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PART | - FINANCIAL INFORMATION

Item 1. Financial Statements.

NASB Financial, Inc. and Subsidiary
Condensed Consolidated Balance Sheets

June 30, September 30,
2011 2010
(Unaudited)

ASSETS (Dollars in thousands)
Cash and cash equivalents $ 7,149 14,033
Securities:

Available for sale, at fair value 64,602 28,092
Held to maturity, at cost -- 1,232
Stock in Federal Home Loan Bank, at cost 9,991 15,873
Mortgage-backed securities:
Available for sale, at fair value 736 911
Held to maturity, at cost 43,132 46,276
Loans receivable:
Held for sale, at fair value 77,894 179,845
Held for investment, net 1,024,289 1,073,357
Allowance for loan losses (71,864) (32,316)
Total loans receivable, net 1,030,319 1,220,886
Accrued interest receivable 5,253 5,520
Foreclosed assets held for sale, net 19,834 38,362
Premises and equipment, net 14,232 13,836
Investment in LLCs 17,748 17,799
Deferred income tax asset, net 17,236 14,758
Income taxes receivable 14,291 --
Other assets 12,475 16,618
$ 1,256,998 1,434,196

LIABILITIES AND STOCKHOLDERS' EQUITY

Liabilities:
Customer deposit accounts $ 881,987 866,559
Brokered deposit accounts -- 66,894
Advances from Federal Home Loan Bank 189,000 286,000
Subordinated debentures 25,774 25,774
Escrows 7,430 11,149
Income taxes payable -- 504
Accrued expenses and other liabilities 8,232 9,554
Total liabilities 1,112,423 1,266,434
Stockholders’ equity:
Common stock of $0.15 par value: 20,000,000ezha
authorized; 9,857,112 shares issued 1,479 1,479
Additional paid-in capital 16,640 16,603
Retained earnings 164,521 187,674
Treasury stock, at cost; 1,989,498 shares (38,418) (38,418)
Accumulated other comprehensive income 353 424
Total stockholders’ equity 144,575 167,762
$ 1,256,998 1,434,196

See accompanying notes to condensed consolidai@ucial statements



NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Operations

(Unaudited)
Three months ended Nine months ended
June 30, June 30,
2011 2010 2011 2010
(Dollars in thousands, except per share data)
Interest on loans receivable $ 16,339 19,804 50,605 59,671
Interest on mortgage-backed securities 601 829 1,730 2,492
Interest and dividends on securities 1,116 229 2,954 1,164
Other interest income 1 2 7 10
Total interest income 18,057 20,864 55,296 63,337
Interest on customer and brokered deposit acsount 3,755 4,342 11,903 13,221
Interest on advances from FHLB 1,004 2,468 4,111 8,891
Interest on subordinated debentures 122 124 371 371
Total interest expense 4,881 6,934 16,385 22,483
Net interest income 13,176 13,930 38,911 40,854
Provision for loan losses 68 11,500 49,394 25,500
Net interest income (loss) after provision lfman losses 13,108 2,430 (10,483) 15,354
Other income (loss):
Loan servicing fees, net (73) 21 (30) 100
Impairment recovery on mortgage servicing rights 25 6 42 10
Customer service fees and charges 1,256 1,923 5,016 5,354
Provision for loss on real estate owned -- (1,486) (12,731) (1,694)
Gain on sale of securities available for sale 203 867 673 5,519
Gain on sale of securities held to maturity -- -- 411 --
Gain from sale of loans receivable held for sale 5,325 10,682 21,174 24,766
Impairment loss on investment in LLCs -- -- -- (2,000)
Other (351) (491) (1,837) (1,019)
Total other income (loss) 6,385 11,522 13,718 31,036
General and administrative expenses:
Compensation and fringe benefits 4,696 4,890 14,572 13,868
Commission-based mortgage banking compensation 2,364 4,494 10,756 11,845
Premises and equipment 1,082 1,081 3,195 3,128
Advertising and business promotion 1,628 1,316 4,229 4,192
Federal deposit insurance premiums 404 438 1,307 2,110
Other 2,182 2,690 6,823 5,743
Total general and administrative expenses 12,356 14,909 40,882 40,886
Income (loss) before income tax expense 7,137 (957) (37,647) 5,504
Income tax expense (benefit) 2,748 (497) (14,494) 1,416
Net income (loss) $ 4,389 (460) (23,153) 4,088
Basic earnings (loss) per share $ 0.56 (0.06) (2.94) 0.52
Diluted earnings (loss) per share $ 0.56 (0.06) (2.94) 0.52
Basic weighted average shares outstanding 7,867,614 7,867,614 7,867,614 7867,

See accompanying notes to condensed consolidai@ucial statements



NASB Financial, Inc. and Subsidiary
Condensed Consolidated Statement of StockholdergliEy (Unaudited)

Accumulated

Additional other Total
Common paid-in  Retained  Treasury comprehensiwtockholders'
stock capital  earnings stock income equity

(Dollars in thousands)

