Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

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

For the fiscal year ended September 30, 20(

OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to
Commission file number 0-22140.
META FINANCIAL GROUP, INC.
(Name of Registrant as specified in its charter)
Delaware 42-1406262
(State or other jurisdiction ¢ (I.R.S. Employe
incorporation or organizatiol Identification No.)
121 East Fifth Street, Storm Lake, lowe 50588
(Address of principal executive office (Zip Code)

(712) 732-4117
Registrant’s telephone number:
Securities Registered Pursuant to Section 12(t)eoAct:
None
Securities Registered Pursuant to Section 12(t)eoAct:

Common Stock, par value $0.01 per share
(Title of Class)

Indicate by check mark if the Registrant is a vkelbwn seasoned issuer, as defined in Rule 405ed®#cturities Act. YESd  NO

Indicate by check mark if the Registrant is notuieed to be file reports pursuant Section 13 antti®e 15(d) of the Act. YESX]
NO O

Indicate by check mark whether the Registrant ék)filed all reports required to be filed by Seweti or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the Registrant was reduadile such reports), and (2) has been
subject to such filing requirements for the pastla@s. YES NO O

Indicate by check mark whether the Registrant bashited electronically and posted on its corpovegd site, if any, every Interactive
Data File required to be submitted and posted untsto Rule 405 of Regulation Seuring the preceding 12 months (or for such srgrerioc
that the Registrant was required to submit and gosh files). YESXI NO O .

Indicate by check mark if disclosure of delinquilers pursuant to Item 405 of Regulation S-K it contained herein, and will not be
contained, to the best of Registrant’s knowledgeldfinitive proxy or information statements incorgted by reference in Part Il of this
Form 10-K or any amendment to this Form 104Kl

Indicate by check mark whether the Registrantlé&sge accelerated filer, an accelerated filer, aaccelerated filer or a smaller reporting
company. (Check one):

Large accelerated filed Accelerated filerd

Non-accelerated fileid Smaller Reporting Comparlx]
Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Exge Act). YESO  NO
As of December 8, 2009, there were outstandingZ28% shares of the Registrant’'s Common Stock.



As of March 31, 2009, the aggregate market valud@f/oting stock held by non-affiliates of the R#gnt, computed by reference to the
average of the closing bid and asked prices of statk on the NASDAQ System as of such date, wasoaillion.

DOCUMENTS INCORPORATED BY REFERENCE
PART Il of Form 10-K — Portions of the Proxy Statent for the Annual Meeting of Shareholders to el Hanuary 25, 2010.




Table of Contents

[This page left intentionally blank.]




Table of Contents

Item 1.
Iltem 1A.
Iltem 1B.
Iltem 2.
Iltem 3.
Iltem 4.

Item 5.
Iltem 6.
Iltem 7.
Item 7A.

Iltem 8.
Iltem 9.

Item 9A(T).

Iltem 9B.

Item 10.
Item 11.
Iltem 12.
Iltem 13.
Item 14.

Iltem 15.

Signature:

META FINANCIAL GRO UP, INC.
FORM 10-K

Table of Contents

Part I.

Description of Busines

Risk Factors

Unresolved Staff Commen

Properties

Legal Proceeding

Submission of Matters to a Vote of Security Holc

Part Il.

Market for Registrars Common Equity, Related Shareholder Matters aswklsPurchases of Securit
Selected Financial Da

Managemer's Discussion and Analysis of Financial Conditiond &esults of Operatior

Quantitative and Qualitative Disclosure About MarRésk

Consolidated Financial Statements and Supplemebtaty

Changes In and Disagreements With Accountants @oudting and Financial Disclosu
Controls and Procedur

Other Informatior

Part Ill.

Directors, Executive Officers and Corporate Goveos

Executive Compensatic

Security Ownership of Certain Beneficial Owners dMahagement and Related Stockholder Mat
Certain Relationships and Related TransactionsPargttor Independenc

Principal Accountant Fees and Servi

Part IV.

Exhibits and Financial Statement Schedi

Page No.

40
49
49
49
49

5C
51
52
67

69
10¢
10¢
10¢

11C
11C
11C
111
111

112

11z




Table of Contents

[This page left intentionally blank.]




Table of Contents
Forward-Looking Statements

Meta Financial Group, In& , (“Meta Financial” ch& Company”) and its wholly-owned subsidiaries thABank™ (the “Bank”), and
Meta Trust Compan§ (“Meta Trust” or the “Trust Company”), may from téro time make written or oral “forward-looking t&ments,”
including statements contained in its filings witle Securities and Exchange Commission (“SEC")sineports to shareholders, and in other
communications by the Company, which are made gddaith by the Company pursuant to the “safe hdrpmvisions of the Private
Securities Litigation Reform Act of 1995.

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 other§ltbwing subjects: future operating resultsstomer retention; loan and other product
demand; important components of the Company’s lsalaheet and income statements; growth and expamsw 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, amonpr, could cause the Company’s financial perfomada differ materially from the
expectations, estimates, and intentions expresssdch 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, andgdmin, trade, monetary, and fiscal
policies and laws, including interest rate policdéshe Board of Governors of the Federal Resegpste®n (the “FRB” or the “Board”), as well
as efforts of the United States Treasury in cortjonavith bank regulatory agencies to stimulateghenomy and protect the financial system;
inflation, interest rate, market, and monetarytihations; the timely development of and acceptarficeew products and services offered by the
Company as well as risks (including litigation)esttlant thereto and the perceived overall valubedd products and services by users; the
of dealing with or utilizing third-party vendordid impact of changes in financial services’ lawd esgulations; technological changes,
including but not limited to the protection of diemic files or databases; acquisitions; litigati@k in general, including but not limited to
those risks involving the MPS division; the growtithe Companys business as well as expenses related theretogehan consumer spend
and saving habits; and the success of the Comgangraging and collecting assets of borrowers faude

The foregoing list of factors is not exclusive. diibnal discussions of factors affecting the Compsa business 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, thatyrba made from time to time by or on behalf of @@mpany or its subsidiaries.

Available Information

The Company’s website address is www.bankmeta.cbine. Company makes available, through a link with$EC’s EDGAR
database, free of charge, its annual report on Bdrid, quarterly reports on Form 10-Q, current ipon Form 8-K, amendments to those
reports filed or furnished pursuant to Section 18¢al5(d) of the Securities Exchange Act of 198% (‘Exchange Act”), and beneficial
ownership reports on Forms 3, 4, and 5 as sooeaa®nably practicable after electronically filings material with, or furnishing it to, the
SEC. The information found on the Company’s webisitnot incorporated by reference in this or atineoreport the Company files or
furnishes to the SEC.
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PART |
Item 1. Description of Business

General

Meta Financial, a registered unitary savings asm leolding company, is a Delaware corporation pttirecipal assets of which are all
the issued and outstanding shares of the Banldeadksavings bank. Meta Financial, on SeptemBget 293, acquired all of the capital stock
of the Bank in connection with its conversion fréme mutual to stock form ownership (the “Conver8joron 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 loanitnglcompany again, all as discussed
below. Unless the context otherwise requiresregiees herein to the Company include Meta Finameidlthe Bank, and all subsidiaries on a
consolidated basis.

After the Conversion, the Company acquired sevigrahcial institutions. On March 28, 1994, Metadicial acquired Brookings
Federal Bank in Brookings, South Dakota (“Brookifrgsleral”). On December 29, 1995, Meta Finan@gluaed lowa Savings Bank, FSB in
Des Moines, lowa (“lowa Savings”). Brookings Ferleand lowa Savings were both merged with, and operate as market areas of, the
Bank. On September 30, 1996, Meta Financial coraglthe acquisition of Central West Bancorporai@\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 firmtformation as discontinued ba
operations in the consolidated financial statemantsthe notes thereto in the Annual Report faali2007. 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 meet theeds of the communities it serves and a paynsenipany that provides services
nationwide. The Company provides a full rangeimdirficial services. The principal business of th@lBhas 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 ewoiah business loans primarily in the
Bank’s market areas. Due to the recent econoniginations of commercial and multi-family real @stéoans and commercial business loans
are down compared to prior years. The Bank alsohases loan participations from time to time frotiner financial institutions. The Bank
also purchases mortgage-backed securities andiatrestments permissible under applicable reguiatidn 2004, the Bank created a division
known as MPS, which issues various prepaid caaisumer credit products, and sponsors ATMs int@uardebit networks and offers other
payment industry products and services. MPS gé&refae income and low- and no-cost deposits ®Bidink through its activities. As noted
in the “Management’s Discussion and Analysis ofaficial Condition and Results of Operations,” whikhcluded in Item 7 of this Annual
Report on Form 10-K, MPS is expanding and playigificant role in the Company’s financial perfornte.

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

Meta Financial also owns Meta Trust, a South Dakutst corporation. Meta Trust, established iniApP02 as a South Dakota
corporation and a whollgwned subsidiary of Meta Financial, provides a falige of trust services. First Midwest Finan€lapital Trust, als
a wholly-owned subsidiary of Meta Financial, watbBshed in July 2001 for the purpose of issunugttpreferred securities.

Meta Financial, the Bank and Meta Trust are sulifecomprehensive regulation and supervision. “Begulation” herein.
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The home office of the Company is located at 124t Edth Street, Storm Lake, lowa 50588. Its thlempe 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&J!”), and Sioux Empire
(“SE"). The Bank’s headquarters is located at Ea%t Fifth Street in Storm Lake, lowa. NW!I opesatgo offices in Storm Lake, lowa.
Brookings operates one office in Brookings, Sou#tk@a. Cl operates a total of six offices in low2es Moines (3), West Des Moines (2) i
Urbandale. SE operates three offices and one asinaitive office in Sioux Falls, SD. MPS, whicHexk prepaid cards and other payment
industry products and services nationwide, opematie®f Sioux Falls, South Dakota and has an admative 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 marketaneludes the lowa counties of Buena Vista, Dadlagd Polk, and the South
Dakota counties of Brookings, Lincoln, Minnehaha &foody. lowa ranks sixth “most livable” statetie nation (Morgan Quinto State
Rankings, 2007), and has low corporate income artthise taxes. South Dakota ranks first in sttedpar computer (Education Weekly,
Technology Counts 2006), ninth “most livable” stimtehe nation (Morgan Quinto State Rankings, 280@ has no corporate income tax,
personal income tax, personal property tax, busiimegentory tax, or inheritance 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 highhgdeéent 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 offices 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 encompassa®aimately a 30-mile radius of Brookings. Theai®generally rural, and agriculture is
a significant industry in the community. South DtkState University is the largest employer indkings. 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 logdatedowntown Brookings.

Des Moines, lowa'’s capital is located in centraldo The Des Moines market area encompasses PalktyCand surrounding
counties. The Bank’s Central lowa main officededted 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 miee heart of Des Moines, on a major thoroughfiere, densely populated area. The High
Park facility is located in a historical distrigg@roximately five minutes north of downtown Des M@s. 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 théht@e insurance centers in the world, with sixtyeseinsurance company headquarters and
over one hundred regional insurance offices. Majoployers include Principal Life Insurance Compdowa Health — Des Moines, Mercy
Hospital Medical Center, Hy-Vee Food Stores, @ity of Des Moines, United Parcel Service, NatiotevMutual Insurance Co., Pioneer Hi
Bred International Inc., and Wells Fargo Finaneial Home Mortgage. Universities and colleges éndfea include Des Moines Area
Community College, Drake University, Simpson ColleBes Moines University — Osteopathic Medical @enGrand View College, AIB
College of Business, and Upper lowa University.e Tinemployment rate in the Des Moines metro areaBako as of September 2009.

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 athigé growth area of 5%  and
Western. Other branches are located d¢ 33 andedota and the intersection off12 and EImwoodjoMamployers in the area include
Sanford Health, Avera McKennan
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Hospital, John Morrell & Company, Citibank (Southk®ta) NA, and Hy-Vee Food Stores. Sioux Fallsase to Augustana College and The
University of Sioux Falls. The unemployment rateSioux Falls was 4.6% as of September 2009.

Several of the Company’s market areas are dependengriculture-related businesses, which are esgts exogenous risk factors
such as weather conditions and commodity pricessdntly, economic conditions in the agricultuesdter of the Company’s market area are
relatively strong. Higher yields will help offsebmmodity prices; however, higher moisture conteititdrive up the cost of production due to
increased drying costs. The agricultural econasraccustomed to commodity price fluctuations argkizerally 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 conditioould result in a reduced demand for goods endces provided by agriculture-related
businesses, which could also affect other busisdasthe Company’s market area.

Lending Activities

General. Historically, the Company originated fixed-rab@e- to four-family mortgage loans. In the ea®8Q@s, 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 &a generally sold in the secondary market. “Baeagement’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 tirtdmily 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, 2009, the Company’s net
loan portfolio totaled $391.6 million, or 46.9%tbe Company’s total assets.

Loan applications are initially considered and appd at various levels of authority, dependinglmntype and amount of the loan.
The Company has a loan committee consisting obsdéemders and Market Presidents, and is led bythief Lending Officer. Loans in exce
of certain amounts require approval by at leastiveanbers of the entire loan committee, a majoffitthe entire loan committee, or by the
Company’s Board of Directors, which has responisybibr the overall supervision of the loan portéol The Company reserves the right to
discontinue, adjust or create new lending progremmespond to competitive factors.

At September 30, 2009, the Company'’s largest lenddtationship to a single borrower or group oétetl borrowers totaled $8.0
million. The Company had 24 other lending relasioips in excess of $1.7 million as of Septembe2B09. At September 30, 2009, one of
these loans totaling $5.4 million was classifiedalsstandard and one totaling $5.0 million wassifi@sl as doubtful. 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,
2009 2008 2007 2006 2005
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)

Real Estate Loan:

1-4 Family $ 48,77( 12.2%$ 56,36: 13.(%$ 45,407 12.€%$ 58,16¢ 15.4%% 68,13¢ 15.7%
Commercial & Multi
Family 232,75( 58.46 222,65 51.2% 169,87" 47.1% 159,10; 42.2% 201,43: 46.%
Agricultural 26,75k 6.7% 30,04¢ 6.9% 16,58: 4.6% 14,09¢ 3.7% 12,77: 3.C%
Total Real Estate Loar 308,27! 77.2% 309,05¢ 71.1% 231,86¢ 64.2% 231,37( 61.2% 282,34: 65.%%

Other Loans
Consumer Loans

Home Equity 18,55¢ 4.7% 21,35 4.9% 23,83 6.6% 24,55¢ 6.5% 24,14( 5.€%
Automobile 92¢ 0.2% 922 0.2% 1,241 0.4%  1,70¢ 0.5% 2,13¢ 0.5%
Other (1) 16,51¢ 4.1% 27,05« 6.3% 11,69( 3.2%  3,80( 1.C%  4,20: 0.%%
Total Consumer
Loans 35,99¢ 9.C% 49,32¢ 11.4% 36,76 10.2% 30,06 8.C% 30,47¢ 7.C%
Agricultural Operating 27,88¢ 7.C% 31,15 7.2% 33,14 9.2% 28,66! 7.6% 23,08¢ 5.4%
Commercial Busines 26,86¢ 6.7% 44,97: 10.2% 58,70t 16.2% 87,20: 23.1% 96,46 22.2%
Total Other Loan: 90,75 22.7% 125,45: 28.€% 128,61 35.7% 145,93( 38.7% 150,02¢ 34.7%
Total Loans 399,03: 100.(% 434,51: 100.(% 360,47 100.(% 377,30( 100.(% 432,37: 100.(%
Less:
Loans in Proces 264 695 254 1,77z 9,73:
Deferred Fees ar
Discounts 16€ 16C 117 177 277
Allowance for Losse 6,99: 5,732 4,49: 6,391 6,792
Total Loans Receivable,
Net $391,60¢ $427,92¢ $355,61. $368,95¢ $415,56¢
@ 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,

2009

2008

2007

2006

2005

Amount

Percent Amount

Percent

Amount

Percent Amount

Percent

Amount

Percent

Fixed Rate L oans

(Dollars in Thousands)

Real Estate
1-4 Family $ 42,31( 10.€%0$ 42,95: 9.9%$ 34,157 9.5%$ 45,59: 11.¢%$ 38,92: 9.C%
Commercial & Multi
Family 180,89: 45.%% 171,11« 39.4% 128,49! 35.6% 113,07: 29.1% 126,27: 29.2%
Agricultural 17,317 4.4% 20,26 4.6% 11,61( 3.2%  8,22¢ 2.4% 6,34 1.5%
Total FixedRate Rea
Estate Loan 240,51¢ 60.2% 234,32¢ 53.€% 174,26: 48.2% 166,89 43.%% 171,54 39.7%
Consumel 17,39¢ 4.0 42,19: 9.7% 21,47( 6.C% 21,12¢ 5.6% 17,06¢ 3.%
Agricultural Operating 15,75: 3.8% 16,84( 3.¢% 16,51¢ 4.€% 15,14¢ 41% 7,161 1.7%
Commercial Busines 15,57¢ 3.9% 25,22¢ 5.8% 31,38¢ 8.7% 36,70 9.6% 35,25: 8.1%
Total Fixed-Rate
Loans 289,24 72.5% 318,58 73.2% 243,63 67.6% 239,86¢ 62.6% 231,02: 53.4%
Adjustable Rate Loan:
Real Estate
1-4 Family 6,46( 1.6% 13,41( 3.1% 11,25( 3.1% 12,57 3.2% 29,217 6.7%
Commercial & Multi
Family 51,85¢ 13.(% 51,537 11.%% 41,38: 11.5% 46,03t 13.1% 75,15¢ 17.4%
Agricultural 9,43¢ 24%  9,78¢ 2.2% 4,97 1.4%  5,86¢ 1.7%  6,42¢ 1.5%
Total Adjustable Ree
Estate Loan 67,757 17.% 74,73: 17.2% 57,60 16.(% 64,47¢ 18.(% 110,79¢ 25.€%
Consume! 18,60! 4.7% 7,137 1.6% 15,29 4.2%  8,93¢ 2.3% 13,41 3.1%
Agricultural Operating 12,137 3.0% 14,31 3.3% 16,62« 4.6% 13,51¢ 3.5% 15,92¢ 3.7%
Commercial Busines 11,29: 2.8% 19,74¢ 4.6% 27,31¢ 7.€% 50,50( 13.6% 61,21°¢ 14.2%
Total Adjustable
Loans 109,78¢ 27.5% 115,92¢ 26.7% 116,84( 32.8% 137,43: 37.48 201,34¢ 46.6%
Total Loans 399,03: 100.(% 434,51 100.(% 360,47 100.(% 377,30( 100.(% 432,37: 100.(%
Less:
Loans in Proces 264 695 254 1,77z 9,73:
Deferred Fees ar
Discounts 16€ 16C 117 177 277
Allowance for Losse 6,99: 5,732 4,492 6,391 6,792
Total Loans Receivable
Net $391,60¢ $427,92¢ $355,61.: $368,95¢ $415,56¢
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The following table illustrates the interest ragasitivity of the Company’s loan portfolio at Septger 30, 2009. 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.

Agricultural
Real Estate (1) Consumer Commercial Business 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)

2010 (2) $ 41,02 5.35% $18,54« 6.27% $10,06: 5.01% $19,79: 4.77% $ 89,42: 5.2(%
2011-2012 24,86¢ 5.62% 4,56¢ 7.4€% 7,87 451% 2,02¢ 6.1€% 39,33! 5.65%
2013 and following 242,38’ 6.16% 12,88 6.21% 8,931 6.271% 6,07¢ 6.1 270,27¢ 6.1<%
Total $308,27: $35,99¢ $26,86¢ $27,88¢ $399,03:

(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.
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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 September2809, the Company’s one- to four-
family residential mortgage loan portfolio total®4i8.8 million, or 12% of the Company’s total grésan portfolio. See “Originations,
Purchases, Sales and Servicing of Loans and MatBagked Securities.At September 30, 2009, the average outstandingipghbalance (
a one- to four-family residential mortgage loan \approximately $68,000.

The Company offers fixed-rate and ARM loans forrbpérmanent structures and those under constru®iating the year ended
September 30, 2009, the Company originated $5.8mibf adjustable-rate loans and $49.6 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, 2009, the Company’s commercial ant-family real estate loan portfolio totaled $232nillion, or 58% 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 and consistent with management’sotiyes to expand the Company’s commercial andiffauttily loan portfolio, purchased
$41.7 million, $39.8 million, and $19.8 million, efich loans during fiscal 2009, 2008 and 2007 eetdely. At September 30, 2009, $11.5
million, or 5.0%, of the Company’s commercial andltinfamily real estate loans was non-performirgee “Non-Performing Assets, Other
Loans of Concern and Classified Assets.”

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
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not exceed 20 years, have loan-to-value ratiopdbB0% of the appraised value of the securityperty, and are typically secured by personal
guarantees of the borrowers. The Company hasietyaf rate adjustment features and other ternits icommercial and multi-family real
estate loan portfolio. Commercial and multi-famidal estate loans provide for a margin over a rarobdifferent indices. In underwriting
these loans, the Company currently analyzes tlamdial condition of the borrower, the borrower’sdit history, and the reliability and
predictability of the cash flow generated by thegarty securing the loan. Appraisals on propegésiring commercial real estate loans
originated by the Company are performed by indepehdppraisers.

At September 30, 2009, the Company'’s largest comialeand multi-family real estate loan was an $8ibion loan secured by real
estate. At September 30, 2009, the average odtstaprincipal balance of a commercial or multi-ignmeal estate loan held by the Company
was approximately $683,000.

Commercial and multi-family real estate loans gatlgipresent a higher level of risk than loans seduby one- to four-family
residences. This greater risk is due to sevectdffg, 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 sedwyemmmercial and multi-family real estate is tgly 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 migoant is unable to fulfill its lease obligationt)e borrowers ability to repay the loan may
impaired. At September 30, 2009, the Bank’s nadeggial real estate loans totaled 333% of riskebasapital.

Agricultural Lending. The Company originates loans to finance the mselof farmland, livestock, farm machinery and pongnt,
seed, fertilizer and other farm related produ&sSeptember 30, 2009, the Company had agriculteadlestate loans secured by farmland of
$26.8 million or 7% of the Company’s gross loantfmhio. At the same date, $27.9 million, or 7%tleé Company'’s gross loan portfolio,
consisted of secured loans related to agricultypalations.

Agricultural operating loans are originated at eithn adjustable or fixed rate of interest for aijp one year term or, in the case of
livestock, upon sale. Most agricultural operatioans have terms of one year or less. Such loanéde 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, 200%vkeage outstanding principal balance of an
agricultural operating loan held by the Company #534,000. At September 30, 2009, none of the Gmylp agricultural operating loans v
non-performing.

Agricultural real estate loans are frequently aovéged with adjustable rates of interest. Generaligh loans provide for a fixed rate of
interest for the first one to five years, whichrtlmalloon 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 estasss generally have terms up to five years. @gduirral real estate loans are generally limited
to 75% of the value of the property securing tfenloAt September 30, 2009, none of the Compargris@tural 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 inesh\a greater degree of risk than one- to four-faresidential mortgage loans because of the
typically larger loan amount. In addition, paynsah loans are dependent on the successful opematimanagement of the farm property
securing the loan or for which an operating loantikzed. The success of the loan may also becfl by many factors outside the control of
the farm borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can seveliehjt crop yields and thus impair
loan repayments and the value of the underlyintatehl. This risk can be reduced by the farmeh wivariety of insurance coverages which
can help to ensure loan repayment. Governmentostipppgrams and the Company generally requirefératers procure crop insurance
coverage. Grain and livestock prices also preseisk as prices may decline prior to sale resgliina failure to cover production costs. These
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risks may be reduced by the farmer with the udetofes contracts or options to mitigate price.ridlkhe Company frequently requires
borrowers to use future contracts or options taicedprice risk and help ensure loan repayment.thanaisk is the uncertainty of government
programs and other regulations. During periodswfcommodity prices, the income from governmemigpams can be a significant source of
cash to make loan payments and if these prograendiscontinued or significantly changed, cash flimablems or defaults could result.
Finally, many farms are dependent on a limited nemd$ key individuals upon whose injury or deathymasult in an inability to successfully
operate the farm.

Consumer Lending The Company offers a variety of secured consuagars, including home equity, home improvementoieuobile
boat and loans secured by savings deposits. lii@idhe Company offers other secured and unsecoonsumer loans. The Company
currently originates most of its consumer loangsprimary market area and surrounding areas. Adrapany originates consumer loans on
both a direct and indirect basis. At Septembei2809, the Company’s consumer loan portfolio tat&#86.0 million, or 9% of its total gross
loan portfolio. Of the consumer loan portfolioSgptember 30, 2009, $17.4 million were short- awtermediate-term, fixed-rate loans, while
$18.6 million were adjustable-rate loans.

The largest component of the Company’s consumer paeatfolio consists of home equity loans and linésredit. Substantially all of
the Company’s home equity loans and lines of craditsecured by second mortgages on principalees@gs. The Company will lend amounts
which, together with all prior liens, typically mdne up to 100% of the appraised value of the ptgpercuring the loan. Home equity loans
lines of credit generally have maximum terms oéfixears.

The Company primarily originates automobile loansadirect basis, but also originates indirect angtbile loans on a very limited
basis. Direct loans are loans made when the Coyngaends credit directly to the borrower, as ogola® indirect loans, which are made
when the Company purchases loan contracts, ofterdetcount, from automobile dealers which haverdeéd credit to their customers. The
Company’s automobile loans typically are originasdixed interest rates with terms up to 60 morfithsiew 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 typevaihae of collateral, length of contract and creditthiness 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 enégting obligations and payments on the propdsaa. Although creditworthiness of the
applicant is a primary consideration, the undemgiprocess also includes a comparison of the wafltlee security, if any, in relation to the
proposed loan amount.

Consumer loans may entail greater credit risk thanesidential mortgage loans, particularly in ¢hse of consumer loans which are
unsecured or are secured by rapidly depreciabtgassich as automobiles or recreational equipmarguch cases, any repossessed collateral
for a defaulted consumer loan may not provide ayadte source of repayment of the outstandingbatamce 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 appicati various federal and state laws,
including bankruptcy and insolvency laws, may lithie amount which can be recovered on such loAh&eptember 30, 2009, none of the
Company’s consumer loan portfolio was non-perfognin

MPS Lending Activities MPS has a loan committee consisting of membkeExecutive Management, and is led by the SenigeVi
President of Credit for MPS. The MPS Credit Conteeit(the “Committee”) is charged with monitoringakiating, and reporting portfolio
performance and the overall credit risk posed &yiiedit products. All proposed credit programsiinst be reviewed and approved by the
Committee before such programs are presented tGdahgpany’s Board of Directors. The Board of Direstis ultimately responsible for final
approval of any credit program.

The Company believes that well-managed, nationwiddit programs can help meet legitimate creditiader prime and sub-prime
borrowers, and affords the Company an opportunigitersify the loan portfolio and minimize earnsngxposure due to economic downturns.
Therefore, MPS designs and administers certaintcred
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programs that accomplish these objectives. MP&jams are managed prudently, in accordance witergang rules and regulations, and
without unnecessary exposure to the capital b@isethis end, management believes that MPS admigigtecredit programs in conformance
with federal and state laws, regulations, guidaapglicable association rules and regulations,elsas all standards and best practices for safe
and sound lending.

MPS strives to offer consumers innovative paymeotipcts, including credit products. Most credivgucts will fall into one of two
general categories: (1) sponsorship lending angd&jolio lending. In a sponsorship lending modéPS typically originates loans and sells
(without recourse) the resulting receivables tadtipiarty investors equipped to take the associatedit 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 Directokems portfolio credit initiatives undertaken byPH, whereby the Company retains some
or all receivables and relies on the borrower asitiderlying source of repayment. Several podfiehding programs also have a contractual
provision that indemnifies MPS and the Bank fordiréosses that meet or exceed predetermined lexgalsh a program carries additional risks
not commonly found in sponsorship programs, speddiff funding and credit risk. Therefore, MPS\&g to employ policies, procedures, and
information systems that are commensurate withatiged risk and exposure.

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 obligationt
has a common bond where the aggregate exposurks equexceeds a certain percentage of the Bank's TCapital plus the Allowance for
Loan and Credit Card Losses.

The MPS Credit Committee monitors and identifies ¢hedit concentrations and evaluates the spewfigre 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 concation.

*  The potential necessity of increased capital anchiedit reserves to cover the increased risk cabgele concentration(s).
* A strategy to reduce to acceptable levels thoseertration(s) that are determined to create undido the Bank.

