time sufficient to alléer an anticipated recovery.

The amortized cost and fair value of debt securitie contractual maturity are shown below. Cersaicurities have call features
which allow the issuer to call the security priombaturity. Expected maturities may differ froomtactual maturities in mortgage-backed
securities because borrowers may have the rigtdlt@r prepay obligations with or without call prepayment penalties. Therefore, mortgage-
backed securities are not included in the matwatygories in the following maturity summary.

AMORTIZED FAIR
September 30, 201! COST VALUE
(Dollars in Thousands)

Due in one year or let $ 10C $ 101
Due after one year through five ye 1,72C 1,82(
Due after five years through ten ye 1,54¢ 1,582
Due after ten yeal 25,86¢ 17,96«

29,23t 21,467
Mortgage-backed securitie 475,02¢ 485,38!
Total debt securitie $ 504,26: $ 506,85:
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Activities related to the sale of securities avalgafor sale are summarized below.

2010 2009 2008
(Dollars in Thousands)

Proceeds from sal¢ $ 97,61(C $ 32,47¢ $ 16,99(
Gross gains on sal 2,224 762 62
Gross losses on sal 84 1 37

NOTE 5. LOANS RECEIVABLE, NET

Year end loans receivable were as follows:

September 30, 2010 2009
(Dollars in Thousands)
One to four family residential mortgage loz $ 40,93t $ 48,77(
Commercial and mu-family real estate loar 204,82( 232,75(
Agricultural real estate loat 25,89¢ 26,75"
Consumer loan 48,11: 35,99¢
Commercial business loa 19,70¢ 26,86¢
Agricultural business loar 32,52¢ 27,88¢
Total Loans Receivabl 372,00: 399,03:
Less:
Allowance for loan losse (5,234 (6,997
Undisbursed portion of loans in proct (482) (264)
Net deferred loan origination fe (240) (16€)
Total Loans Receivable, N $ 366,04t § 391,60¢

Annual activity in the allowance for loan lossessves follows:

Year ended September 3C 2010 2009 2008
(Dollars in Thousands)

Beginning balanc $ 6,99 $ 573 % 4,49¢

Provision for loan losse 15,791 18,71 2,71¢

Recoverie: 1,85t 632 73

Charge offs (19,409 (18,089 (1,549

Ending balanci $ 523, $ 6,990 $ 5,73

Virtually all of the Company’s originated loans @oelowa- and South Dakota-based individuals am@uoizations. The Company’s
purchased loans totaled $55.1 million at SepterBbeR010, which were secured by properties located, percentage of total loans, as
follows: 6% in Oregon, 3% in lowa, 1% each in Wagkon, Florida, Minnesota, Missouri, and Calif@am@ind the remaining 1% in seven other
states.

The Company originates and purchases commerciegségte loans. These loans are considered bygearent to be of somewhat
greater risk of uncollectibility due to the dependg on income production. The Company’s commereial estate loans include $25.2 million
of loans secured by hotel properties and $48.2
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million of multi-family properties at September 3M10. The Company’s commercial real estate laarisade $25.8 million of loans secured
by hotel properties and $55.4 million of multi-fdynproperties at September 30, 2009. The remaiofidre commercial real estate portfolio is
diversified by industry. The Company’s policy fequiring collateral and guarantees varies withctteelitworthiness of each borrower.

Impaired loans, which include non-accrual loans,engs follows:

Year ended September 30, 2010 2009
(Dollars in Thousands)
Year-end impaired loans with no allowance for loan Issséocatec $ — $ —
Yeal-end impaired loans with allowance for loan losdescated 13,91¢ 19,41(
Amount of the allowance allocated to impaired lo 1,34¢ 5,057
Average of impaired loans during the y: 13,19t 18,93(

Interest income and cash interest collected oniimgdoans was not material during the years er@atember 30, 2010 and 2009.

Non-Accruing loans were $7.5 million and $12.6 raill at September 30, 2010 and 2009, respectivEfiere were $0.8 million
accruing loans delinquent 90 days or more at Sdpei80, 2010 and no accruing loans delinquent 98 damore at September 30, 2009.

NOTE 6. LOAN SERVICING

Loans serviced for others are not reported assas3éte unpaid principal balances of these loagsat end were as follows:

2010 2009
(Dollars in Thousands)

Mortgage loan portfolios serviced for FNN $ 15,837 $ 17,02¢
Other 11,28 9,74’
$ 27,11¢ % 26,77"
NOTE 7. PREMISES, FURNITURE, AND EQUIPMENT, NET
Year end premises and equipment were as follows:
September 30, 2010 2009
(Dollars in Thousands)
Land $ 2,42¢ $ 2,68¢
Buildings 13,357 14,34
Furniture, fixtures, and equipme 21,26¢ 19,41t
37,05: 36,44¢
Less accumulated depreciati (17,67Y) (14,45%)
$ 19,377 $ 21,98¢

Depreciation expense of premises, furniture, andpagent included in occupancy and equipment expe@seapproximately $3.7
million, $3.6 million, and $2.8 million for the yemended September 30, 2010, 2009, and 2008, tasdgc
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NOTE 8. TIME CERTIFICATES OF DEPOSITS

Time certificates of deposits in denominations D®&,000 or more were approximately $61.8 milliod §48.3 million at
September 30, 2010, and 2009, respectively.

At September 30, 2010, the scheduled maturitigbr certificates of deposits were as follows fog years ending:

September 30,
(Dollars in Thousands)

2011 $ 100,97:
2012 19,81
2013 19,37¢
2014 3,45z
2015 2,461
Total Certificates $ 146,07:

Under the Dodd-Frank Act, ndRA deposit accounts are permanently insured (§2&0,000 by DIF under management of the FL
Previous to the legislation in 2010, the coveraigg2®0,000 was temporary until December 2013. tReposit accounts are permanently
insured up to $250,000 by the DIF under managewfetie FDIC.

NOTE 9. ADVANCES FROM THE FEDERAL HOME LOAN BANK A ND OTHER BORROWINGS

At September 30, 2010, the Compangtlvances from the FHLB had fixed rates rangiomf8.57% to 7.01% with a weighted aver
rate of 5.10%. The scheduled maturities of FHLBaates were as follows for the years ending:

September 30
(Dollars in Thousands)

2011 $ 11,00(
2012 —
2013 2,50(
2014 -
2015 1,50(
Thereaftel 7,00(
Total FHLB Advance: $ 22,00(

The Company had no overnight federal funds purach&sen the FHLB as of September 30, 2010.

As of September 30, 2009, the Company’s advanoes fine FHLB totaled $74.8 million and carried agveged average rate of
3.26%. The Company had one advance in the amdd ® million, with a weighted average fixed rafe5.19%, carrying a quarterly call
provision, whereby the FHLB can elect to acceletiagematurity of this borrowing. The Company aisal $33.8 million in overnight federal
funds purchased from the FHLB at a rate of 0.35%.

The Bank has executed blanket pledge agreementelwhthe Bank assigns, transfers, and pledgestiiLB and grants to the
FHLB a security interest in all mortgage collateaatl securities collateral. The Bank has the tightse, commingle, and dispose of the
collateral it has assigned to the FHLB. Undergbeeement, the
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Bank must maintain “eligible collateral” that haSending value” at least equal to the “requiredlateral amount,” all as defined by the
agreement.

At year end 2010, and 2009, the Bank pledged sexsivith fair values of approximately $198.3 noiliand $157.1 million,
respectively, against specific FHLB advances. dditon, qualifying mortgage loans of approximat®B5.8 million, and $41.1 million were
pledged as collateral at September 30, 2010 and, 266pectively.

The Company has a $20.0 million secured line oéfalifunds with First Tennessee Bank, NA, whichrbtl have activity or an
outstanding balance at September 30, 2010 and 2009.

NOTE 10. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchadedaiaproximately $8.9 million and $6.7 millionSé¢ptember 30, 2010 and 2009,
respectively.

An analysis of securities sold under agreementsgarchase follows:

September 30, 2010 2009

(Dollars in Thousands)
Highest mont-end balanc: $ 11,88 $ 24,35
Average balanc $ 7,47¢ 13,29¢
Weighted average interest rate for the y 0.5(% 0.55%
Weighted average interest rate at yeal 0.5(% 0.4%%

The Company pledged securities with fair valueaggroximately $19.3 million at September 30, 2GiOcollateral for securities sold
under agreements to repurchase. There were $2llichrsecurities pledged as collateral for sedesitsold under agreements to repurchase at
September 30, 2009.

NOTE 11. SUBORDINATED DEBENTURES AND TRUST PREFERRED SECURITIES

Subordinated debentures are due to First Midwestrigial Capital Trust I, a 100%-owned nonconsodidagubsidiary of the
Company. The debentures were issued in 2001 ijuection with the Trust’s issuance of 10,000 shafesrust Preferred Securities. The
debentures bear the same interest rate and terthe &isist preferred securities. The debenturesnatuded on the balance sheet as liabilities.