Balance at October 1, 2010 $1,479 16,603 187,674  (38,418) 424 167,762
Comprehensive income:
Net loss -- - (23,153) - - (23,153)

Other comprehensive income, net of tax:
Unrealized gain on securities

available for sale -- -- -- -- (72) (71)

Total comprehensive loss (23,224)

Stock based compensation expense -- 37 -- -- -- 37
Balance at June 30, 2011 $1,479 16,640 164,521 (38,418) 353 144,575

Nine months ended
June 30, 2011

Reclassification Disclosure: (Dollars in thousands)
Unrealized gain on available for sale securitiet of
income taxes of $215 $ 343
Reclassification adjustment for gain includechét
income, net of income taxes of $259 (414)
Change in unrealized gain (loss) on availabteséde
securities, net of income taxes of $(44) $ (71)

See accompanying notes to condensed consolidai@ucfal statements



NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Cash Flowsa{uiited)

Nine months ended June 30,

Cash flows from operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) toaaesth
provided by (used in) operating activities:
Depreciation
Amortization and accretion, net
Gain on sale of securities available for sale
Gain on sale of securities held to maturity
Loss from investment in LLCs
Impairment loss on investment in LLCs
Impairment recovery on mortgage servicing ght
Gain from loans receivable held for sale
Provision for loan losses
Provision for loss on real estate owned
Origination of loans receivable held for sale
Sale of loans receivable held for sale
Stock based compensation — stock options
Changes in:
Net fair value of loan-related commitments
Accrued interest receivable

Prepaid and accrued expenses, other liabitesincome taxes receivable

and payable
Net cash provided by (used in) operatingvétis

Cash flows from investing activities:
Principal repayments of mortgage-backed secsritie
Held to maturity
Available for sale
Principal repayments of investment securities:
Held to maturity
Available for sale

Principal repayments of mortgage loans receivabld for investment

Principal repayments of other loans receivable

Loan origination - mortgage loans receivable letdnvestment
Loan origination - other loans receivable

Purchase of mortgage loans receivable held fasiment
Proceeds from sale of Federal Home Loan Bankkstoc
Purchase of mortgage backed securities held toritya
Purchase of investment securities availabledte s

Proceeds from sale of investment securities teefdaturity
Proceeds from sale of investment securities abiglfor sale
Proceeds from sale of mortgage-backed secuatiadable for sale
Proceeds from sale of real estate owned

Purchases of premises and equipment, net

Investment in LLCs

Other

2011 2010
(Dollars in thousands)
(23,153) 4,088

1,390 1,426
(116) (1,076)
(673) (5,519)
(411) -

57 60
- 2,000
(42) (10)
(21,174) (24,766)
49,394 25,500
11,731 1,694
(1,229,443) (1,183,591)
1,352,568 1,151,133
37 59
1,354 451
267 952
(15,862) (15,147)
125,924 (42,746)
11,871 8,338
159 3,681
166 53
8,198 5
131,596 176,391
4,222 4,297
(104,550) (84,415)
(2,346) (1,969)
(1,219) (1,002)
5,882 9,209
(8,768) (54,806)
(71,259) (28,923)
1,491 -
26,916 46,379
- 47,122
18,983 8,707
(1,785) (992)
(6) (6)
(141) (258)




Net cash provided by investing activities

NASB Financial, Inc. and Subsidiary

19,410

Condensed Consolidated Statements of Cash Flowsa(idited)

Cash flows from financing activities:

Net decrease in customer and brokered depositats
Proceeds from advances from Federal Home Loak Ban
Repayment on advances from Federal Home Loan Bank
Cash dividends paid
Change in escrows

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the gberio

Cash and cash equivalents at end of period

Supplemental disclosure of cash flow information:
Cash paid for income taxes (net of refunds)
Cash paid for interest

Supplemental schedule of non-cash investing arahiimg activities:
Conversion of loans receivable to real estatecn
Conversion of real estate owned to loans redxiéy
Capitalization of originated mortgage serviciights
Transfer of securities from held to maturityateailable for sale

See accompanying notes to condensed consolidai@ucial statements.

Nine months ended June 30,

131,811

2011 2010
(Dollars in thousands)
(51,499) (45,525)
56,000 48,000
(153,000) (140,000)
- (3,540)
(3,719) (1,740)
(152,218) (142,805)
(6,884) (53,740)
14,033 63,250
$ 7,149 9,510
$ 2,728 12,221
16,524 23,748
$ 31,148 40,992
4,220 344