Commercial Business LendinglThe Company also originates commercial businemss. 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 conmipsa. At September 30, 2009, $26.9 million, or @®the Company’s total gross loan
portfolio, was comprised of commercial businessitoa

The maximum term for loans extended on machinedyemjuipment is based on the projected useful fiuoh machinery and
equipment. Generally, the maximum term on non-gage 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 thiatewal 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 conditiofisaing 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 outstandilggptember 30, 2009 was a $4.9 million loan sechiyeztbmmercial inventory of
the borrower. The next largest commercial busithess outstanding at September 30, 2009 was arfiflitn loan secured by assets of the
borrower. At September 30, 2009, the average and#tg principal balance of a commercial busineas held by the Company was
approximately $101,000.
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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 commeraiairess 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 Septerdb2089, $871,000, or 3.2%, of the
Company’s commercial business loan portfolio was-performing. Commercial business loans have laegeclining 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 takemgrocessed 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, 2009, there
were no loans outstanding sold with recourse. Wabans are sold, the Company sometimes retainsepmnsibility for collecting and
remitting loan payments, making certain that reshie tax payments are made on behalf of borrowatsptherwise servicing the loans. The
servicing fee is recognized as income over thedlifthe loans. The Company services loans thaidtnated and sold totaling $26.8 million at
September 30, 2009, of which $17.0 million weralgol Fannie Mae and $9.8 million were sold to ather

In periods of economic uncertainty, the Companyiéits to originate large dollar volumes of loangaynbe substantially reduced or
restricted, with a resultant decrease in relatad larigination fees, other fee income and operatargings. 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 procgssjchases and advances on
purchased loans, and repayment activities of thegamy for the periods indicated. Balances reltatiscontinued bank operations have k
eliminated for all periods presented.
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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
Mortgage-Backed Securitie
Total Sales

Repayments
Loan Principal Repaymen
MortgageBacked Securities Repayme
Total Principal Repaymen
Total Reduction:

Increase (decrease) in other items,
Net Increase (Decreas
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September 30,
2009 2008 2007
(Dollars in Thousands)
578: $ 14,06¢ $ 5,85(
13,16¢ 34,89 18,87¢
6,841 2,05¢ 551
60,39: 183,64« 1,281
27,22¢ 60,50z 59,79¢
22,37¢ 27,67¢ 31,18¢
135,78¢ 322,83¢ 117,54¢
49,56¢ 38,09( 50,11«
43,68¢ 107,29¢ 55,51¢
3,10¢ 8,97¢ 3,59¢
405,00: 180,21( 3,22¢
9,471 29,64 22,15
39,561 39,14 22,32(
550,34« 403,36¢ 156,92¢
686,13 726,20 274,47¢
1,11¢ 1,07¢ 15€
41,74°¢ 39,83( 19,82¢
7,491 21t 34z
— 7,561 22,321
— 6,60¢ 40C
50,35¢ 55,29( 43,04
287,11 102,79( 11,682
337,47 158,08 54,72,
— 6,152 10,69¢
— 2,29¢ 3,581
268,73( 257,11¢ —
268,73( 265,56° 14,28:
32,47¢ 16,99( —
301,20¢ 282,55 14,28:
511,20( 431,37. (180,49))
91,48¢ 34,41, 26,89:
602,68¢ 465,78 (153,599
903,89 748,34¢ (139,319
7,12( (4,682) 26,55¢
126,83( $ 131,25! $ (32,979
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At September 30, 2009, approximately $67.7 million17.0%, 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, 2009, the Company’s purchased la@ne secured by properties located, as a pegepfaotal loans, as follows:
7% in Oregon, 3% in lowa, 2% in Washington, 1% eadilinnesota, North Dakota, Florida and Missoarid the remaining 1% in nine 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 collectioncedures by mailing a delinquency notice. The custas contacted again, by written notice
or telephone, before the payment is 30 days pastadd again before 60 days past due. In most,cds@sjuencies 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, 2009.

Loans Delinquent For:

30-59 Days 6C-89 Days 90 Days and Ovel
Percent Percent Percent
of of of
Number Amount Category Number Amount Category Number Amount Category
(Dollars in Thousands)
Real Estate
1-4 Family 23 45 4% 13 62 1% 7% 26€ 3%
Commercial & Mult-Family 1 93t 7% 6 5,59¢ 98% 6 6,231 85%
Agricultural Real Estat — — — — — — — — —
Consume 3 56 5% 1 45 1% — — —
Agricultural Operating — — — — — — — —
Commercial Busines 2 174 14% 1 10 — 9 85€ 12%
Total 8 $ 1,21C 100.0(% 9 $ 571¢ 10C% 22 $ 7,35% 10C%

Delinquencies 90 days and over constituted 3.7%taf gross loans and 1.8% 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 status as a result, previously accrued interestmcon the loan is taken out of current
income. The loan will remain on a non-accrualugaintil the loan becomes current. Loans, withesexceptions, are typically placed on non-
accrual status when the loan becomes 90 days @& daedinquent or when the collection of principadlém interest becomes doubtful. For all
years presented, the Comp’s troubled debt restructurings (which involveddiming a portion of interest or principal on anwfes or making
loans at a rate materially less than that of manddets) are included in the table and were perfograis agreed. Balances related to disconti
bank operations have been eliminated for all perjmeésented. The table below sets forth the arsaumd categories of non-performing assets
in the Company’s loan portfolio.
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At September 30,
2009 2008 2007 2006 2005
(Dollars in Thousands)

Non-Accruing Loans

1-4 Family $ 26€ $ 94z $ 24: % 22 % —
Commercial & Multi Family 11,51: 1,30z — — —
Agricultural Real Estat — 12 13 — —
Consume — 1 5 — 1
Agricultural Operating — — — 182 21¢
Commercial Busines 871 53¢ 1,867 5,07¢ 2,204
Total 12,64¢ 2,79¢ 2,12¢ 5,28( 2,427
Accruing Loans Delinquen
90 Days or More = 4,60( — — —
Total
Restructured Loan:
Consume) — — — — —
Agricultural Operating — 121 15C — 7
Commercial Busines = — 15 — —
Total — 121 16E — 7
Foreclosed Asset
1-4 Family — — — 15 —
Commercial & Multi Family 957 — 22¢ 35 1,841
Consume — — 24 — —
Commercial Busines 1,09¢ — 65 — 2,86¢
Total 2,05 — 31¢ 50 4,70¢
Total Nor-Performing Asset $ 14,70: $ 7,51¢ $ 2,611 $ 533( $ 7,13¢
Total as a Percentage of Total Ass 1.7€% 1.0€% 0.3¢% 0.72% 0.92%

For the year ended September 30, 2009, gross $hiemme which would have been recorded had theacoruing loans been curre
in accordance with their original terms amountedpproximately $768,000, of which none was inclutheititerest income.

Non-Accruing Loans At September 30, 2009, the Company had $12 omih non-accruing loans, which constituted 3.8fthe
Company’s gross loan portfolio. This representsgrovement from June 30, 2009, when the Compaay®17.2 million in non-accruing
loans or 4.3% of its gross loan portfolio. Theéis2009 increase in non-performing loans relaidbitee commercial borrowers and is
primarily due to deterioration in the commercialrestate market caused by the economic downturn.

Accruing Loans Delinquent 90 Days or Morét September 30, 2009, the Company had no agritaams delinquent 90 days or
more.

Classified Assets.Federal regulations provide for the classificatid loans and other assets such as debt and esgaityities
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 assdmn will sustain “some loss” if the
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deficiencies are not corrected. Assets classdetdoubtful” have all of the weaknesses inhererthose classified “substandard,” with the
added characteristic that the weaknesses presduet fmallection 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 allocatqrhtticular problem assets. When assets are
classified as “loss,” the Bank is required eitleeestablish a specific allowance for losses equaD0% of that portion of the asset so classified
or to charge-off such amount. The Banks’ detertiona as to the classification of their assetstaecamount 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 asaéSeptember 30, 2009, the Company had classifiethbof $30.8 million of its
assets as substandard, $10.4 million as doubttlhane as loss. There were $2.1 million real estateed or other foreclosed assets at
September 30, 2009.

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 &aivity, including those loans which are
being specifically monitored by management. Suaiuation, which includes a review of loans for ethfull 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 warranfgrdtion 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. Wiike€@ompany has no direct exposure to guime mortgage loans, management recognize:
the current recessionary environment may strairittzacial condition of some borrowers. Managentbatefore believes that future losses in
the residential portfolio may be somewhat highanthistorical experience. Over the past six ydass, rates in the commercial and multi-
family real estate market, and commercial businesdket, have remained moderate. Management rexegtiiat low charge-off rates over the
past several years reflect the formerly strong ento environment and are not indicative of likedg$es over a full business cycle. This
observation, as well as the aforementioned congegerding the economic slowdown, has led managetae¢he 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 rema&sonable. Reasonable commodity prices as wealbave average yields created positive
economic conditions for most farmers in our market8009. Nonetheless, management still expeetsftiture losses in this portfolio, which
have been very low, could be higher than recenotitsl experience. Management believes that theementioned recession may also
negatively impact consumers’ repayment capacitfedditionally, a sizable portion of the Companytnsumer loan portfolio is secured by
residential real estate, as discussed above, vidham area to be closely monitored by managemaerieim of its stated concerns.

The allowance for loan losses established by MB8ltefrom an estimation process that evaluatevaalt characteristics of its credit
portfolio(s). MPS also considers other internal arternal environmental factors such as changepenations or personnel and economic
events that may affect the adequacy of the allowdoiccredit losses. Adjustments to the allowdiecdoan losses are recorded periodically
based on the result of this estimation processe Ouhe varied and unknown nature and structur&gure 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 Ipglusion/exclusion of credit bureau criterial] rate migration dynamics, and other factors.
Similarly, the additional capital required to off$lee increased risk in subprime lending activitiggy vary by credit program. Each program
will need to be evaluated separately and with gaby different methodologies. The increased geaoffs for MPS credit resulted primarily
from tax refund anticipation loans (“RAL") to sulshme borrowers that peaked in March of 2009. Mamagnt was pro-active and established
a provision for loan losses for these loans dutiiregtax season offering period. The majority
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of the charge-offs for these RAL loans were recdragainst the allowance for loan losses in thelthirarter of fiscal 2009. The charge-offs
were in accordance with management'’s expectatibtteedRAL program.

Management believes that, based on a detailedwefi¢he loan portfolio, historic loan losses, @mnteconomic 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 farldosses at a level that it considers to be
adequate, investors and others are cautionedhiia 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 Compamletermination 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 foreclosreeecorded 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, if’#hee declines, a specific provision for losseswoch property is established by a charge to
operations.

The following table sets forth an analysis of tr@mrany’s allowance for loan losses.

September 30,
2009 2008 2007 2006 2005
(Dollars in Thousands)

Balance at Beginning of Peri $ 573: % 4,49 $ 6,391 $ 6,79: $ 5,144
Charge Offs
1-4 Family (28) 2 — — —
Commercial & Multi Family (2,052) — (1,762) — (141)
Consume! (8,16%) (5) (50 (6) (13
Commercial Busines (7,68¢) (1,547 (3,803 (1,03¢) (3,057%)
Agricultural Operating (157) — — — —
Total Charge Off: (18,084 (1,549 (5,615) (1,042) (3,211)
Recoveries
1-4 Family 465 7 — — —
Commercial & Multi Family — — — — 114
Consumel aC 12 3 5 33
Commercial Busines 39 38 54¢€ 324 —
Agricultural Operating 38 16 — — —
Total Recoverie 632 73 54¢ 32¢ 147
Net (Charge Offs) Recoveri (17,457 (1,47¢) (5,06¢) (713) (3,069
Additions Charged to Operatio 18,71¢ 2,71¢ 3,16¢ 311 4,713
Balance at End of Peric $ 6,99 $ 573: % 4,49 $ 6,391 $ 6,792

Ratio of Net Charge Offs During the Perioc
Average Loans Outstanding During the Pel 4.12% 0.3€% 1.4%% 0.1¢% 0.75%

Ratio of Net Charge Offs During the Period to Non-
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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:

At September 30,

2009 2008 2007 2006 2005
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 of Category Each Category Category
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 $ 59 12.21% $ 98 12.9¢% $ 111 125% $ 12C 15.41% $ 93 15.7¢%
Commercial & Multi Family

Real Estatt 4,231 58.32% 3,23¢ 51.2%% 1,24¢ 47.1%% 1,402 42.17% 2,247 46.5%
Agricultural Real Estat 111 6.7(% 94 6.91% 70 4.6(% 101 3.74% 13C 2.95%
Consume 243 9.02% 207 11.36% 152 10.2(% 11€ 7.91% 41€ 7.05%
Agricultural Operating 56¢ 7.0(% 1,64t 7.18% 17¢ 9.1<% 20& 7.6(% 454 5.34%
Commercial Busines 792 6.72% 14¢ 10.3%% 2,40¢ 16.2% 4,14( 23.11% 3,28¢ 22.31%
Unallocatec 98¢ — 304 — 331 — 30€ — 16¢ —

Total $  6,99: 100.0% $ 5,732 100.0% $ 4,49t 100.0% $ 6,391 100.00% $ 6,79% 100.0%

Investment Activities

General. The investment policy of the Company generallpigwvest funds among various categories of imdests and maturities
based upon the Company’s need for liquidity, ta@ahthe 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 accordance avivritten investment policy adopted by the Baafr@irectors, which is implemented by
members of the Company’s Investment Committee. bmpany is aware that, due to higher levels oteatration risk, the low- and no-cost
checking deposits generated through MPS may cagreater degree of liquidity risk than traditioeahsumer checking deposits. As a result,
the Company closely monitors balances in theseuatspand maintains a portfolio of highly liquidsass to fund potential deposit outflows.
To date, the Company has not experienced any imatelior unusual outflows related to MPS, thouglagsurance can be given that this will
continue to be the case.

As of September 30, 2009, the Company’s entirestment and mortgage-backed securities portfoliog whkassified 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 Il, Item 8 “Consolidated Financishteéments and Supplementary Data” of this
Annual Report on Form 10-K.

As of September 30, 2009, investment and mortgagkdul securities with fair values of approximatly'8.5 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 “ ConsolidatEthancial Statements and Supplementary Data’isfAhnual Report on Form 10-K.

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

The following table sets forth the carrying valdetee Company’s investment security portfolio, extthg mortgage-backed securities
and other equity securities, at the dates indicaBalances related to discontinued bank operatiane been eliminated for all periods
presented.
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At September 30,
2009 2008 2007
(Dollars in Thousands)

Investment Securitie

Trust Preferred & Corporate Securit(1) $ 15,201 $ 18,17 % 24,41(
Municipal Bonds 2,36¢ 1,53 1,55(
Subtotal 17,56¢ 19,71 25,96(
FHLB Stock 7,05( 8,092 4,01°F
Total Investment Securities and FHLB St $ 24,61¢ $ 27,80: $ 29,97¢

Other Intere«-Earning Assets
Interest bearing deposits in other financial ingiins anc
Federal Funds So/(2) $ 1,19¢ $ 518t $ 85,11(

(1) Within the trust preferred securities presentedsapthere are no securities from individual issubat exceed 10% of the Company’s
total equity. The name and the aggregate markeeaf securities of each individual issuer as ept®mber 30, 2009 are as follows:
Key Corp Capital I, $3.5 million; Bank Boston CabiTrust 1V, $2.9 million; BankAmerica Capital 11$3.0 million; PNC Capital
Trust, $3.1 million; Huntington Capital Trust 1129 million; CNB, $500,000; Cascade, $275,000.

(2) The Company at times maintains balances in exddaasured limits at various financial institutiomgluding the FHLB, the FRB, ai
other private institutions. At September 30, 2a68, Company had $9,000 and $1.2 million in intebesiring deposits held at the
FHLB and FRB, respectively. At September 30, 2@68,Company had no federal funds sold at a privestéution.
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The composition and maturities of the Company’stinent securities portfolio, excluding equity séms, FHLB stock and
mortgage-backed securities, are indicated in theviing table.

September 30, 2009

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 $ —  $ — 3 — $ 1520 $ 2580¢ $ 15,20
Municipal Bonds — 1,63¢ 7217 — 2,25¢ 2,36¢
Total Investment Securitie $ — $ 163t $ 727 $ 1520 $ 28,060 $ 17,56¢
Weighted Average Yiel(1) 0.0(% 3.41% 4.0% 1.1(% 1.3(% 1.4€%

(1) Yields on tax-exempt obligations have notrbeemputed 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 tgage 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-sponsordggntFannie Mae and Freddie Mac generally prothdecertificate 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, 2009, the Company had mortgagkebagecurities with an amortized cost of $334.3iom) representing 98% of
the total portfolio, which had fixed rates of irest and $5.4 million, representing 2% of the tptatfolio, which had adjustable rates of intel

Mortgage-backed securities generally increase tiadity of the Company’s assets by virtue of theinasce 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, 2009, $224.8 million or 66% of thenfany’s mortgage-backed securities were pledgeddare various obligations 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 weither factors such as the geographic distributicthe 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 mgdtperiodically, and prepayment rate assumptaljissted as appropriate to update the
Company’s mortgage-backed securities accountingaaaet/liability reports.

The following table sets forth the carrying valdele Company’s mortgage-backed securities at #tesdndicated. Balances related
to discontinued bank operations have been elimihfateall periods presented.

21




Table of Contents

At September 30,

2009 2008 2007
(Dollars in Thousands)

CMO $ — 8 4 $ 4
Freddie Mac 53,35:¢ 59,47¢ 73,74¢
Fannie Mae 118,80 124,57 58,92!
Ginnie Mae 175,11 — —
Privately Issued Mortgages P-Through Certificate: — 63 67

Total $ 347,27. $ 184,120 $ 132,74

The following table sets forth the contractual misies of the Company’s mortgage-backed securéteSeptember 30, 2009. Not
considered in the preparation of the table belothéseffect of prepayments, periodic principal sgpants and the adjustable-rate nature of

these instruments.

September 30, 2009

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 $ —  $ — $ — 3 — $ — $ —
Freddie Mac 5,60¢ 22,59¢ 3,27¢ 21,87¢ 52,64( 53,35
Fannie Mae 17,78 13,60: 38,83¢ 48,571 113,89: 118,80!
Ginnie Mae 175,11 173,17: 175,11
Total Investment Securitie $ 23,39 8 36,20 $ 42,11: $ 245567 $ 339,70t $ 347,27.
Weighted Average Yiel 3.45% 2.38% 4.7% 3.41% 3.45% 3.47%

At September 30, 2009, the contractual maturitylo0% 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 stateaturity 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 (“GAAP)emiums and discounts are amortized over the etthives 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 suchristances, 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.

Sources of Funds

General. The Company'’s sources of funds are depositsplings, amortization and repayment of loan prinkijpeerest earned on
or maturation of investment securities and shartitewvestments, mortgage-backed securities, andsfpnovided from operations.
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Borrowings, including FHLB advances, repurchaseeagrents and FRB Term Auction Facility (“TAF") mag bsed at times to
compensate for seasonal reductions in depositspgit inflows at less than projected levels, mayised on a longer-term basis to support
expanded lending activities, and may also be usedatch the funding of 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 maakétgs accounts, NOW and regular checking acspdeposits related to prepaid cards
that are primarily categorized as checking accqumtd certificate accounts currently ranging imt&ifrom 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 higtality customer service to attract and retainghgeposits. The Company has no brokered
deposits.

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

The variety of deposit accounts offered by the Canypand the expanding activities of MPS, has albit to be competitive in
obtaining funds and to respond with flexibility¢banges in consumer demand. The Company enddavo@nage the pricing of its deposits
in keeping with its asset/liability management anafitability objectives. Based on its experienttes Company believes that its savings,
money market accounts, NOW and regular checkinguats are relatively stable sources of depositswéver, the ability of the Company to
attract and maintain certificates of deposit aredrtites paid on these deposits has been and wilhce to be significantly affected by market
conditions.

$422.1 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@%21.8 million are included with non-interesetiag checking accounts and $275,000 are
included with money market accounts on the Compma@ynsolidated Statement of Financial Conditiorn&ally, these deposits do not earn
interest. MPS originates debit card programs thincoutside sales agents and other financial inigtits. As such, these deposits carry a
somewhat higher degree of liquidity risk than ttiadial consumer products. If a major client ordcarogram were to leave the Bank, deposit
outflows would be more significant than if the bamére to lose a more traditional customer, althatighconsidered highly unlikely that all
deposits related to a program would leave the Betiiout significant advance notification. The Caang takes this additional risk into
account when planning its investment and liquiditategies. The increase in deposits arising ti?$ has also allowed the Bank to reduc
reliance on higher costing certificates of depaoaitd public funds.
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The following table sets forth the deposit flowstee Company during the periods indicated. Balamekated to discontinued bank

operations have been eliminated for all periodseme=d.

September 30,
2009 2008 2007
(Dollars in Thousands)

Opening Balanc $ 499,80: $ 522,97¢ $ 538,16¢
Deposits 91,862,38 42,199,49 21,679,95
Withdrawals (91,713,20) (42,218,73) (21,663,21)
Sale of Deposit — (9,319 (39,177
Interest Credite: 4,76¢ 5,38t 7,23¢

Ending Balanct $ 653,74 $ 499,80: $ 522,97¢

Net Increase (Decreas $ 153,94 $ (23,179 $ (15,197

30.8(% -4.4% -2.82%

Percent Increase (Decrea

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 eliminatedlf@eriods presented.

September 30,
2009 2008 2007
Percent of Percent of Percent of
Amount Total Amount Total Amount Total
(Dollars in Thousands)
Transactions and Savings Depos
Non-Interest Bearing Demand Accoul $ 442,15 67.6% $ 308,85: 61.7% $ 260,09t 49.7%%
Interest Bearing Demand Accoul 15,60: 2.3¢ 15,02¢ 3.01 14,60( 2.7¢
Savings Account 10,00: 1.5¢ 9,39« 1.8¢ 10,26¢ 1.9¢
Money Market Account 39,82! 6.0¢ 43,03¢ 8.61 81,29: 15.5¢
Total Nor-Certificate 507,58 77.64 376,31 75.2¢ 366,25! 70.0:%
Certificates:
Variable 524 0.0¢ 77¢ 0.1€ 1,08t 0.21
0.00- 1.99% 36,52 5.5¢ 7,03¢ 1.41 18 0.01
2.00- 3.99% 78,28¢ 11.9¢ 57,971 11.6(C 24,69¢ 4.7z
4.00- 5.99% 30,80¢ 4.71 57,68¢ 11.5¢ 130,91 25.0¢
6.00- 7.99% 22 0.0C 10 0.0C 10 0.0C
Total Certificates 146,16: 22.3¢€ 123,49: 24.71 156,72: 29.9%
Total Deposits $ 653,74 100.0% $ 499,80« 100.0% $ 522,97¢ 100.0(%
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The following table shows rate and maturity infotioa for the Company'’s certificates of deposit &8eptember 30, 2009.

Certificate accounts maturing Percent of
in gquarter ending: Variable 0.0C- 1.99% 2.0C- 3.99% 4.0(- 5.99% 6.0(- 7.99% Total Total
(Dollars in Thousands)
December 31, 200 $ 11€ $ 16,10C $ 13,09: $ 520¢ $ — 8 34,51¢ 23.%
March 31, 201( 10¢ 9,06: 9,07¢ 10,74: — 28,98: 19.¢
June 30, 201 47 5,47¢ 14,65¢ 2,34¢ — 22,52¢ 15.4
September 30, 201 144 2,811 4,49( 1,687 — 9,132 6.2
December 31, 201 66 2,02¢ 14,92( 1,36( — 18,37¢ 12.€
March 31, 201: 48 272 3,19¢ 96( 12 4,49( 3.1
June 30, 201 — 232 3,58¢ 697 — 4,51¢ 3.1
September 30, 201 — 50¢€ 2,41¢ 1,04¢ 10 3,98( 2.7
December 31, 201 — 10 972 467 — 1,44¢ 1.C
March 31, 201: — — 1,23¢ 1,13¢ — 2,37¢ 1.€
June 30, 201 — 10 1,02 99z — 2,02¢ 1.4
September 30, 201 — 13 71C 814 — 1,53 1.1
Thereaftel — — 8,90¢ 3,341 — 12,25 8.4
Total $ 524 $ 36,520 $ 78,28¢ $ 30,80¢ $ 22 $ 146,16: 100.(%

The following table indicates the amount of the @amy’s certificates of deposit and other deposittirhe remaining until maturity
as of September 30, 2009.

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 $ 12,99C $ 22,60¢ $ 24,.34: $ 37,95¢ $ 97,89¢
Certificates of deposit of $100,000 ¢

more 21,52¢ 6,37¢ 7,314 13,04 $ 48,26¢
Total certificates of depos $ 34,51¢ $ 28,98° $ 31,65¢ $ 51,000 $ 146,16:

At September 30, 2009, there were $14.5 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 @ibprrowings
when they are a less costly source of funds, canvasted at a positive interest rate spread, amwhe Company desires additional capacity to
fund loan demand.

The Company’s borrowings historically have consigteémarily of advances from the FHLB upon the siguwof 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 ilmown interest rate and range of maturities Séptember 30, 2009, the Bank had $74.8
million of advances from the FHLB and the abilitydorrow up to an approximate additional $152.8iaml At September 30, 2009, advances
totaling $52.8 million (including $33.8 million iavernight federal funds purchased) had terms tartaof one year or less. The remaining
$22.0 million had maturities ranging up to 11 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®®e2009, the Company had $6.7 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, 2009, the Company had no wholegalealease agreements outstanding.

The FRB has approved the establishment of a temp®em Auction Facility (“TAF") program in whicthe FRB will auction term
funds to depository institutions.

The TAF is a credit facility that allows a deposjtinstitution to place a bid for an advance framlocal FRB at an interest rate that is
determined as the result of an auction. By allgvthie FRB to inject term funds through a broadagesof counterparties and against a broader
range of collateral than open market operations,fatility could help ensure that liquidity proiaas can be disseminated efficiently even
when the unsecured interbank markets are undessstre

The TAF will typically auction term funds of 28-day 84-day maturity, depending on the TAF auction. Alpdsitory institutions th:
are judged to be in generally sound financial cbaliby their local FRB and that are expected toai so over the terms of TAF loans are
eligible to participate in TAF auctions. All TAFedit must be fully collateralized; loans for whittte remaining term to maturity is more than
28 days are subject to additional collateralizategquirements stated below. Depositories may @eldg broad range of collateral that is
accepted for other FRB lending programs to secife dredit. The same collateral values and margpmicable for other FRB lending
programs will also apply for the TAF.
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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 FRB TABWioigs for the periods indicated. Balances relatediscontinued bank operations
have been eliminated for all periods presented.

September 30,
2009 2008 2007
(Dollars in Thousands)

Maximum Balance

FHLB advance: $ 100,95( $ 162,52! $ 89,30(
Repurchase agreemel 24,35! 51,43¢ 15,47(
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings 25,00( — —
Average Balance
FHLB advance: $ 46,84: $ 103,76¢ $ 77,43
Repurchase agreemel 13,29¢ 9,79¢ 7,862
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings 2,12: — —

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

September 30,
2009 2008 2007
(Dollars in Thousands)

FHLB advance: $ 74,800 $ 132,02 $ 68,00(
Repurchase agreeme 6,68¢ 5,34¢ 224
Subordinated debentur 10,31( 10,31( 10,31(
FRB TAF Borrowings 25,00( — —

Total borrowings $ 116,79¢ $ 147,68. $ 78,53¢
Weighted average interest rate of FHLB advat 3.26% 4.28% 5.4%
Weighted average interest rate of repurchase agrmes 0.4% 3.0(% 3.31%
Weighted average interest rate of subordinatedrdabes 4.3&% 7.82% 9.0€%
Weighted average interest rate of FRB Borrowi 0.25% 0.0(% 0.0(%

Subsidiary Activities

The subsidiaries of the Company are the Bank, Nlatat and First Midwest Financial Capital Trusftllhe Bank has one service
corporation subsidiary, First Services Financiahitéd (“First Services”). At September 30, 200 het book value of the Bank’s investment
in First Services was approximately $115,000. Bhak organized First Services, its sole servicpaa@tion, in 1983. First Services currently
has no active operations.
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Meta Payment System® Division

Meta Financial, through the MPS division of its hauibsidiary, 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 commereiafities. 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 geneafjet banks, card processors and third partiesmdrtiet and distribute the cards.

Each segment of MPS’ business is discussed genpéelbw. 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 @iceand consumer credit
needs).

Prepaid Cards Prepaid cards take the form of credit card-sjdedtics embedded with a magnetic stripe whiclodes relevant card
data (which may or may not include information attibie user and/or purchaser of such card). Whemeider of such a card attempts a
permitted transaction, necessary information, idicig 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 typitelgl in pooled accounts at the Bank representiagfgregate value of all cards
issued in connection with particular products argsams, further described below. The cards makvoa closed loop €.g.,the card will
only work at one particular merchant and will nariwanywhere else), a semi-closed lo@pd.,the card will only work at a specific set of
merchants such as a shopping mall), or open loaghafbinction as a Visa, MasterCard, or Discovenbded debit card that will work wherever
such cards are accepted for payment. Most of MiRSaid cards are open-loop.

This segment of MPS’ business can generally beldivinto three categories: reloadable cards, nimaaeable cards, and
benefit/insurance cards. Government benefits mo¢har growing application for prepaid cards; hoereWIPS has not focused on this cate(
to date.

Reloadable Cards The most common reloadable prepaid card progeampayroll cards, whereby an employee’s paysdbaded to
the card by their employer utilizing direct deppsit General Purpose Reloadable (GPR) whereby eaiedgsually 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 candedes] a predetermined number of times and tax edrdee a taxpayer’s refund, refund
anticipation loan, or preseason tax loan proceegiplaced on the card. Reloadable cards are génepen 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 tevaat
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 condgjdhese cards may be anonymous,
whereby no customer relationship is created andditity of the cardholder is unknown. Except dift cards, many non-reloadable card
programs are funded by a corporation as a marketipgnse rather than from consumer 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 beoafits could be the distribution of money for
gualified expenses related to an employer spondtexithle spending account program (FSA) or theritigtion of insurance claim proceeds to
insureds who have made a payable claim againstiating 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.
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Consumer Credit Products The Company believes that well-managed, natidawredit programs can help meet legitimate credit
needs for prime and surime borrowers, and afford the Company an oppdstua diversify the loan portfolio and minimizeraéngs exposul
due to economic downturns. Therefore, MPS has d&ented to design and administer certain credigpams that accomplish these
objectives.