The Company issued all of the 10,000 authorizedeshaf trust preferred securities of First Midwestancial Capital Trust | holding
solely subordinated debt securities. Distributians paid semi-annually. Cumulative cash distidng are calculated at a variable rate of
LIBOR (as defined) plus 3.75% (4.21% at SeptemBe2810 and 4.38% at September 30, 2009), notdeezk12.5%. The Company may, at
one or more times, defer interest payments ondpéal securities for up to 10 consecutive semicahperiods, but not beyond July 25, 2031.
At the end of any deferral period, all accumulated unpaid distributions are required to be pdide capital securities are required to be
redeemed on July 25, 2031; however, the Companyhleagption to shorten the maturity date to a datesarlier than July 25, 2007. The
redemption price is $1,000 per capital securitys@lny accrued and unpaid distributions to the dtedemption plus, if redeemed prior to
July 25, 2011, a redemption premium as definetiénihdenture agreement.

Holders of the capital securities have no votigits, are unsecured and rank junior in prioritpayment to all of the Company’s
indebtedness and senior to the Company’s commak.sto
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Although the securities issued by the trusts aténotuded as a component of shareholders’ eqthigysecurities are treated as capital
for regulatory purposes, subject to certain liniitas.

NOTE 12. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARI NG PLANS

The Company maintains an Employee Stock Ownerdhaip (ESOP) for eligible employees who have 1,000rs@f employment wit
the Bank, have worked one year at the Bank andhalve attained age 21. ESOP expense of $654,088,B and $375,000 was recorded
for the years ended September 30, 2010, 2009 &0f] P8spectively. Contributions of $654,000, $800,and $376,000 were made to the
ESOP during the years ended September 30, 2010,80D2008, respectively. During the year endgie®eber 30, 2008 the ESOP made its
final principal payment to the Company. The ES@B horrowed money from the Company to purchaseeshadrthe Company’s common
stock. Shares purchased by the ESOP were heldgspense for allocation among participants as thae Veas repaid.

Contributions to the ESOP and shares releaseddstmpense are allocated among ESOP participantedrasis of compensation in
the year of allocation. Benefits generally becdi@% vested after seven years of credited senRemr to the completion of seven years of
credited service, a participant who terminates egrpkent for reasons other than death or disabi#itgives a reduced benefit based on the
ESOP’s vesting schedule. Forfeitures are reakbacamong remaining participating employees in #mesproportion as contributions.
Benefits are payable in the form of stock upon teation of employment. The Company’s contributiemshe ESOP are not fixed, so benefits
payable under the ESOP cannot be estimated.

For the years ended September 30, 2010, 2009 @8] 20,428 shares, 18,446 shares and 16,562 shitines fair value of $32.00,
$23.86 and $17.00 per share, respectively, weeasel. Also for the years ended September 30, 2009 and 2008, allocated shares and
total ESOP shares reflect 15,966 shares, 254 stearegl7,336 shares, respectively, withdrawn froenESOP by participants who are no
longer with the Company or by participants divefisif) their holdings. At September 30, 2010 theezanno shares purchased for dividend
reinvestment. At September 30, 2009 and 2008 s538Bes, and 1,265 shares, respectively, were medtar dividend reinvestment.

Year-end ESOP shares are as follows:

September 30 2010 2009 2008
(Dollars in Thousands)

Allocated share 213,90( 209,43¢ 191,77

Unearned share — — —

Total ESOP share 213,90( 209,43t 191,77

Fair value of unearned shali $ — 9 — 3 o

The Company also has a profit sharing plan covesutgstantially all full-time employees. Contrilartiexpense to the profit sharing
plan, included in compensation and benefits, fernjbar ended September 30, 2010 was $726,000 e Waer no contribution expense to the
profit sharing plan for the year ended SeptembeR809. Contribution expense to the profit shaptan, included in compensation and
benefits, for the year ended September 30, 200858%8,000.

NOTE 13. SHARE BASED COMPENSATION PLANS
The Company maintains the 2002 Omnibus Incentiaa Rihich, among other things, provides for the alvar of stock options and
nonvested (restricted) shares to certain officatsdirectors of the Company. Awards are grantethbyStock Option Committee of the Board

of Directors based on the performance of the awecipients or other relevant factors.
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The following table shows the effect to income, afeiax benefits, of share-based expense recordtitkiyears ended September 30,
2010, 2009 and 2008.

Year Ended September 30, 2010 2009 2008
(Dollars in Thousands)

Total employee stockased compensation expense recognized in incornef te
effects of $89, $75 and $191, respectiv $ 45C $ 714 $ 90¢

As of September 30, 2010, stock-based compensatipense not yet recognized in income totaled $D80ythich is expected to be
recognized over a weighted average remaining pefi@lo8 years.

At grant date, the fair value of options awardedetipients is estimated using a Black-Scholesataln model. The exercise price of
stock options equals the fair market value of theeulying stock at the date of grant. The follogvtable shows the key valuation assumptions
used for options granted during the years endete8dger 30, 2010, 2009, and 2008, and other infoaomatOptions are issued for 10 year
periods with 100% vesting generally occurring eithiegrant date or over a four year period.

Year Ended September 30, 2010 2009 2008
(Dollars in Thousands, Except Share and Per Sharedia)

Risk-free interest rat 1.27%- 2.36% 1.50%- 2.82% 3.37%- 4.36Y
Expected annual standard deviat

Range 44.89%- 45.89% 46.48%- 68.70% 19.36%- 33.46Y

Weighted averag 45.06% 51.04¥% 32.80¥%
Expected life (years 5 6 7
Expected dividend yiel

Range 1.64%- 3.02% 2.26%- 6.30% 1.34%- 3.25%

Weighted averag 1.69% 3.05% 3.18%
Weighted average fair value of options grantedriuperiod $ 10.8: $ 744 $ 4.5¢
Intrinsic value of options exercised during per $ 42¢  $ 181 $ 98

Although authorized under the Company’s 2002 Ommilbgentive Plan, the Company had not, prior tcaliyear 2006, awarded
nonvested (restricted) shares to employees ortdiec The Company did award nonvested (restrictkdjes during the fiscal years ended
2010, 2009 and 2008. Shares vest immediately appteriod of four years. The following table shaiws weighted average fair value of
nonvested (restricted) shares awarded and thefaatafalue of nonvested (restricted) shares whiested during the fiscal years ended 2010,
2009 and 2008. The fair value is determined baseithe fair market value of the Company’s stocklengrant date.

Year Ended September 30, 2010 2009 2008
(Dollars in Thousands, Except Share and Per Sharedba)

Weighted average fair value of nonvested sharageptaluring
period $ 23.01 $ 16.0C $ 38.5¢
Total fair value of nonvested shares vested dysirgpd $ 124 $ 124 $ 41
In addition to the Company’s active 2002 Omnibusehitive Plan, the Company also maintains the 1995
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Stock Option and Incentive Plan. No new optionsayer could have been, awarded under the 1995dueing the year ended September 30,
2010; however, previously awarded but unexerciggbos were outstanding under this plan duringyter.

The following tables shows the activity of opticared nonvested (restricted) shares granted, exdraséorfeited under all of the
Company’s option and incentive plans during theyeaded September 30, 2010 and 2009.

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

(Dollars in Thousands, Except Share and Per Sharedia)

Options outstanding, September 30, 2 577,92: $ 23.7¢ 71z $ 1,83¢
Granted 55,15 30.9¢
Exercisec (41,549 16.2¢
Forfeited or expire: (100,53) 32.3(
Options outstanding, September 30, 2 490,99: $ 23.3¢ 6.4 $ 4,57¢
Options exercisable end of ye 448,79 $ 23.3t 64t $ 4,20¢
Weighted
Weighted Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Shares Price Term (Yrs) Value

(Dollars in Thousands, Except Share and Per Sharedia)

Options outstanding, September 30, 2 514,32t $ 23.8¢ 75 $ 32¢
Granted 85,71: 20.8(
Exercisec (21,629 14.67
Forfeited or expire! (500) 22.0¢
Options outstanding, September 30, 2 577,92. $ 23.7¢ 712 % 1,83¢
Options exercisable end of ye 485,79¢ $ 23.1¢ 707 $ 1,588
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Number of Weighted Average
Shares Fair Value At Grant

(Dollars in Thousands, Except Share and Per Sharedia)