- 5

- 4,360



(1) BASIS OF PRESENTATION

The accompanying unaudited condensed consedidenancial statements are prepared in accordaithenstructions
to Form 10-Q and do not include all of the inforipatand footnotes required by accounting principieserally accepted
in the United States of America (“GAAP") for comtidinancial statements. All adjustments are nbanal and recurring
nature, except for the adoption of the amendmentecounting Standards Update No. 2011-02, A Coedit
Determination of Whether a Restructuring Is a TfedlDebt Restructuring, and a change in methodologyaluing
residential development real estate related asshish are described in Footnote 2 and FootnotetBeé condensed
consolidated financial statements. In the opiibmanagement the statements include all adjusswamtsidered
necessary for fair presentation. These statenséoisid be read in conjunction with the consoliddbeancial statements
and notes thereto included in the Company’s AnRegdort on Form 10-K for the year ended Septembg@10, filed
with the Securities and Exchange Commission on Beee 14, 2010. Operating results for the nine mm@etriod ended
June 30, 2011, are not necessarily indicative ®fésults that may be expected for the fiscal gading September 30,
2011. The condensed consolidated balance shést @fompany as of September 30, 2010, has beareddrom the
audited balance sheet of the Company as of that dat

In preparing the financial statements, managens required to make estimates and assumptiahsffect the reported
amounts of assets and liabilities as of the dathebalance sheet and revenues and expenseg foerlod. Material
estimates that are particularly susceptible toiiggmt change in the near-term relate to the deitemtion of the allowances
for losses on loans, real estate owned, and valuafimortgage servicing rights. Following thelgadoption of
Accounting Standards Update (“ASU”) No. 2011-02Creditor’'s Determination of Whether a Restructurisig Troubled
Debt Restructuring ,and a change in methodologsalning residential development real estate relatesgts, which are
described more fully in Footnote 2 and Footnoté e condensed consolidated financial statememsagement believes
that these allowances are adequate at June 30, R@diéver, future additions to the allowances mayécessary based on
changes in economic conditions.

The Company’s critical accounting policiesdiwe the more significant judgments and assumpticsesl in the
preparation of the condensed consolidated finastégéments as of June 30, 2011. These polidete te the allowance
for loan losses, the valuation of derivative instants, and the valuation of equity method investmeBisclosure of these
critical accounting policies is incorporated byereince under Item 8 “Financial Statements and Sumgrtary Data” in the
Company’s Annual Report on Form 10-K for the Comyayear ended September 30, 2010. With the eiarepf the
early adoption of ASU 2011-02 and the change irhogktlogy in valuing residential development regatesrelated assets,
noted above, these policies have remained unchdngadSeptember 30, 2010.

Certain quarterly amounts for previous peribdge been reclassified to conform to the curresattgr’s presentation.

(2) RECENTLY ISSUED ACCOUNTING STANDARDS

In April 2011, the Financial Accounting Stamd®Board issued Accounting Standards Update Nbl-2@2, A
Creditor’s Determination of Whether a Restructuri@@ Troubled Debt Restructuring, which clarifiee guidance on how
creditors evaluate whether a restructuring of defatifies as a Troubled Debt Restructuring (“TDRBxamples of
restructurings include an extension of a loan’sumigt date, a reduction in the interest rate, feegiess of a debt’s face
amount and/or accrued interest, and a deferratoredise in payments for a period of time. The a@memts clarify the
definition of a TDR in ASC 310-40, which providdmat a debt restructuring is considered a TDR ifctteslitor, for
economic or legal reasons related to the borroweracial difficulties, grants a concession to bogrower that it would
not otherwise consider. The framework for evah@t restructuring requires that a creditor deteenifi both of the
following conditions are met: 1) the borrower iperiencing financial difficulties, and 2) the mestturing includes a
concession by the creditor to the borrower.

For public companies, this standard is eftector the first interim or annual period beginnioig or after June 15, 2011.
The Company early adopted the ASU in its secorahffiguarter, as permitted by the standard.



As a result of adopting the amendments in £28W1-02, the Company reassessed all restructuttiag®ccurred on or
after October 1, 2010, the beginning of the curfiseal year, for identification as TDRs. The Canp identified as TDRs
certain receivables for which the allowance fod@rtosses had previously been measured underergeailowance for
credit losses methodology. Upon identifying thoseeivables as TDRs, the Company identified themmasired under the
guidance in ASC 310-10-35. The amendments in AGLL2 require prospective application of impairim@aeasured in
accordance with the guidance of ASC 310-10-35Herreceivables that are newly identified as imghir€he early
adoption of the ASU resulted in a significant irase in the number of loans within its constructod land development
portfolios that are considered TDRs and had a aunhiatly material impact on the Company’s finanailtements for the
periods ended March 31, 2011. At March 31, 204 period of adoption, the recorded investmenédeivables for which
the allowance for credit losses was previously messunder a general allowance for credit lossebadelogy and are
now impaired under ASC 310-10-35 was $28.1 millimg the resulting allowance for credit losses @ased with those
receivables, on the basis of a current evaluatidoss, was $8.0 million. In addition, the Compadgntified loans with a
recorded investment of $6.7 million which were poesly deemed impaired under the guidance in ASG11-35, but
were not considered TDRs. As a result of adoptiegamendments in ASU 2011-02, these loans wentifidel as TDRs
and the resulting increase in the allowance fodittesses associated with those receivables, ®@balsis of a current
evaluation of loss, was $3.3 million.

(3) RECONCILIATION OF BASIC EARNINGS (LOSS) PER SHA RE TO DILUTED EARNINGS (LOSS)
PER SHARE

The following table presents a reconciliatadrbasic earnings (loss) per share to diluted egm{loss) per share for the
periods indicated.