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 modéRS typically originates loans and sells
(without recourse) the resulting receivables tedtipiarty investors equipped to take the associatedit risk. In portfolio lending, the Company
retains some or all receivables and relies on teotwer 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 sponsorgtipgrams, 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@&TM 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 spons$dps. Sponsorship consists of the review and dgylersf entities participating in debit and
credit networks. In certain instances, MPS alsbdeatain leasehold interests in certain ATMs whiexduire bank ownership and registration
for compliance with applicable state law.

While the Company believes that it has adopteccjgdiand procedures to manage and monitor theatstsdant 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.

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 bolerational and regulatory points of
view, and could materially impact financial instians, including the Bank. At this time, no praéia can be made when, whether, or to what
extent these proposals will be adopted into lawnegulatory policy. See “Risk Factors” which islimed in Item 1A of this Annual Report on
Form 10-K.

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 numbgirofjrams to implement the EESA have been annountbdse programs include the
following:

e Capital Purchase Program (“CPP”). Pursuant togtogram, the US Treasury, on behalf of the US gawent, will purchase up to
$250 billion of preferred stock, along with warreutd purchase common stock, from certain finarinititutions, including bank
holding companies, savings and loan holding comgsaand banks or savings associations not controfledholding company. The
investment will have a dividend rate of 5% per yeatil the fifth anniversary of the US Treasurifigestment and a dividend of 9%
thereafter.

*  Temporary Liquidity Guarantee Program. That progmntained both a debt guarantee component, wirénel=ederal Deposit
Insurance Corporation (“FDIC”) guaranteed until @0, 2012, the senior unsecured debt issued giplelifinancial institutions
between October 14, 2008 and October 31, 200%f{adth a limited, six-month emergency guaranteeifgadibs been established by
the FDIC whereby certain participating entities aepply to the FDIC for permission to issue FDIC+gurieed debt during the period
from October 31, 2009 through April 30, 2010), anlansaction account guarantee component, whéneliyDIC will insure 100% ¢
non-interest bearing deposit transaction accougits &t eligible financial institutions, such as pent processing accounts, payroll
accounts and working capital accounts through 3m&010. The Bank opted out of both componenthkisfprogram.
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«  Temporary increase in deposit insurance coverdage. FDIC has temporarily raised the basic limifeseral deposit insurance
coverage from $100,000 to $250,000 per depositbe EESA provides that the basic deposit insuréingewill return to $100,000
after December 31, 2013 but is permanent for geritirement accounts (including IRAS).

Given the current international, national and ragleconomic climate, it is unclear what effect pnevisions of the EESA will have
with respect to the profitability and operationshoth the Company and the Bank. In addition, tegdvernment, either through the US
Treasury or some other federal agency, may alsaraxvadditional programs that could materially iotgghe profitability and operations of
both the Company and the Bank. The failure ofélggsvernmental efforts to stabilize national artdrimational markets could have a material
effect on the Company’s business, financial coaditresults of operations or access to the credikets.

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 raotipipate 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 sepovarious regulations, including standards foifyiag client identification at account
opening, and rules to promote cooperation amoranfiral institutions, regulators and law enforcemeantities in identifying parties that may
involved in terrorism or money laundering.

Among other provisions, the Patriot Act requiregficial institutions to have anti-money laundepnggrams in place and requires
banking regulators to consider a holding compasifactiveness in combating money laundering whéinglon certain merger or acquisition
applications.

Sarbanes-Oxley Act of 20020n July 30, 2002, President Bush signed intotlnvSarbanes-Oxley Act of 2002 (the “SOA”). The
SOA is the most far-reaching U.S. securities legiish enacted in many years, and includes manytauidse and disclosure-based
requirements. The stated goals of the SOA amed®ase corporate responsibility, to provide fdraarted penalties for accounting and aud
improprieties at publicly traded companies andrtigrt investors by improving the accuracy andatslity of corporate disclosures pursuan
the securities laws. The SOA generally appliealitcompanies, both U.S. and nbhS., that file or are required to file periodipogts with the
SEC under the Exchange Act.

Pursuant to Section 302 of the SOA, Meta Finansi@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 respgtiie 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 and the Company’s external tardimust attest to such management assessmergg@orts. The Company is considered a
smaller reporting company based on criteria esthell by the SEC, and accordingly, beginning wéhaitnual report for the fiscal year ending
September 30, 2008, the Company has been reqoigdtide management’s assessment of the effeetsgeof its internal control over
financial reporting, which assessment is includetiem 9A(T) below. Because the Company is a ritdrge accelerated filer” or “accelerated
filer,” its independent registered public accougtfitm is not yet required to issue its attestatiegarding the Company’s internal control over
financial reporting.

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 abibclosure Act was signed into law on May 22, 200@
“Credit Card Act”). The Credit Card Act bans retetive rate increases, requires that bills be due

30




Table of Contents

no less than 21 days from the time of mailing, mexputhat credit card contracts be accessablesmtharnet, and allows consumers to opt-in if
they choose to use a card issuer’s over-limit ptaia. While certain opeend credit programs of the Bank will be impactedhsy Credit Car
Act, the operational and financial impact to thenBavill be immaterial. The Bank does not anticg#tat any of its open-end line of credit
programs will be discontinued or extensively maatifas a result of the Credit Card Act. Two ofBamk’s credit card programs will have
significant changes to the terms and conditions @sult of the Credit Card Act. However, the acdgortfolio for these programs is relativ
small, so any financial impact to the Bank duertg modifications to these programs will be minimal.

In addition, on November 16, 2009, the FRB issusgsal regulations that would restrict fees angiraxion dates that may apply to
gift cards. If adopted as proposed, these ruladdu@quire certain disclosures and limitationsservices fees and expiration dates in
connection with gift cards. Product changes, whidhprimarily involve processors, are required Aygust 2010 and it is anticipated that w
respect to the Bank, compliance should not presatérial issues.

The Homeowners Affordability and Stability Plan @8P”). Announced in February 2009, the HASP is a $75lhidollar federal
program providing for loan modifications targetédarrowers who are at risk of foreclosure becahse& incomes are not sufficient to meet
their mortgage payments. It is anticipated thist phogram will have minimal impact on the Company.

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 noti¢esBank’s customers may opt out of the sharindgneir nonpublic 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 otlegyulations with respect to their business operatinaluding, but not
limited to, the Truth in Lending Act, the Truth 8avings Act, the Equal Credit Opportunity Act, tlectronic 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 afflee Bank’s operations and profitability.

Bank Supervision & Regulation

General. The Bank, a federal savings bank subsidiary efaMFinancial, a unitary savings and loan holdimggany, 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 famrinstitutions. As discussed below, the Bardeposits are insured up to applicable limits
by the Depositors Insurance Fund (the “DIF”) whiskadministered by the FDIC.

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

Meta Financial currently has three wholly-ownedsdiaries: the Bank, a federally chartered thrifttitution; First Midwest Financial
Capital Trust I, a statutory business trust orgashiznder the Delaware Business Trust Act; and Niaefat, a South Dakota corporation that
provides trust services.

Regulatory authorities have been granted extemgaetion in connection with their supervisory amorcement activities which are
intended to strengthen the financial conditionhaf banking industry, including the imposition otréctions on the operation of an institution,
the classification of assets by the institutiorg &me adequacy of an institution’s allowance fardosses. Typically, these actions are
undertaken due to violations of laws or regulationsonduct of operations in an unsafe or unsouadnar.

Any change in the nature of such regulation andsight, whether by the OTS, the FDIC, the FRB gidtively by Congress, could
have a material impact on Meta Financial or thekBamd their respective operations. The discuds@rin of the regulatory and supervisory
structure within which the Bank operates is

31




Table of Contents

general and does not purport to be exhaustiveconglete description of the laws and regulationslived in the Bank’s operations. The
discussion is qualified in its entirety by the adtlaws and regulations.

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 actwitieall federal savings associations, includirggBank. For example, as discussed in further
detail below, certain lending authority for fedesalvings associations (such as commercial, norenetséd real property and consumer loans) is
limited to a specified percentage of the assoai&ioapital or assets.

The OTS has extensive supervisory and regulatdhyoaity over the operations of savings associatiohs part of this authority, the
Bank is required to file periodic reports with tB&S and is subject to periodic examination by tA&Oas discussed above. The last regular
examination of the Bank was conducted in early 2009

OTS also has extensive enforcement authority dgseegulated institutions. This enforcement authdncludes, among other things,
the power to compel higher reserves, the abilitgdsess civil money penalties, the ability to issesse-and-desist or removal orders and the
ability to initiate injunctive actions. In generéthese enforcement actions may be initiated folations of laws and regulations and unsafe or
unsound practices. Other actions or inactions pnayide the basis for enforcement action, includimigleading or untimely reports. Except
under certain circumstances, public disclosurénal fenforcement actions by the applicable regulstoequired. The federal banking agencies
have adopted guidelines establishing safety anddsmss standards on such matters as loan undegnaitid documentation, asset quality,
earnings standards, internal controls and audiesys interest rate risk exposure and compensatidrother employee benefits. Generally,
any institution which fails to comply with thesastiards must submit a compliance plan. (For fudieeussion, see “~Standards for Safety
and Soundnesdierein.)

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

The Bank’s general permissible lending limit to drogrower is equal to the greater of $500,000 &6 1 unimpaired capital and
surplus (except for loans fully secured by certegdily marketable collateral, in which case thigtlis increased to 25% of unimpaired capital
and surplus). At September 30, 2009, the Bankidifeg limit under these restrictions was $9.3 midli The Bank is in compliance with this
lending limit.

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-insdrimstitution from engaging in any activity the KDéletermines by regulation or order to pose
a serious risk to the DIF. The FDIC also has atithto initiate enforcement actions against anyE&nsured institution after giving its
primary federal regulator the opportunity to taketsaction, and may terminate the deposit insurérntdetermines 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 degesThe Federal Deposit Insurance Corporation
issued a final rule on December 22, 2008, thaedaibe current deposit insurance assessment mifesnly by seven basis points (to a range
from 12 to 50 basis points) effective for the figstarter 2009. On February 27, 2009, the FDIC @suinal rule that changed the calculatiot
FDIC insurance rates beginning in the second quaft2009. Under this rule, the FDIC first estabéis an institution’s initial base assessment
rate. This initial base assessment rate rangesndégy on the risk category of the institutionnfrd2 to 45 basis points. The Federal Deposit
Insurance Corporation then adjusts the initial tessessment (higher or lower) to obtain the taaklassessment rate. The adjustment to the
initial base assessment rate is based upon atutiwtis levels of unsecured debt, secured liabgitand brokered deposits. The total base
assessment rate ranges from seven to 77.5 basis pbihe institution’s deposits.
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On May 22, 2009, the FDIC adopted a final rule lagya five basis point special assessment on eethed depository institution’s
assets minus Tier 1 capital as of June 30, 2008 spkcial assessment was payable on Septembdd(BD, RletaBank recorded an expense of
$382,000 during the quarter ended June 30, 200@flexrt the special assessment. The FDIC als@ahasunced on November 12, 2009, that
insured depository institutions will be requiredor@pay three years of deposit insurance premiunmidezember 30, 2009. Under the rule, the
prepaid amount will be based on an estimate ofribtitution’s assessment rate in effect on Septer@®e2009, its third quarter 2009
assessment base, and an estimated rate of ininghse assessment base. At September 30, 2098ahks risk category assignment requi
a payment of 15.87 cents per $100 of assessabtsitep

Notably, the FDIC has the authority to increaseiiaace assessments. Pursuant to this authorii@ctober 7, 2008, the Board of
Directors of the FDIC released for comment a ptarestore the DIF reserve ratio to 1.15% by thea®D13 (the reserve ratio was estimated
to be at 1.01% of insured deposits as of June@W8,2and the FDIC expects that it may continueetdide). Pursuant to this plan, the FDIC
would put in place an across-the-board increaselzsis points (annualized) per $100 of assessalplesits beginning January 1, 2009. In
addition, beginning in the second quarter of 2@d@&nges to the deposit insurance system would lde sizch that the increased assessments
would be required of riskier institutions.€., those with a significant level of brokered deposeitshose that relied significantly on secured
liabilities). Certain institutions, however, cowdde a reduction in their premiums, such as thustehbld long-term unsecured debthe Bank
would not be materially affected by these poterdienges.

DIF-insured institutions pay a Financing Corporat{tFICO”") assessment in order to fund the inteoesbonds issued to resolve thrift
failures in the 1980s. For the fourth quarter @2, the FICO assessment was equal to 1.02 basis jpor 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 arfqthat the institution has
engaged in unsafe or unsound practices, is in aaferr unsound condition to continue operationsas violated any applicable law,
regulation, rule, order or condition imposed by EieC or the OTS. Management of the Bank doeknotv of any practice, condition or
violation that might lead to termination of depasgurance.

AssessmentsAs a federal savings bank, the Bank is requioguhy assessments to the OTS to fund its opertiBaid semi-
annually, these assessments are based upon tigtimsts total assets, including consolidated sdibsies, 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, suchtlae Bank, are required to maintain a minimumlleve
of regulatory capital. These capital requiremenésidate 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-weightsskss ratio of 8%. Core (Tier 1) capital is dafims common stockholders’ equity (including
retained earnings), certain noncumulative perpgiteferred stock and related surplus and minonitgstments in equity accounts of
consolidated subsidiaries, less intangibles otfen tertain mortgage servicing rights and credi celationships. Supplementary capital is
currently defined to include cumulative preferréakck, long-term perpetual preferred stock, mandatonvertible securities, subordinated debt
and intermediate preferred stock, the allowancédfn and lease losses limited to a maximum of%.25%risk-weighted assets and up to 45%
of unrealized gains on available-for-sale equityusities with readily determinable fair market vadu Overall, the amount of supplementary
capital included as part of total capital cannatezd 100% of core capital.

Generally, in meeting the tangible, leverage aski-biased capital standards, federal savings asiemsianust deduct investments in
and loans to subsidiaries engaged in activitigwiagipal that are not permissible for a natiorahk. If a subsidiarg activities are permitted
a national bank that subsidiary’s assets are giyermmsolidated with those of the parent’s onreeifor-line basis.
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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 Iés@r 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 activities,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, 2009, the Bank exceeded &b ofgulatory capital requirements with core, fhtegand risk-based capital ratios
of 6.69%, 6.69% and 13.01% 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
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 regqients. 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{8:6% under certain circumstances) and does net the definition of well capitalized,;

(c) “undercapitalized” if it has a total risk-baseabpital ratio that is less than 8.0%, a tier k-based capital ratio that is less than 4.0% or a

1 leverage capital ratio that is less than 4.0%%3under 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 megjuire an adequately capitalized or
undercapitalized institution to comply with supeiy actions as if the institution were in the nlexter category.

The federal banking agencies are generally requiréake action to restrict the activities of amercapitalized,” “significantly
undercapitalized” or “critically undercapitalizeddnk. Any such bank must submit a capital restumgilan that is guaranteed by the parent
holding company. Until such plan is approved, &nmot increase its assets, acquire another itistittestablish a branch or engage in any
activities, and generally may not make capitalritistions. The banking regulators are authorizetinpose additional restrictions, discussed
below, that are applicable to significantly undgitalized institutions.

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 Imsg&orporation Improvement Act of 1991 (“ FDICIA"These actions and restrictions
include requiring the issuance of additional votsegurities; 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 bankéyglator 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 additlee OTS is permitted to take any one of a nurobdiscretionary supervisory actions,
including but not limited to the issuance of a talpdirective and the replacement of senior exgeutificers and directors.
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Though not expected, the imposition of any of thesasures on the Bank may have a substantial ade#ext on it and on the
Company’s operations and profitability. Meta Fioiahshareholders do not have preemptive rights tedefore, if Meta Financial is directed
by the OTS or the FDIC to issue additional shaféSammon Stock, such issuance may result in theidi in shareholders’ percentage of
ownership of Meta Financial.

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$srtever, 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) compensafé@s and benefits; (8) asset quality; and
(9) earnings. Again, rather than providing speditiles, the guidelines set forth basic compliecmesiderations 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 Distrilns. The OTS imposes various restrictions on savaggeciations 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 resultsughsaction, the regulatory capital of the assommtiould be reduced below the amount required
to be maintained for the liquidation account esshlgld in connection with the Bank’s mutual to stookversion.

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 #ney meet the following requirements: (i) hawegulatory rating in one of two top
examination categories; (ii) are not of supervisawgicern, and will remain adequately or well-cdjzi&al, as found in the OTS prompt
corrective action regulations, following the propddglistribution; and (iii) the distribution doestrexceed their net income for the calendar
yearto-date plus retained net income for the previwugscalendar years (less any dividends previoualg)p If a savings institution does not
meet the above state requirements, it must obtén gpproval of the OTS before declaring any psgbdistributions.

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 umsafunsound activity. The Bank is also subjeadawain restrictions on dividends as a result
of its conversion from the mutual form of ownerstuch restrictions are not expected to interfeath the dividend policies of the Bank.

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 (prinigresidential mortgages and related investmentduding 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, 2009, 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, gritegualifies as a QTL within one
year and thereafter remains a QTL, or limits it& m@vestments and activities to those permissibtebbth a savings association and a nati
bank. In addition, the association is subjectatiamal bank limits for payment of dividends andrrhing authority. If such association has
requalified or converted to a national bank witthiree years after the failure, it must divest mldstments and cease all activities not
permissible for a national bank.
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Community Reinvestment Actnder the Community Reinvestment Act (“CRA")eey FDIC4insured institution has a continuing &
affirmative obligation consistent with safe and s@danking practices to help meet the credit neéis entire community, including low- and
moderate-income neighborhoods. The CRA does nabksh specific lending requirements or prograorsihancial institutions nor does it
limit an institution’s discretion to develop thegs of products and services that it believes esé 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 evalnaif certain applications, such as a merger erestablishment of a branch by the instituti
An unsatisfactory rating may be used as the basithé denial of such an application. The Bank esemined for CRA compliance in
October 2007 and received a satisfactory rating.

Interstate Banking and Branchind.he FRB may approve an application of an adeqguatgiitalized and adequately managed bank
holding company to acquire control of, or acquit@asubstantially all of the assets of, a bantaled in a state other than such holding
company’s home state, without regard to whethetrdiesaction 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 fiveags) specified by the statutory law of the
host state or if the applicant (and its depositosfitution 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 wttiehtarget bank maintains a branch. lowa
has adopted a five year minimum existence requinétme

The federal banking agencies are also generallyoaiaed to approve interstate merger transactiatisowt regard to whether such
transaction is prohibited by the law of any stdtg#erstate acquisitions of branches or the esthivient of a new branch is permitted only if the
law of the state in which the branch is locatedvpes such acquisitions. Interstate mergers anddracquisitions are also subject to the
nationwide and statewide insured deposit conceéotramounts described above. lowa permits interdteanching 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 subsielaand its affiliates are required to be on terms
as favorable to The Bank as terms prevailing atithe for transactions with nonaffiliates. In atifoh, 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 asdrplus). In addition, a savings and loan holdiompany may not lend to any affiliate engaged
in activities not permissible for a savings andhib@alding 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 RegulatMyirwhich 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 wfglahen 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.

Certain transactions with directors, officers ontrolling persons are also subject to conflictrdérest 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 san@r loans to unaffiliated individuals and must areate an abnormal risk of repayment or
other unfavorable features for the Bank.

Federal Home Loan Bank SystentThe Bank is a member of the FHLB of Des Moire® of 12 regional FHLBs that administers the
home financing credit function of savings assooiaithat is subject to supervision and regulatipthle Federal Housing Finance Agency. All
advances from the FHLB are required to be fulljused
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by sufficient collateral as determined by the FHLUB.addition, all long-term advances must be Usedesidential home financing.

As members of the FHLB System, the Bank is requioggurchase and maintain activity-based capitalksin the FHLB of Des
Moines in the amount of 4.45% to support outstag@idvances and mortgage loans. At September 89, #te Bank had in the aggregate
$7.1million in FHLB stock, which was in complianegth this requirement. For the fiscal year endegt8mber 30, 2009, dividends paid by
the FHLB of Des Moines to the Bank totaled $76,000.

Under federal law, the FHLBs are required to prevignds for the resolution of troubled savings asgimns and to contribute to low-
and moderately priced housing programs througkctioans or interest subsidies on advances tardetemmunity investment and low- and
moderatencome housing projects. These contributions lafected 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 tigeife. A reduction in value of the Bank’s
FHLB stock may result in a corresponding reductiothe Banks capital. In addition, the federal agency thgutates the FHLBs has requir
each FHLB to register its stock with the SEC, whigh increase the costs of each FHLB and may hather effects that are not possible to
predict at this time.

Federal Securities Law.The common stock of Meta Financial is registeséti the SEC under the Exchange Act, as amendeeta M
Financial is subject to the information, proxy sitéition, insider trading restrictions and othequieements under the Exchange Act.

Meta Financial's stock held by persons who ardiafffis (generally officers, directors and principtdckholders) 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 angéamonth period.

Holding Company Supervision & Regulation

Meta Financial is a unitary savings and loan h@diompany within the meaning of the Home Ownersihéct. (Meta Financial
deregistered as a bank holding company once it teththe sale of MetaBank WC in the spring of 2D08s such, it is registered with the
Office of Thrift Supervision and is subject to Of&gjulations, examinations, supervision, reporteguirements and regulations concerning
corporate governance and activities. The OTS reguiayment of a semi-annual assessment whichdesla $3,000 base assessment with an
additional assessment based upon the holding coyigpask or complexity, organizational form and clition.

Pursuant to federal law, a savings and loan holdomgpany may not, directly or indirectly: (i) actpicontrol of a savings institution
without prior OTS approval; (ii) through one or rasubsidiaries, 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 contrélam uninsured institution. When
considering applications made by holding compatuéts 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 comeace and needs of the community and
competitive issues.

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

Acquisition of Control Under the Change in Bank Control Act, a notiaestrbe submitted to the OTS if any person (defioed
include both individuals and corporate entitiesyyaup 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 acigjois of 10% or more of the voting stock of
a savings and loan holding company or savingstitgth subsidiary or as otherwise defined by theSOThis presumption of control at the
10% level of
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ownership of voting securities can by rebutted wittubmission to the OTS prior to the acquisitibatock or the occurrence of any other
circumstance giving rise to such presumption.

Pursuant to the CIBC Act, the OTS has 60 days fitwerfiling of a complete notice to act, taking immnsideration certain factors,
including the effect the acquisition could havetloa depositors or the public, the competitive affexf 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

Federal and State Taxation

Federal Taxation. Meta Financial and its subsidiaries file consatiétl federal income tax returns on a fiscal yeaishasing the
accrual method of accounting. In addition to thgular income tax, corporations, including savibgsks such as the Bank, generally are
subject to a minimum tax. An alternative minimuam ts imposed at a minimum tax rate of 20% on adtBve minimum taxable income, whi
is the sum of a corporation’s regular taxable inedmith certain adjustments) and tax preferenaestdess any available exemption. The
alternative minimum tax is imposed to the extemixiteeds the corporatiantegular income tax and net operating losses ffaatmo 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 banlpgplemental reserves for losses on
loans (“Excess”), such Excess may not, without egl/éax consequences, be utilized for the paynfezdash 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, 2009, the Bank’s Excess for tapqses totaled approximately $6.7 million.

lowa Taxation. The Bank files lowa franchise tax returns. Meitgancial 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 commercigtdaThe 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 thalmanchise tax, no deduction is allowed
lowa franchise tax payments and taxable incomeiited interest on state and municipal obligatidngerest on U.S. obligations is taxable
under the lowa franchise tax and under the fedmngdorate income tax. The taxable income for Ifnaachise tax purposes is apportioned to
lowa through the use of a one-factor formula cdimgjsof gross receipts only.

Taxable income under the lowa corporate incomestgenerally similar to taxable income under thaefal corporate income tax,
except that, under the lowa tax, no deductionlaedd for lowa income tax payments; interest fraatesand municipal obligations is included
in income; interest from U.S. obligations is exaddrom income; and 50% of federal corporate inctemgpayments are deductible from
income. The lowa corporate income tax rates rdirgye 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 consafid&8outh Dakota franchise tax return due to their
operations in Sioux Falls and Brookings. The Sddkota franchise tax is imposed on depositonyititgins and trust companies. Meta
Financial and the Bank’s subsidiaries are therefiotesubject to the South Dakota franchise tax.
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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 sintdaiaxable income under the federal corporateniretax, 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 purposepp®dioned to South Dakota through the use of eetfiactor formula consisting of tangible
real and personal property, payroll and gross pesei

Delaware Taxation. As a Delaware holding company, Meta Financiaxempted from Delaware corporate income tax bredsirec
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.

Competition

The Company’s retail banking operation faces strmomgpetition, both in originating real estate atiieo loans and in attracting
deposits. Competition in originating real estatnls comes primarily from commercial banks, savirayks, credit unions, captive finance
companies, insurance companies, and mortgage lsamiaking loans secured by real estate locatecei€tmpanys market area. Commerc
banks and credit unions provide vigorous competitioconsumer lending. The Company competes fragtate and other loans principally
on the basis of the quality of services it provitteborrowers, interest rates and loan fees itggsgrand the types of loans it originates.

The Company’s retail banking operation attractsodép through its retail banking offices, primaritpm 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 insdome communities. The Company competes for thegsesits by offering a variety of deposit
accounts at competitive rates, convenient businesss, and convenient branch locations with intembh deposit and withdrawal privileges at
each.

The Company’s payment systems division serves mestonationally and faces competition from largeeercial banks and
specialty providers of electronic payments procesand servicing, including prepaid, debit, andlitreard issuers, ACH processors, and A
network sponsors. Many of these national plays¥saggressive competitors, leveraging relationsimseconomies of scale the Company is
still developing.

Employees

At September 30, 2009, the Company and its subgidiaad a total of 468 full-time equivalent emm@eg. The Company’s
employees are not represented by any collectivgai@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 witipeet to the executive officers of
the Company who do not serve on the Company’s BobRirectors. There are no arrangements or utalelings between such persons
named and any persons pursuant to which such iffigere selected.

On June 27, 2005, Mr. Troy Moore Il was named Exiee Vice President and Chief Operating Officetied Company and the Bal
Additionally, Mr. Moore became a member of the BExee Committees of both the Company and the BBn&viously, Mr. Moore, age 41,
had been the president of the Central lowa Mark#ie@Bank, a position he had held since 1998.diteefd the Bank in 1997 as a Vice
President in the Central lowa Market. Mr. Mooresiged a Bachelor of Business Administration dedresn lowa State University, Ames,
lowa. Mr. Moore is the son-in-law of James S. Ha#tte Company’s Chairman of the Board, and théhemsin-law of J. Tyler Haahr, the
Company’s President and Chief Executive Officer.
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On April 23, 2007, Mr. Scott Galit, age 39, was rahixecutive Vice President of Meta Payments SysteAdditionally, Mr. Galit
serves on the the Bank Executive Committee. Mtit @eeviously served as Senior Vice President tb@l Prepaid Products at MasterCard
Worldwide. Prior to joining MasterCafd , Mr. Galias Senior Vice President and General ManagEirsf Data Prepaid Solutions. Mr.
Galit was a founding board member of the NetworariBled Prepaid Card Association (“NBPCA”) and cuttyeserves on the NBPCA
Advisory Board.

On January 28, 2008, Mr. David W. Leedom, age 5 appointed Senior Vice President and Secretagastrer, and Chief
Financial Officer of the Company. Additionally, Mreedom became a member of the Executive Comrsifteeboth the Company and the
Bank. Mr. Leedom brings over 24 years of experenche banking and financial services industrtheecompany. Since January, 2007, Mr.
Leedom served as Senior Vice President of Portfotiedit and Business Analytics at the Bank. Heipresly served as a Senior and as an
Executive Vice President for BankFirst for 11 yeauisr to joining Meta in January 2007; his expede at BankFirst included his positions as
EVP of Accounting and Finance and Credit Portfdianagement. Mr. Leedom received a Bachelor of ilaes Administration in Accounting
degree from the University of lowa.

Iltem 1A. Risk Factors

Factors that, individually or in the aggregate,thiak could cause our actual results to differ rmathy from expected and historical
results include those described below as well lasratsks and factors identified from time to timeour SEC filings. The Company’s business
could be harmed by any of the risks noted beloWe ffading price of the Compassy¢tommon stock could decline due to any of theses rian
you may lose all or part of your investment. Inessing these risks, you should also refer to therdhformation contained in this annual re|
on Form 10-K, including the Company’s financialtetaents and related notes.

Risks Related to the Banking Industry

Changes in economic and political conditions cowdversely affect the Company’s earnings, as the @amy’s borrowers’ ability to repay
loans and the value of the collateral securing t®mpany’s loans decline.