Nonvested shares outstanding, September 30, 333¢ § 24.4:
Granted 3,60(C 23.01
Vested (5,267) 23.4¢
Forfeited or expires — —
Nonvested shares outstanding, September 30, 166: $ 24.4:
Number of Weighted Average
Shares Fair Value At Grant
(Dollars in Thousands, Except Share and Per Sharedia)
Nonvested shares outstanding, September 30, 12,50C $ 32.9¢
Granted 5,20(C 16.0(
Vested (6,86¢€) 18.0¢
Forfeited or expires (7,500 38.5¢
Nonvested shares outstanding, September 30, 333 § 24.4:
NOTE 14. INCOME TAXES
The Company and its subsidiaries file a consoldifeleral income tax return on a fiscal year basis.
The provision for income taxes from continuing @iems consists of:
Years ended September 30, 2010 2009 2008
(Dollars in Thousands)
Federal:
Current $ 519¢ % 29¢ % (329
Deferred 1,17¢ (840) (58€)
6,36¢ (541) (917)
State:
Current 92¢ 12¢ (53
Deferred 128 (130) (32)
1,051 (2 (85)
Income tax expense (benefit $ 7,42C  $ (549 $ (1,009
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Total income tax expense (benefit) differs from sketutory federal income tax rate as follows:

Years ended September 30, 2010 2009 2008
(Dollars in Thousands)
Income tax expense (benefit) at 35% federal ta $ 6,93t $ (682 $ (999
Increase (decrease) resulting frc
State income taxes net of federal ber 683 Q) (55
Nontaxable buildup in cash surrender ve (184) (174) (174
Incentive stock option expen 46 20C 203
Tax exempt incom (25) (19 (21)
Nondeductible expens: 78 101 69
Other, ne (113 32 (31)
Total income tax expense (benefit 7420 $ (549 $ (1,009
Year-end deferred tax assets and liabilities inetlith other assets consist of:
September 30, 2010 2009
(Dollars in Thousands)
Deferred tax asset
Bad debt: 2,00z $ 2,60¢
Stock based compensati 384 47€
Operational reserv 517 18¢
Net unrealized losses on securities availabledt — 1,09¢
Other, ne 1,164 1,34:
4,067 5,70¢
Deferred tax liabilities
FHLB stock dividenc (433 (422)
Premises and equipme (1,455 (88¢€)
Patent: (412 (258)
Prepaid expense (529) (51€)
Net unrealized losses on securities availabledta (985) —
Deferred loan fee (63) (61)
(3,877) (2,149
Net deferred tax asset: $ 19C § 3,56¢

Federal income tax laws provided savings banks agtiitional bad debt deductions through SeptemBget 387 totaling $6.7 million
for the Bank. Accounting standards do not reqaideferred tax liability to be recorded on this amtpwhich liability otherwise would total
approximately $2.3 million at September 30, 201@] 2009. If the Bank were to be liquidated or otfise cease to be a bank, or if tax laws
were to change, the $2.3 million would be recorde@xpense.

The Company adopted the provisions of ASC 740 (FA8&rpretation No. 48)Accounting for Uncertainty in Income Taxemn
October 1, 2007. ASC 740 addresses the determimafihow tax benefits claimed or expected to lbémed on a tax return should be recotr
in the consolidated financial statements. Unde€A80, the Company recognizes the tax benefits iomncertain tax position only when i
more likely than not, based on the technical meffitthe position, that the tax position will be &ised upon examination, including the
resolution of any related appeals or litigatiorheTax benefits recognized in the consolidated
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financial statements from such a position are meakas the largest benefit that has a greaterfittyapercent likelihood of being realized ug
ultimate resolution.

In addition, the Company is required to establishtingency reserves for material, known tax expesuiThe Company'’s tax reserves
reflect management’s judgment as to the resoluwfdhe issues involved if subject to judicial revie While the Company believes that its
reserves are adequate to cover reasonably expasteidks, there can be no assurance that, imsthinces, an issue raised by a tax authority
will be resolved at a financial cost that doeseateed its related reserve. With respect to theserves, the Company’s income tax expense
would include (i) any changes in tax reserves mgisiom material changes during the period in #etd and circumstances surrounding a tax
issue, and (ii) any difference from the Compangis position as recorded in the financial statemantsthe final resolution of a tax issue
during the period

Income tax returns for fiscal years 2008 thru 2@ti€h few exceptions, remain open to examinatiorfidaeral and state taxing
authorities. As a result of the implementatiorA&C 740, the Company determined that no additibahility for unrecognized tax benefits
and associated accrued interest and penaltieeexdsiOctober 1, 2007. There have been no chaagkis amount during fiscal 2010.

NOTE 15. CAPITAL REQUIREMENTS AND RESTRICTIONS ON RETAINED EARNINGS

The Bank is the Company’s primary subsidiary. Blaak is subject to various regulatory capital regmients. Failure to meet
minimum capital requirements can initiate certagnahatory or discretionary actions by regulators, ifiandertaken, could have a direct
material effect on the financial statements. Uradgrital adequacy guidelines and the regulatompéraork for prompt corrective action, the
Bank must meet specific quantitative capital guited using their assets, liabilities and certafrbalance sheet items as calculated under
regulatory accounting practices. The requiremargsalso subject to qualitative judgments by tlgeilegors about components, risk weightings
and other factors.

Quantitative measures established by regulati@msure capital adequacy require the Bank to maimtitimum amounts and ratios
(set forth in the table below) of total risk-basmgbital and Tier | capital (as defined in the rediohs) to riskweighted assets (as defined), at
leverage ratio consisting of Tier | capital (asidefl) to average assets (as defined). As of SdmeB0, 2010, the Bank met all capital
adequacy requirements.

The Bank’s actual and required capital amountsratids are presented in the following table.

Minimum Requirement To Be

Minimum Requirement For Well Capitalized Under Prompt
Actual Capital Adequacy Purposes Corrective Action Provisions
(Dollars in Thousands) Amount Ratio Amount Ratio Amount Ratio
September 30, 201!
MetaBank
Tangible capital (to tangible asse $ 74,64: 7.2% $  15,36¢ 1.5(% n/e n/e
Tier 1 (core) capital (to adjusted total ass 74,64 7.2¢ 40,98! 4.0C $ 51,22¢ 5.0(%
Tier 1 (core) capital (to risweighted asset: 74,64 17.57 16,99 4.0C 25,48: 6.0C
Total risk based capital (to risk weighted ass 79,87¢ 18.8( 33,98t 8.0C 42,47¢ 10.0¢
September 30, 200!
MetaBank
Tangible capital (to tangible asse $ 55,818 6.6¢% $ 12,51( 1.5(% n/e n/e
Tier 1 (core) capital (to adjusted total ass 55,81 6.6¢ 33,36! 40C $ 41,70 5.0(%
Tier 1 (core) capital (to ri-weighted asset: 55,81 11.7¢ 18,99! 4.0C 28,48 6.0C
Total risk based capital (to risk weighted ass 61,74¢ 13.01 37,98: 8.0C 47,47¢ 10.0¢

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahc
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institution without prior approval of its primarggulator. The regulatory restriction is based treetiered system with the greatest flexibi
being afforded to well-capitalized (Tier 1) institns. The Bank is currently a Tier 1 institutioAccordingly, the Bank can make, without

prior regulatory approval, distributions duringalendar year up to 100% of their retained net inedon the calendar year-to-date plus retained
net income for the previous two calendar years @ dividends previously paid) as long as theyaia wellcapitalized, as defined in prorr
corrective action regulations, following the propddglistribution. Accordingly, at September 30, @Cdpproximately $12.5 million of the
Bank’s retained earnings were potentially availdbtedistribution to the Company.

NOTE 16. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bank makesuscommitments to extend credit which are nfiected in the accompanying
consolidated financial statements.

At September 30, 2010 and 2009, unfunded loan comenits approximated $37.8 million and $51.8 milliespectively, excluding
undisbursed portions of loans in process. Unfurdad commitments at September 30, 2010 and 2008 mréncipally for variable rate loan:
Commitments, which are disbursed subject to cettaitations, extend over various periods of tint@enerally, unused commitments are
canceled upon expiration of the commitment terrawgbned in each individual contract.

The exposure to credit loss in the event of nomguerdnce by other parties to financial instrumeatcbmmitments to extend credit is
represented by the contractual amount of thoseuim&ints. The same credit policies and collategliirements are used in making
commitments and conditional obligations as are digedn-balance-sheet instruments.

Since certain commitments to make loans and to limeg of credit and loans in process expire withming used, the amount does
not necessarily represent future cash commitmdntaddition, commitments used to extend credita@eements to lend to a customer as long
as there is no violation of any condition estaldi$in the contract.

Securities with fair values of approximately $9.8lion and $6.0 million at September 30, 2010 af82, respectively, were pledged
as collateral for public funds on deposit. Seasitvith fair values of approximately $16.6 milliand $23.4 million at September 30, 2010
2009, respectively, were pledged as collateraifdividual, trust and estate deposits.