Three months ended Nine months ended
6/30/11 6/30/10 6/30/11 6/30/10
Net income (loss) (in thousands) $ 4,389 (460) (23,153) 4,088
Average common shares outstanding 7,867,614 7,867,614 7,867,614 7,86%4,6
Average common share stock options outstanding -- -- -- -
Average diluted common shares 7,867,614 7,867,614 7,867,614 7,864 ,6
Earnings (loss) per share:
Basic $ 0.56 (0.06) (2.94) 0.52
Diluted 0.56 (0.06) (2.94) 0.52

At June 30, 2011 and 2010, options to purchA8se38 and 62,038 shares, respectively, of thepaoyis stock were
outstanding. These options were not includedenctdculation of diluted earnings (loss) per stmeause the option
exercise price was greater than the average mparicet of the common shares for the period, thusingathe options anti-
dilutive.

(4) SECURITIES AVAILABLE FOR SALE

The following table presents a summary of s&es available for sale at June 30, 2011. Dddlaounts are expressed in
thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Corporate debt securities $ 38,473 528 69 38,932
Trust preferred securities 25,572 470 390 25,652
Municipal securities 18 -- -- 18
Total $ 64,063 998 459 64,602




The following table presents a summary of secwitieailable for sale at September 30, 2010. Dalaounts are
expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains Losses value
Corporate debt securities $ 17,347 376 -- 17,723
Trust preferred securities 10,084 282 20 10,346
Municipal securities 23 -- -- 23
Total $ 27,454 658 20 28,092

During the nine month period ended June 3Q@12the Company realized gross gains of $673,08hargross losses on
the sale of securities available for sale. The gamy realized gross gains of $4.1 million and rmsgrosses on the sale of
securities available for sale during the nine mgrahod ended June 30, 2010.

The following table presents a summary offttievalue and gross unrealized losses of thoseriies available for sale
which had unrealized losses at June 30, 2011.aPaihounts are expressed in thousands.

Less than 12 months 12 months or longer
Estimated Gross Estimated Gross
fair unrealized fair unrealized
value losses value losses
Corporate debt securities $ 16,116 69 $ -- -
Trust preferred securities 7,871 039 -- --
Total $ 23,987 459 $ -- --

The scheduled maturities of securities avélédr sale at June 30, 2011 are presented irollening table. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due in less than one year $ 6 -- - 6
Due from one to five years 12 - -- 12
Due from five to ten years 38,473 528 69 38,932
Due after ten years 25,572 470 390 25,652
Total $ 64,063 998 459 64,602

(5) SECURITIES HELD TO MATURITY

There were no securities held to maturityusieJ30, 2011. The following tables present a summgsecurities held to
maturity at September 30, 2010. Dollar amounteapgessed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Asset-backed securities $ 1,232 329 -- 1,561
Total $ 1,232 329 -- 1,561




During the nine month period ended June 3Q12the Bank recognized a gain of $411,000 ondledf an asset
backed security which was classified as held tantgt The security, which was secured by a pdatwst preferred
securities issued by various banks, had an amdrtast of $1.1 million at the time of sale. Theid®n was made to sell
the security after it was determined that there sigsificant deterioration in the issuer’s credittiness. There were no
dispositions of securities held to maturity durthg nine month period ended June 30, 2010.

(6) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

The following table presents a summary of mortgbgeked securities available for sale at June 301 2Mollar amounts
are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMA —dfivate $ 88 1 -- 89
Pass-through certificates guaranteed by FNMA —
adjustable rate 176 5 -- 181
FHLMC participation certificates:
Fixed rate 290 24 - 314
Adjustable rate 147 5 - 152
Total $ 701 35 -- 736

The following table presents a summary of mortgbgeked securities available for sale at Septembe?@L0. Dollar
amounts are expressed in thousands.

Gross Gross Estimated

Amortized  unrealized unrealized fair

cost gains losses value

Pass-through certificates guaranteed by GNMA —dfirte  $ 98 3 -- 101
Pass-through certificates guaranteed by FNMA —

adjustable rate 186 7 -- 193
FHLMC participation certificates:

Fixed rate 403 34 -- 437

Adjustable rate 173 7 - 180

Total $ 860 51 -- 911

There were no sales of mortgage-backed semuatailable for sale during the nine month peviedded June 30, 2011
and 2010.

The scheduled maturities of mortgage-backedrgees available for sale at June 30, 2011 agsgnted in the following
table. Dollar amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from one to five years $ 140 11 -- 151
Due from five to ten years 150 13 -- 163
Due after ten years 411 11 - 422
Total $ 701 35 -- 736




Actual maturities and pay-downs of mortgagekiea securities available for sale will differ fraoheduled maturities
depending on the repayment characteristics andriexe of the underlying financial instruments,vamch borrowers
have the right to prepay certain obligations.