The Company’s success depends, to a certain ex@or, economic and political conditions, local aiational, as well as
governmental monetary policies. Conditions suchnfigtion, recession, unemployment, changes irr@sderates, money supply and other
factors beyond the Company’s control may adveraffct the Company’s asset quality, deposit leaeals loan demand and, therefore, the
Company’s earnings. Because the Company has disggrtiamount of real estate loans, decreasesirestate values could adversely affect
the value of property used as collateral. Amorigeothings, adverse changes in the economy, ingduliit not limited to the current economic
downturn, may also have a negative effect on tliléyabf the Company’s borrowers to make timely agments of their loans, which would
have an adverse impact on the Company’s earniimgaddition, the vast majority of the Company’sreare to individuals and businesses in
the Company’s market area. Consequently, any ecimngecline in the Company’s market area could tevadverse impact on the
Company’s earnings.

Recessionary environment may adversely impact tioenPanys earnings and new governmental initiatives maytrpyove effective.

The national and global economic downturn has rdcessulted in extreme levels of market volatilibcally, nationally and
internationally. This downturn has depressed trexall market value of financial institutions, inding the Company, and may limit or impede
industry access to capital, or have a material meveffect on the financial condition or result®pérations of banking companies in general,
with respect to, for example, the establishmemesérves should conditions deteriorate further.

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, anathgrs, have implemented programs in an effostdbilize the national economy, the
ultimate effectiveness of these programs remaicgmain at this time.
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Changes in interest rates could adversely affea tbompany’s results of operations and financial atition.

The Company’s earnings depend substantially ofCtdrmapany’s interest rate spread, which is the diffee between (i) the rates we
earn on loans, securities and other earning assedgjji) the interest rates we pay on depositsathdr 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,rwe will have competitive pressures to increhsaates we pay on deposits, which may
result in a decrease of the Company’s net inténesime. Conversely, if interest rates fall, yietasloans and investments may fall. Because a
significant portion of the Company’s deposit politias in noninterest bearing accounts, such a change in radafidikely result in a decrea
in the Company’s net interest income. For add@ionformation, see Iltem 7A, herein.

The Company operates in a highly regulated envirosmh, 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, sugiernvand examination by the
OTS and the FDIC. See “Business — Regulation”iher@pplicable laws and regulations may change, there is no assurance that such
changes will not adversely affect the Company’srimss. In this respect potentially landscape-cimniggislative proposals have been
introduced in Congress, and by regulatory agemnwitisrespect to their respective regulatory powedsch regulation and supervision govern
the activities in which an institution may engageluding the activities of MPS, and are intendddprily for the protection of the Bank, its
depositors and the FDIC. Regulatory authoritiegehextensive discretion in connection with thejpexwisory and enforcement activities,
including but not limited to the imposition of réstions on the operation of an institution, thasdification of assets by the institution and the
adequacy of an institution’s allowance for loarsks Any change in such regulation and oversigiether in the form of restrictions on
activities, regulatory policy, regulations, or Isigition, including but not limited to changes ie tlegulations governing savings banks, could
have a material impact on the Company’s operatidinis. unknown at this time to what extent legiigla will be passed into law or regulatory
proposals will be adopted, or the effect that qua$sage or adoption will have on the banking inglustthe 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,ttteCompany’s technology, either purchased or dges internally, will meet or continue to
meet the needs of the Company.

Risks Related to the Company’s Business
The Company operates in an extremely competitivekag and the Company’s business will suffer ifi unable to compete effectively.
The Company encounters significant competitiorhin€ompany’s market area from other commercial ®asékvings and loan
associations, credit unions, mortgage banking ficnasumer finance companies, securities brokdiags, insurance companies, money
market mutual funds and other financial intermead&r Many of the Company’s competitors have suitistily greater resources and lending
limits and may offer services that the Company daesor cannot provide. The Company’s profitapitiepends upon the Company’s
continued ability to compete successfully in therpany’s market area. MPS operates on a natioad# sgainst competitors with
substantially greater resources and limited bartieentry. The success of MPS depends uponilitydb compete in such an environment.
Existing insurance policies may not adequately prot the Company and its subsidiarie

Business interruption and property insurance pagire in place with respect to the operations@flompany. Should any event
triggering such policies occur, however, it is pblesthat our policies would not fully reimburse fas the losses we could sustain.
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The loss of key members of the Company’s senior agement team could adversely affect the Companysitess.

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

The Company’s loan portfolio includes loans withragher risk of loss.

The Company originates commercial mortgage loamsneercial loans, consumer loans, agricultural nagégloans, agricultural loans
and residential mortgage loans primarily within @@mpany’s market areasCommercial mortgage, commercial, and consumer lozns
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 loanshage 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.

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 originates consumer loans, in some casateceto anticipated tax refunds that are fundgutépaid
cards. For certain of these loans, repaymentdsdan the customer filing a tax return and therivél Revenue Service funding the
tax refund. If either or both do not occur, lossesld result. MPS has loss protection agreeniamikce with certain business
partners in which they will absorb some or all ofis losses in the event they were to exceed cdeadts.

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

The Company makes various assumptions and judgrabotg the collectibility of the Company’s loan tfolio, including the
creditworthiness of the Company’s borrowers andvidiae 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 itsaijpey results. Because the Company
must use assumptions regarding individual loanstl@dconomy, the current allowance for loan lossag not be sufficient to cover actual
loan losses, and increases in the allowance magbessary. The Company may need to significantsease the Company’s provision for
losses on loans if one or more of the Companytgelaloans or credit relationships becomes delingaeii we continue to expand the
Company’s commercial real estate and commercidglihgn In addition, federal and state regulatonsookcally 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 allowarmeldan 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 collatergbgnty 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
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real estate. The amount that the Company, as tag®e, may realize after a default is dependemt fgctors outside of the Company’s
control, including, but not limited to: (i) genéra local economic conditions; (ii) neighborhooalwes; (iii) interest rates; (iv) real estate tax
rates; (v) operating expenses of the mortgagedepties; (vi) supply of and demand for rental unitproperties; (vii) ability to obtain and
maintain adequate occupancy of the properties) @oning laws; (ix) governmental rules, regulaticand fiscal policies; and (x) acts of God.
Certain expenditures associated with the ownershipal estate, principally real estate taxes aathtanance costs, may adversely affect the
income from the real estate. Therefore, the cbsperating a real property may exceed the rentairme earned from such property, and the
Company may have to advance funds in order to grtite Company’s investment, or may be requiregigpose of the real property at a loss.
The foregoing expenditures and costs could adweedtdct the Company’s ability to generate revenoesulting in 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 eventCQbmpany could be required to remove the
substances from and remediate the properties @itscost 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 impossible to sell the affected profles. These events could have a material advéfiesst en the Company’s business, financial
condition and operating results.

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

Beginning with our last annual report on Form 10t& Company has been required to include in itsiahreports filed with the SEC
a report of the Company’s management regardingriateontrol over financial reporting. As a resultrecent years, we have begun to
document and evaluate the Company’s internal cbater financial reporting in order to satisfy ttegjuirements of Section 404 of the
Sarbanes-Oxley Act of 2002 (or SOA) and SEC rutesragulations, which require an annual managenegratrt on the Company'’s internal
control over financial reporting, including, amooiiper matters, management’s assessment of theieéieess of internal control over financial
reporting. The SOA also will require an attestatieport by the Company’s independent auditorseskiing these assessments at the
conclusion of our 2010 fiscal year on Septembe2B@0. Accordingly, management has retained oatsithsultants to assist the Company in
() assessing and documenting the adequacy of dthep@ny’s internal control over financial reportirfid), improving control processes, where
appropriate, and (iii) verifying through materiataknesses or testing that controls are functioatndocumented. If the Company fails to
identify and correct any significant deficiencieshe design or operating effectiveness of the Gomis internal control over financial
reporting or fails to prevent fraud, current andepdial 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 olsifs.

No material weaknesses have been identified in@ction with the Company’s fiscal year 2009 audfitnaterial weaknesses are
identified in the future, such weaknesses coulcetammaterial impact on the profitability and penfiance of the Company.

The Company’s duties under the Sarbanes-Oxley Aic2@02 have been increasing and are anticipatednorease further in fiscal 2010.
As indicated in a preceding risk factor, pursuarthe requirements of Section 404 of the SOA, h&gmwith our last annual report
the Company has been required to provide an amnaahgement assessment of the effectiveness ofiteunal controls over financial

reporting. Beginning with our next annual repant the fiscal
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year ending September 30, 2010, Section 404 db@w will also require a report by our independamditors addressing our managen’s
assessments. These reporting and other obligateres placed, and will increasingly continue tacplesignificant demands on our
management, administrative, operational, interoditatax and accounting resources. We are impléimgadditional financial and
management controls, reporting systems and proeedurd an internal audit function and are hiringjtimhal accounting, internal audit and
finance staff. If we are unable to accomplish ¢helgjectives in a timely and effective fashion, ahility to comply with our financial reportir
requirements and other rules that apply to puldimganies could be impaired.

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

The Company depends on data processing, commuoricatid information exchange on a variety of commgupilatforms and
networks and over the internet. The Company cabaatertain all of its systems are entirely fremfrvulnerability to attack, despite
safeguards it has installed. Additionally, the @amy relies on and does business with a varietyinf-party service providers, agents and
vendors with respect to the Company’s business, @ad communications needs. If information segisibreached, or one of the Company’s
agents or vendors breaches compliance proceduafesniation could be lost or misappropriated, résgltn financial loss or costs to the
Company or damages to others. These costs oslosséd materially exceed the Company’s amounmhsidiiance 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 comatook has been volatile in the past, and sevacabifs could cause the price to
fluctuate substantially in the future. These fesiaclude:

* announcements of developments related to the Coyrgbusiness,

e fluctuations in the Company'’s results of operatjons

« sales of substantial amounts of the Company’s gesiinto the marketplace,

* general conditions in the Company’s banking nich#he worldwide economy,
* ashortfall in revenues or earnings compared tariexs analysts’ expectations,
« lack of an active trading market for the commorckto

« changes in analysts’ recommendations or projectimmg

«  The Company’s announcement of new acquisitionghmergrojects.

The market price of the Company’s common stock flutuate 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 mayoaadhdicative of future market prices.

The Company’s common stock is thinly traded, andishyour ability to sell shares or purchase additedrshares 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 Compangtamon stock is quoted on NASDAQ Stock Market,thetvolume of trades on any
given day is light, and you may be unable to firttlger 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.
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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 shafdbe Company’s common stock. As of Septembe2809, the Company was authorized to
issue up to 5,200,000 shares of common stock, ahw?634,215 shares were outstanding, and 323fa&res were held as treasury stock.
Company was also authorized to issue up to 800s8afes of preferred stock, none of which is outitanor reserved for issuance.
Accordingly, without further stockholder approviidle Company may issue up to 2,565,785 additioreleshof common stock. This factor n
affect the market price for shares of the Compaogtamon 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 kttmcdecline.

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

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

The Company pays a quarterly dividend to stockhsld@he payment of dividends is subject to legal Begulatory 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.

Risks Related to Meta Payment Systenfs , a divisimf the Bank
MPS’ products and services are highly regulated findakproducts subject to extensive supervision ardulation.

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

While some proposed legislation would benefit MRSs possible that new legislation could restriddPS’ current operations or change the
regulatory environment in which the division’s custhers operate.

Although it is possible that some legislation undensideration could have either a positiveleminimismpact 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 condiithe 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@bove, it should also be noted that there has berscern within the bank regulatory
environment over the use of credit and, in paréicybrepaid cards as a means by which to illedgallpder and move money. Should the
regulatory scheme change in any fashion as to taléecurrent environment by which such productsserdices may be offered, this could h
a significant impact upon MPS’s operations as waelthe operations of its customers.
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MPS, through the Bank, owns or is seeking a numlmdmpatents, 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 addititre competitive market environment of its busin®BS must be vigilant in ensuring that its
patents and other intellectual property are prettand 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 perceénfeidgers or defending our intellectual
property from third parties asserting various ckifiinfringement, it is possible that significgrersonnel time and monetary resources could
be used to pursue or defend such claims.

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

Contracts with third-parties may not be renewed, yrize renegotiated on terms that are not as favoeatd MPS or may not be fulfilled.

MPS has entered into numerous contracts with thérties with respect to the operations of its besén In some instances, the third
parties provide services to MPS; in other instan®H3S provides products and services to such partles. Were such agreements not to be
renewed by the third party or were such agreentertie renewed on terms less favorable to MPS, aatitbns could have a material impact on
the division’s profitability.

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 dufas, 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 éditvere 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.

International expansion presents unique opporturdd and challenge.

The international use of cards, both credit angaice continues to grow. Such growth presents MRIS opportunities to acquire
market share where its presence has been eithenatiar nonexistent. Investments must be madébydtvision to pursue such opportunities,
however, and the return on such investments mhgtelite slow to mature or may fail to materializenptetely. In addition, the pursuit of
additional foreign opportunities may prevent thesion from focusing on its current domestic busime

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 crediassociations in the world in an effort to protie nonpublic personal information of all
types of cardholders, including prepaid cardhol@ded holders of network branded credit cards (sscBiscover, 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 protexs by various entities in the payment card ingusncluding MPS. Compliance with the
PCI DSS is costly and changes to the standards ¢t@we an equal, or greater, effect on profitgbditthe relevant business division.
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The potential for fraud in the card payment industis significant.

Issuers of prepaid and credit cards have suffaggdfisant losses in recent years with respechttheft of cardholder data that has
been illegally exploited for personal gain. Theftof such information is regularly reported affiéets not only individuals but businesses as
well (albeit to a lesser degree). Many types eflitrcard fraud exist, including the counterfeitmfgcards and “skimming.” “Skimming” is the
term for a specialized type of credit card inforimatheft whereby, typically, an employee of a neat will copy the cardholdes’number an
security code (either by handwriting the informatianto a piece of paper, entering such informaitiém a keypad or other device, or using a
handheld device which “reads” and then stores #neé mformation embedded in the magnetic striphc®a credit card number and security
code has been skimmed, the skimmer can use swmmiation for purchases until the unauthorized sstetected either by the cardholder or
the card issuer.

Losses from skimming have been substantial foagedard industry participants. Although skimmhmas 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 whaatasell 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 serviEedure to maintain good relations with such
sales agents could have a negative impact on ®indss.

Products and services offered by MPS involve mangihess parties and the possibility of collusionss.

As described above, the theft of cardholder datesignificant 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 caaddur in the future, thereby impacting its operatamd profitability.

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

The heavy emphasis upon technology in the produaisservices offered by MPS requires significamteexitures with respect to
research and development both to exploit technoébgjains and to develop new products and serticeseet customers’ needs. As is
common with most research and development, whitgesefforts may yield substantial benefits for thesion, 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 futdmav much those efforts will cost, or how profialuch 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 DisddasterCard, Visa and other card networks, thieisé parties typically have
retained the right to prescribe certain busineastfmes 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 thetriglheir agreements with industry participantstsas MPS to unilaterally change
the rules under which such transactions are predesgh little or no advance warning. This powselides the power to prevent MPS from
accessing their networks in order to process t@imges. Should any third party choose to invoke tight unilaterally, such changes could
materially impact the operations of MPS.
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Our business is heavily dependent upon the Interaatl any negative disruptions to its operation cdulegatively impact our business.

Much of our business depends upon transactiong lpgotessed through the Internet. Like nearlptler commercial enterprises,
rely upon others to provide the Internet so thaniw®rce can be conducted. Were there to be addiiuhe operation of the Internet or a
significant impairment in our ability to move infoation on the Internet or our ability to do so atardance with customer safeguard protoc
MPS would develop alternative processes during wvtiroe 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 couldVe a negative effect on our operations and extertsruptions 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 alongawsitechnology channels, including the Interneith@ugh MPS encrypts its customer and
other sensitive information and expends signifidar@ncial and personnel resources to maintainrttegyrity of its technology networks and
confidentiality of nonpublic customer informatidmecause such information may travel on public tetdgy and other nosecure channels, t
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 elecimofunds 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 stassabandoned property laws. Although MPS utiliagemated programs to ensure its operations are l@mhpvith 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&aa industry interpretations. Should such stageilators choose to do so, they may initiate
enforcement or other litigation action against pidpard issuers such as MPS.

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

MPS competes in a highly competitive environmernthwither 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 netwodsd other commercial entities. As such, MPS rapshd significant sums to attract emplo
and executives and must monitor compensation amet 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 thféts partners have reached a
size that, should these partners’ business witlCtirapany end, the revenue attributable to them evbalie a material effect on the financial

results of the Company.
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Iltem 1B . Unresolved Staff Comments

Not Applicable.

Item 2 . Properties

The Company conducts its business at its maineéitd branch office in Storm Lake, lowa. The Comypaperates six offices in
metro Des Moines, lowa. The Company also oper@ateffice in Brookings, South Dakota and threéceff in Sioux Falls, South Dakota. In
addition, the Company leases space at anotheitydnilSioux Falls, South Dakota, which houses gaheorporate and MPS functions, leases
space in Omaha, Nebraska, which houses certainfitiREons and operates a non-retail service briméhemphis, 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 WeBt3f2eet locations in Sioux Falls, South
Dakota, the land on which the buildings were carcded is leased. The total net book value of tam@any’s premises and equipment
(including land, building and leasehold improvensesntd furniture, fixtures and equipment) at Septm3B, 2009 was $22.0 million. See N
7 to the “Notes to Consolidated Financial Statesiewhich is included in Part Il, Iltem 8 “Consoliéalt Financial Statements and
Supplementary Data” of this Annual Report on FofBrKL

The Company is experiencing rapid growth, partidylas a result of growth of MPS. While currentiféies are adequate to meet its
present needs, the Company may add additionalidmsain the future, and may be required to expamhcity for administrative support
functions.

The Bank maintains an on-line data base with acs@hureau, whose primary business is providing) sgevices to financial
institutions. The net book value of the data pssagg and computer equipment utilized by the Comparseptember 30, 2009 was
approximately $3.0 million.

Item 3. Legal Proceedings

Since the last filing of Form 10-K, the matter of Baul Mercury Insurance Company v. MetaBankdfitethe United States District
Court, Northern District of lllinois, Case No. 09401031, has been settled and the suit will be dised shortly. Currently, there are five
cases still pending and the Company is vigorousferding these actions. Two of the cases are akdgm cases although to date no class has
been certified. The remaining three cases shamtasifact patterns as each Plaintiff seeks reqoeé$99,000 and other specified damages, in
connection with a fraudulent CD. In all, nine cabave been filed, and of those nine, two have desmnissed, and two have been settled.

Cedar Rapids Bank & Trust Company v MetaBank, QéseLACV007196. On November 3, 2009, Cedar Rapidsk & Trust
Company (“CRBT”) filed a Petition against MetaBankhe lowa District Court in and for Linn Countiagning an unspecified amount of
money damages against MetaBank arising from CRPBartcipation in loans originated by MetaBank teng@nies owned or controlled by
Dan Nelson. The complaint states that the Nelsonpanies eventually filed for bankruptcy and thenks including CRBT's portion, were not
fully repaid. Under a variety of theories, CRB&iohs that MetaBank had material negative infornmatibout Dan Nelson, his companies and
the loans that it did not share with CRBT priolBBT taking a participation interest in them. Mgaak believes that CRBT's loss of
principal was limited to approximately $200,000dam any event intends to vigorously defend itscans.

Other than the matters set forth above, there @@threr material pending legal proceedings to wiliehCompany or its subsidiaries
a party other than ordinary routine litigation beir respective businesses.

Iltem 4 . Submission of Matters to a Votef Security Holders

No matter was submitted to a vote of security hadarough the solicitation of proxies or othemyiduring the quarter ended
September 30, 2009.
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PART I

ltem5 . Market for Registrant’s Common Equity, Related Shareholder Matters andssuer Purchases of Securities

The Company’s common stock trades on the NASDA&8IMarket® under the symbol “CASH Quarterly dividends for 2009 a
2008 were $0.13. The price range of the commarksts reported on the NASDAQ System, was as faiow

Fiscal Year 2009 Fiscal Year 2008
Low High Low High
First Quarte! $ 6.7t % 16.9¢ $ 38.8: $ 41.9¢
Second Quarte 6.5¢ 12.2¢ 17.3¢ 40.7¢
Third Quartel 8.5(C 21.5Z 16.0C 27.0C
Fourth Quarte 19.27 24.0¢ 16.8¢ 27.5¢

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, 2009, the Company had 2,634R4afes of common stock outstanding, which were bgl207 shareholders of
record, and 577,921 shares subject to outstanditigns. The shareholders of record number doeseflect approximately 500 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, 2009 of equityritiesuthat are registered by
the Company pursuant to Section 12 of the Exchamge
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Item 6. Selected Financial Data
SEPTEMBER 30, 2009 2008 2007 2006 2005
SELECTED FINANCIAL CONDITION DATA
(Dollars in Thousands
Total asset $ 834,77 $ 710,23t $ 686,08 $ 740,92: $ 775,83
Loans receivable, ni 391,60¢ 427,92¢ 355,61: 368,95¢ 415,56¢
Securities available for sa 364,83t 203,83« 158,70: 172,44. 213,24!
Goodwill and intangible asse 2,21t 2,20¢ 1,50¢ 1,50¢ 1,50¢
Deposits 653,74 499,80:- 522,97¢ 538,16¢ 510,25¢
Total borrowings 116,79¢ 147,68: 78,53¢ 114,78¢ 176,85
Shareholder equity 47,34t 45,73: 48,09¢ 45,09¢ 42 ,95¢
YEAR ENDED SEPTEMBER 30, 2009 2008 2007 2006 2005
SELECTED OPERATIONS DATA
(Dollars in Thousands, Except Per Share D
Total interest incom $ 36,72¢ $ 37,41¢ $ 37,77« $ 38,11: $ 38,36¢
Total interest expens 8,901 13,41¢ 16,967 19,61! 20,30¢
Net interest incom 27,81¢ 24,00: 20,801 18,50! 18,06:
Provision for loan losse 18,71¢ 2,71% 3,16¢ 31C 4,71
Net interest income after provision for loan los 9,10¢ 21,28¢ 17,63¢ 18,19 13,35(
Total nor-interest incom 79,96¢ 37,69¢ 21,85¢ 13,49¢ 3,50z
Total nor-interest expens 91,08: 61,82( 36,95¢ 26,64 17,99¢
Income (loss) from continuing operations beforeme tax
expense (benefi (2,006 (2,836 2,53¢ 5,04t (2,149
Income tax expense (benel (54%) (1,007) 1,223 1,66¢€ (497)
Income (loss) from continuing operatic (1,467) (1,839 1,312 3,37¢ (652)
Income (loss) from discontinued operations, neag — 811 (141) 30¢ (272)
Net income (loss (1,467) (1,027 1,171 3,68¢ (924)
Basic earnings (loss) per common sh
Income (loss) from continuing operatic $ (0.56) $ 0.7 $ 05z % 1.3¢€ $ (0.27)
Income (loss) from discontinued operatic — 0.31 (0.0¢6) 0.12 (0.11)
Net income (loss $ (0.56) $ 040 $ 0.4¢€ $ 148 $ (0.3¢)
Diluted earnings (loss) per common shi
Income (loss) from continuing operatic $ (0.56) $ (0.69 $ 05C $ 134 $ (0.27)
Income (loss) from discontinued operatit — 0.31 (0.0%) 0.12 (0.11)
Net income (loss $ (0.5¢) $ (0.3)) $ 04t $ 14€ $ (0.3¢)
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YEAR ENDED SEPTEMBER 30, 2009 2008 2007 2006 2005

SELECTED FINANCIAL RATIOS AND OTHER DATA

PERFORMANCE RATIOS

Return on average ass -0.2(% -0.1%% 0.17% 0.4<% -0.12%
Return on average ass-continuing operation -0.2(% -0.24% 0.1<% 0.45% -0.08%
Return on average equi -3.1%% -2.21% 2.6% 8.55% -2.04%
Return on average equ-continuing operation -3.12% -4.07% 3.01% 7.8% -1.44%
Net interest marg-continuing operation 3.5(% 3.51% 3.38% 2.85% 2.5%
Operating expense to average a-continuing operation 10.5%% 8.25% 5.2€% 3.55% 2.2%%
QUALITY RATIOS-Continuing Operation
Non-performing assets to total assets at end of 1.7€% 1.06% 0.3¢% 0.72% 0.84%
Allowance for loan losses to n-performing loan: 55% 76% 19€% 121% 37%
CAPITAL RATIOS
Shareholde’ equity to total assets at end of per 5.67% 6.44% 7.01% 6.09% 5.54%
Average shareholde equity to average ass¢ 5.42% 6.01% 6.2(% 5.7¢% 5.71%
OTHER DATA
Book value per common share outstanc $ 1797 $ 1758 $ 1857 $ 17.7¢ $ 17.1¢
Dividends declared per she 0.52 0.52 0.52 0.52 0.52
Number of ful-service offices 12 13 17 19 17
Item 7. Managements Discussion and Analysis of Financial Condition ahResults of Operations

This section should be read in conjunction withfdilwing parts on this Form 10-K: Part Il, Item‘@onsolidated Financial
Statements and Supplementary Data,” Part I, It&m*Quantitative and Qualitative Disclosures Abdiarket Risk,” and Part I, Item 1
“Description of Business.”

General

The Company is a unitary savings and loan holdorgmany whose primary subsidiary is the Bank. Then@any focuses on two cc
businesses, its regional retail banking businedsaamational payments business, conducted thrdadARS division. The Company’s retail
bank business is focused on establishing and niiimgglong-term relationships with customers, andommitted 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 lawa, Brookings, Lincoln, and Minnehaha located ist eantral South Dakota. The traditio
retail bank segment attracts retail deposits frioengeneral public and uses those deposits, togettieother 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 giftetiunds, rebate, travel and payroll, ATMs,
and consumer credit products. MPS pursues a gyrafeworking with industry-leading companies inariety of businesses to help them
introduce new payment products to their customérsaddition, MPS partners with emerging compatiedevelop and introduce new payment
products. MPS earns revenues from fees as wektiag a significant provider of low- and no-costdend deposits related to its prepaid card
business.
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The MPS division continued to demonstrate signiftagrowth on a year-over-year basis. Fiscal 2008 BMelated card fee income
grew 124% as all product lines were higher thafisital 2008. MPS has continued to expand its &dated, rebate, and consumer credit
business lines. During fiscal 2009 the Bank pgdéited in tax refund anticipation loans with a magx preparation firm after participating in a
test program with that firm in fiscal 2008. Ther@many took steps to manage the funding and crisiz and realized its expected return on
the program. In addition, MPS provided a prepaitlidcard for refunds with another major tax pregian company in fiscal 2009 and 2008.
The division also continued to exhibit product imation as it filed new patent applications and rteired existing applications. The iAdvance
® micro lending product, which is a program desigteedrovide a line of credit on prepaid cards,xpegiencing increasing consumer
acceptance and is being deployed by an increasintdper of clients as a retention tool for their @iepcard programs.

The traditional bank segment is continuing to bitdccustomer base from its previous expansiohéngrowing metropolitan areas of
Sioux Falls, South Dakota and Des Moines, lowae Bhank has added six branches in approximatelpdlseeight years in these markets. The
Bank focuses primarily on establishing lending dagosit relationships with commercial businessescammercial real estate developers in
these communities. During the second quarterso&fi2008, the Company sold its commercial bankingsidiary, MetaBank WC, which
included three branches in rural West-Central lowhe transaction closed March 28, 2008. The Cammnow a unitary savings and loan
holding company, not a bank holding company, arsliigect to the jurisdiction of the OTS. This Baation allows the Company to increas
focus on higher growth markets and business lifé® Bank now operates 12 retail banking brandneBrookings (1) and Sioux Falls (3),
South Dakota, in Des Moines (6) and Storm Lakel(®ya and maintains a non-retail service branddé@mphis, Tennessee.

The Company’s stock trades on the NASDAQ Globalkéaunder the symbol “CASH.”
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, 2009, the Company’s assets lgye$i 24.6 million, or 17.5%, to $834.8 million cpared to $710.2 million at
September 30, 2008. 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 foreclosed realeeatat repossessed assets, offset in part by desreathe Company’s portfolio of net loans,
investment in federal funds sold and investmenaisées available for sale.

Total cash and cash equivalents and federal funidsigere $6.2 million at September 30, 2009, aekse of $2.0 million, or 24.2%,
from $8.2 million at September 30, 2008. The daseeprimarily was the result of the Company’s deniso purchase mortgage-backed
securities during fiscal 2009 which was partialfiset by the increased liquidity from an increas@eposits, primarily due to deposits
generated by MPS. In general, the Company mamitircash investments in interest-bearing ovetrdghosits with the FHLB and the FRB.
Federal funds sold deposits may be maintainedeafe LB or various commercial banks, including, bat limited to the following: CitiBank,
JP Morgan Chase, M&l Bank, BNP Paribas, and Bankmérica, all with assets in excess of $1.0 billiokt September 30, 2009 the
Company held $9,000 of federal funds sold.