Under employment agreements with certain execuifieers, certain events leading to separation ftbenCompany could result in
cash payments totaling approximately $4.6 millisroASeptember 30, 2010.

NOTE 17. LEASE COMMITMENTS
The Company has leased property under various noetable operating lease agreements which expiraretus times through 2024,
and require annual rentals ranging from $3,000049000 plus the payment of the property taxeapabmaintenance, and insurance on

certain property.
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The following table shows the total minimum rerdaimmitment at September 30, 2010, under the leases.

September 30,

(Dollars in Thousands)

2011 $ 1,582
2012 1,582
2013 1,31¢
2014 1,13¢
2015 1,07¢
Thereaftel 2,81¢
Total Leases Commitmen $ 9,517

NOTE 18. SEGMENT REPORTING

An operating segment is generally defined as a compt of a business for which discrete financifdrimation is available and whose
results are reviewed by the chief operating decisimker. Operating segments are aggregated intotedpe segments if certain criteria are
met. The Company has determined that it has twortable segments. The first reportable segmeatifional Banking, consists of its
banking subsidiary, the Bank. The Bank operatesteaditional community bank providing deposighcand other related products to
individuals and small businesses, primarily in¢gbenmunities where their offices are located. Téwoad reportable segment, MPS, is a
division of the Bank. MPS provides a number ofduets and services to financial institutions arfteobusinesses. These products and
services include issuance of prepaid debit capmsorship of ATMs into the debit networks, crgadibgrams, ACH origination services, gift
card programs, rebate programs, travel prograntstanrelated programs. Other programs are iptbeess of development. The remaining
grouping under the caption “All Others” consiststué operations of the Company and Meta Trust ated-segment eliminations. MetaBank
WC is accounted for as discontinued bank operatidnsas previously reported as part of the tiad#l banking segment, and has been
separately classified to show the effect of contigwperations.

Transactions between affiliates, the resulting nees of which are shown in the intersegment reveategory, are conducted at
market prices, meaning prices that would be patddfcompanies were not affiliates.

Traditional Meta Payment
Banking(1) Systems® All Others Total
Fiscal Year Ended September 30, 201
Interest incom $ 25,77 $ 13,267 $ 45 $ 39,08
Interest expens 5,15¢ 362 47€ 5,99:
Net interest income (los 20,61¢ 12,90¢ (431) 33,09(
Provision for loan losse 4,37¢ 11,41¢ — 15,79:
Non-interest incom:e 4,17¢ 93,20: 68 97,44«
Non-interest expens 19,45: 74,46: 1,01¢ 94,93(
Income (loss) from continuing operations before 963 20,22¢ (1,379 19,81
Income tax expense (bene! 367 7,60¢ (559) 7,42(
Income (loss) from continuing operatic $ 5% $ 12.62¢ $ (826) $ 12,39
Inter-segment revenue (expen: $ 9,56( $ (9,560 $ — —
Total asset 341,48t 685,69( 2,58¢ 1,029,761
Total deposit: 242,96 655,24: (75¢) 897,45:
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Fiscal Year Ended September 30, 20C
Interest incomt
Interest expens
Net interest income (los
Provision for loan losse
Nor+-interest incom
Non-interest expens
Income (loss) from continuing operations before
Income tax expense (bene!
Income (loss) from continuing operatic

Inter-segment revenue (expen:
Total asset
Total deposit:

Fiscal Year Ended September 30, 20(C

Interest incomt
Interest expens
Net interest income (los
Provision for loan losse
Nor-interest incom
Non-interest expens
Income (loss) from continuing operations before
Income tax expense (bene
Income (loss) from continuing operatic

Inter-segment revenue (expen:
Total asset
Total deposit:

Discontinued Operation«-Traditional Banking
Net interest incom
Provision for loan losse
Nor-interest incom
Non-interest expens

Income from discontinued operations before
Income tax (expensi

Income from discontinued operatic

Inter-segment revent

Traditional Meta Payment
Banking(1) Systems® All Others Total
35,08: $ 9,41t $ (7,772) 36,72¢
15,33 844 (7,26%) 8,907
19,75 8,571 (50%) 27,81¢
10,427 8,28¢ — 18,71
2,48( 77,39¢ 93 79,96¢
18,80( 71,01¢ 1,26¢ 91,08:
(6,996 6,66¢ (1,675 (2,006
(2,545) 2,567 (565) (5479)
(4,45) $ 409¢ $ (1,110 (1,467)
8,46 $ (8,466 $ — —
389,05: 441,79: 3,93( 834,77
231,96 422,09( (309 653,74
Traditional Meta Payment
Banking(1) Systems® All Others Total
37,257 $ 12,57. $ (12,417 37,41¢
24,08( 1,04: (11,709 13,41°¢
13,17, 11,52¢ (703) 24,00:
2,71¢ — — 2,71¢
2,72: 34,82: 152 37,69¢
19,97¢ 41,38, 45¢ 61,82(
(6,790) 4,967 (1,009 (2,83¢)
(2,557 1,707 (152) (1,00%)
(4,237 $ 3,25¢€ $ (857) (1,839
6,12 $ (6,129 $ — —
405,04 303,14 2,04¢ 710,23¢
216,22: 284,80¢ (2,229 499,80
261
(57)
2,441
374
2,38t
1,574
811
17¢
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NOTE 19. PARENT COMPANY FINANCIAL STATEMENTS
Presented below are condensed financial staterfaritse parent company, Meta Financial.

CONDENSED STATEMENTS OF FINANCIAL CONDITION

September 30, 2010 2009
(Dollars in Thousands)
ASSETS
Cash and cash equivale $ 88: $ 96
Securities available for sa 65€ 77t
Investment in subsidiarie 79,14¢ 56,561
Other asset 1,697 1,274
Total assets $ 82,38¢ $ 58,71:
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Loan payable to subsidiari $ — 25C
Subordinated debentur 10,31( 10,31(
Other liabilities 30 807
Total liabilities $ 10,34C $ 11,367
SHAREHOLDERS'’ EQUITY
Common stocl 34 3C
Additional paic-in capital 32,38 23,55
Retained earning 42,47" 31,62¢
Accumulated other comprehensive income (i 1,59¢ (1,83¢)
Treasury stock, at co (4,445 (6,024)
Total shareholders equity $ 72,04  $ 47,34¢
Total liabilities and shareholders equity $ 82,38 $ 58,71:
CONDENSED STATEMENTS OF OPERATIONS
Years ended September 3( 2010 2009 2008
(Dollars in Thousands)
Gain on sale of commercial bank subsidi $ — 3 — $ 2,30¢
Other income 56 11F 15€
Total income 56 11¢& 2,46t
Interest expens 487 617 841
Other expens 804 1,09t 27¢€
Total expense 1,291 1,712 1,115
Income (loss) before income taxes and equity in uigdributed net income of
subsidiaries (2,235 (2,599 1,34¢
Income (loss) tax expense (bene (498) (536) 1,41¢
Income (loss) before equity in undistributed net icome (loss) of subsidiarie (737) (1,067 (67)
Equity in undistributed net income (loss) of sukmigs 13,13( (402 (95€)
Net income (loss $ 12,39: $ (1,469 $ (1,029
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CONDENSED STATEMENTS OF CASH FLOWS

For the Years Ended September 30, 2010 2009 2008
(Dollars in Thousands)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss $ 12,390 $ (1,469 $ (1,029
Adjustments to reconcile net income to net cashigeal by operating activites
Equity in undistributed net income (loss) of submiies (13,129 242 2,03(
Change in other asse (423 (1,047 1,14t
Change in other liabilitie (777) 452 (693)
Other, ne — 5 57E
Net cash (used in) provided by operating activitie (2,936 (2,817 2,03¢
CASH FLOWS FROM INVESTING ACTIVITES
Investment in subsidiat — — (2,299
Capital contributions subsidiari (6,15¢) — —
Repayments on loan receivable from ES — — 37¢€
Other, ne 262 17& 223
Net cash (used in) provided by investing activite (5,89¢) 17t (1,699
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in loan payable to subsidia (250) (250) (210
Cash dividends pai (1,549 (1,359 (1,340
Proceeds from exercise of stock optir 1,33( 15 19¢
Other, ne 9,08: 1,22¢ 901
Net cash provided by (used in) financing activitie 8,61¢ (364 (450)
Net change in cash and cash equivaler $ 787 $ (2,000 $ (11%)
CASH AND CASH EQUIVALENTS
Beginning of yea $ 9% $ 2,09¢ $ 2,211
End of yea $ 88 $ 9% $ 2,09¢

The extent to which the Company may pay cash didddo shareholders will depend on the cash cuyram&ilable at the Company,

as well as the ability of the Bank to pay dividetashe Company.