(7) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

The following table presents a summary of g@ge-backed securities held to maturity at Jun@@01. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
FHLMC participation certificates:
Fixed rate $ 46 6 -- 52
FNMA pass-through certificates:
Fixed rate 6 -- - 6
Balloon maturity and adjustable rate 28 -- -- 28
Collateralized mortgage obligations 43,052 15 518 42,549
Total $ 43,132 21 518 42,635

The following table presents a summary of gege-backed securities held to maturity at Septe8®e2010. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
FHLMC participation certificates:
Fixed rate $ 52 2 - 54
FNMA pass-through certificates:
Fixed rate 7 -- - 7
Balloon maturity and adjustable rate 2 3 1 -- 33
Collateralized mortgage obligations 46,185 230 209 46,206
Total $ 46,276 233 209 46,300

There were no sales of mortgage-backed sexsihield to maturity during the nine month periedded June 30, 2011
and 2010.

The following table presents a summary off¢hievalue and gross unrealized losses of thoségage-backed securities
held to maturity which had unrealized losses a0y 2011. Dollar amounts are expressed in tmoissa

Less than 12 months 12 months or longer

Estimated Gross Estimated Gross

fair unrealized fair unrealized

value losses value losses
Collateralized mortgage obligations $ 36,132 518 $ - --
Total $ 36,132 518 $ -- -
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The scheduled maturities of mortgage-backedrges held to maturity at June 30, 2011, ars@néed in the following

table. Dollar amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from one to five years $ 6 -- -- 6
Due from five to ten years 3,756 6 107 3,655
Due after ten years 39,370 15 411 38,974
Total $ 43,132 21 518 42,635

Actual maturities and pay-downs of mortgagekea securities held to maturity will differ fromtseduled maturities
depending on the repayment characteristics andiexje of the underlying financial instruments,vamrich borrowers

have the right to prepay certain obligations.

(8) LOANS RECEIVABLE

The Bank has traditionally concentrated itgliag activities on mortgage loans secured by eggidl and business
property and, to a lesser extent, development tendi he residential mortgage loans originated pedominantly long-
term fixed and adjustable rates. The Bank alsahaartfolio of mortgage loans that are securedbitifamily,
construction, development, and commercial reategoperties. The remaining part of North Amemisdoan portfolio
consists of non-mortgage commercial loans andlinstat loans. The following table presents the IBamotal loans

receivable at June 30, 2011. Dollar amounts gpeessed in thousands.

LOANS HELD FOR INVESTMENT:
Mortgage loans:
Permanent loans on:
Residential properties
Business properties
Partially guaranteed by VA or insuredrtyA
Construction and land development
Total mortgage loans
Commercial loans
Installment loans to individuals
Total loans held for investment
Less:
Undisbursed loan funds
Unearned discounts and fees and costs os,|oat
Net loans held for investment

LOANS HELD FOR SALE:
Mortgage loans:
Permanent loans on:
Residential properties
Less:
Undisbursed loan funds
Net loans held for sale

$ 336,636
427,428
3,791
and,
969,369
78,344
9,697
1,057,410

(26,196)
(6,925)
$ 1,024,289

$ 116,256

(38,362)
$ 77,894

Included in the loans receivable balancesia¢ B0, 2011, are participating interests in maggaans and wholly
owned mortgage loans serviced by other institutiothe amount of $10.2 million. Loans and papiétions serviced for

others amounted to approximately $67.6 millionuate]30, 2011.
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Lending Practices and Underwriting Standards

Residential real estate loans - The Bank sfferange of residential loan programs, includirmgpams offering loans
guaranteed by the Veterans Administration (“VA"ddoans insured by the Federal Housing Adminigira{fFHA"). The
Bank’s residential loans come from several sour@éd® loans that the Bank originates are genesathsult of direct
solicitations of real estate brokers, builders,adepers, or potential borrowers via the interrgarth American periodically
purchases real estate loans from other financ&ititions or mortgage bankers.

The Bank’s residential real estate loan undésrg are grouped into three different levels doagpon each underwriter’s
experience and proficiency. Underwriters withicle&evel are authorized to approve loans up togpitesd dollar amounts.
Any loan over $1 million must also be approved lilgex the CEO or the EVP/Chief Credit Officer. @entional
residential real estate loans are underwrittenguSNMA’s Desktop Underwriter or FHLMC'’s Loan Progper automated
underwriting systems, which analyze credit histempployment and income information, qualifying oatiasset reserves,
and loan-to-value ratios. If a loan does not nieetautomated underwriting standards, it is undéemr manually. Full
documentation to support each applicant’s credtohny, income, and sufficient funds for closingeaguired on all loans.

An appraisal report, performed in conformity willetUniform Standards of Professional Appraiserstitea by an outside
licensed appraiser, is required for all loans. iGgity, the Bank requires borrowers to purchasegte mortgage insurance
when the loan-to-value ratio exceeds 80%.