The total of mortgage-backed securities and investreecurities available for sale increased $161lllbn, or 78.9%, to $364.8
million at September 30, 2009, as investment puseba@xceeded related maturities, sales, and painuydowns. The Comparsyportfolio of
investment securities available for sale consistagrily of mortgage-backed securities, which haslatively short expected lives. During
fiscal year 2009, the Company purchased $286.4omitif 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 $32.5 million.e Skte 4 to the “Notes to Consolidated
Financial Statements,” which is included in Parttém 8 “Consolidated Financial Statements andp®upentary Data” of this Annual Report
on Form 10-K.
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The Company’s portfolio of net loans receivablerdased by $36.3 million, or 8.5%, to $391.6 millmtrSeptember 30, 2009 from
$427.9 million at September 30, 2008. This de@¢abnarily relates to a decrease of $21.4 millonommercial business and agricultural
operating loans due to lower origination activippy downs, charge-offs and transfers to other sgEs®d assets and an increase in the
allowance for loan losses of $1.3 million. Onefdor-family residential and other consumer logrémnarily related to MPS, also decreased
from the prior fiscal year due to sales and repaymexceeding originations. Offsetting the abowes an increase in commercial and multi-
family real estate loans of $10.1 million. Seed\® to the “Notes to Consolidated Financial Statets,” which is included in Part Il, ltem 8
“Consolidated Financial Statements and Supplemgilata” of this Annual Report on Form 10-K.

The Company owns stock in the FHLB due to its mawsttip and participation in this banking system.e Bompany’s investment in
such stock decreased $1.0 million, or 12.9%, td #7llion at September 30, 2009 from $8.1 millidrSaptember 30, 2008. The decrease was
due to a decrease in the level of borrowings froedRHLB, which require a calculated level of staokestment based on a formula determined
by the FHLB.

Bond insurance receivable decreased $2.0 millideptember 30, 2009 as management revised thetegdpeceipt of insurance
proceeds.

Foreclosed real estate and repossessed assetsgutte $2.1 million as compared to none at Sepel 2008 due to the
Company'’s foreclosure of assets and loan collatetated to previously reported non-performing an

Total deposits increased by $153.9 million, or 86.8 $653.7 million at September 30, 2009 from389nillion at September 30,
2008. The Company continues to grow its low- angtost deposit portfolio. Deposits attributableiBS were up $137.3 million, or 48.2%,
at September 30, 2009, as compared to Septemb2038, This increase results from growth in prégard programs.

The Company’s total borrowings decreased $30.9anjlior 26.4%, from $147.7 million at September 3008 to $116.8 million at
September 30, 2009 and is primarily due to the et deposits. See Notes 9, 10, and 11 to thee€'tNdo Consolidated Financial
Statements,” which is included in Part Il, Item@cdhsolidated Financial Statements and Supplemebaty” of this Annual Report on Form
10-K.

At September 30, 2009, the Company’s sharehol@epsity totaled $47.3 million, up $1.6 million fro$#5.7 million at September 30,
2008. The increase was related to a favorablegshamthe accumulated other comprehensive losk®@dmpanys available for sale portfol
offset in part by an increase in fiscal net loss@spared to the prior fiscal year and the payréoash dividends on the Company’s common
stock. At September 30, 2009, the Bank continaesdet regulatory requirements for classificatisraavell-capitalized institution. See Note
15 to the “Notes to Consolidated Financial Statasiemvhich is included in Part Il, Item 8 “Conscéitbd Financial Statements and
Supplementary Data” of this Annual Report on FofBrKL

Results of Operations

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

The Company’s Results of Operations are dependenebinterest income, non-interest income, noerédt expense, and income tax
expense. Net interest income is the differencepoead, between the average yield on interesirgpassets and the average rate paid on
interest-bearing liabilities. The interest rateesul is affected by regulatory, economic, and cditiye factors that influence interest rates, loan
demand, and deposit flows. The Company, like diinencial 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 lieibg. In fiscal 2009, the Company’s non-interest
income improved significantly from levels in fisc008. Non-interest expense also increased inoptiop to net interest income and non-
interest income as compared to the prior fiscal
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year. A more detailed explanation of the factegponsible for results of operations of the Compamyesented belov

The Company’s nommterest income is derived primarily from prepaad; credit products, and ATM fees attributabléMeS 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 officalimns as well as card processing expenses a#ihileuto MPS. To a lesser extent, non-
interest income is derived from gains or lossethersale of securities available for sale as wetha Company’s holdings of bank owned life
insurance. Additionally, non-interest income hasibderived from the activities of Meta Trust, aoWrowned subsidiary of the Company,
which provides a variety of professional trust &8. Non-interest expense is also impacted bypamecy and equipment expenses, regulatory
expenses, and legal and consulting expenses.

Management believes that the Company is poisemhéoeased earnings in the next few fiscal yearg ékpect to benefit from a 1)
strengthening economy whereby we can leverageasirreductions, 2)increase our retail banking lrssnvolume, and 3)continued growth of
our MPS Division. However, various changes indtifin, unemployment, interest rates and other factay adversely affect our Company’s
asset quality, loan demand, deposit levels anethier our earnings.

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

General. The Company recorded a loss from continuing dpers of $1.5 million, or $0.56 per diluted sh&ia, 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 llmses in connection with various commercial bess. In addition, net interest income
increased $3.8 million as compared to the priadfiyear. Including discontinued operations, neslwas $1.5 million, or $0.56 per diluted
share, for the year ended September 30, 2009 cedhpaia net loss of $1.0 million, or $0.38 per @itlshare, for the year ended Septembe
2008. Net earnings in the prior fiscal year 20@8evimpacted by an after-tax gain of $735,000 tegufrom the sale of the Company’s
commercial banking subsidiary, MetaBank WC. Se&eNoof the “Notes to Consolidated Financial Staets,” which is included in Part Il
Item 8 “Consolidated Financial Statements and Sampphtary Data” of this Annual Report on Form 10eK further information on
discontinued operations.

Net Interest Income Net interest income from continuing operationsfigcal 2009 increased by $3.8 million, or 15.9%6$27.8 million fromr
$24.0 million for the prior fiscal year. Net inést margin remained stable at 3.50% in fiscal 889 as compared to 3.51% in fiscal year
2008.

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

The Company’s average total deposits and intdresting liabilities increased $107.1 million, or.8%, to $800.1 million during fisc
year 2009 from $693.0 million during fiscal yeai080 The increase resulted mainly from an incré@$iee Compan’s non-interest-bearing
deposits. The Company’s cost of total depositsiatadest-bearing liabilities declined 83 basism®ito 1.11% during fiscal year 2009 from
1.94% during fiscal year 2008 primarily due to ¢goaéd migration to low and no-cost deposits prodidg 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.

2009 2008 2007
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 $ 423,91'$ 25,56! 6.02%9$ 413,86¢$ 25,90¢ 6.2€%$ 354,46!$ 25,58¢ 7.22%
Mortgagebacked securitie 259,26! 10,23( 3.95% 194,78! 8,48¢ 4.3€% 135,00° 5,50(C 4.07%
Other investment 111,91( 93E 0.84%  74,80¢ 3,02t 4.0 126,85: 6,69( 5.271%
Total interest-earning assets 795,09($ 36,72¢ 4.62% 683,46($ 37,41¢ 547% 616,32'$ 37,77« 6.15%
Nor-interes-earning asset 68,18 65,53¢ 86,50:
Total assets $ 863,27 $ 748,99¢ $ 702,82
Non-interest bearing depos $ 490,65: $ = 0.0(%$ 341,62:% = 0.0(%$ 230,93(% = 0.0(%
Interest-bearing liabilities:
Interes-bearing checkin 15,79t 39 0.28% 15,07t 104 0.6% 22,00 53¢ 2.45%
Savings 9,73¢ 38 0.3¢%  10,07: 10t 1.086  17,58¢ 471 2.68%
Money market: 38,55¢ 41k 1.08%  61,59: 1,47¢ 24(% 67,08 2,301 3.4%%
Time deposit: 146,64 4,84¢ 3.31% 139,86¢ 6,071 4.3%6 183,50! 8,35¢ 4.55%
FHLB advance: 66,27: 2,621 3.96% 103,76¢ 3,96( 3.82%  77,43: 4,091 5.28%
Other borrowings 32,471 93¢ 2.8¢%  20,96¢ 1,697 8.0%  18,17: 1,211 6.6€%
Total interest-bearing liabilities 309,48 8,907 2.88% 351,34( 13,41¢ 3.82% 385,78 16,967 4.4(%
Total deposits and interes-
bearing liabilities 800,13!$ 8,907 1.11% 692,96:$ 13,41f 1.94% 616,71°$ 16,967 2.75%
Other norinterest bearin
liabilities 16,38 11,00( 42,557
Total liabilities 816,51¢ 703,96 659,27:
Shareholder equity 46,75¢ 45,03 43,55!
Total liabilities and
shareholders’ equity $ 863,27 $ 748,99 $ 702,82°
Net interest income and net intel
rate spread including non-
interest bearing depos $ 27,81¢ 3.51% $ 24,00¢ 3.54% $ 20,80: 3.38%
Net interest margin ___ 35% ___ 351% __ 33%
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Rate / Volume Analysis

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.

2009 vs. 2008 2008 vs. 2007
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 $ 67€ $ (1,029 $ (34¢) $ 157/ % 1,249 $ 32t
Mortgage-backed securitie 2,42¢ (689) 1,74¢ 2,57(C 414 2,98¢
Other investment 3,49¢ (5,58¢) (2,090 (2,336 (1,329 (3,66%)
Total interest-earning assets $ 6,60 $ (7,295 $ (692) $ 1,80¢ $ (2,169 $ (356)
Interest-bearing liabilities
Interes-bearing checkin $ 5 % (70) $ (65) $ (132) $ (302) $ (439
Savings (4) (63) (67) (151) (215) (36€)
Money market: (430 (637) (1,069) (17€) (647) (829)
Time deposit: 31s (2,535 (2,222 (2,919 (371 (2,284
FHLB advance: (1,48¢) 15¢ (1,339 (707) 57C (131
Other borrowing 4,43¢ (5,197%) (758) 203 288 48€
Total interest-bearing liabilities $ 2,831 $ (7,339 $ (4,50¢) $ (2,870 $ (682) $ (3,557)
Net effect on net interest incom $ 3.77: $ 4 $ 381 $ 467¢ $ (1,489 $ 3,19¢

Provision for Loan Losses In fiscal 2009, the Company recorded a provismroan 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 charg#t]-consistent with our policy. There are no |
balances or allowance remaining for this prograraf&eptember 30, 2009. During fiscal 2009, thenfany also recorded a provision for |
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 disclosethénCompany’s current report on Form 8-K filing@étober 8, 2008, a borrower of the
Bank has likely participated in a fraud on the Bankl 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 increasthéloan loss was warranted. The increases wegileudiable to lower collateral values caused
in large part by weaker economic conditions anétaribration in the commercial real estate marlkgtential 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, Otherrisoaf Concern, and Classified Assets” herein.

Management closely monitors economic developmentts tegionally and nationwide, and considers tliasers when assessing the
adequacy of its allowance for loan losses. Wiite€ompany has no direct exposure to sub-primegagetloans, management believes the
current recessionary environment may strain theniefal condition of some borrowers. Managementefloee believes that future losses in the
residential portfolio may be somewhat higher thitonical experience. Over the past six years tages in the commercial and multi-family
real estate market, and commercial business mdr&e¢, remained moderate. Management recognize®thaharge-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 congegerding the
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economic slowdown, has led management to the csiocldhat future losses in this portfolio may benswhat higher than recent historical
experience, excluding loan losses related to ftauldorrowers. On the other hand, current trendsyiicultural markets remain reasonable.
Reasonable commodity prices as well as above aggtielyls created positive economic conditions nfershers in our markets in 2009.
Nonetheless, management still expects that fubg®ek in this portfolio, which have been very loayld be higher than recent histori
experience. Management believes that the aforéoment recession may also negatively impact conssimgpayment capacities.
Additionally, a sizable portion of the Company’sisamer loan portfolio is secured by residential estate, as discussed above, which is an
area to be closely monitored by management in wikit¢ stated concerns.

The allowance for loan losses established in caiorewith MPS operations results from an estimapoocess that evaluates relevant
characteristics of its credit portfolio(s). MPSsaers 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 the result of teitgvation process. Due to the varied and unknoatare and structures of future credit
programs, the exact methodology to determine the #k each program will not be identical. Eachgnam may have differing levels of risk,
definitions of delinquency and loss, inclusion/esibn 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 ptieaand established a provision for
loan losses for these loans during the tax seafering period. The majority of the charge-offs fhese 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 detailedwafi¢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 portfoldthough the Company maintains its allowance fanldosses 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 agemavhich can require the establishment of adutitigeneral 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 anatesmvere $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 thmae increases was a recorded loss on the sateeufidsed property and real estate owned of
$1.0 million. The Bank sold a portion of assetguaed due to fraud of a commercial borrower praslp 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 stesmfprepaid card and credit-related
programs managed by MPS. Other card processingneggncreases are attributable to settlementitunsctor value loading, card sales and
anticipated growth of
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existing products. Management expects that thesks evill continue to increase as MPS issues mamgscand offers new and expanded
products and services.

The Company’s occupancy and equipment expensedo$d.0 million for fiscal 2009 as compared to $®iion for fiscal 2008.
The increase was due to supporting new producs tmel 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.

Income Tax Benefit Income tax benefit from continuing operationsffscal 2009 was $543,000, or an effective tax cdte7.1%, compared
to a tax benefit of $1.0 million, or an effectiwxtrate of 35.3%, in fiscal 2008. The change xb@nefit is primarily due to the change in loss
from continuing operations before income tax beénéfhe 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 ineldich Part II, Item 8 “Consolidated Financial Staéats and Supplementary Data” of this
Annual Report on Form 10-K for further discussiandiscontinued operations.

Comparison of Operating Results for the Years Ended
September 30, 2008 and September 30, 2007

General.The Company’s loss from continuing operations wh$8 $nillion, or $0.69 per diluted share, for theyended September 30, 2008
compared to income of $1.3 million, or $0.50 péutéd share, for the year ended September 30, 2B@fuding discontinued operations, the
Company recorded a net loss of $1.0 million, oB8(er diluted share, for the year ended SepteBme2008 compared to $1.2 million, or
$0.45 per diluted share, for the year ended SemeB 2007. Net earnings in fiscal 2008 were iotgd by an after-tax gain of $735,000
resulting from the sale of the Company’s commeio#iking subsidiary, MetaBank WC. See Note 2 ef‘tiotes to Consolidated Financial
Statements,” which is included in Part Il, Item@cdhsolidated Financial Statements and Supplemebaty” of this Annual Report on

Form 10-K for further information on discontinueperations. Fiscal year 2008 income was reducetidgettiement expense for the Dan
Nelsor-related lawsuits as well as an increase in prowmigixpense related to one borroweapparently fraudulent actions against the Band
other banks) in obtaining several commercial retdte and commercial operating loans. Additionafrnings were positively impacted by
increased income from card fees from all of MP®goams and services, loan growth and higher netést income. In particular, MR8hatec
card fees for the fiscal 2008 grew by 125.3% okergrior fiscal year. Offsetting these factorspamt, were higher operating expenses as MPS
continued to build its supporting infrastructurpeaational scalability, and product developmeniac#ty. Earnings in fiscal year 2007 were
impacted by a large provision for loan losses eglgdrimarily to an impairment on a commercial loalationship of $5.0 million related to
fraud by the borrower and a gain on the sale of fsanches in northwest lowa of $3.3 million.

Net Interest Income Net interest income from continuing operationsfiecal 2008 increased by $3.2 million, or 15.4%$24.0 million fronr
$20.8 million for the prior fiscal year. The ines® in net interest income reflects a higher rtetést margin and a larger average earning asse
base. Net interest margin increased 13 basisptwr.51% in fiscal year 2008 from 3.38% in fisgahr 2007. The improvement also resulted
from the continued shift in the Company’s fundinx mttributable to growth in non-interest-bearirgpdsits and decreases in higher costing
certificates and public funds deposits.

The Company’s average earning assets increase? $liion, or 10.9%, to $683.5 million during fidogear 2008 from $616.3
million during fiscal year 2007. The increase ligrarily the result of the increase in the loantfmio and mortgage-backed securities. The
Company'’s yield on earning assets declined 66 lpasigs to 5.47% during fiscal year 2008 from 6.18@ting fiscal year 2007. The decrease
is the result primarily of decreasing yields on @@mpany’s loan portfolio and other investments.
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The Company’s average total deposits and interestifng liabilities increased $76.3 million, or 1%h4to $693.0 million during fiscal
year 2008 from $616.7 million during fiscal yeai0Z0 The increase resulted mainly from an incré@asiee Compan's non-interest-bearing
deposits and wholesale borrowings. The Compargss af total deposits and interest-bearing liak#itdeclined 81 basis points to 1.94%
during fiscal year 2008 from 2.75% during fiscahy007.

Provision for Loan Losses In fiscal 2008, the Company recorded a provismroan losses of $2.7 million, compared to $3iftiom for
fiscal 2007. Due to delinquency trends in the Canys loan portfolio, the Company was able to maimthe level of loan loss allowance
considered to be acceptable by the Company’s mamagein the current year. The provision recordethe prior fiscal year was directly
related to a $5.0 million provision on a purchapadicipation loan relationship. See “Non-perfanmiAssets, Other Loans of Concern, and
Classified Assets” herein.

As disclosed in the Registrant’s 10-Q for the pgeading June 30, 2008, the Company had learn¢a tharrower of the Bank had
likely participated in a fraud on the Bank and othanks. On October 8, 2008, the Bank’s investgatf the fraud, loans and advances to the
borrower, the collateral underlying the loan, amslirance coverage lead it to conclude that it Bariate to establish a reserve for loan losses
at September 30, 2008 of $1.8 million (approximagd.1 million after taxes).

Management believes that, based on a detailedwefi¢he loan portfolio, historic loan losses, @mnteconomic conditions, the size
the loan portfolio, and other factors, the curdemel of the allowance for loan losses at Septer80e2008 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 cautionedhiia 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 regulatory agesjavhich can require the establishment of aduitigeneral or specific allowances.

Non-Interest Income. Non-interest income increased by $15.8 million7215%, to $37.7 million for fiscal 2008 from $2fllion for fiscal
2007. Fees earned on prepaid debit cards and mdlyerent systems products and services were $3diémfor fiscal 2008 as compared to
$15.4 million for fiscal 2007.

Non-interest income in the prior year was impadigé pre-tax gain of $3.3 million resulting fromethale of four branched in
northwest lowa. Management performed an evaluatiovhether the sale of the branches constitutedoditinued operations, and concluded
that the operations and cash flows of the bransbkeswere not discontinued operations. Revenuesapdnses of the entity, including the g
on sale, are, therefore, included in the appraopifatome statement line items for all periods prtesk

Non-Interest Expense.Non-interest expense increased by $24.8 milliof§703%, to $61.8 million for fiscal 2008 from $87million for the
same period in fiscal year 2007.

Compensation expense totaled $25.7 million forali008 as compared to $18.2 million for fiscal 200’ he increase represents the
addition of management, client relations, prodwstedlopment, compliance and operations support wi#tiin MPS, as well as software
developers, IT support staff, and other administeasupport within the Company. Many of the newp@ayees at MPS and in IT are focused
on developing and supporting new product linesiaoceasing market penetration of our payments sysfgroducts and services. Manager
expects that payroll costs will continue to inceeas MPS issues more cards and offers new and @egamoducts and services.

Costs associated with the operational support @f-oelated products at MPS also increased. Cardassing expenses totaled $15.6
million for fiscal 2008 as compared to $6.4 millitor fiscal 2007. These expenses primarily stesmfprepaid card programs managed by
MPS. Other card processing expense increasestabeit@ble to settlement functions for value loagicard sales and anticipated growth of
existing products. Management expects that thesks evill continue to increase as MPS issues magscand offers new and expanded
products and services.
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The Companys occupancy and equipment expense also rose digoad year 2008 as compared to fiscal 2007, prindriven by the
addition of administrative office space in Siouxl§;a8SD, and Omaha, NE, and a new branch/admitiigtraffice in downtown Des Moines,
IA, as well as investment in computer hardware softivare, primarily to support growth at MPS. Qgancy and equipment expense for fis
2008 was $6.6 million compared to $4.0 million fiscal 2007. Management expects that occupancyegoibment costs will continue to
increase as MPS issues more cards and offers mbenganded products and services.

Income Tax Expense/Benefi Income tax benefit from continuing operationsffecal 2008 was $1.0 million, or an effective tate of

35.3%, compared to a tax expense of $1.2 milliorroeffective tax rate of 48.3%, in fiscal 200he change is due primarily to the decrease
in net income before income tax expense (benefitle Company’s recorded income tax benefit wasiatpacted primarily by permanent
differences between book and taxable income.

Discontinued Operations Income (loss) from discontinued operations wasimne of $811,000 for fiscal 2008 compared to a tdskl41,000
for fiscal 2007. The increase was primarily reditie the gain on sale of MetaBank WC. See Notethe “Notes to Consolidated Financial
Statements,” which is included in Part Il, Item@chsolidated Financial Statements and Supplemeb@aty” of this Annual Report on

Form 10-K for further discussion on discontinue@m@pions.

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#ésedinancial 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 igkshttie policies described below as Critical Acam@mPolicies. This discussion and
analysis should be read in conjunction with the @any’s financial statements and the accompanyintgsmaresented in Part Il, Item 8
“Consolidated Financial Statements and Supplemgliata” 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
quantitative 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. Quantiéattiictors 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 productsramrdases 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. Althomglinagement believes the levels of the
allowance as of both June 30, 2009 and Septemh&@0B@8 were adequate to absorb probable losseeintia the loan portfolio, a decline in
local economic conditions or other factors coulslitin increasing losses.

Goodwill and Intangible Asset$soodwill represents the excess of acquisition cogés 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 at8and assumptions include revenue growth ratésgerating margins used to calculate
future cash flows, risk-adjusted discount rategjreieconomic and market conditions, comparisah@Company’s market value to book
value and determination of appropriate market comigas. Actual future results may differ from th@stimates.
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Each quarter the Company evaluates the estima#dfdllises of intangible assets and whether eventhanges in circumstances
warrant a revision to the remaining periods of diration. In accordance with Codification of Acediing Standards (*“ASC”) 350 (Financial
Accounting Standards Board (“FASB”) Statement N&4)1Accounting for the Impairment or Disposal of Longdd Assetsrecoverability of
these assets is measured by comparison of thdér@aagnount of the asset to the future undiscounesth flows the asset is expected to
generate. If the asset is considered to be impainedamount of any impairment is measured asifferehce between the carrying value and
the fair value of the impaired asset.

Assumptions and estimates about future values@madining useful lives of the Company’s intangibhel @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 ptiiropgh a commercial insurance carrier for coveragexcess of $50,000 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 repgoftBBNR”) claims. IBNR claims are estimated usihigtorical claims lag information
received by a third party claims administrator.eRa 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 accrualounegeen 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 differebeéween the financial statement carrying
amounts of existing assets and liabilities andrthespective tax basis. Deferred tax assets abdiies are measured using the enacted tax
rates applicable to income for the years in whiwsse temporary differences are expected to be eeedwor settled. Deferred tax assets are
recognized subject to management’s judgment thadizegion is more-likely-than-not. An estimateprbbable income tax benefits that will not
be realized in future years is required in detemgrthe necessity for a valuation allowance. Thveas no deferred tax valuation allowance at
September 30, 2009 and 2008.

Other-Than-Temporary Impairmenianagement evaluates the Company’s available ferssgurities for other-than-temporary
impairment at least on a quarterly basis, and rofien if economic or market concerns warrant suciuation. Such factors management
to determine impairment are: (i) the length ofdiand extent to which the market value has bearttes cost, (ii) the financial condition and
near-term prospects of the issuer including speeifents, (i) the Company'’s intent and abilityhtold the investment to the earlier of maturity
or recovery in fair value, (iv) the implied andtoiscal volatility of the security, and (v) any dogrades by rating agencies.

Net Portfolio Value. The Company uses a net portfolio value (“NPV"piagach to the quantification of interest rate rigkis approach
calculates the difference between the present \aflegpected cash flows from assets and the presdue of expected cash flows from
liabilities, as well as cash flows from any off-bate sheet contracts. Management of the Compasgé&ts and liabilities is performed within
the context of the marketplace, but also withintinestablished by the Board of Directors on theant of change in NPV that is acceptable
given certain interest rate changes.

Presented below, as of September 30, 2009 and 088 ,analysis of the Company’s interest rate askneasured by changes in NPV
for an instantaneous and sustained parallel shtfte yield curve, in 100 basis point incremenpsand down 200 basis points. Down 100 b
points and down 200 basis points are not presdateseptember 30, 2009 and 2008 due to the extseloel rate environment. At both
September 30, 2009 and 2008, the Company’s inteatsstisk profile was within the limits set by tBeard of Directors. As of September 30,
2009, the Bank’s interest rate risk profile washivitthe limits set forth by the Office of Thrift Bervision.
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Change in Interest Rate Board Limit At September 30, 2009 At September 30, 2008
(Basis Points) % Change $ Change % Change $ Change % Change
(Dollars in Thousands)
+200 by (200% $ (9,549 14% $ (10,03%) (14)%
+100 by (10) (505) 1) (4,739 7)
0 _ _ _ _ _

Certain shortcomings are inherent in the methaghalysis presented in the table. For examplegadth certain assets and liabilities
may have similar maturities or periods to repricitiggy may react in different degrees to changesdrket interest rates. Also, the interest
rates on certain types of assets and liabilitieg flietuate in advance of changes in market intaiaes, while interest rates on other types
lag behind changes in market rates. Additionairtain assets, such as adjustable rate mortgags,lbave features that restrict changes in
interest rates on a short-term basis and oveiftheflthe asset. Furthermore, although managemenestimated changes in the levels of
prepayments and early withdrawal in these raterenmients, such levels would likely deviate fromala@ssumed in calculating the table.
Finally, the ability of some borrowers to servibeit debt may decrease in the event of an inteagstincrease.

In addition to the NPV approach, the Company aésterws gap reports, which measure the differentassets and liabilities
repricing in given time periods, and net incomeugations to assess its interest rate risk profiflanagement reviews its interest rate risk
profile on a quarterly basis.

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, 2009, nonperforming assets, corgistiimpaired/non-accruing loans, accruing loari;xdaent 90 days or more, restructured
loans, foreclosed real estate, and repossessedmengroperty, totaled $14.7 million, or 1.8% dflassets, compared to $7.5 million, or
1.06% of total assets, at September 30, 2008. ifibisase primarily relates to three commerciatdwers with non-accrual loans totaling $9.7
million for which the Bank has set aside a $3.diarilreserve.

Impaired/non-accruing and restructured loans ate®eiper 30, 2009 totaled $12.6 million. There wg2el million in foreclosed real
estate and repossessed assets at September 30, 2009

The Company maintains an allowance for loan lobseguse of the potential that some loans may neggzed 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, 2009, the Company had an allowance far losses in the amount of $7.0
million as compared to $5.7 million at SeptemberZW8. Management's periodic review of the adeyus 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 portwfithe 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 thditiadal 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 natgidered to be impaired, but possess weaknesdahéh@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.
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At September 30, 2009, $5.1 million of the allowariar loan losses was allocated to impaired logegesenting 26.1% of the related
loan balances. See Note 5 of the “Notes to Cotatd Financial Statements,” which is includedant P, Iltem 8 “Consolidated Financial
Statements and Supplementary Data” of this ForrK1&311,000 of the allowance was allocated to oithentified problem loan situations,
representing 1.8% of the related loan balances$ar@imillion, representing 0.4% of the relatechib@alances, was allocated to the remaining
overall loan portfolio based on historical loss esience and general economic conditions. At SelpéerB0, 2008, $3.5 million of the
allowance for loan losses was allocated to impdwads, representing 22.2% of the related loanneais $113,000 was allocated to other
identified problem loan situations, and $2.1 miiliwas allocated against losses from the overati faatfolio based on historical loss
experience and general economic conditions.

Liquidity and Capital Resources

The Company’s primary sources of funds are depdsiisowings, principal and interest payments @aniand mortgage-backed
securities, and maturing investment securities.il®\dtheduled loan repayments and maturing investisreze relatively predictable, deposit
flows and early loan repayments are influencedhieyi¢vel of interest rates, general economic candit and competition.

The Company relies on advertising, quality custosevice, convenient locations, and competitiveipg to attract and retain its
deposits and only solicits these deposits frorprithiary 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, aftebtemarket conditions. However, the Company du#doresee any significant funding
issues resulting from the sensitivity of time detso® such market factors.

The Company is aware that, due to higher levetoatentration risk, the low- and no-cost checkiegasits generated through MPS
may carry a greater degree of liquidity risk theaditional consumer checking deposits. As a rethudt Company closely monitors balances in
these accounts, and maintains a portfolio of hidihlyid assets to fund potential deposit outflows date, the Company has not experienced
any inordinate or unusual outflows related to MBP®ugh no assurance can be given that this wilticoa to be the case.

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

Liquidity management is both a daily and long-tdumction of the Company’s management strategy. Chmpany adjusts its
investments in liquid assets based upon managesnesgessment of (i) expected loan demand, (ipithjected availability of purchased loan
products, (iii) expected deposit flows, (iv) yielagailable on interest-bearing deposits, and (@)dbjectives 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 toegate them internally, it has additional borrowgagacity with the FHLB and other
wholesale funding sources. The Company is not@whany significant trends in the Company’s ligtyidr its ability to borrow additional
funds if needed.