114




Table of Contents

NOTE 20. SELECTED QUARTERLY FINANCIAL DATA (UNAUDI TED)

QUARTER ENDED
December 31 March 31 June 30 September 30
(Dollars in Thousands)

Fiscal Year 201C

Interest incom: $ 9,06¢ $ 10,38: $ 10,11« $ 9,527
Interest expens 1,74¢ 1,382 1,45¢€ 1,41(
Net interest incom 7,31¢ 9,001 8,65¢ 8,11z
Provision for loan losse 4,691 9,47¢ 60¢ 1,01z
Net income 1,192 5,17¢ 3,53¢ 2,48¢
Earnings per common and common equivalent s
Basic $ 04t $ 1.7¢ % 118 % 0.87
Diluted $ 04t $ 172 % 111 % 0.81
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z
Fiscal Year 200¢
Interest incom $ 8,72¢ $ 10,53¢ $ 8,465 $ 9,001
Interest expens 2,56¢ 2,28¢ 2,121 1,932
Net interest incom 6,161 8,24t 6,34¢ 7,06¢
Provision for loan losse 2,12¢ 10,27( 6,271 37
Net income (loss 673 1,17¢ (2,587) (729
Earnings (loss) per common and common equivalere
Basic $ 0.2¢ $ 04t $ 0.99 ¢ (0.2¢)
Diluted $ 02¢ $ 04t $ (099 $ (0.2§)
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z
Fiscal Year 200€
Interest incom: $ 8,89¢ $ 9,89 $ 9,171 $ 9,457
Interest expens 3,62t 3,67¢ 3,18( 2,931
Net interest incom 5,27¢ 6,21¢ 5,991 6,52
Provision for loan losse (130 20C 12t 2,52(
Net income (loss) from continuing operatic (790 1,20z (410 (1,837%)
Income (loss) from discontinued operatic 50 761 — —
Net income (loss (740 1,96¢ (410 (1,837%)
Earnings (loss) per common and common equivalere- basic
Income (loss) from continuing operatic $ 03) % 047 $ (0.1¢) $ (0.71
Income (loss) from discontinued operatic 0.0z 0.2¢ — —
Net income (loss (0.29 0.7¢ (0.1¢) (0.77)
Earnings (loss) per common and common equivalere- diluted
Income from continuing operatiol (0.3)) 0.4¢€ (0.16) (0.6¢)
Income from discontinued operatic 0.0z 0.2¢ — —
Net income (loss (0.29) 0.7t (0.16) (0.6¢)
Dividend declared per sha 0.1z 0.1: 0.1z 0.1z
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NOTE 21. FAIR VALUES OF FINANCIAL INSTRUMENTS

Effective October 1, 2008, the Company adoptegtbeisions of ASC 820 (SFAS No. 15Fair Value MeasurementsASC 820
defines fair value, establishes a framework for sneiag the fair value of assets and liabilitiesngsa hierarchy system and expands disclosure:s
about fair value measurement. It clarifies thatJalue is the price that would be received td arlasset or paid to transfer a liability in an
orderly transaction between market participanthiémarket in which the reporting entity transacts.

The fair value hierarchy is as follows:

Level 1 Inputs— Valuation is based upon quoted prices for idahfizstruments traded in active markets that thea@any has the
ability to access at measurement date.

Level 2 Inputs— Valuation is based upon quoted prices for similatruments in active markets, quoted pricesdentical or similar
instruments in active markets that are not acthetrmodelbased valuation techniques for which significasuasgptions are observal
in the market.

Level 3 Inputs— Valuation is generated from model-based techrsidhat use significant assumptions not observaltled market
and are used only to the extent that observablesrgre not available. These unobservable assumsptédlect the Company’s own
estimates of assumptions that market participantddwse in pricing the asset or liability. Valioattechniques include use of option
pricing models, discounted cash flow models andlaintechniques.

A description of the valuation methodologies usadtistruments measured at fair value, as welhagieneral classification of such
instruments pursuant to the valuation hierarchgeisforth below. These valuation methodologiesevepplied to all of the Company’s
financial assets and liabilities carried at failueseffective October 1, 2008.

Securities Available for SaleSecurities available for sale are recorded ataine on a recurring basis. Fair value measuremdrgtsed upon
quoted prices, if available. If quoted prices mogavailable, fair values are measured using degaendent pricing service. Level 1 securities
include those traded on an active exchange, suttiedsew York Stock Exchange, as well as U.S. Tiigaand other U.S. government and
agency securities that are traded by dealers d&ebson active over-the-counter markets. The Campead no Level 1 securities at
September 30, 2010. Level 2 securities include@genortgage-backed securities and private coliitesd mortgage obligations, municipal
bonds and corporate debt securities.

The following table summarizes the assets of the@my for which fair values are determined on aiméeg basis as of
September 30, 2010.

Fair Value at September 30, 2010
(Dollars in Thousands) Total Level 1 Level 2 Level 3

Securities available for sa $ 506,85: $ — % 506,85: $ —
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Foreclosed Real Estate and Repossessed A Real estate properties and repossessed asséiitially recorded at the lower of cost or fair
value less selling costs at the date of foreclgsstablishing a new cost basis. The carrying arhauSeptember 30, 2010 represents the fair
value and related losses that were measured atgfiaie subsequent to their initial classificati@fareclosed assets.

Loans. The Company does not record loans at fair vafua recurring basis. However, if a loan is congidémpaired, an allowance for loan
losses is established. Once a loan is identifieiddividually impaired, management measures inpait in accordance with ASC 310 (SFAS
No. 114),Accounting for Creditors for Impairment of a LoAhen the fair value of the collateral is based wmservable market price or
current appraised value, the Company records tpained loan as non-recurring level 2.

The following table summarizes the assets of the@oy for which fair values are determined on aremurring basis as of
September 30, 2010.

Fair Value at September 30, 2010

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

Foreclosed Assets, n $ 1,298 $ — ¢ 1,298 % —

Loans 13,91¢ — 13,91¢ —
Total $ 1521 $ — 3 1521 $ —

The following table discloses the Company’s esteddtir value amounts of its financial instrumenitsis management’s belief that
the fair values presented below are reasonablellmsthe valuation techniques and data availableeadCompany as of September 30, 2010
and 2009, as more fully described below. The opmratof the Company are managed from a going conuasis and not a liquidation basis.
As a result, the ultimate value realized for thmficial instruments presented could be substantéferent when actually recognized over t
through the normal course of operations. Additiigna substantial portion of the Company’s inhereslue is the Banks’ capitalization and
franchise value. Neither of these components haea lgiven consideration in the presentation offaiues below.

The following presents the carrying amount andhestied fair value of the financial instruments hgydhe Company at September
2010 and 2009. The information presented is stibjechange over time based on a variety of factors
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2010 2009
Carrying Estimated Carrying Estimated
September 30, Amount Fair Value Amount Fair Value
(Dollars in Thousands)
Financial asset:
Cash and cash equivale 87,50: $ 87,50 $ 6,16¢ 6,16¢
Federal funds sol — — 9 9
Securities available for sa 506,85: 506,85: 364,83 364,83t
Loans receivable, ni 366,04! 369,30: 391,60¢ 396,64(
FHLB stock 5,28: 5,28: 7,05( 7,05(
Accrued interest receivab 4,75¢ 4,75¢ 4,344 4,344
Financial liabilities
Noninterest bearing demand depo 675,16: 675,16: 442,15t 442,15t
Interest bearing demand deposits, savings, andynone
markets 76,21¢ 76,21¢ 65,42¢ 65,42¢
Certificates of depos 146,07. 148,49( 146,16: 148,67:
Total deposit: 897,45: 899,87 653,74 656,25
Advances from FHLE 22,00( 25,56: 74,80( 76,03
FRB TAF Borrowings — 25,00( 25,00(
Securities sold under agreements to repurc 8,90¢ 8,90¢ 6,68¢ 6,68¢
Subordinated debentur 10,31( 10,29« 10,31( 10,65¢
Accrued interest payab 392 392 447 447

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

The following sets forth the methods and assumptiged in determining the fair value estimatesHferCompany’s financial
instruments at September 30, 2010 and 2009.

CASH AND CASH EQUIVALENTS

The carrying amount of cash and short-term investmis assumed to approximate the fair value.
FEDERAL FUNDS SOLD

The carrying amount of federal funds sold is assutoeapproximate the fair value.
SECURITIES AVAILABLE FOR SALE

Securities available for sale are recorded atfaine on a recurring basis. Fair value measuremdrgsed upon quoted prices, if
available. If quoted prices are not available, ¥alues are measured using an independent piseingce. The amount of securities for which
guoted market prices were not available is not et the portfolio as a whole.
LOANS RECEIVABLE, NET

The fair value of loans was estimated by discougntire future cash flows using the current rategrath similar loans would be made
to borrowers with similar credit ratings and famflar remaining maturities. When using the disacounmethod to determine fair value, loans
were gathered by homogeneous groups with simitergend conditions and discounted at a targetatasghich similar loans would be made
borrowers as of September 30, 2010 and 2009. ditiad, when computing the estimated fair valuedthioans, allowances for loan losses
have been subtracted from the calculated fair vidueonsideration of credit quality.