NASB originates Adjustable Rate Mortgages (Asf§Mvhich fully amortize and typically have initigtes that are fixed
for one to seven years before becoming adjusté®leh loans are underwritten based on the iniiakrést rate and the
borrower’s ability to repay based on the maximurst fadjustment rate. Each underwriting decisidesanto account the
type of loan and the borrower’s ability to pay @her rates. While lifetime rate caps are takea aonsideration,
qualifying ratios may not be calculated at thissledue to an extended number of years requiredaotrthe fully-indexed
rate. NASB does not originate any hybrid loanshsas payment option ARMs, nor does the Bank caitgimny subprime
loans, generally defined as high risk or loansutifssantially impaired quality.

At the time a potential borrower applies faraidential mortgage loan, it is designated dseeia portfolio loan, which
is held for investment and carried at amortized,awsa loan held-for-sale in the secondary maaket carried at fair value.
All the loans on single family property that therlBeholds for sale conform to secondary market undgng criteria
established by various institutional investors! I8dns originated, whether held for sale or heldifivestment, conform to
internal underwriting guidelines, which considenang other things, a property’s value and the heerts ability to repay
the loan.

Construction and development loans - Constm@nd land development loans are made primarily t
builders/developers, who construct propertiesdésale. The Bank originates both fixed and variadie construction
loans, and most are due and payable within one yl@aome cases, extensions are permitted if patgyae current and
construction has progressed satisfactorily.

The Bank’s requirements for a constructiomlage similar to those of a mortgage on an existasgdence. In addition,
the borrower must submit accurate plans, spedificat and cost projections of the property to bestruicted. All
construction and development loans are manuallgmnwidtten using NASB's internal underwriting standis.  All
construction and development loans must be apprbyd¢kde CEO and either the EVP/ Chief Credit Offioe
SVP/Construction Lending. The bank has adoptesirial loan-to-value limits consistent with regudas, which are 65%
for raw land, 75% for land development, and 85%résidential and non-residential construction. afepraisal report
performed in conformity with the Uniform StandaafsProfessional Appraisers Practice by an outswnbed appraiser is
required on all loans in excess of $250,000. Galyethe Bank will commit to an initial term of 18 18 months on
construction loans, and an initial term of 24 tord@nths on land acquisition and development loaith, six month
renewals thereafter. Interest rates on constnudtians typically adjust daily and are tied to edatermined index.
NASB's staff regularly performs inspections of egehperty during its construction phase to ensdegaate progress is
achieved before making scheduled loan disbursements
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When construction and development loans matheeBank typically considers extensions for sh&ik-month term
periods. This allows the Bank to more frequentigleate the loan, including creditworthiness andent market
conditions and, if management believes it’'s inlibst interest of the Company, to modify the terowoedingly. This
portfolio consists primarily of assets with ratesltto the prime rate and, in most cases, the tiondifor loan renewal
include an interest rate “floor” in accordance vilte market conditions that exist at the time okergal.

During the nine month period ended June 3Q12the Bank renewed a large number of loans withinonstruction and
land development portfolio due to slower home andales in the current economic environment. Suténsions were
accounted for as Troubled Debt Restructurings (“SDi the restructuring was related to the borros/énancial
difficulty, and if the Bank made concessions thatduld not otherwise consider. In order to defeemwhether or not a
renewal should be accounted for as a TDR, managemapwed the borrower’s current financial infottioa, including an
analysis of income and liquidity in relation to éiebrvice requirements. The large majority of ¢heedifications did not
result in a reduction in the contractual interesé ror a write-off of the principal balance (altgbuhe Bank does commonly
require the borrower to make a principal reductibrenewal).

Commercial real estate loans - The Bank puwehand originates several different types of corialereal estate loans.
Permanent multifamily mortgage loans on propeuies to 36 dwelling units have a 50% risk-weight fizsk-based capital
requirements if they have an initial loan-to-vatago of not more than 80% and if their annual ageroccupancy rate
exceeds 80%. All other performing commercial essghte loans have 100% risk-weights.

The Bank’s commercial real estate loans acarsel primarily by multi-family and nonresidentfabperties. Such loans
are manually underwritten using NASB's internal enwriting standards, which evaluate the sourcasdyment,
including the ability of income producing propettygenerate sufficient cash flow to service thetdiie capacity of the
borrower or guarantors to cover any shortfallsperating income, and, as a last resort, the alditiquidate the collateral
in such a manner as to completely protect the Baimk’estment. All commercial real estate loanstrhesapproved by the
CEO and either the EVP/ Chief Credit Officer or 3€8mmercial Lending. Typically, loan-to-value mtido not exceed
80%; however, exceptions may be made when it srdeted that the safety of the loan is not compsehi and the
rational for exceeding this limit is clearly documted. An appraisal report performed in conformiith the Uniform
Standards of Professional Appraisers Practice yusside licensed appraiser is required on alldaarexcess of $250,000.
Interest rates on commercial loans may be eitliredfor tied to a predetermined index and adjusasig.d

The Bank typically obtains full personal gugees from the primary individuals involved in thensaction.
Guarantor’s financial statements and tax returageviewed annually to determine their continuibdity to perform
under such guarantees. The Bank typically pursefgegsyment from guarantors when the primary soufcepayment is not
sufficient to service the debt. However, the Bardy decide not to pursue a guarantor if, givergtierantor’s financial
condition, it is likely that the estimated legat$ewould exceed the probable amount of any recoviithough the Bank
does not typically release guarantors from theligakion, the Bank may decide to delay the decisopursue civil
enforcement of a deficiency judgment.