The primary investing activities of the Company tire origination and purchase of loans and thehase of securities. During the
years ended September 30, 2009, 2008 and 200Zotin@any originated loans totaling $686.1 milliod26.2 million, and $274.5 millior
respectively. Purchases of loans totaled $50.4omjl$55.3 million, and $44.9 million during thears ended September 30, 2009, 2008 and
2007, respectively. During the years ended Septe®®, 2009, 2008 and 2007, the Company purchasetdjage-backed securities and other
securities available for sale in the amount of $28illion, $102.8 million and $13.2 million, respively.

At September 30, 2009, the Company had unfundeddoenmitments of $51.8 million. See Note 16 to‘tNetes to Consolidated
Financial Statements,” which is included in Parttdm 8 “Consolidated Financial Statements andp&upentary Data” of this Annual Report
on Form 10-K.. Certificates of deposit schedutedhature in one year or less from September 309 2@t@led $95.2 million. Based on its
historical experience, management believes thegrafisant portion of such deposits will remain tvithe Company; however, there can be no
assurance that the Company can retain all suchsitepdanagement believes that loan repaymenb#ret
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sources of funds will be adequate to meet the Coripdoreseeable short- and long-term liquidity aeee

The following table summarizes the Company’s sigaiit contractual obligations at September 30, Z0@8lars in Thousands):

Contractual Obligations Total Less than 1 year 1to 3 years 3to 5 years More than 5 years
Time deposit $ 146,16 $ 95,15¢ $ 38,75. $ 12,25: $ —
Long-term debt 47,68¢ 25,68¢ 11,00( 2,50(C 8,50(
Shor-term debt 25,00( 25,00( — — —
Operating lease 10,415 1,59( 2,99¢ 2,30: 3,52¢
Subordinate debentures Issued to capital 10,31( — — — 10,31(
Data processing servic 3,072 76€ 1,53¢ 76€ —
Total $ 242,64t $ 148,20: $ 54,28: $ 17,82: $ 22,33¢

During July 2001, the Company’s unconsolidatedttsubsidiary, First Midwest Financial Capital Triissold $10.0 million in
floating rate cumulative preferred securities. de@exls 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 shortemiéterity date to a date not earlier than July ZB72 The Company used the proceeds for
general corporate purposes. See Note 11 to theeNo Consolidated Financial Statements,” whidhgiided in Part Il, 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 Il, Item 8 “Consolidated Fic#l Statements and
Supplementary Data” of this Annual Report on FofirKL The Company does not anticipate any significdanges 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 opemkehand privately negotiated transactions. TE®E stock purchase was completed on
April 18, 2005 at a total cost of $897,000. At ®epber 30, 2009 and 2008, 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.

Off-Balance Sheet Financing Arrangements

For discussion of the Company'’s off-balance shieenting arrangements, see Note 16 of “Notes tcsGladated Financial
Statements,” which is included in Part Il, Item@cdhsolidated Financial Statements and Supplemeb@aty” 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 retsjgestandard 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 arajpm manager both have agreements with the Baimdemnify it for any losses as a
result of such unauthorized activity, and the masteeflected as such in its financial statememtsaddition, the Bank has given notice to its
own insurer. The Bank has been notified by thegseor that its insurer has denied the claim filekde Bank made demand for payment and
filed a demand for
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arbitration to recover the unauthorized loading speinding amounts and certain damages. The Bangetided its claim with the Program
Manager, and has received an arbitration awarchagtiie Processor.

Impact of Inflation and Changing Prices

The Consolidated Financial Statements and Notesttheresented in this Annual Report have beengpegehin accordance with
GAAP, which require the measurement of financiaipon and operating results in terms of historallars 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 saamf impact on a financial institution’s perforncarthan 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 accocdamith 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 otrenpietive guidance released by the SEC.
New accounting guidance is now issued in the fofriazounting Standards Updates, which update thgifiéation. 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 referencesaatandards issued and adopted prior to the aaoptithe 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 significafifiect on the Company’s
consolidated financial statements.

In April 2009, the FASB issued ASC 820 (FASB Staffsition 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 circumeés that indicate a transaction is not orderl8CA820 is effective for financial statements
issued after June 15, 2009. The adoption of ASCd& 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 immpants on debt and equity securities in
the financial statements. ASC 320 does not amgistireg recognition and measurement guidance mtether-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 28-1jterim Disclosures about Fair Value of
Financial Instrument. ASC 820 requires disclosures about fair valutnafncial
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instruments for interim reporting periods of publitaded companies as well as in annual finarstetements. ASC 820 also requires those
disclosures in summarized financial informationérim reporting periods. ASC 820 is effective fimancial statements issued after June 15,
2009. The Company adopted ASC 820 beginning JOn2(9 with no material impact on the Companyisificial position, results of
operation or cash flows.

Iltem 7A. Quantitative and Qualitatve Disclosure About Market Risk

As stated above, the Company derives a portiots@ficome from the excess of interest collected overest paid. The rates of
interest the Company earns on assets and payalilities generally are established contractuallyef period of time. Market interest rates
change over time. Accordingly, the Company’s resaof operations, like those of most financialiiostons, 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 significanmarket” risk.

The Company monitors and measures its exposuteatoges in interest rates in order to comply withligable 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 morelhapir to a greater extent than its liabilitiesethnet 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 portfoliolwa 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 talv@iginating and purchasing competitively pricelfuatable-rate and fixed-rate
loan products with short to intermediate terms tdurity, generally 5 years or less. This theoeadlycallows 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 manageraktite 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.

The Company’s cost of funds responds to changesgerest 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 thecfahat, 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 exjpe in this regard, the Company has elected nextier in to any new longer term wholesale
borrowings, and generally has not emphasized loteger time deposit products.

The Board of Directors and relevant governmentlggns 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

Audit Committee
Meta Financial Group, Inc.:

We have audited the accompanying consolidatednstates of financial condition of Meta Financial Gpounc. and subsidiaries as of
September 30, 2009 and 2008, and the related ¢data statements of operations, comprehensiveriadtoss), changes in shareholders’
equity, and cash flows for the years then endeds@&ltonsolidated financial statements are the nsgglity of the Company’s management.
Our responsibility is to express an opinion on ¢hesnsolidated financial statements based on alitsadhe accompanying consolidated
statements of operations, comprehensive incoms)(losanges in shareholders’ equity, and cash fdéeta Financial Group, Inc. and
subsidiaries for the year ended September 30, 208, audited by other auditors whose report thredated January 7, 2008, expressed an
unqualified opinion on those statements.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamigUnited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements 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 principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

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

Financial Group, Inc. and subsidiaries as of Sep&r80, 2009 and 2008, and the results of theiratjpms and their cash flows for the years
then ended, in conformity with U.S. generally adedmccounting principles.

KPrics LLP

Des Moines, lowa
December 10, 2009
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McGladrey & Pullen, LLP
Certified Public Accountants

Report of Independent Registered Public Accountingrirm on the Consolidated Financial Statements

To the Board of Directors
Meta Financial Group, Inc. and Subsidiaries
Storm Lake, IA

We have audited the consolidated statements oatipes, comprehensive income (loss), changes iresbllers’ equity and cash flows for the
year ended September 30, 2007 of Meta Financializrioc. and subsidiaries. These financial stateémare the responsibility of tl
Company’s management. Our responsibility is toresp an opinion on these financial statements basedr audits.

We conducted our audit in accordance with the stedgdof the Public Company Accounting Oversightfq&@nited 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, onstltasis, evidence supporting the amounts andodis@s in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thiataudits provide a reasonable basis for our opini

In our opinion, the consolidated financial statetaenferred to above present fairly, in all mateapects, the results of operations and cash

flows for the year ended September 30, 2007 of Metancial Group, Inc. and subsidiaries, in confityrwith U.S. generally accepted
accounting principles.

/"’é’c% S ol | e

Des Moines, low:
January 7, 200
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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, 200!

September 30, 200:

ASSETS

Cash and cash equivalel

Federal funds sol

Investment securities available for s
Mortgage-backed securities available for s

Loans receivabl- net of allowance for loan losses of $6,993 at &aper 30, 2009 and $5,7

at September 30, 20(
Federal Home Loan Bank stock, at ¢
Accrued interest receivab
Bond insurance receivakt
Premises, furniture, and equipment,
Bank-owned life insuranc
Foreclosed real estate and repossessed i
Goodwill and intangible asse
MPS accounts receivak
Other asset

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY

LIABILITIES
Non-interes-bearing checkini
Interes-bearing checkin
Savings deposil
Money market deposi
Time certificates of depos

Total deposits
Advances from Federal Home Loan B¢
Other borrowings from Federal Reserve B
Securities sold under agreements to repurc
Subordinated debentur
Accrued interest payab
Contingent liability
Accrued expenses and other liabilit

Total liabilities

COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS’ EQUITY

Preferred stock, 800,000 shares authorized, n@slissued or outstandil
Common stock, $.01 par value; 5,200,000 share®dnéu, 2,957,999 shares issued,
2,634,215 and 2,601,103 shares outstanding ati@bpte30, 2009 and September 30, 2C

respectively
Additional paic-in capital
Retained earning- substantially restricte
Accumulated other comprehensive (lo

Treasury stock, 323,784 and 356,896 common shatresst, at September 30, 2009 and

September 30, 2008, respectiv
Total shareholders equity

Total liabilities and shareholders equity

See Notes to Consolidated Financial Statements.

$ 6,16¢ $ 2,96°
9 5,18¢

17,56¢ 19,71

347,27: 184,12:

391,60¢ 427,92

7,05( 8,097

4,34¢ 4,497

4,11¢ 6,09¢

21,08¢ 21,99:

13,27( 12,75¢

2,05: —

2,21¢ 2,20¢

5,381 3,87¢

11,73¢ 10,80:

$ 834,77 $ 710,23¢
$ 442,15¢ $ 308,85:
15,60: 15,02¢

10,00: 9,39¢

39,82: 43,03¢

146,16 123,49:

653,74° 499,80«

74,80( 132,02:

25,00( —

6,68¢ 5,34¢

10,31( 10,31(

447 57¢

4,26¢ 4,29:

12,17+ 12,14¢

787 43. 664,50:

30 30

23,55: 23,05¢

31,62¢ 34,44;

(1,839) (5,022)

(6,029 (6,775

47 34 45,73

$ 834,77 $ 710,23¢
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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:

Loan fees

Gain on sale of membership equity interests

Bank-owned life insurance incon

Gain on sale of branch offic

Gain (loss) on RE(

Other income

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

Income (loss) from continuing operations beforincome tax expensi
(benefit)
Income tax expense (benefit) from continuing operai

Income (loss) from continuing operations
Gain on sale from discontinued operations befored
Income (loss) from discontinued operations befares
Income tax expense (benefit) from discontinued afens
Income (loss) from discontinued operation:

Net income (loss

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

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

Income (loss) from discontinued operatic
Net income (loss

Dividends declared per common shz

See Notes to Consolidated Financial Statem:

For the Years Ended September 3(

2009 2008 2007

$ 25567 $ 25,90¢ 25,58
10,23 8,48t 5,50(

93t 3,02t 6,69(

36,72¢ 37,41¢ 37,77

5,341 7,75¢ 11,66

3,56¢ 5,657 5,30:

8,907 13,41 16,96,

27 81 24,00: 20,80;

18,71 2,71¢ 3,16¢

9,10¢ 21,28¢ 17,63

77,50: 34,63 15,37t

761 24 49€

74¢ 832 88t

66C 777 58¢

51E 542 —

512 49¢ 43¢

— — 3,331

(1,015) — 20

28E 387 73t

79,96¢ 37,69¢ 21,85¢

33,54( 15,63( 6,37

32,74 25,73 18,24

7,97¢ 6,61¢ 4,00¢

3,74¢ 3,38¢ 2,96¢

2,181 1,24¢ 911

1,82z 1,25( 797

9,072 7,95¢ 3,657

91,08 61,82 36,95¢

(2,000) (2,836) 2,53¢

(549) (1,007) 1,227

(1,469) (1,83 1,312

— 2,30¢ —

— 76 (394)

— 1,57¢ (259)

— 811 (147)

$ (1,469 $ (1,029) 1,171
$ (0.56) $ (0.79) 0.5
— 0.31 (0.0€)

$ (0.56 $ (0.40) 0.4¢
$ (0.56) $ (0.6¢) 0.5(
— 0.31 (0.05)

$ (0.56 $ (0.39) 0.4E
$ 05: $ 0.5 0.5
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income (Es)
(Dollars in Thousands)

Year Ended
September 30,
2009 2008 2007
Net income (loss $ (1,469 $ (1,029 $ 1,171
Other comprehensive income (los
Change in net unrealized gains (losses) on segsidtiailable for sal 4,317 (2,69 1,42
Gains realized in net incon 761 24 49€
5,07¢ (2,679 1,91¢
Deferred income tax effe 1,894 (997) 71F
Total other comprehensive income (lo 3,18¢ (1,677) 1,20¢
Total comprehensive income (los $ 1,721 $ (2,700 $ 2,374

See Notes to Condensed Consolidated FinancialnSeats.
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES
Consolidated Statements of Changes in Shareholdersguity
For the Years Ended September 30, 2007, 2008 and020
(Dollars in Thousands, Except Share and Per Shat&) D

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

Balance, September 30, 20 $ 30 $ 20,96¢ $ 36,95: $ (4,54¢) $ (509 $ (7,79¢) $ 45,09¢
Cash dividends declared on common stock

($.52 per share — — (1,319 — — — (1,319
Issuance of 55,350 common shares from

treasury stock due to exercise of stock

options — (130) — — — 822 692
Stock compensatic — 1,115 — — — — 1,115
5,750 common shares committed to be

released under the ES( — 2 — — 132 — 134
Change in net unrealized losses on securiti

available for sale, ne — — — 1,20z — — 1,20:
Net income for year ended September 30, : = = 1,171 — — — 1,171
Balance, September 30, 2007 $ 30 $ 21,95¢ $ 36,80t $ (3,349 $ (3779 $ (6,979 $ 48,09¢
Balance, September 30, 20 $ 30 $ 21,95¢ $ 36,80 $ (3,345 $ B77) $ (6,979 $ 48,09¢
Cash dividends declared on common stock

($.52 per share — — (1,340 — — — (1,340
Issuance of 11,386 common shares from

treasury stock due to exercise of stock

options — 1 — — — 19¢ 19¢
Stock compensatic — 901 — — — — 901
16,562 common shares committed to be

released under the ES( — 19¢ — — 377 — 57¢
Change in net unrealized losses on securiti

available for sale, ne — — — (1,677) — — (1,677)
Net loss for year ended September 30, 2 — — (1,029 — — — (1,029)
Balance, September 30, 2008 $ 30 $ 23,05¢ $ 34,44: $ (5,029 $ — 3 (6,779 $ 45,73!
Balance, September 30, 20 $ 30 $ 23,05¢ $ 34,44 $ (5,027) $ — 3 (6,775 $ 45,73
Cash dividends declared on common stock

($.52 per share — — (1,359 — — — (1,359
Issuance of 21,624 common shares from

treasury stock due to exercise of stock

options — (159) — — — 16¢€ 15
Stock compensatic — 641 — — — 14¢€ 78¢
18,446 common shares committed to be

released under the ES( — 5 — — — 43t 44C
Change in net unrealized losses on securiti

available for sale, ne — — — 3,18¢ — — 3,18¢
Net loss for year ended September 30, 2 — — (1,469 — — — (1,467)
Ba|ance’ September 30' 2009 $ 30 $ 23,55: $ 31,62( $ (1,832) $ — $ (6,021) $ 47,345

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(

2009 2008 2007
Cash flows from operating activities:
Net income (loss $ (1,467 $ (1,029 $ 1,171
Adjustments to reconcile net income (loss) to rehcprovided by (used in) operating
activities:
Effect of contribution to employee stock ownerspian 44C 57t 134
Depreciation, amortization and accretion, 5,97( 3,20¢ 2,58(
Provision for loan losse 18,71 2,71t 3,16¢
(Gain) on sale of branch — — (3,33))
(Gain) on sale of investments available for sade (767) (24) (496)
(Gain) on sale of membership equity interests (515) (543 —
Loss (gain) on sale of oth 94¢ (812) (72)
Net change in accrued interest receivi 152 (308) (227)
Net change in other assi (460) (24,149 (2,410
Net change in accrued interest pay: (131) (264) (53
Net change in accrued expenses and other liabi 4 (19,190 64¢
Net cash provided by (used in) operating activ-continuing operation 22,89¢ (39,08%) 1,214
Net cash provided by operating activi-discontinued operatior — 6,02¢ 457
Net cash provided by (used in) operating activitie 22,89¢ (33,059 1,667
Cash flows from investing activities:
Purchase of securities available for ¢ (287,119 (102,790 (13,21¢)
Net change in federal funds sc 5,17¢ 69,81: (75,000
Proceeds from sales of securities available fa& 32,47¢ 16,99( 1,09¢
Net change in securities purchased under agreemeesell — — 5,891
Proceeds from maturities and principal repaymehsecourities available for sa 97,18 37,35t 27,08¢
Loans purchase (50,359 (55,29() (44,917
Net change in loans receival 64,00" (19,96)) 52,83(
Proceeds from sales of foreclosed real e: 95¢ 59¢€ 31¢
Cash transferred to buyer on sale of bre — — (33,665
Net change in FHLB stoc 1,04z (4,077%) 1,03¢
Proceeds from the sale of premises and equip 2 10t 18
Purchase of premises and equipn (3,687%) (5,195 (4,75%)
Other, ne (1,894 1,28¢ —
Net cash (used in) investing activit-continuing operation (142,200 (61,172 (83,269
Net cash provided by investing activil-discontinued operatior — 17,59¢ 11,66«
Net cash (used in) investing activitie (142,200) (43,579 (71,605
Cash flows from financing activities:
Net change in checking, savings, and money maigbslts 131,27: 56,22¢ 37,56:
Net change in time depos 22,67 (33,239 (15,887
Net change in advances from FHLB and other borrga (32,22Y) 64,02¢ (21,300
Net change in securities sold under agreementptarchasi 1,33¢ 5,12¢ (14,95Y
Cash dividends pai (1,359 (1,340 (1,319
Stock compensatic 78¢ 901 1,115
Proceeds from exercise of stock optir 15 19¢ 54(
Net cash provided by (used in) financing activ-continuing operation 122,50° 91,90: (14,23
Net cash (used in) financing activit-discontinued operatior — (33,210 (4,275
Net cash provided by (used in) financing activitie 122,50° 58,69: (18,517
Net change in cash and cash equivalen 3,20t (17,940 (88,45()
Cash and cash equivalents at beginning of 2,96¢ 20,90: 109,35:
Cash and cash equivalents at end of $ 6,16¢ $ 2,96: $ 20,90
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META FINANCIAL GROUP, INC.
AND SUBSIDIARIES

Consolidated Statements of Cash Flows (Con't.)

(Dollars in Thousands)

Supplemental disclosure of cash flow informatior
Cash paid during the period f
Interest
Income taxe:

Supplemental schedule of nc-cash investing and financing activities
Net loans transferred to foreclosed real es
Cash received on sale of commercial b

Sale of Branche

Assets disposed ¢
Loans
Accrued interest receivab
Premises and equipme

Liabilities assumed by buye
Non-interest bearing demand, NOW, savings and moneliehdeposit:
Time deposit:
Other liabilities

(Gain) on sale of branches, 1

Cash paid upon sale of brancl
See Notes to Condensed Consolidated FinancialrSeats.
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For the Years Ended September 3(

2009

2008

2007

9,03¢ $ 14,275
2,601 47C

4,02¢ $ 27¢
— 8,22¢

18,31¢
57C

31¢€

(2,229
(14
(130)

11,14
28,03(

192
(3,33)

33,66¢
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include ttomants of Meta Financial Group, Inc. (the “Compgang unitary savings and loan
holding company located in Storm Lake, lowa, asdiholly owned subsidiaries which include MetaBéthie “Bank”), a federally chartered
savings bank whose primary federal regulator iSQffece of Thrift Supervision, First Services Firggal Limited and Brookings Service
Corporation, which offer noninsured investment pictd, and Meta Trust, which offers various trustises. The Company also owns 1009
First Midwest Financial Capital Trust | (the “Trl)stwhich was formed in July 2001 for the purpos$éssuing trust preferred securities. The
Trust is not included in the consolidated finanstatements of the Company. All significant intenpany balances and transactions have beel
eliminated. The results of discontinued operatioase been reported separately in the consolidatadcial statements and the previously
reported financial statements have been recladsifie

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 easteratis®akota and on a national basis for
the MPS division. The Company operates in the imgnikdustry, which accounts for the majority of levenues and assets. The Company
uses the “management approach” for reporting inédimm about segments in annual and interim findrstegiements. The management
approach is based on the way the chief operatingida-maker organizes segments within a companyntiking operating decisions and
assessing performance. Reportable segments age baproducts and services, geography, legaltatejananagement 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 estimatesassumptions that affect
the reported amounts of assets, liabilities andlaisire of contingent assets and liabilities atdate of the financial statements and the rept
amounts of revenue and expenses during the reggréiriod. Actual results could differ from thostimates. Certain significant estimates
include the allowance for loan losses, the valuatibgoodwill and the fair values of securities akder 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 egalvalents is defined to include the Company&haan hand and due from
financial institutions and short-term interest-tiegrdeposits in other financial institutions. TBempany reports cash flows net for customer
loan transactions, securities purchased under agngeto resell, deposit transactions, securitiéd woder agreements to repurchase, and F
advances with terms less than 90 days. The Bamqisred to maintain reserve balances in casmaeposit with the FRB, based on a
percentage of deposits. The total of those redealances was $220,000 and $1.1 million at SepteBe2009 and 2008, 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, 2009 the Compary/$2,000 and $1.2 million in interest bearing désd®eld at the FHLB and FRB,
respectively. At September 30, 2009 the Companynioaigderal funds sold at several private institusi The Company does not believe these
carry a significant risk of loss, but cannot previssurances that no losses could occur if theiaiions were to become insolvent.
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SECURITIES

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

Gains and losses on the sale of securities arendgietsd using the specific identification methoddxhen 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 #aeel yield method, is included in income as earned.

Declines in the fair value of individual securitieslow their amortized cost that are deemed totherdghan-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 prospecthe 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 byatleavance for loan losses and any deferred feessts 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 discontinuatierest income is subsequently recognized
only to the extent that cash payments are receinét] in management’s judgment, the borrower Ihasability to make contractual interest and
principal payments, in which case the loan is retdrto 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, 2009 and 2008, the Bank was
servicing loans for others with aggregate unpaidgipal balances of $26.8 million and $28.7 millisaspectively.

ALLOWANCE FOR LOAN LOSSES

Because some loans may not be repaid in full, lawahce for loan losses is recorded. The allowdockan 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@a'dic evaluation of the adequacy of the alloveais based on the Company’s past loan
loss experience, known and inherent risks in thé&fqm, adverse situations that may affect therbewer’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 allneais 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 loaffiésctive 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 loases to require an increase, such increase
is reported as a component of the provision fon llogses.

The allowance consists of specific, general, arallocated components. The specific componenteglat loans that are classified
either as doubtful, substandard, or special mentkor 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 cargton loans, and automobile, manufactured hommesie equity and second mortgage loans.
Commercial and agricultural loans and mortgagedaatured by other properties are evaluated ingéligl for impairment. When analysis of
borrower operating results and financial condifimicates that underlying cash flows of the borrdsbusiness 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 assetseddhuough, or in lieu of, loan foreclosure arigiatly recorded at the lower of cost
or fair value less selling costs at the date oédtorsure, establishing a new cost basis. Any iauto 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 inéonreductions 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 defeta@es computed based on
expected future tax consequences of temporaryrdiftes 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 =i

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 positisvould be sustained in a tax examination,
with a tax examination being presumed to occure dimount 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 torrectax 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 principbihyusing the straight-line method over the estihatgeful lives of the assets, which range
from 15 to 39 years for buildings, 5 to 20 yeansléasehold improvements and 3 to 7 years for furej fixtures and equipment. These assets
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 &isve been isolated from the Company, (2) tresferee 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 contra&arnings on the contracts are
based on the earnings on the cash surrender Vedsanortality costs.
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EMPLOYEE STOCK OWNERSHIP PLAN

The Company accounts for its employee stock owtigrgan (ESOP) in accordance with AICPA StatemériRasition (SOP) 93-6.
Under SOP 93, the cost of shares issued to the ESOP, butetalipcated to participants, are presented irctimsolidated balance sheets i
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, meimmitments to make loans which are not reflertéde consolidated
financial statements.

GOODWILL AND INTANGIBLE ASSETS
Goodwill and intangible assets are not amortizeidabel subject to an impairment test at least afyoaimore 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 suddruagreements to repurchase identical secugiteesollateralized 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 securities are reflected as a liability. Theusities underlying the agreements remain ir
asset accounts of the Company.

REVENUE RECOGNITION

Interest revenue from loans and investments isgr@zed on the accrual basis of accounting as teedst is earned according to the
terms of the particular loan or investment. Incdroen service and other customer charges is recedraz earned. Card fee revenue within the
MPS division is recognized as services are perfdrarel service charges are earned in accordanceheitierms 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 outstguadiring 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 atbmprehensive 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

The Company accounts for stock based compensatmecordance with ASC 718, compensation expensgiare based awards is
recorded over the vesting period at the fair valiihe award at the time of grant. The recordihguzh compensation expense began on
October 1, 2005 for shares not yet vested as dfite and for all new grants subsequent to thiat darior years’ results have not been
restated. The exercise price of options or faineaf nonvested shares granted under the Compamgstive plans is equal to the fair market
value of the underlying stock at the grant datbe Tompany assumes no projected forfeitures atatk based compensation, since actual
historical forfeiture rates on its stock based e awards has been negligible.
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RECLASSIFICATIONS
Certain reclassifications have been made to peoios’ consolidated financial statements to pretteem on a basis comparable
within the current period’s consolidated finandtdtements.

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 providatigof the authoritative literature related to atalar topic in one place. The Codification
supersedes all pre-existing accounting and regpstiandards, excluding separate rules and othenpitive 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 authrithe Company has adopted the Codification inp@od ending September 30, 2009 anc
principal impact on the Company’s consolidatedriicial statements is limited to disclosures asudlire 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 referenceisestandards issued and adopted prior to the aoptithe 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 acéisibly requiring enhanced
disclosures to enable investors to better undedstair effects on an entity’s financial positidimancial 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 Nog 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 ASTdB& not have a significant effect on the Compargnsolidated financial statements.

In April 2009, the FASB issued ASC 320 (FASB Stffsition 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 relatether-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 Sfaffsition FAS 107-1 and APB 28-1jterim Disclosures about Fair Value of
Financial Instrument.. ASC 820 requires disclosures about fair valunaincial instruments for interim reporting persodf publicly traded
companies as well as in annual financial statemefA&C 820 also requires those disclosures in sumathfinancial information at interim
reporting periods. ASC 820 is effective for finedstatements issued after June 15, 2009. Thep@onynadopted ASC 820 beginning June 30,
2009 with no material impact on the Company’s ficiahposition, results of operation or cash flows.
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NOTE 2. DISCONTINUED BANK OPERATIONS
Sale of MetaBank West Central

On November 29, 2007, the Company entered int@agemment to sell MetaBank WC. MetaBank WC hasetiwranch offices in
Stuart, Casey, and Menlo, lowa. MetaBank WC imteschartered commercial bank whose primary fédegalator is the FRB of Chicago.
On March 28, 2008 the Company consummated theo$alietaBank WC to Anita Bancorporation (lowa). Th&nsaction involved the sale of
the stock of MetaBank WC for approximately $8.2limil and generated a pre-tax gain on sale of $2lBm 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 peistod amounts reclassified as
assets and liabilities related to discontinued afp@ns on the consolidated statements of finardatition and as discontinued operations on
the consolidated statements of operations and tidated statement of cash flows. The notes to tmesaclidated financial statements have also
been adjusted to eliminate the effect of discomihbank operations.

Presented below are condensed financial staterferitetaBank WC.

CONDENSED STATEMENTS OF FINANCIAL CONDITION - DISCO NTINUED OPERATIONS

September 30 2009 2008
(Dollars in Thousands)

ASSETS

Cash and cash equivale! $ — 3 —

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

Total assets related to discontinued operatior $ — $ —
LIABILITIES
Deposits $ — 3 —

Other borrowings — —
Other liabilities = =

Total liabilities related to discontinued operatiors $ — $ —
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CONDENSED STATEMENTS OF OPERATIONS FOR DISCONTINUED OPERATIONS

September 30, 2009 March 28, 2008 September 30, 2007
(Dollars in Thousands)
Interest incom $ — % 77€¢  $ 2,221
Interest expens — 51¢ 1,30¢
Net interest income — 261 91€
Provision for loan losse — (57) 627
Net interest income after provision for loan losse — 31¢ 28¢
Non-interest incom — 2,441 21€
Nor-interest expens = 374 89¢
Net income (loss) before income tax expen — 2,38t (399
Income tax expense (benel — 1,574 (259
Net income (loss) from discontinued operation $ — 3 811 $ (149

NOTE 3. EARNINGS PER COMMON SHARE (EPS)

A reconciliation of the income (loss) and commarcktshare amounts used in the computation of lasidiluted EPS for the fiscal
years ended September 30, 2008, 2007 and 2006ssried below

2009 2008 2007
(Dollars in Thousands, Except Share and Per Sharedia)

Earnings (Loss)

Income (loss) from continuing operatic $ (1,467 $ (1,839 $ 1,312

Discontinued operations, net of t $ — 811 (147)

Net income (loss $ (1,462 $ (1,027 $ 1,171
Basic EPS

Weighted average common shares outstan 2,606,07: 2,595,58 2,550,19.