FHLB STOCK

The fair value of such stock is assumed to appratérbook value since the Company is generally @biedeem this stock at par
value.

ACCRUED INTEREST RECEIVABLE

The carrying amount of accrued interest receivabéssumed to approximate the fair value.
DEPOSITS

The carrying values of non-interest bearing chegkieposits, interest bearing checking depositsngay
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and money markets is assumed to approximate faieyaince such deposits are immediately withdraevelithout penalty. The fair value of
time certificates of deposit was estimated by disting expected future cash flows by the curret@saffered on certificates of deposit with
similar remaining maturities.

In accordance with ASC 825 (SFAS No. 107), no vélag been assigned to the Company’s long-ternioedtips with its deposit
customers (core value of deposits intangible) sgudh intangible is not a financial instrument efirced under SFAS No. 107.

ADVANCES FROM FHLB

The fair value of such advances was estimated dodinting the expected future cash flows usingetitiinterest rates as of
September 30, 2010 and 2009 for advances withaigtms and remaining maturities.

FRB TAF BORROWINGS
The carrying amount of FRB TAF borrowings is assdrteapproximate the fair value.
SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE AND SUBORDINATED DEBENTURES

The fair value of these instruments was estimagediscounting the expected future cash flows usliegved interest rates
approximating market as of September 30, 2010 808 2ver the contractual maturity of such borrowing

ACCRUED INTEREST PAYABLE
The carrying amount of accrued interest payabéssimed to approximate the fair value.
LOAN COMMITMENTS

The commitments to originate and purchase loans texms that are consistent with current markebgerAccordingly, the Company
estimates that the fair values of these commitmamsot significant.

LIMITATIONS

It must be noted that fair value estimates are na@especific point in time, based on relevantketinformation about the financial
instrument. Additionally, fair value estimates besed on existing on- and off-balance sheet fimircstruments without attempting to
estimate the value of anticipated future businesstomer relationships and the value of assetdiabitities that are not considered financial
instruments. These estimates do not reflect aegnjum or discount that could result from offerihg Company’s entire holdings of a
particular financial instrument for sale at onedinfurthermore, since no market exists for ceéithe Company’s financial instruments, fair
value estimates may be based on judgments regdidinmg expected loss experience, current econoomditions, risk characteristics of
various financial instruments and other factorbege estimates are subjective in nature and inwoigertainties and matters of significant
judgment and therefore cannot be determined witigla level of precision. Changes in assumptionselsas tax considerations cot
significantly affect the estimates. Accordinglgsied on the limitations described above, the agtgegir value estimates are not intended to
represent the underlying value of the Company,ittreea going concern or a liquidation basis.
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NOTE 22. GOODWILL AND INTANGIBLE ASSETS

The changes in the carrying amount of the Compagyiwill and intangible assets for the years erfsiatember 30, 2010 and 2009

are as follows:

Traditional Meta Payment Meta Payment Meta Payment
Banking Systems® Systems® Systems®
Goodwill Goodwill Patents Other Total
(Dollars in Thousands)
Balance as of September 30, 2( $ 1508 $ — $ 707 % — % 2,21t
Acquisitions during the peric — — 42~ 231 65€
Ammortizations during the peric — — — (159 (159
Dispositions during the peric — — (54) — (54)
Balance as of September 30, 2( $ 150¢ $ — $ 107t $ 7% 2,66:
Traditional Meta Payment Meta Payment
Banking Systems® Systems®
Goodwill Goodwill Patents Total
(Dollars in Thousands)
Balance as of September 30, 2( $ 1,50¢ $ 42 $ 273 % 2,20¢
Acquisitions during the peric — — 434 434
Dispositions during the peric — (425) — (425)
Balance as of September 30, 2( $ 150¢ $ — $ 707 % 2,21t

The Company had one amortizable intangible assetded at September 30, 2010 and did not have moytaable assets recorded at

September 30, 2009.

The Company tests goodwill and intangible assetgripairment at least annually or more often if ditions indicate a possible
impairment. There was no impairment to goodwill &mangible assets during the years ended Septed@h&010 and 2009.

Item 9. Changes In and Disagreements with Accountants on Aounting and Financial Disclosure
Not applicable.

Item 9A. Controls and Procedures

(@) Disclosure Controls and Procedures

The Company’s management, with the participatiothefCompany’s Chief Executive Officer and Chieiaficial Officer, has
evaluated the effectiveness of the Company’s “d@ale controls and procedures”, as such
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term is defined in Rules 13a—15(e) and 15d-15(deuthe Exchange Act as of the end of the periagiel by this report. Based upon that
evaluation, the Chief Executive Officer and Chi&fdncial Officer concluded that the Company’s disdre controls and procedures were
effective in timely alerting them to the materialdrmation relating to the Company required torbguded in the Company’s periodic SEC
filings. In addition, no change in our internaht®| over financial reporting (as defined in Rul&a-15(f) and 15d-15(f) under the Exchange
Act) occurred during the fourth quarter of our fisgear ended September 30, 2010 that has mayeaitédicted, or is reasonably likely to
materially affect, our internal control over fingalcreporting.

(b) Management’'s Annual Report on Internal Control dvieancial Reporting.

The Company’s management is responsible for estabyj and maintaining adequate internal controt émancial reporting. The
Company’s internal control over financial reportisg process designed to provide reasonable aesuragarding the reliability of financial
reporting and the preparation of financial statetméor external purposes in accordance with GAARIr internal control over financial
reporting includes those policies and proceduras(thpertain to the maintenance of records tinateasonable detail, accurately and fairly
reflect the transactions and dispositions of tteetsof the Company; (i) provide reasonable assar#hat transactions are recorded as
necessary to permit preparation of financial statetin accordance with GAAP, and that receiptseaqpainditures of the Company are being
made only in accordance with authorizations ofmanagement and directors; and (iii) provide reaslenassurance regarding prevention or
timely detection of unauthorized acquisition, usedisposition of the Company assets that coulelzamaterial effect on the financial
statements.

Internal control over financial reporting, no mattew well designed, has inherent limitations. &exe of such inherent limitations,
internal control over financial reporting may noéyent or detect misstatements. Also, project@freny evaluation of effectiveness to future
periods are subject to the risk that controls megome inadequate because of changes in conditiotizat the degree of compliance with the
policies or procedures may deteriorate.

Management assessed the effectiveness of the Cgmapaternal control over financial reporting asSdptember 30, 2010, based on
the criteria set forth by the Committee of SponsgKrganizations of the Treadway Commission inetnal Control-Integrated Framework.”
After conducting the assessment, management detedntinat, as of September 30, 2010, the Compamgmial control over financial
reporting is effective, based on those criteria.

This annual report does not include an attestagport of the Company’s registered public accountirm regarding internal control
over financial reporting. Management’s report wassubject to attestation by the Company’s reggst@ublic accounting firm pursuant to the
permanent exemption provided to issuers that arélarge accelerated filers” or “accelerated fileassder The Dodd-Frank Act.

Iltem 9B. Other Information

None.
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PART llI

Item 10. Directors, Executive Officers and Corporate Governace

Directors

Information concerning directors of the Companintorporated herein by reference from the Compadgfiitive Proxy Statement
for the Annual Meeting of Stockholders to be hetdJanuary 20, 2011, a copy of which will be fileut tater than 120 days after Septembel
2010 (the “2010 Proxy Statement”).

Executive Officers

Information concerning the executive officers af hompany is incorporated herein by reference flenCompany’s 2010 Proxy
Statement and from the information set forth urtbercaption “Executive Officers of the Company WAre Not Directors” contained in
Part I, Item 1 “Business” of this Annual Reporteorm 10-K.

Compliance with Section 16(a)

Information concerning compliance with Section }6¢ancorporated from the Company’s 2010 ProxyeSteent.
Audit Committee Financial Expert

Information regarding the audit committee of ther@any’s Board of Directors, including informatioggarding Jeanne Partlow, the
audit committee financial expert serving on theiaooimmittee for fiscal 2010 is presented underttbadings “Meetings and Committees”,
“Audit Committee Matters” and under “Election ofrB¢tors” which contains Ms. Partlow’s biographytlie Company’s 2010 Proxy
Statement, and is incorporated herein by reference.
Code of Ethics

We have adopted a written code of ethics withinnleaning of Item 406 of SEC RegulatioriKShat applies to our principal executi
officer and senior financial officers, a copy ofiathis available free of charge by contacting lBsader, our Investor Relations Officer, at
800.792.6815 or from our internet website (www.baeka.com).