At least once during each calendar year, @weis prepared for each borrower relationshipxoess of $5 million and
for each individual loan over $1 million. Colla&inspections are obtained on an annual basisdohn loan over $1
million, and on a triennial basis for each loanvi@tn $500 thousand and $1 million. Financial imfation, such as tax
returns, is requested annually for all commeraal estate loans over $500 thousand, which is semgiwith industry
practice, and the Bank believes it has sufficieahitoring procedures in place to identify potentiedblem loans. A loan
is deemed impaired when, based on current infoomatnd events, it is probable that a creditor beéllunable to collect all
amounts due in accordance with the contractuald@fthe loan agreement. Any loans deemed impaiegdrdless of
their balance, are reviewed by management atie ¢if the impairment determination, and monitorecaauarterly basis
thereafter, including calculation of specific vaioa allowances, if applicable.

Installment Loans - These loans consist prilgnaf loans on savings accounts and consumer lfiesedit that are
secured by a customer’s equity in their primarydesce.

13



Allowance for Loan Losses

The Allowance for Loan and Lease Losses (“Al)Llecognizes the inherent risks associated witklileg activities for
individually identified problem assets as well s &ntire homogenous and non-homogenous loan fpostfoALLLS are
established by charges to the provision for loasds and carried as contra assets. Managemeyites#ie adequacy of
the allowance on a quarterly basis and approppiateisions are made to maintain the ALLLs at adégjlevels. At any
given time, the ALLL should be sufficient to abs@tieast all estimated credit losses on outstanbladances over the next
twelve months. While management uses informationenitly available to determine these allowandasy tan fluctuate
based on changes in economic conditions and chamgies information available to management. Alsgulatory
agencies review the Bank’s allowances for loan &sspart of their examination, and they may redthieeBank to
recognize additional loss provisions based onnf@ination available at the time of their examiaas.

The ALLL is determined based upon two compdsei he first is made up of specific reserveddans which have
been deemed impaired in accordance with Generaltgpted Accounting Principles (“GAAP”). The secaminponent is
made up of general reserves for loans that arenp#tired. A loan becomes impaired when managetaigves it will be
unable to collect all principal and interest dueaading to the contractual terms of the loan. Centean has been deemed
impaired, the impairment must be measured by coimpaine recorded investment in the loan to thegmesgalue of the
estimated future cash flows discounted at the baffective rate, or to the fair value of the Idmsed on the loan’s
observable market price, or to the fair value efctbllateral if the loan is collateral dependehhe Bank records a specific
allowance equal to the amount of measured impaitmen

Loans that are not impaired are evaluateddagen the Bank’s historical loss experience, afagevarious subjective
factors, to estimate potential unidentified lossékin the various loan portfolios. These loans eategorized into pools
based upon certain characteristics such as loan tglateral type and repayment source. The Bdok's history is
analyzed in terms of loss frequency and loss sigvetioss frequency represents the likelihood ah®not repaying in
accordance with their original terms, which wowdult in the foreclosure and subsequent liquidatfaihe property. Loss
severity represents any potential loss resultingifthe loan’s foreclosure and subsequent liquidatidanagement
calculates estimated loss frequency and loss $gvatios for each loan pool. In addition to azahg historical losses, the
Bank also evaluates the following subjective fagtfor each loan pool to estimate future lossesngés in lending policies
and procedures, changes in economic and businad#ioos, changes in the nature and volume of théfglio, changes in
management and other relevant staff, changes imdllvene and severity of past due loans, chang#giquality of the
Bank’s loan review system, changes in the valul@inderlying collateral for collateral dependeans, changes in the
level of lending concentrations, and changes iemgixternal factors such as competition and legdlragulatory
requirements. Historical loss ratios are adjusiszbrdingly, based upon the effect that the sulbgéactors have in
estimated future losses. These adjusted ratiosppiéed to the balances of the loan pools to d@ter the adequacy of the
ALLL each quarter.