Less weighted average nonvested sh (4,995 (6,667 (25,217)

Weighted average common shares outstan 2,601,07 2,588,92 2,524,98!
Earnings (Loss) Per Common Shari

Income (loss) from continuing operatic $ (0.5¢) $ 0.7 $ 0.52

Discontinued operations, net of t — 0.31 (0.0€)

Net income (loss $ (0.56) $ (0.40) $ 0.4€
Diluted EPS

Weighted average common shares outstanding foc kashings per common

share 2,601,07 2,588,92 2,524,98

Add dilutive effect of assumed exercises of stopghams, net of tax benefi — 57,20¢ 92,91¢

Weighted average common and dilutive potential comshares outstandit 2,601,07 2,646,13 2,617,89
Earnings (Loss) Per Common Shari

Income (loss) from continuing operatic $ (0.5¢) $ (0.69) $ 0.5C

Discontinued operations, net of t — 0.31 (0.05)

Net income (loss $ (0560 $ 0.39) $ 0.4¢

Stock options 490,058, 127,907, and 26,682 wereamsidered in computing diluted earnings per comstware for the years ended
September 30, 2009, 2008, and 2007, respectivebguse they were not dilutive.
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NOTE 4. SECURITIES

Year end securities available for sale were asvdl

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2009 COST GAINS (LOSSES) VALUE

(Dollars in Thousands)
Debt securitie!

Trust preferred and corporate securi $ 25,808 $ — 8 (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
GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED FAIR
2008 CcosT GAINS (LOSSES) VALUE

(Dollars in Thousands)
Debt securitie!

Trust preferred and corporate securi $ 25,79t $ 25 % (7,640 $ 18,17
Obligations of states and political subdivisic 1,53¢ 17 (14) 1,537
Mortgagebacked securitie 184,51! 47¢€ (870) 184,12:
Total debt securitie $ 211,84« $ 52C $ (8,530) $ 203,83

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

At September 30, 2009

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

Key Corp. Capital $ 498C $ 347t $ (1,505 BB Baa2
Huntington Capital Trust Il S 4,96¢ 2,04¢ (2,927) B Baa3
Bank Boston Capital Trust IV (¢ 4,96( 2,90z (2,057 B Baa3
Bank America Capital Il 4,94¢ 2,902 (2,04¢) B Baa3
PNC Capital Trus 4,94¢ 3,09¢ (1,85() BBB Baal
Cascade Capital Trust | 144A ( 50C 27¢ (22%)
CNB Invt Tr Il Exchangeable Pfd Ser B { 50C 50C —

Total $ 25,808 $ 15,20 $ (10,604

(1) Trust preferred securities are single-issuarideere are no known deferrals, defaults or exsaebsrdination.
(2) Bank Boston now known as Bank of America.
(3) Securities not rated.

The Company’s management reviews the status aesipatimpairment of the trust preferred securitesa 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 eaiatetermine due to the single-issuer, rather gwoied, nature of the securities, the condition
of the five banks listed, and whether there haventsny payment deferrals or defaults to-date. $actors 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@09 and 2008 are as follows:

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 corpore
securities $ — 3 — $ 15,20 $ (10,609 $ 15,20 $ (10,609
Obligations of states and politic
subdivisions — 2,36¢ 2,36¢ —
Mortgage-backed securitie 17,78( (37 10,78: (59) 28,56 (96)
Total debt securitie $ 17,78C $ 37 $ 28,34¢ $ (10,669 $ 46,12¢ $ (10,700
LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Fair Unrealized Fair Unrealized Fair Unrealized
2008 Value (Losses) Value (Losses) Value (Losses)
(Dollars in Thousands)
Debt securitie:
Trust preferred and corporate
securities $ 42t % (75 $ 17,22¢  $ (7,570) $ 17,64¢ $ (7,64¢)
Obligations of states and politic
subdivisions 41¢ (19 — — 41¢ 249
Mortgage-backed securitie 115,22! (870) 26 — 115,25: (870)
Total debt securitie $ 116,06¢ $ (959 $ 17,25(C $ (7,57) $ 133,31¢ $ (8,530

As of September 30, 2009, the investment portfiolduded 7 securities with current unrealized Igssbich 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 flaegther-than-temporary impairment was recordegeatember 30, 2009. In addition, the
Company has the intent and ability to hold thesestment securities for a period of time sufficienallow for 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 matwatggories in the following maturity summary.

September 30, 2009

AMORTIZED
COST

FAIR
VALUE

Due in one year or le:

Due after one year through five ye.
Due after five years through ten ye
Due after ten yeal

Mortgage-backed securitie
Total debt securitie

(Dollars in Thousands)

$ — $ —
1,572 1,63¢

68¢€ 727

25,80¢ 15,20!

28,06: 17,56¢

339,70t 347,27.

$ 367,76¢ $ 364,83t
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Activities related to the sale of securities avalgafor sale are summarized below.

2009 2008 2007
(Dollars in Thousands)

Proceeds from sal¢ $ 32,47¢ $ 16,99 $ 1,09¢
Gross gains on sal 762 62 49¢€
Gross losses on sal 1 37 —

NOTE 5. LOANS RECEIVABLE, NET

Year end loans receivable were as follows:

September 30, 2009 2008
(Dollars in Thousands)
One to four family residential mortgage loz $ 48,77C $ 56,36:
Commercial and mu-family real estate loar 232,75( 222,65:
Agricultural real estate loat 26,75¢ 30,04¢
Consumer loan 35,99¢ 49,32¢
Commercial business loa 26,86¢ 44,97:
Agricultural business loar 27,88¢ 31,15:
Total Loans Receivabl 399,03: 434,51:
Less:
Allowance for loan losse (6,999 (5,732
Undisbursed portion of loans in proct (264) (693)
Net deferred loan origination fe (16€) (160)
Total Loans Receivable, N $ 391,60¢ $ 427,92t

Annual activity in the allowance for loan lossessves follows:

Year ended September 3C 2009 2008 2007
(Dollars in Thousands)

Beginning balanc $ 5732 $ 4,49 $ 6,391

Provision for loan losse 18,71 2,71¢ 3,16¢

Recoverie: 632 73 54¢

Charge offs (18,089 (1,549 (5,615

Ending balanc: $ 6,99¢ $ 5732 $ 4,49

Virtually all of the Company’s originated loans @oelowa- and South Dakota-based individuals am@uoizations. The Company’s
purchased loans totaled $67.7 million at SepterBbeR009, which were secured by properties located, percentage of total loans, as
follows: 7% in Oregon, 3% in lowa, 2% in Washingtd% each in Minnesota, North Dakota, Florida Btiskouri, and the remaining 1% in
nine other states.

The Company originates and purchases commercicgségte 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 $25.8 million
of loans secured by hotel properties and $55.4anibf multi-family properties at September 30, 200rhe Company’s commercial real estate
loans include
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$16.3 million of loans secured by hotel properdad $44.2 million of multi-family properties at Sember 30, 2008. The remainder of the
commercial real estate portfolio is diversifiedibglustry. The Company’s policy for requiring cedleal and guarantees varies with the
creditworthiness of each borrower.

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

Year ended September 30, 2009 2008
(Dollars in Thousands)
Year-end impaired loans with no allowance for loan Issséocatec $ — $ —
Yeal-end impaired loans with allowance for loan losdescated 19,41( 15,90¢
Amount of the allowance allocated to impaired lo 5,057 3,54(
Average of impaired loans during the y: 18,93( 6,512

Interest income and cash interest collected oniimgdoans was not material during the years er@atember 30, 2009 and 2008.

Non-Accruing loans were $12.6 million and $2.8 roill at September 30, 2009 and 2008, respectivEfere were no accruing loans
delinquent 90 days or more at September 30, 28@@ruing loans delinquent 90 days or more were $4lion at September 30, 2008.

NOTE 6. LOAN SERVICING

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

2009 2008
(Dollars in Thousands)

Mortgage loan portfolios serviced for FNN $ 17,02¢ $ 18,66¢
Other 9,741 10,02¢
$ 26,77 3 28,69¢

NOTE 7. PREMISES, FURNITURE, AND EQUIPMENT, NET

Year end premises and equipment were as follows:

September 30, 2009 2008
(Dollars in Thousands)

Land $ 2,68¢ $ 2,68¢
Buildings 14,34 14,17
Furniture, fixtures, and equipme 19,41t 16,02t
36,44¢ 32,88¢
Less accumulated depreciati (14,457 (10,89¢)
$ 21,98¢ $ 21,99:

Depreciation expense of premises, furniture, andpagent included in occupancy and equipment expe@seapproximately $3.6
million, $2.8 million, and $1.8 million for the yemended September 30, 2009, 2008, and 2007, tesdgc
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NOTE 8. TIME CERTIFICATES OF DEPOSITS

Time certificates of deposits in denominations D& 000 or more were approximately $48.3 milliod $26.7 million at
September 30, 2009, and 2008, respectively.

At September 30, 2009, the scheduled maturitigbre certificates of deposits were as follows fog years ending:

September 30,
(Dollars in Thousands)

2010 $ 95,15¢
2011 31,36(
2012 7,391
2013 10,51¢
2014 1,73¢
Total Certificates $ 146,16:

NOTE 9. ADVANCES FROM THE FEDERAL HOME LOAN BANK

At September 30, 2009, the Compagtdvances from the FHLB had fixed rates rangiomfB8.57% to 7.01% with a weighted avet
rate of 5.66%. The scheduled maturities of FHLBaates were as follows for the years ending:

September 30,

(Dollars in Thousands)

2010 $ 19,00(
2011 11,00(
2012 —
2013 2,50(
2014 _
Thereaftel 8,50(
Total FHLB Advance: $ 41,00(

The Company had one advance in the amount of $Bidmmwith a weighted average fixed rate of 6.19€arrying a quarterly call
provision, whereby the FHLB can elect to acceletiagematurity of this borrowing. This advancehswn in the above table at its stated
maturity date, which is 2009. The Company also$@@18 million in overnight federal funds purcha$exn the FHLB at a rate of 0.35%.

As of September 30, 2008, the Company’s advanoes fhe FHLB totaled $112.0 million and carried agited average rate of
3.67%. The Company also had $20.0 million in oigérhfederal funds purchased from the FHLB at a oit1.66%.

The Bank has executed blanket pledge agreementelshthe Bank assigns, transfers, and pledge®t6th B and grants to the
FHLB a security interest in all mortgage collateaatl securities collateral. The Bank has the fighise, commingle, and dispose of the
collateral it has assigned to the FHLB. Undergbeeement, the Bank must maintain “eligible coftafethat has a “lending value” at least
equal to the “required collateral amount,” all &fided by the agreement.
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At year end 2009, and 2008, the Bank pledged seesiwith fair values of approximately $157.1 noiliand $82.1 million,
respectively, against specific FHLB advances. dditon, qualifying mortgage loans of approximat&/1.1 million, and $43.3 million were
pledged as collateral at September 30, 2009 and, 266pectively.
NOTE 10. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Securities sold under agreements to repurchadedaaproximately $6.7 million and $5.3 millionS¢ptember 30, 2009 and 2008,
respectively.

An analysis of securities sold under agreementsgarchase follows:

September 30, 2009 2008

(Dollars in Thousands)
Highest mont-end balanc: $ 24,35. $ 51,43¢
Average balanc 13,29¢ 9,79
Weighted average interest rate for the y 0.55% 3.0(%
Weighted average interest rate at yeal 0.4%% 1.22%

The Company pledged securities with fair valueaggroximately $21.3 million at September 30, 2G89¢ollateral for securities sold
under agreements to repurchase. There were $iffighrsecurities pledged as collateral for sedesitsold under agreements to repurchase at
September 30, 2008.

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 jjueation with the Trust’s issuance of 10,000 sharfesrust 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. Distributiars paid semi-annually. Cumulative cash distidng are calculated at a variable rate of
LIBOR (as defined) plus 3.75% (4.38% at SeptemBeB09 and 7.73% at September 30, 2008), 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 commah.sto

Although the securities issued by the trusts aténotuded as a component of shareholders’ eqthitysecurities are treated as capital
for regulatory purposes, subject to certain liniitas.
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NOTE 12. EMPLOYEE STOCK OWNERSHIP AND PROFIT SHARI NG PLANS

The Company maintains an Employee Stock Ownerdhaip (ESOP) for eligible employees who have 1,000rf@f employment wit
the Bank, have worked one year at the Bank andhalve attained age 21. ESOP expense of $388,008,3B and $134,000 was recorded
for the years ended September 30, 2009, 2008 abid| 2&spectively. Contributions of $440,000, $896,and $132,000 were made to the
ESOP during the years ended September 30, 2008,80D2007, respectively. During the year endgie®eber 30, 2008 the ESOP made its
final principal payment to the Company. The ES@& horrowed money from the Company to purchasessherthe Company’s common
stock. Shares purchased by the ESOP were heldgspesse 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 senRecmr to the completion of seven years of
credited service, a participant who terminates eyrpkent for reasons other than death or disabi#itgives a reduced benefit based on the
ESOP’s vesting schedule. Forfeitures are reakbmcamong 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, 2009, 2008 & 28,446 shares, 16,562 shares and 5,750 shihes fair value of $23.86,
$17.00 and $39.85 per share, respectively, weeasel. Also for the years ended September 30, 2008 and 2007, allocated shares and
total ESOP shares reflect 254 shares, 47,336 steareé6,440 shares, respectively, withdrawn freenESOP by participants who are no
longer with the Company or by participants divefisi) their holdings and 535 shares, 1,265 sharek3:621 shares, respectively, purchased
for dividend reinvestment.

Year-end ESOP shares are as follows:

September 30, 2009 2008 2007
(Dollars in Thousands)

Allocated share 209,43¢ 191,77 221,28

Unearned share — — 16,56:

Total ESOP share 209,43 191,77 237,84!

Fair value of unearned shai $ — 3 — 3 66C

The Company also has a profit sharing plan covesutgstantially all full-time employees. Contrilartiexpense to the profit sharing
plan, included in compensation and benefits, feryidars ended September 30, 2008, and 2007 was085&nd $311,000, respectively.
There was no contribution expense to the profitialggplan for the year ended September 30, 2009.

NOTE 13. SHARE BASED COMPENSATION PLANS
The Company maintains the 2002 Omnibus Incentia@ 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 awetipients or other relevant factors.
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The following table shows the effect to income, ofeiax benefits, of share-based expense recordtitkiyears ended September 30,
2009, 2008 and 2007.

Year Ended September 30, 2009 2008 2007
(Dollars in Thousands)

Total employee stock-based compensation expensgmzed in income, net of tax effects
$75, $191 and $191, respectiv: $ 714 $ 90¢ $ 92¢

As of September 30, 2009, stock-based compensatipense not yet recognized in income totaled $2®6ythich is expected to be
recognized over a weighted average remaining pefi@lo5 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, 2009, 2008, and 2007, 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, 2009 2008 2007
(Dollars in Thousands, Except Share and Per Sharedia)

Risk-free interest rat 1.50%- 2.82% 3.37%- 4.36% 4.46%- 5.14%
Expected annual standard deviat

Range 46.48%- 68.70% 19.36%- 33.46% 19.52%- 19.72Y

Weighted averag 51.04¥% 32.80¥% 19.62%
Expected life (years 6 7 7
Expected dividend yiel

Range 2.26%- 6.30% 1.34%- 3.25% 1.25%- 1.77%

Weighted averag 3.05% 3.18% 1.40%
Weighted average fair value of options grantedriuperiod $ 742 $ 458 % 10.2¢
Intrinsic value of options exercised during per $ 181 % 98 ¢ 1,48¢

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
2009, 2008 and 2007. 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 2009,
2008 and 2007. The fair value is determined baseithe fair market value of the Company’s stocklengrant date.

Year Ended September 30, 2009 2008 2007
(Dollars in Thousands, Except Share and Per Sharedba)

Weighted average fair value of nonvested sharastep

during perioc $ 16.0C $ 38.5¢ $ 39.8¢
Total fair value of nonvested shares vested dt
period $ 124 $ 41 $ 162
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In addition to the Company'’s active 2002 Omnibuzehtive Plan, the Company also maintains the 1986kSDption and Incentive
Plan. No new options were, or could have beenrdsdaunder the 1995 plan during the year endece8dgmr 30, 2009; however, previously
awarded but unexercised options were outstandidgnhis plan during the year.

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, 2009 and 2008.

Options outstanding, September 30, 2
Granted

Exercisec

Forfeited or expires

Options outstanding, September 30, 2

Options exercisable end of ye

Options outstanding, September 30, 2
Granted

Exercisec

Forfeited or expirel

Options outstanding, September 30, 2

Options exercisable end of ye

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

(Dollars in Thousands, Except Share and Per Sharedin)

514,32t $ 23.8¢ 75 % 32¢
85,71 20.8(C
(21,629 14.67
(50C) 22.0¢
577,92. $ 23.7¢ 71z % 1,83¢
485,79¢ $ 23.1¢ 707 $ 1,58
Weighted
Weighted Average
Number Average Remaining Aggregate
of Exercise Contractual Intrinsic
Shares Price Term (Yrs) Value

(Dollars in Thousands, Except Share and Per Sharedia)

42426 $ 25.81 771 $ 5,971
121,49: 16.6¢
(14,989 20.7¢
(16,45() 27.4(
514,32¢ $ 23.8E 75: $ 32¢
397,97C $ 22.21 747 $ 31E
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Number of Weighted Average
Shares Fair Value At Grant
(Dollars in Thousands, Except Share and Per Sharedba)

Nonvested shares outstanding, September 30, 12,50C $ 32.9¢
Granted 5,20( 16.0(
Vested (6,86€) 18.0¢
Forfeited or expire: (7,500 38.5¢
Nonvested shares outstanding, September 30, 333 $ 24.4%
Number of Weighted Average
Shares Fair Value At Grant

(Dollars in Thousands, Except Share and Per Sharedba)

Nonvested shares outstanding, September 30, 6,66¢ $ 24.4:
Granted 10,00( 38.5¢
Vested (1,666 24.4:
Forfeited or expire: (2,500 38.5¢
Nonvested shares outstanding, September 30, 12,500 $ 32.9¢

NOTE 14. INCOME TAXES
The Company and its subsidiaries file a consoldiéeeral income tax return on a fiscal year basis.

The provision for income taxes from continuing @iEms consists of:

Years ended September 30, 2009 2008 2007
(Dollars in Thousands)
Federal:
Current $ 29¢ $ (329 $ 40&
Deferred (840 (58¢) 644
(541) (917) 1,04¢
State:
Current 12¢ (53 78
Deferred (130 (32 10C
(2) (85) 17¢
Income tax expense (benefit $ (549 $ (1,009 $ 1,22
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Total income tax expense (benefit) differs from sketutory federal income tax rate as follows:

Years ended September 30, 2009 2008 2007
(Dollars in Thousands)
Income tax expense (benefit) at 35% federal ta $ (682 $ (999 $ 88¢
Increase (decrease) resulting frc
State income taxes net of federal ber Q) (55) 89
Nontaxable buildup in cash surrender ve (174) (174) (159)
Incentive stock option expen 20C 203 191
Tax exempt incom (19 (21 (5)
Nondeductible expens: 101 69 12t
Other, ne 32 (32) 91
Total income tax expense (benefit $ (549 $ (1,009 $ 1,22i

Year-end deferred tax assets and liabilities inetLith other assets consist of:

September 30, 2009 2008
(Dollars in Thousands)

Deferred tax asset

Bad debt: $ 2,606 $ 2,13¢
Stock based compensati 47€ 39C
Net unrealized losses on securities availabledts 1,09: 2,98¢
Other, ne 75€ 34C
4,93¢ 5,852

Deferred tax liabilities
FHLB stock dividenc (422 (4449
Premises and equipme (88€) (789)
Deferred loan fee (61) (128)
(1,369 (1,36))
Net deferred tax asset: $ 3,56¢ $ 4,491

Federal income tax laws provided savings banks adtfitional bad debt deductions through SeptemBet 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, 200f] 2008. 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 determinatihow tax benefits claimed or expected to lagneéd on a tax return should be recor
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 consolidatedhiiied statements from such a position are
measured as the largest benefit that has a gteatefifty percent likelihood of being realized upoltimate resolution.
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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 mgidiom material changes during the period in #etS 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 2006 thru 200i#) few exceptions, remain open to examinatioridaeral 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 2009.

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 certagnhatory or discretionary actions by regulators, fiandertaken, 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 maimtimimum 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 SdpeB0, 2009, 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, 200!
MetaBank
Tangible capital (to tangible asse $ 55,81 6.6%$ 12,51( 1.5(% n/e n/e
Tier 1 (core) capital (to adjusted total ass 55,81 6.6¢ 33,36: 4.0C $ 41,70! 5.0(%
Tier 1 (core) capital (to risweighted asset: 55,81 11.7¢ 18,99 4.0C 28,48 6.0C
Total risk based capital (to risk weighted
assets 61,74¢ 13.01 37,98: 8.0C 47,47¢ 10.0¢
September 30, 200!
MetaBank
Tangible capital (to tangible asse $ 56,17 7.35%$ 11,46¢ 1.5(% n/e n/e
Tier 1 (core) capital (to adjusted total ass 56,17" 7.3t 30,58: 4.0C $ 38,22¢ 5.0(%
Tier 1 (core) capital (to risweighted asset: 56,17¢ 9.8¢ 22,74¢ 4.0C 34,11¢ 6.0C
Total risk based capital (to risk weighted
assets 61,901 10.8¢ 45,49; 8.0C 56,86¢ 10.0¢

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahmstitution without prior
approval of its primary regulator. The regulatoggtriction is based on a three-tiered system thighgreatest flexibility being afforded to well-
capitalized (Tier 1) institutions. The Bank igmantly a Tier 1 institution. Accordingly, the Blanan make, without prior regulatory approval,
distributions during a
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calendar year up to 100% of their retained netrimedor the calendar year-to-date plus retainednueime for the previous two calendar years
(less any dividends previously paid) as long ag teenain well-capitalized, as defined in promptreotive action regulations, following the
proposed distribution. Accordingly, at Septemb@r2)09, approximately $2.5 million of the Bank&tained earnings were potentially
available for distribution to the Company.

NOTE 16. COMMITMENTS AND CONTINGENCIES

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

At September 30, 2009 and 2008, unfunded loan comenits approximated $51.8 million and $57.4 milliespectively, excluding
undisbursed portions of loans in process. Unfuidad commitments at September 30, 2009 and 2008 mpréncipally for variable rate loan:
Commitments, which are disbursed subject to cettaitations, extend over various periods of tin@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&nts. The same credit policies and collategliirements are used in making
commitments and conditional obligations as are fisedn-balance-sheet instruments.

Since certain commitments to make loans and to fimed of credit and loans in process expire withming used, the amount does
not necessarily represent future cash commitmedntaddition, commitments used to extend creditageements to lend to a customer as long
as there is no violation of any condition estaldisin the contract.

Securities with fair values of approximately $6.0lion and $7.9 million at September 30, 2009 a0@&, respectively, were pledged
as collateral for public funds on deposit. Seasitvith fair values of approximately $23.4 milliand $6.5 million at September 30, 2009 and
2008, respectively, were pledged as collaterairfdividual, trust and estate deposits.

Under employment agreements with certain executifieers, certain events leading to separation ftbenCompany could result in
cash payments totaling approximately $4.3 millisroASeptember 30, 2009.

NOTE 17. LEASE COMMITMENTS

The Company has leased property under various neetable operating lease agreements which expiraratus times through 2024,
and require annual rentals ranging from $3,00B&03000 plus the payment of the property taxespabmaintenance, and insurance on
certain property.
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The following table shows the total minimum rerdaimmitment at September 30, 2009, under the leases.

September 30,
(Dollars in Thousands)

2010 $ 1,59(
2011 1,497
2012 1,49¢
2013 1,23¢
2014 1,06t
Thereaftel 3,52¢
Total Leases Commitmen $ 10,41

NOTE 18. SEGMENT REPORTING

An operating segment is generally defined as a compt of a business for which discrete financitdrimation 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¢benmunities 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 tiadgl 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 patkddfcompanies were not affiliates.

Traditional Banking Meta Payment
(1) Systems® All Others Total

Fiscal Year Ended September 30, 20(C

Interest incomt $ 35,08 $ 9,41t $ (7,779 $ 36,72¢

Interest expens 15,33 844 (7,269 8,901

Net interest income (los 19,75 8,571 (503) 27,81¢

Provision for loan losse 10,42% 8,28¢ — 18,71

Nor-interest incom 2,48( 77,39¢ 93 79,96¢

Nor+-interest expens 18,80( 71,01¢ 1,26¢ 91,08
Income (loss) from continuing operations before (6,996 6,66¢ (1,675 (2,006

Income tax expense (bene (2,54%) 2,567 (565) (5439
Income (loss) from continuing operatic $ (4,45) $ 4,09¢ $ (1,110 $ (1,469
Inter-segment revenue (expen: $ 8,46¢ $ (8,466) $ — 3 —
Total asset 389,05: 441,79: 3,93( 834,77
Total deposit: 231,96: 422,09( (3049) 653,74
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Fiscal Year Ended September 30, 20C

Interest incomt

Interest expens

Net interest income (los
Provision for loan losse
Non-interest incomt
Nor-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
Nor+-interest expens

Income from discontinued operations before
Income tax expens

Income from discontinued operatic

Inter-segment revent

Traditional Meta Payment
Banking (1) Systems® All Others Total
37,257 $ 12,57 $ (12,41 37,41¢
24,08( 1,04: (11,709 13,41°¢
13,171 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%) 1,70% (152) (1,007)
(4,23) $ 3,25¢ $ (857) (1,839
6,12¢ $ (6,129 $ — —
405,04« 303,14 2,04¢ 710,23¢
216,22 284,80¢ (1,229 499,80
261
(57)
2,441
374
2,38t
1,57¢
811
17¢
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Fiscal Year Ended September 30, 20C

Interest incomt
Interest expens
Net interest income (los
Provision for loan losse
Non-interest incom
Nonr-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

(Loss) from discontinued operations before
Income tax (benefit

(Loss) from discontinued operatio

Inter-segment revent
Total asset
Total deposit:

Traditional Meta Payment
Banking (1) Systems® All Others Total
$ 37,92: $ 10,84t $ (10,999 37,77
26,95¢ 97 (10,08%) 16,96
$ 10,967 $ 10,74¢  $ (909) 20,80:
3,16¢ — — 3,16¢
5,95¢ 15,57¢ 32€ 21,85¢
15,47¢ 21,12¢ 354 36,95¢
(1,72]) 5,19¢ (936) 2,53¢
(512) 1,86z (129 1,22;
$ (1,209 $ 333 $ (817) 1,312
$ 6,11¢ $ 6,119 $ — —
391,41¢ 254,64 4,251 650,31(
280,07¢ 242,90: — 522,97¢
$ 91€
627
21€
89¢
(394)
(253)
$ (140
$ —
35,77(
24,61(
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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,

2009

2008

ASSETS

Cash and cash equivalel
Securities available for sa
Investment in subsidiarie
Other asset

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY

LIABILITIES
Loan payable to subsidiari
Subordinated debentur
Other liabilities

Total liabilities

SHAREHOLDERS'’ EQUITY
Common stocl
Additional paic-in capital
Retained earning
Accumulated other comprehensive (lo
Unearned Employee Stock Ownership Plan st
Treasury stock, at co
Total shareholders equity

Total liabilities and shareholders equity
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(Dollars in Thousands)

$ % $ 2,09¢
77E 95C

56,56 53,62

1,274 472

$ 58,71, $ 57,14
$ 25C $ 50C
10,31( 10,31(

807 601

$ 11,367 $ 11,41
30 30

23,55 23,05¢

31,62¢ 34,44;

(1,839) (5,027)

(6,022) (6,775

$ 47 345 $ 45,73
$ 58,71, $ 57,144
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CONDENSED STATEMENTS OF OPERATIONS

Years ended September 30, 2009 2008 2007
(Dollars in Thousands)
Dividend income from subsidiari — $ —  $ 1,25(
Gain on sale of securities available for ¢ — — 22t
Gain on sale of commercial bank subsidi — 2,30¢ —
Other income 11F 15€ 12t
Total income 11& 2,46t 1,60(
Interest expens 617 841 1,03:
Other expens 1,09t 27¢€ 14€
Total expense 1,712 1,115 1,17¢
Income (loss) before income taxes and equity undistributed net income of
subsidiaries (1,597) 1,34¢ 421
Income (loss) tax expense (bene (53€) 1,41¢F (87)
Income (loss) before equity in undistributed net icome (loss) of subsidiarie (2,062 (67) 50¢
Equity in undistributed net income (loss) of sukmiids (402) (956) 662
Net income (loss (1,469 $ (1,029 $ 1,171
CONDENSED STATEMENTS OF CASH FLOWS
For the Years Ended September 3( 2009 2008 2007
(Dollars in Thousands)
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss (1,467 $ (1,029 $ 1,171
Adjustments to reconcile net income to net cashigea by operating activite
Equity in undistributed net income (loss) of sulmmies 242 2,03( (66%)
(Gain) on sale of securities available for ¢ — — (22t
Change in other asse (1,047 1,14¢ (1,605
Change in other liabilitie 452 (693) 1,764
Other, ne 5 57E —
Net cash (used in) provided by operating activitie (1,81)) 2,03¢ 442
CASH FLOWS FROM INVESTING ACTIVITES
Investment in subsidial — (2,299 (200)
Proceeds from the sale of securities availabledde — — 727
Repayments on loan receivable from ES — 37€ 13z
Other, ne 17E 223 —
Net cash provided by (used in) investing activite 17t (1,699 76C
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in loan payable to subsidia (250) (210 —
Cash dividends pai (1,359 (1,340 (1,319
Proceeds from exercise of stock opti 15 19¢ 47¢
Other, ne 1,224 901 —
Net cash (used in) financing activitie: (364 (450) (840)
Net change in cash and cash equivaler (2,000 $ (115 $ 362
CASH AND CASH EQUIVALENTS
Beginning of yea 2,09 $ 2211 % 1,84¢
9% $ 2,09 $ 2,211

End of yeal
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The extent to which the Company may pay cash didddo shareholders will depend on the cash cuyraaailable at the Company,
as well as the ability of the Bank to pay dividetashe Company.