Iltem 11. Executive Compensation

Information concerning executive compensation é@iporated herein by reference from the Compan@l0ZProxy Statement.
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Iltem 12. Security Ownership of Certain Beneficial Owners andVlanagement and Related Stockholder Matters

(@) Security Ownership of Certain Beneficial Owners

The information required by this item under thetises captioned “Voting Rights; Vote Required”, “Nftg of Proxies; Revocability
of Proxies: Proxy Solicitation Costs” and Stock @nship” of the 2010 Proxy Statement is incorpordtertin by reference.

(b) Security Ownership of Management

The information required by this item under thetiseccaptioned “Stock Ownership” of the 2010 Pr@tatement is incorporated
herein by reference.

(©) Changes in Control

Management of the Company knows of no arrangemiradsiding any pledge by any persons of securifethe Company, the
operation of which may, at a subsequent date;tresalchange in control of the Registrant.

(d) Equity Compensation Plan Information

The Company maintains the 2002 Omnibus Incentia@ Rir purposes of issuing stock based compenstatiemployees and
directors. An amendment to this plan, authorizingdditional 750,000 shares to be issued undeptais was approved by the Board of
Directors on November 30, 2007, and by the shadehmslat the annual meeting held February 12, 200&. Company also has unexercised
options outstanding under a previous stock optlan.prhe following table provides information abdlié Company’s common stock that may
be issued under the Company’s omnibus incentivespla

Number of securities to be Weighted-average Number of securities remaining
issued upon exercise of exercise price of available for future issuance under
outstanding options, outstanding options, equity compensation plan excluding
Plan Category warrants and rights warrants and rights securities reflected in (a))
Equity compensation plans approved
shareholder 490,99: $ 23.3¢ 631,94t
Equity compensation plans not approvec
shareholder 0 $ 0.0c¢ 0

Item 13. Certain Relationships and Related Transactions, an®irector Independence

Information concerning certain relationships arshsactions is incorporated herein by reference tf@Company’s 2010 Proxy
Statement.

Item 14. Principal Accounting Fees and Services

Information concerning the fees for professionavises rendered by the Company’s principal accautritaincorporated herein by
reference from the discussion under the headingefpendent Registered Public Accounting Firm” in@wmpany’s 2010 Proxy Statement.
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Information concerning the pre-approval policied @anocedures of the Company’s Audit Committee édiporated by reference from
the discussion under the heading “Independent Regis Public Accounting Firm” of the Company’s 21@xy Statement.
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PART IV

Iltem 15. Exhibits and Financial Statement Schedules

The following is a list of documents filed as parof this report:
(@) Financial Statements:

The following financial statements are included emBart Il, Item 8 of this Annual Report on FormK0

1. Report of Independent Registered Public Accourfimg.

2. Consolidated Statements of Financial Conditionfeé8eptember 30, 2010 and 2009.

3. Consolidated Statements of Operations for the YEaded September 30, 2010, 2009, and 2008.

4. Consolidated Statements of Comprehensive IncomssilLfor the Years ended September 30,
2010, 2009, and 2008.

5. Consolidated Statements of Changes in Sharehol8egrsty for the Years Ended September 30,
2010, 2009, and 2008.

6. Consolidated Statements of Cash Flows for the YEeaded September 30, 2010, 2009, and 2008.

7. Notes to Consolidated Financial Statements.

(b) Exhibits :

See Index of Exhibits.
(c) Financial Statement Schedules:

All financial statement schedules have been omégethe information is not required under the eslat
instructions or is inapplicable.
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Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the Regyigthas duly caused this Report

to be signed on its behalf by the undersignedeti@o duly authorized.

Date: December 13, 2010

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbipothe following persons on

META FINANCIAL GROUP, INC.

By:

behalf of the Registrant and in the capacities@nthe dates indicated.

By:

By:

By:

By:

By:

By:

By:

By:

/s/ J. Tyler Haah

J. Tyler Haahr, Preside
and Chief Executive Office
(Principal Executive Officer

/s/ James S. Haa

James S. Haahr, Chairman of the Bc

/s/ E. Thurman Gaski

E. Thurman Gaskill, Directc

/s/ Bradley C. Hansao

Bradley C. Hanson, Directt

/s/ Frederick V. Moori

Frederick V. Moore, Directc

/s/ Rodney G. Muilenbur

Rodney G. Muilenburg, Directc

/s/ Jeanne Partlo

Jeanne Partlow, Directt

/s/ David W. Leedon

David W. Leedom, Executive Vic
President and Chief Financial Offic
(Principal Financial and Accounting Office
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/sl J. Tyler Haah

J. Tyler Haah

(Duly Authorized Representativ

Date:

Date:

Date:

Date:

Date:

Date:

Date:

Date:

December 13, 2010

December 13, 2010

December 13, 2010

December 13, 20:

December 13, 20:

December 13, 2010

December 13, 2010

December 13, 20:
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INDEX TO EXHIBITS

Exhibit

Number Description

3() Registrant’s Certificate of Incorporation as cutheim effect, filed on February 19, 2010 as anibithio the Registrans registratiol
statement on Form-3 (Commission File No. 3--164997), is incorporated herein by referer

3(ii) Registrant’s Bylaws, as amended and restated, dgelixhibit 3(ii) to the Registrant’s Report on fat0K for the fiscal year ende
September 30, 2008 (Commission File N-22140), is incorporated herein by referer

4.1 Registrant’'s Specimen Stock Certificate, filed @bfuary 19, 2010 as an exhibit to the Registraptistration statement on
Form &3 (Commission File No. 3:-164997), is incorporated herein by referer

4.2 Registration Rights Agreement, dated as of Jan2@rR010, by and between Meta Financial Group,dnd. Cash America
International, Inc., filed on February 19, 201Gasexhibit to the Registrant’s registration statetme Form S-3 (Commission File
No. 33:-164997), is incorporated herein by referet

4.3 Registration Rights Agreement, dated as of Jan2@y2010, by and between Meta Financial Group,dnd. NetSpen
Holdings, Inc., filed on February 19, 2010 as ahileix to the Registrant’s registration statementonm S-3 (Commission File
No. 33:-164997), is incorporated herein by referer

10.1 Registrant’s 1995 Stock Option and Incentive Plided as Exhibit 10.1 to Registrant’s Report oniAdk0-KSB for the fiscal year
ended September 30, 1996 (Commission File [-22140), is incorporated herein by referer

10.2 Registrant’s 1993 Stock Option and Incentive Plded on June 17, 1993 as an exhibit to the Regyis’s registration statement on
Form ¢-1 (Commission File No. -64654), is incorporated herein by referer

10.3 Registrar’s Recognition and Retention Plan, filed on Junel®93 as an exhibit to the Registi's registration statement
Form ¢-1 (Commission File No. -64654), is incorporated herein by referer

10.4 Employment agreement between MetaBank and J. Hdahr, originally filed as an exhibit to Registrs Report on Form -K for
the fiscal year ended September 30, 1997 (Commigsle No. 0-22140), is incorporated herein by refiee. First amendment to
such agreement, filed as an exhibit to the Regisg®&eport on Form 10-K for the fiscal year en&sgptember 30, 2008
(Commission File No.-22140), is incorporated herein by referer

10.5 Registrant’'s Supplemental Employees’ Investmen,Riaginally filed as an exhibit to Registrant'gport on Form 10-KSB for the
fiscal year ended September 30, 1994 (CommissienN&. 0-22140). First amendment to such agreerfited,as an exhibit to the
Registrant’s Report on Form 10-K for the fiscaliyeaded September 30, 2008 (Commission File N®1#Q), is incorporated
herein by referenct

10.6 Employment agreement between MetaBank and Jantdaa®r, originally filed on June 17, 1993 as an kithio the Registrant’s
registration statement on Form S-1 (Commission Rde 33-64654). First amendment to such agreerfitett,as an exhibit to the
Registrant’s Report on Form 10-K for the fiscaliyeaded September 30, 2008 (Commission File N&6454), is incorporated
herein by referenci

10.7 Registrant’s Executive Officer Compensation Progriled as Exhibit 10.6 to Registrant’s Report ari 10-K for the fiscal year
ended September 30, 1998 (Commission File I-22140), is incorporated herein by referer

10.8 Registrant’s Executive Officer Incentive Stock @ptiPlan for Mergers and Acquisitions, filed as B%h10.7 to Registrarg’ Repor
on Form 1K for the fiscal year ended September 30, 1998 (@msion File No. -22140), is incorporated herein by referer