NOTE 20. SELECTED QUARTERLY FINANCIAL DATA (UNAUDI TED)

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

Fiscal Year 200¢

Interest incom: $ 8,72¢ $ 10,53 $ 8,46t $ 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) from continuing operatic 673 1,17t (2,582 (729
Income (loss) from discontinued operatic 0 0 0 0
Net income (loss 673 1,17¢ (2,587%) (729)
Earnings (loss) per common and common equivalere- basic
Income (loss) from continuing operatic $ 0.2¢ $ 04t $ 0.99 $ (0.2¢)
Income (loss) from discontinued operatic — — — —
Net income (loss 0.2¢ 0.4t (0.99 (0.28)
Earnings (loss) per common and common equivalere- diluted
Income (loss) from continuing operatic 0.2¢ 0.4t (0.99 $ (0.2§)
Income (loss) from discontinued operatic — — — —
Net income (loss 0.2¢ 0.4t (0.99) (0.2¢)
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z
Fiscal Year 200€
Interest incom $ 8,89¢ $ 9,89t $ 9,171 $ 9,45:
Interest expens 3,62¢ 3,67¢ 3,18( 2,931
Net interest incom 5,27¢ 6,21¢ 5,991 6,522
Provision for loan losse (130 20C 12t 2,52(
Net income (loss) from continuing operatic (790 1,202 (410 (1,837%)
Income (loss) from discontinued operatic 50 761 0 0
Net income (loss (740) 1,96¢ (410 (1,83%)
Earnings (loss) per common and common equivalere- basic
Income (loss) from continuing operatic $ 0.3) $ 047 $ (0.1¢) $ (0.7
Income (loss) from discontinued operatic 0.0z 0.2¢ — —
Net income (loss (0.2¢ 0.7¢ (0.1¢) (0.7)
Earnings (loss) per common and common equivalere- diluted
Income (loss) from continuing operatic (0.3)) 0.4¢€ (0.16) (0.6¢)
Income (loss) from discontinued operatic 0.0z 0.2¢ — —
Net income (loss (0.2¢ 0.7t (0.1¢) (0.6¢)
Dividend declared per sha 0.1z 0.1z 0.1z 0.1z

Fiscal Year 2007

Interest incom: $ 9,78: $ 9,72C $ 8,93 $ 9,33¢
Interest expens 4,79z 4,271 4,05¢ 3,84(
Net interest incom 4,991 5,44: 4,87¢ 5,49¢
Provision for loan losse 4,06: (225) (500) (170
Net income (loss) from continuing operatic (2,296 62C 2,23¢ 754
Income (loss) from discontinued operatic (40¢) 11t 33C (17¢)
Net income (loss (2,709 73k 2,564 57€
Earnings (loss) per common and common equivalare- basic
Income (loss) from continuing operatic $ (0929 $ 02t $ 0.8t $ 0.2¢
Income (loss) from discontinued operatic (0.16) 0.04 0.1z (0.07)
Net income (loss (.08 0.2¢ 1.01 0.22
Earnings (loss) per common and common equivalere- diluted
Income (loss) from continuing operatic (0.92) 0.24 0.84 0.2¢
Income (loss) from discontinued operatic (0.1¢) 0.04 0.1z (0.07)
Net income (loss (.08 0.2¢ 0.9¢ 0.21
Dividend declared per sha 0.1z 0.1z 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 idahtitstruments traded in active markets that then@any has the
ability to access at measurement date.

Level 2 Inputs- Valuation is based upon quoted prices for siniilatruments 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 techsidgjoat use significant assumptions not observaltled market and
are used only to the extent that observable ingrétshot available. These unobservable assumpiifiest the Company’s own
estimates of assumptions that market participaotddwse in pricing the asset or liability. Valioattechniques include use of option
pricing models, discounted cash flow models andlaintechniques.

A description of the valuation methodologies usadristruments measured at fair value, as welhagjeneral 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 failueaeffective October 1, 2008.

Securities Available for SaleSecurities available for sale are recorded ataine on a recurring basis. Fair value measuremdrased upon
guoted prices, if available. If quoted prices moéavailable, fair values are measured using degandent pricing service. Level 1 securities
include those traded on an active exchange, suttieddew York Stock Exchange, as well as U.S. Tigaand 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, 2009. Level 2 securities include@genortgage-backed securities and private colifiterd mortgage obligations, municipal
bonds and corporate debt securities.

The following table summarizes the assets of the@uoy for which fair values are determined on aiméeg basis as of
September 30, 2009.

Fair Value at September 30, 2009
(Dollars in Thousands) Total Level 1 Level 2 Level 3

Securities available for sa $ 364,83¢ $ — % 364,83¢ $ —
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Federal Home Loan BanFFHLB") Stock. FHLB stock is recorded at cost which is assuroagpresent fair value since the Company is
generally able to redeem this stock at par value.

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, 2009 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 inmpait in accordance with ASC 310 (SFAS
No. 114),Accounting for Creditors for Impairment of a LoaWhen the fair value of the collateral is base@brobservable 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 a-remmurring basis as of
September 30, 2009.

Fair Value at September 30, 2009

(Dollars in Thousands) Total Level 1 Level 2 Level 3
FHLB Stock $ 7,05C $ — 3 7,05 $ =
Foreclosed Assets, n 2,05: — 2,05z —
Loans 19,24 — 19,24: —
Total $ 28,34F $ — 3 28,34! $ —

The following table discloses the Company’s estaddair 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, 2009
and 2008, as more fully described below. The dfmers of the Company are managed from a going conte&sis and not a liquidation basis.
As a result, the ultimate value realized for thmaficial instruments presented could be substgntdidferent when actually recognized over t
through the normal course of operations. Additigna substantial portion of the Company’s inherealue is the Banks’ capitalization and
franchise value. Neither of these components baea given consideration in the presentation ofviaues below.

The following presents the carrying amount andestied fair value of the financial instruments hgydhe Company at September
2009 and 2008. The information presented is stibjechange over time based on a variety of factors
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2009 2008
Carrying Estimated Carrying Estimated
September 30, Amount Fair Value Amount Fair Value
(Dollars in Thousands)

Financial assets

Cash and cash equivale $ 6,16¢ $ 6,16¢ $ 2,96: $ 2,96:
Federal funds sol 9 9 5,18¢ 5,18¢
Securities available for sa 364,83t 364,83t 203,83« 203,83«
Loans receivable, ni 391,60¢ 396,64( 427,92¢ 426,52
FHLB stock 7,05( 7,05( 8,092 8,09z
Accrued interest receivab 4,344 4,34 4,49 4,49
Financial liabilities

Noninterest bearing demand depo 442 ,15¢ 442,15t 308,85: 308,85:
Interest bearing demand deposits, savings, and ynoaekets 65,42¢ 65,42¢ 67,46! 67,46
Certificates of depos 146,16: 148,67. 123,49 124,80¢

Total deposit: 653,74 656,25 499,80 501,12:
Advances from FHLE 74,80( 76,03¢ 132,02! 134,55¢
FRB TAF Borrowings 25,00( 25,00( — —
Securities sold under agreements to repurc 6,68¢ 6,68¢ 5,34¢ 5,34¢
Subordinated debentur 10,31( 10,65¢ 10,31( 17,83«
Accrued interest payab 447 447 57¢ 57¢

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

The following sets forth the methods and assumptiged in determining the fair value estimatestferCompany’s financial
instruments at September 30, 2009 and 2008.

CASH AND CASH EQUIVALENTS
The carrying amount of cash and short-term investais 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

To the extent available, quoted market prices atetequotes were used to determine the fair valisecurities available for sale. For
those securities which are thinly traded, or foichimarket data was not available, management asgirfair value using other available data.
The amount of securities for which quoted marketgs were not available is not material to thefptict as a whole.

LOANS RECEIVABLE, NET

The fair value of loans was estimated by discougntive future cash flows using the current rateghath similar loans would be made
to borrowers with similar credit ratings and fomdar remaining maturities. When using the disdaowgymethod to determine fair value, loans
were gathered by homogeneous groups with simitard@nd conditions and discounted at a targetatatdich similar loans would be made
borrowers as of September 30, 2009 and 2008. ditiand, when computing the estimated fair valuedthloans, 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 chegkiaposits, interest bearing checking depositshgay
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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, 2009 and 2008 for advances withain@ims 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 uslegved interest rates
approximating market as of September 30, 2009 808 @ver 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 tewns that are consistent with current marketserAccordingly, 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 aesed on existing on- and off-balance sheet fimhimstruments without attempting to
estimate the value of anticipated future businesstomer relationships and the value of assetdianitities 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 regaidimg expected loss experience, current econonniditions, risk characteristics of
various financial instruments and other factorbe§e 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, 2009 and 2008

are as follows:

Balance as of September 30, 2(
Acquisitions during the peric
Dispositions during the peric

Balance as of September 30, 2(

Balance as of September 30, 2(
Acquisitions during the peric

Balance as of September 30, 2(
Discontinued Operation:-Traditional Banking
Balance as of September 30, 2(
Dispositions during the period (

Balance as of September 30, 2(

Traditional Meta Payment Meta Payment
Banking Systems® Systems®
Goodwill Goodwill Patents Total
(Dollars in Thousands)
$ 1,50¢ 42 % 27¢ 2,20¢
— — 434 434
— (425) — (425)
$ 1,50¢ — $ 707 2,21t
Traditional Meta Payment Meta Payment
Banking Systems® Systems®
Goodwill Goodwill Patents Total
(Dollars in Thousands)
$ 1,50¢ — $ — 1,50¢
— 42F 273 69¢
$ 1,50¢ 425 $ 273 2,20¢
$ 1,89¢
(1,895

$ 000 —

(1) MetaBank WC was sold during the quarter endedickl 31, 2008.

The Company did not have any amortizable intangiskets recorded at September 30, 2009 and 2008.

The Company tests goodwill and intangible assetgripairment at least annually or more often if ditions indicate a possible
impairment. There was no impairment to goodwilll amangible assets during the years ended Septe36hb2009 and 2008.
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Iltem 9. Changes In and Disagreements with Accountants on Aounting and Financial Disclosure

Not applicable.

Item 9A(T). Controls and Procedures

(@) Disclosure Controls and Procedures

The Company’s management, with the participatiothefCompany’s Chief Executive Officer and Chiafdficial Officer, has
evaluated the effectiveness of the Company’s “d®ale controls and procedures”, as such term isetefn Rules 13a—15(e) and 15d—15
(e) of the Exchange Act as of the end of the petimebred by this report. Based upon that evaloatle Chief Executive Officer and Chief
Financial Officer concluded that the Company’s lisare controls and procedures were effectiveniely alerting them to the material
information relating to the Company required targuded in the Company’s periodic SEC filings. efé were no significant changes made in
the Company’s internal controls during the periodared by this report or, to the Company’s knowksdg other factors that could
significantly affect these controls subsequenhtdate of their evaluation.

(b) Management’s Annual Report on Inté@antrol over Financial 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 asuragarding 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; (ii) provide reasonable asmershat transactions are recorded as
necessary to permit preparation of financial statei:in accordance with GAAP, and that receiptsexpenditures 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 negpent or detect misstatements. Also, projectafreny 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, 2009, based on
the criteria set forth by the Committee of Sponspi®rganizations of the Treadway Commission inéitnal Control-Integrated Framework.”
After conducting the assessment, management detedntinat, as of September 30, 2009, 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
temporary rules of the SEC that permit us to prexadly management’s report in this annual report.

Iltem 9B. Other Information

None.
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PART IlI

Item 10. Directors, Executive Officers and Corpora¢ Governance

Directors

Information concerning directors of the Companintorporated herein by reference from the Compadgfiitive Proxy Statement
for the Annual Meeting of Shareholders to be haldénuary 2010, a copy of which will be filed ratiek than 120 days after September 30,
2009 (the “2008 Proxy Statement”).

Executive Officers

Information concerning the executive officers af hompany is incorporated herein by reference flenCompany’s 2009 Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in January 2010 and from the informatietrfarth under the caption “Executive
Officers of the Company Who Are Not Directors” cainied in Part |, ltem 1 “Description of Busines$'tlis Annual Report on Form 10-K.

Compliance with Section 16(a)

Section 16(a) of the Exchange Act requires the Gomijs directors and executive officers, and persams own more than 10% of a
registered class of the Company'’s equity securit@§le with the SEC reports of ownership andaep of changes in ownership of common
stock and other equity securities of the CompaDfficers, directors and greater than 10% sharehslde required by SEC regulation to
furnish the Company with copies of all Section }8¢ams they file.

To the Company’s knowledge, based solely on a wewiethe copies of such reports furnished to thenGany and written
representations that no other reports were requiveitig the fiscal year ended September 30, 2008gation 16(a) filing requirements
applicable to its officers, directors and grealemnt 10 percent beneficial owners were complied.with

Audit Committee Financial Expert

Information regarding the audit committee of thar@any’s Board of Directors, including informaticggarding Jeanne Partlow, the
audit committee financial expert serving on theibcaimmittee for fiscal 2009 is presented underitbadings “Meetings and Committees”,
“Audit Committee Matters” and under “Election ofrB¢tors” which contains Ms. Partlow’s biographytlie Companys 2009 Proxy Stateme
for the 2010 Annual Meeting of Stockholders to ké&lton January 25, 2010, and is incorporated hédxeieference.
Code of Ethics

We have adopted a written code of ethics withinntleaning of Item 406 of SEC RegulatioriKShat applies to our principal executi
officer and senior financial officers, a copy ofiatnis 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 ¢®@iporated herein by reference from the Compan@92Proxy Statement for the
Annual Meeting of Shareholders to be held in Janaad 0.

Iltem 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter

€) Security Ownership of Certain Beneficial Owners
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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 2009 Proxy Statement is incorpordtextin by reference.

(b) Security Ownership of Management

The information required by this item under thetiseccaptioned “Stock Ownership” of the 2009 Pr@tatement is incorporated
herein by reference.

(©) Changes in Control

Management of the Company knows of no arrangemierdsiding 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 Incentiae Rir purposes of issuing stock based compensttiemployees and
directors. An amendment to this plan, authorizngadditional 750,000 shares to be issued undeptan, 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 optian.prhe following table provides information abditeé 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 by
shareholder 577,92: $ 23.7¢ 592,72.
Equity Compensation plans not approved by
shareholder 0 $ 0.0c¢ 0

Iltem 13. Certain Relationships and Related Transaans, and Director Independence

Information concerning certain relationships amhgactions is incorporated herein by reference freCompany’s 2009 Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in January 2010.

Item 14. Principal Accountant 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 Public Accountants” in the Company’s 2Bfixy Statement for the Annual
Meeting of Shareholders to be held in January 2010.

Information concerning the pre-approval policied @anocedures of the Company’s Audit Committee édiporated by reference from
the discussion under the heading “Independent @&aicountants” of the Company’s 2009 Proxy Statetfamthe Annual Meeting of
Shareholders to be held in January 2010.
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PART IV

Item 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, 2009 and 2008.

3. Consolidated Statements of Operations for the YEaded September 30, 2009, 2008, and 2007.

4. Consolidated Statements of Comprehensive IncomssilLfor the Years ended September 30,
2009, 2008, and 2007.

5. Consolidated Statements of Changes in Sharehol8egrsty for the Years Ended September 30,
2009, 2008, and 2007.

6. Consolidated Statements of Cash Flows for the YEeaded September 30, 2009, 2008, and 2007.

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.

112




Table of Contents
SIGNATURES

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.

META FINANCIAL GROUP, INC.

Date: December 10, 2009 By: /s/J. Tyler Haah
J. Tyler Haah
(Duly Authorized Representativ

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbipothe following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

By: /s/J. Tyler Haah Date: December 10, 2009
J. Tyler Haahr, Preside
and Chief Executive Office
(Principal Executive Officer

By: /s/James S. Haa Date: December 10, 2009
James S. Haahr, Chairman of the Bc

By: /sl E. Wayne Coole Date: December 10, 2009
E. Wayne Cooley, Directc

By: /s/ E. Thurman Gaski Date: December 10, 20(
E. Thurman Gaskill, Directc

By: /s/ Brad Hansol Date: December 10, 20(
Bradley C. Hanson, Directt

By: /s/ Frederick V. Moort Date: December 10, 2009
Frederick V. Moore, Directc

By: /s/ Rodney G. Muilenbur Date: December 10, 2009
Rodney G. Muilenburg, Directc

By: /s/ Jeanne Partlo Date: December 10, 20(
Jeanne Partlow, Direct

By: /s/ David W. Leedon Date: December 10, 2009
David W. Leedom, Senior Vic
President and Chief Financial Offic
(Principal Financial and Accounting Office
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INDEX TO EXHIBITS

Exhibit

Number Description

3() Registrar’s Articles of Incorporation as currently in effefited on June 17, 1993 as an exhibit to the Regyif' s registratior
statement on Form-1 (Commission File No. -64654), is incorporated herein by referer

3(ii) Registrant’s Bylaws, as amended and restated, dgelxhibit 3(ii) to the Registrant’'s Report on iRat0-K for the fiscal year
ended September 30, 2008 (Commission File I-22140), is incorporated herein by referer

4 Registrant’'s Specimen Stock Certificate, filed anel17, 1993 as an exhibit to the Registrant’ssteggion statement on Form S-1
(Commission File No. -64654), is incorporated herein by referer

10.1 Registrant’s 1995 Stock Option and Incentive Pléed as Exhibit 10.1 to Registrant’s Report onmdr0-KSB for the fiscal year
ended September 30, 1996 (Commission File I-22140), is incorporated herein by referer

10.2 Registrant’'s 1993 Stock Option and Incentive Pléed on June 17, 1993 as an exhibit to the Regyid’s registration statement
Form &1 (Commission File No. -64654), is incorporated herein by referer

10.3 Registrant’s Recognition and Retention Plan, fdedJune 17, 1993 as an exhibit to the Registraegjstration statement on
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 RegistrarReport on Form 10-K
for the fiscal year ended September 30, 1997 (Casion File No. ®2140), is incorporated herein by reference. Rinsendmel
to such agreement, filed as an exhibit to the Regiss Report on Form 10-K for the fiscal year ed&eptember 30, 2008
(Commission File No.-22140), is incorporated herein by referer

10.5 Registrant’s Supplemental Employees’ Investment Riaginally filed as an exhibit to Registrant'sport on Form 10-KSB for
the fiscal year ended September 30, 1994 (Commigsle No. 0-22140). First amendment to such ages, filed as an exhibit
to the Registrant’s Report on Form 10-K for thedisyear ended September 30, 2008 (CommissiorNeilé-22140), is
incorporated herein by referen:

10.6 Employment agreement between MetaBank and Jantéaa®r, originally filed on June 17, 1993 as an bithod the Registrant’s
registration statement on Form S-1 (Commission [Rde 33-64654). First amendment to such agreerfited,as an exhibit to the
Registrant’'s Report on Form 10-K for the fiscalyeaded September 30, 2008 (Commission File N&4854), is incorporated
herein by referenct

10.7 Registrar’s Executive Officer Compensation Program, filedEakibit 10.6 to Registra’s Report on Form -K for the fiscal yes
ended September 30, 1998 (Commission File -22140), is incorporated herein by referer

10.8 Registrar’s Executive Officer Incentive Stock Option Plan Kéergers and Acquisitions, filed as Exhibit 10.7/Registrar’s
Report on Form 10-K for the fiscal year ended Sapir 30, 1998 (Commission File No. 0-22140), i©mporated herein by
reference

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

10.18

10.19

11

21

23.1

23.2

Employment agreement between MetaBank and Bradléja@son, originally filed as an exhibit to Regast’s Report or

Form 10-K for the fiscal year ended September 8053Commission File No. 0-22140). First amendntersiuch agreement,
filed as an exhibit to the Registrant’s Report @nn 10-K for the fiscal year ended September 3083@ommission File No. 0-
22140), is incorporated herein by referer

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. 0-22140). First amendment to sugrieement, filed as an
exhibit to the Registrant’'s Report on Form 10-K tlee fiscal year ended September 30, 2008 (ComomigSle No. 0-22140), 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

Settlement Agreement by and between First IndiaarékBN.A. and MetaBank dated March 13, 2006, fadedExhibit 10.12 to th
Registrant’s Quarterly Report on Form 10-Q for quarter ended March 31, 2006 (Commission File Nd2040), is incorporated
herein by referenci

The Second Amendment to Registrant’s 2002 Omnibcsritive Plan, adopted by the Registrant on Nover@®e2007, and filed
on January 3, 2008 as Exhibit A to Registrant’seiciie 14A (DEF 14A) Proxy Statement (Commissioe Nb. 0-22140), is
incorporated by referenc

Agreement for Purchase of Selected Assets and Asgtiomof Certain Liabilities of the Laurens Offiof MetaBank by an
between MetaBank and lowa Trust and Savings Batéddianuary 31, 2007, filed as Exhibit 10.13 toRkegistrant’s Annual
Report on Form 1-K for the fiscal year ended September 30, 2007 (Gmsion File No. -22140).

Agreement for Purchase of Selected Assets and Astsammof Certain Liabilities of the Sac City, Odédtband Lake View Offices
of MetaBank by and between MetaBank and lowa Rate dated January 31, 2007, filed as Exhibit 1@olthe Registrant’s
Annual Report on Form -K for the fiscal year ended September 30, 2007 (@wmsion File No. -22140).

Stock Purchase Agreement by and among Anita Bancatipn, Meta Financial Group, Inc. and MetaBankstM@entral date
November 27, 2007, filed as Exhibit 10.15 to thgiRean’s Annual Report on Form 1R-for the fiscal year ended September
2007 (Commission File No-22140).

Employment agreement between MetaBank and Davitlé&dom, dated October 27, 2008 filed as an extolilie Registrant’s
Report on Form 10-K for the fiscal year ended Sepir 30, 2008 Commission File No. 0-22140), is ipocated herein by
reference

Amended and Restated Contract for Deferred Compiendaetween MetaBank and James S. Haahr, datadr8ker 27, 2005
and the first amendment thereto filed as an extikihe Registrant’s Report on Form 10-K for theeéil year ended September 30,
2008, is incorporated herein by referer

Statement re: computation of per share earnings K&¢e 3 o*Notes to Consolidated Financial Statem¢ which is included ir
Part II, Item € Consolidated Financial Statements and SupplemebBiatz” of this Annual Report on Form -K).

Subsidiaries of the Registrant are filed herew
Consent of KPMG, LLP is filed herewit

Consent of McGladrey & Pullen, LLP is filed herefwi
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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

3




SUBSIDIARIES OF THE REGISTRANT

Percentage of

Exhibit 21

State of Incorporation

Parent Subsidiary Ownership or Organization
Meta Financial Group, Int MetaBank 100% Federal

Meta Financial Group, Int First Midwest Financial Capital Trus 100% Delaware

Meta Financial Group, In Meta Trust Compan 100% South Dakot:
MetaBank First Services Financial Limite 100% lowa

First Services Financial Limite Brookings Service Corporatic 100% South Dakot:

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 KPMG, LLP

Consent of Independent Registered Public Accountingirm

Audit Committee
Meta Financial Group, Inc.
Storm Lake, lowa

We consent to the incorporation by reference inMle¢a Financial Group, Inc. Registration Statememnt$orm S-8 of Meta Financial
Group, Inc., pertaining to the Meta Financial Gréog 1995 Stock Option and Incentive Plan (No.-22823) and the Meta Financial
Group, Inc. 2002 Omnibus Incentive Plan (No.s 3382D0, No. 333-141407, and No. 333-151604), ofreport dated December 10, 2009,
with respect to the consolidated statement of firedrcondition of Meta Financial Group, Inc. asS#ptember 30, 2009 and 2008, and the
related consolidated statements of operations, oeimgasive income (loss), changes in shareholdgtstye and cash flows for the year then
ended, which report appears in the September 3® 28nual Report on Form 10-K of Meta Financial Gplnc. and subsidiaries.

KPrics LLP

Des Moines, lowa
December 10, 2009




Exhibit 23.2

McGladrey & Pullen

Certified Public Accountants

Consent of Independent Registered Public Accountingirm

To the Audit Committee
Meta Financial Group, Inc.
Storm Lake, lowa

We consent to the incorporation by reference inMle¢a Financial Group, Inc. Registration Statememnt&orm S-8 pertaining to the Meta
Financial Group Inc. 1995 Stock Option and Incenftan (No. 333-22523) and the Meta Financial Gréup 2002 Omnibus Incentive Plan
(No. 333-110200, No. 333-141407, and No. 353:604), of our report dated January 7, 2008 redath our audit of the consolidated statem
of operations, comprehensive income (loss), chaimgsisareholders’ equity and cash flows for theryraled September 30, 2007, which
appear in the Annual Report on Form 10-K of Metaaicial Group, Inc. as of and for the year endgate®eber 30, 2009.

/%’cM/Apﬁ&% C o

Des Moines, lowa
December 10, 2010




Exhibit 31.1

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

[, J. Tyler Haahr, certify tha
1. | have reviewed this Annual Report on Forr-K of Meta Financial Group, Inc

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate 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 respe
the financial condition, results of operations aadh flows of the Registrant as of, and for, théogs presented in this annual rep:

4. The Registra’s other certifying officers and | are responsildedstablishing and maintaining disclosure contaoid procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the Registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaotes designed under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolighgibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; ¢

c¢) Disclosed in this report any change in the Regig¢'s internal control over financial reportiftgat occurred during the Registrant
issuer’s most recent fiscal quarter (the Regissdourth fiscal quarter in the case of an annegbrt) that as materially affected, or is
reasonably likely to materially affect, the Regist’ s internal control over financial reporting; &

5. The Registra’s other certifying officers and | have disclosealsdd on our most recent evaluation of internalrobover financial reporting
to the Registra’s auditors and the audit committee of the Regit's board of directors (or persons performing thewgent function):

a) All significant deficiencies and material weagses in the design or operation of internal costowkr financial reporting which a
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and refgmahcial information; ans

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reportin

Date: December 10, 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 tha
1. | have reviewed this Annual Report on Forr-K of Meta Financial Group, Inc

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate 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 respe
the financial condition, results of operations aadh flows Registrant as of, and for, the periagsgnted in this annual repc

4. The Registra’s other certifying officers and | are responsildedstablishing and maintaining disclosure contaoid procedures (as defin
in Exchange Act Rules 1-15(e) and 15-15(e)) for the Registrant and ha

a) Designed such disclosure controls and procedaresused such disclosure controls and procedaotes designed under ¢
supervision, to ensure that material informatidatieg to the Registrant, including its consolighgibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

b) Evaluated the effectiveness of the Registratisslosure controls and procedures and presentdsineport our conclusions about
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; ¢

c¢) Disclosed in this report any change in the Regig's internal control over financial reportirtgat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repod) #is materially affected, or is
reasonably likely to materially affect, the Regist’ s internal control over financial reporting; &

5. The Registra’s other certifying officers and | have disclosealsdd on our most recent evaluation of internalrobover financial reporting
to the Registra’s auditors and the audit committee of the Regit's board of directors (or persons performing thewgent function):

a) All significant deficiencies and material weagses in the design or operation of internal costowkr financial reporting which a
reasonably likely to adversely affect the Regig’s ability to record, process, summarize and refgmahcial information; ans

b) Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the Registrant’s
internal control over financial reportin

Date: December 10, 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, 2009, as
filed with the Securities and Exchange Commissinnhe date of this Certification (the “Reportl}),J. 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 Haah
Chief Executive Office
December 10, 200




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, 2009, as
filed with the Securities and Exchange Commissionhe date of this Certification (the “Report”) David W. Leedom, the Acting Chief
Financial Officer of the Company, certify, pursutmtl8 U.S.C. Section 1350, as adopted pursuad¢ttion 906 of the 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. Leedon
Chief Financial Office!
December 10, 200