10.9 Registrant’s 2002 Omnibus Incentive Plan, filedEakibit 10.9 to Registrant’s Report on Form 10-K ttee fiscal year ended

September 30, 2003 (Commission File N-22140), is incorporated herein by referer
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10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

11

21

23.1

Employment agreement between MetaBank and Bradléja@son, originally filed as an exhibit to Regast’s Report on Form -
K for the fiscal year ended September 30, 2005 (@wmsion File No. 0-22140). First amendment to sagteement, filed as an
exhibit to the Registrant’s Report on Form 10-K thee fiscal year ended September 30, 2008 (Comomigsie No. 0-22140), is
incorporated herein by referen:

Employment agreement between MetaBank and Troy Bbgroriginally filed as an exhibit to Registr’s Report on Form -K
for the fiscal year ended September 30, 2005 (Casion File No. ®2140). First amendment to such agreement, filexhaschibi
to the Registrant’s Report on Form 10-K for thedisyear ended September 30, 2008 (CommissiorNeileé-22140), is
incorporated herein by referen:

The First Amendment to Registrant’'s 2002 Omnibweehive Plan, adopted by the Registrant on Aug8s2206, and filed on
December 19, 2006 as Exhibit A to Registrant’s S8ale14A (DEF 14A) Proxy Statement (Commission Ne 0-22140), is
incorporated by referenc

Securities Purchase Agreement, dated January 28, B9 and between Meta Financial Group, Inc. aashCAmerice
International, Inc., filed on January 26, 2010 m®x=hibit to the Registrant’s Report on Form 8-K@nission File No. ®2140), is
incorporated herein by referen:

Securities Purchase Agreement, dated January 29, B9 and between Meta Financial Group, Inc. aatSdend Holdings, Inc.,
filed on February 2, 2010 as an exhibit to the Riegint's Report on Form 8-K (Commission File N&®2Zt40), is incorporated
herein by referenci

The Second Amendment to Regist’s 2002 Omnibus Incentive Plan, adopted by the Ragison November 30, 2007, and fil
on January 3, 2008 as Exhibit A to Registrant’seiciie 14A (DEF 14A) Proxy Statement (Commissioe Nb. 0-22140), is
incorporated by referenc

Employment agreement between MetaBank and Davidé&dom, dated October 27, 2008 filed as an extdlihe Registrant’s
Report on Form 10-K for the fiscal year ended Saper 30, 2008 Commission File No. 0-22140), is ipooated herein by
reference

Amended and Restated Contract for Deferred Compiendaetween MetaBank and James S. Haahr, datedi8ber 27, 2005 ar
the first amendment thereto filed as an exhibth®Registrant’s Report on Form KOfor the fiscal year ended September 30, 2
is incorporated herein by referen

Statement re: computation of per share earnings K&e¢e 3 of “Notes to Consolidated Financial Staets,” which is included in
Part 11, Item & Consolidated Financial Statements and Supplemebtatz” of this Annual Report on Form -K).

Subsidiaries of the Registrant are filed herew
Consent of Independent Registered Public Accouriing is filed herewith
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311

31.2

32.1

32.2

Certification of Principal Executive Officer pursudo Section 302 of the Sarba-Oxley Act of 2002 is filed herewitt
Certification of Principal Financial Officer pursutato Section 302 of the Sarba-Oxley Act of 2002 is filed herewitt
Certification of the CEO pursuant to Section 906haf Sarban«-Oxley Act of 2002 is filed herewitt
Certification of the CFO pursuant to Section 90éhef Sarban-Oxley Act of 2002 is filed herewitt
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SUBSIDIARIES OF THE REGISTRANT




SUBSIDIARIES OF THE REGISTRANT

Percentage of State of Incorporation
Parent Subsidiary Ownership or Organization
Meta Financial Group, Int MetaBank 10(% Federal
Meta Financial Group, In First Midwest Financial Capital Trus 10(% Delaware
MetaBank First Services Financial Limite 10(% lowa
First Services Financial Limite Brookings Service Corporatic 100% South Dakott

The financial statements of Meta Financial Gromg, hre consolidated with those of its subsidiaeasept First Midwest Financial
Capital Trust I.




EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM




Consent of Independent Registered Public Accountingirm

Board of Directors and Audit Committee
Meta Financial Group, Inc.

We consent to the incorporation by reference inMle¢a Financial Group, Inc. Registration Statentenform S-3 (No. 333-164997) and the
Registration Statements on Form S-8 pertainingédMeta Financial Group, Inc. 1995 Stock Option braéntive Plan (No. 333-22523) and
the Meta Financial Group, Inc. 2002 Omnibus Incen®lan (No. 333-110200, No. 333-141407, and N8-B31604), of our report dated
December 13, 2010, with respect to the consolidst@gment of financial condition of Meta Financ&abup, Inc. as of September 30, 2010
and 2009, and the related consolidated stateméofzeoations, comprehensive income (loss), chaimgsisareholders’ equity, and cash flows
for the three-year period ended September 30, 20i€h report appears in the September 30, 2010 AlMRaport on Form 10-K of Meta
Financial Group, Inc. and subsidiaries.

KPrics LLP

Des Moines, lowa
December 13, 2010




Exhibit 31.1

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

[, J. Tyler Haahr, certify that:
1. | have reviewed this Annual Report on Form 10f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or eméitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the Registrant as of, and for, théggs presented in this annual report;

4. The Registrant’s other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedoras designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidageibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b) Designed such internal control over financiglaiting, or caused such internal control over fiahreporting to be designed under
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentédsineport our conclusions about
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; and

d) Disclosed in this report any change in the Regi¢’'s internal control over financial reportirftat occurred during the Registrant
issuer’s most recent fiscal quarter (the Regissdntrth fiscal quarter in the case of an anneabirt) that as materially affected, or is
reasonably likely to materially affect, the Regisit's internal control over financial reporting;dan

5. The Registran$’ other certifying officers and | have disclosealsdd on our most recent evaluation of internalrobowver financial reporting
to the Registrant’s auditors and the audit committethe Registrant’s board of directors (or pessparforming the equivalent function):

a) All significant deficiencies and material weakses in the design or operation of internal costookr financial reporting which are
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reporting.

Date: December 13, 20:
/sl J. Tyler Haah
Chief Executive Office




Exhibit 31.2

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

[, David W. Leedom, certify that:
1. | have reviewed this Annual Report on Form 16f#leta Financial Group, Inc.;

2. Based on my knowledge, this report does notatemny untrue statement of a material fact ort@émstate a material fact necessary to n
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all material respe
the financial condition, results of operations aadh flows Registrant as of, and for, the periogsgnted in this annual report;

4. The Registrarg’ other certifying officers and | are responsildiedstablishing and maintaining disclosure contanld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the Registrant and have:

a) Designed such disclosure controls and procedaresused such disclosure controls and procedotas designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidhgeibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b) Designed such internal control over financigloiting, or caused such internal control over fiiahreporting to be designed under
our supervision, to provide reasonable assuramgadang the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentédsineport our conclusions about
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; and

d) Disclosed in this report any change in the Regyig’'s internal control over financial reportirftat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repod) #s materially affected, or is
reasonably likely to materially affect, the Regisit's internal control over financial reporting;dan

5. The Registrant’s other certifying officers drithve disclosed, based on our most recent evatuafiinternal control over financial
reporting, to the Registrant’s auditors and thetazaimmittee of the Registrant’s board of direct@spersons performing the equivalent
function):

a) All significant deficiencies and material weakses in the design or operation of internal costookr financial reporting which are
reasonably likely to adversely affect the Regidtsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reporting.

Date: December 13, 20:
/s/ David W. Leedon
Chief Financial Office




Exhibit 32.1

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

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form 10-K foretlgear ended September 30, 2010, as
filed with the Securities and Exchange Commissinnhe date of this Certification (the “Reportl}),). Tyler Haahr, the Chief Executive Offi
of the Company, certify, pursuant to 18 U.S.C. Bact350, as adopted pursuant to Section 906 ob#rbanes-Oxley Act of 2002, that:

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

(2) the information contained in the Report fairly prets, in all material respects, the financial cbadiand result of operatiol
of the Company.

By: /s/J. Tyler Haah
Name: J. Tyler Haat
Chief Executive Office
December 13, 201




Exhibit 32.2

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

In connection with the Annual Report of Meta Finah&Group, Inc. (the “Company”) on Form 10-K foretlgear ended September 30, 2010, as
filed with the Securities and Exchange Commissionihe date of this Certification (the “Report”) David W. Leedom, the Chief Financial
Officer of the Company, certify, pursuant to 18 IC.SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

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

2) the information contained in the Report fairly prets, in all material respects, the financial cbadiand result of operatio
of the Company.

By: /s/ David W. Leedon
Name: David W. Leedor
Chief Financial Office!
December 13, 201