During the quarter ended March 31, 2011, tbm@any adopted ASU 2011-02, as more fully describdebotnote 2 of
the condensed consolidated financial statemertte. amendments in ASU 2011-02 require prospectipécapion of the
impairment measurement guidance in ASC 310-10-Bkhfuse receivables newly identified as impairéd.a result of
adopting ASU 2011-02, the Company reassessedsallioturings that occurred on or after October0IL® the beginning
of our current fiscal year, for identification aBRs. The Company identified as troubled debt vestirings certain
receivables for which the allowance for credit &ssbhad previously been measured under a generalaaite for credit
losses methodology. Upon identifying those reddesmas TDRs, the Company identified them as inepaimder the
guidance in Section 310-10-35. At the end of M&th2011, the period of adoption, the recordeéstment in
receivables for which the allowance for credit &sswvas previously measured under a general allev@ancredit losses
methodology and are now impaired under ASC 3108.®&s $28.1 million, and the resulting increasthaallowance for
credit losses associated with those receivabletyebasis of a current evaluation of loss, wa® $dllion. In addition, the
Company identified loans with a recorded investnuéi$i6.7 million which were previously deemed impdi under the
guidance in ASC 310-10-35, but were not consid@iieRs. As a result of adopting the amendments it 2811-02,
these loans were identified as TDRs and the respilticrease in the allowance for credit losses@atad with those
receivables, on the basis of a current evaluatidoss, was $3.3 million.
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In addition to the adoption of ASU 2011-02¢am connection with the determination of impairpehe Company
performed a review of 1) its historical residentlavelopment loan foreclosures since 2008; 2)dhézed sale prices
versus both original and subsequent appraisalghedyaluation trends in unsold foreclosed asseis; 4) factors affecting
the current outlook for real estate developmentddar the foreseeable future. Given the currdmeese economic
environment and negative outlook in the residemtéalelopment real estate market, the Company reseddts
methodology for the valuation of loans in its reslate development portfolio and adopted a changeethodology for
their valuation as of March 31, 2011, that apptieenward “qualitative” adjustments to the real est&gppraised values for
residential development loans that are deemed neghailWWe believe that these qualitative appraigpistments more
accurately reflect real estate values in lighthef $ales experience and economic conditions th&iawe recently observed.
This change in methodology increased the proviioitoan losses by $18.3 million during the quadaded March 31,
2011.

Based upon the significant increase in foreale frequency and loss severity ratios withinBhek’s portfolios and
other qualitative factors related to the curremtrganic conditions, the Bank increased its generaigonent of allowance
for loan losses during the nine month period entigte 30, 2011. The balance of general resenibe iallowance for loan
losses increased to $30.2 million, from $17.4 wrillat June 30, 2010. During the same time petiedbalance of loans
receivable held to maturity decreased from $1,128l8n at June 30, 2010, to $1,024.3 million ahd 30, 2011. The
Bank does not routinely obtain updated appraisalghieir collateral dependent loans that are neeesely classified.
However, when analyzing the adequacy of its allawesfior loan losses, the Bank considers potenti@hgés in the value of
the underlying collateral for such loans as onthefsubjective factors used to estimate futurestoas the various loan
pools.

The following table presents the activity lire tallowance for loan losses for the period ended B0, 2011. Allowance
for losses on mortgage loans includes specificatan allowances and valuation allowances assatiaith homogenous
pools of loans. Dollar amounts are expresseddngands.

Balance at October 1, 2010 $ 32,316
Provisions 49,394
Charge-offs (10,182)
Recoveries 336
Balance at June 30, 2011 $ 71,864

The following table presents the balance smdahowance for loan losses and the recorded imasstin loans based on
portfolio segment and impairment method at Jun€B8@1. Dollar amounts are expressed in thousands.

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development  Commercisthstallment Total
Allowance for loan losses

Balance at October 1, 2010 $ 4427 10 6,708 Noiile:] 1,015 1,138 32,316
Provision for loan losses 3,535 1 5,255 33,750 5,721 1,132 49,394
Losses charged off (1,290) -- (1,510) (6,949) (91) (342) (10,182)
Recoveries -- -- -- 327 -- 9 336
Balance at June 30, 2011 $ 6,672 11 10,453 46,1 6,645 1,937 71,864
Balance at April 1, 2011 $ 10,013 9 7,869 283, 6,007 1,262 73,447
Provision for loan losses (2,775) 2 2,722 (1,285) 729 675 68
Losses charged off (566) - - (138) (1,106) (92) - (1,901)
Recoveries -- -- -- 250 -- -- 250
Balance at June 30, 2011 $ 6,672 11 10,453 46,1 6,645 1,937 71,864
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Residential Commercial
Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Ending balance of allowance
for loan losses related
to loans:
Individually evaluated for
impairment $ 1,570 11 3,187 9®b, 4,049 832 41,638
Collectively evaluated for
impairment $ 5,102 -- 7,266 , 158 2,596 1,104 30,226
Acquired with deteriorated
credit quality $ 28 - -- -- -- -- 28
Loans
Balance at June 30, 2011 $ 336,368 77,894 422,993 177,325 77,937 9,666 1,102,183
Ending balance:
Loans individually evaluated
for impairment $ 11,353 11 11,297 984, 8,725 893 147,260
Loans collectively evaluated
for impairment $ 325,015 77,883 411,696 62,344 69,212 8,773 954,923
Loans acquired with
deteriorated credit quality $ 2701 -- -- - -- - 2,701

Classified Assets, Delinquencies, and Non-accruabhns

Classified assetsIn accordance with the asset classification sysiatined by the OTS, North American’s problem
assets are classified with risk ratings of eitherstandard,” “doubtful,” or “loss.” An asset mnsidered substandard if it
is inadequately protected by the borrower’s abtlityepay, or the value of collateral. Substandeskts include those
characterized by a possibility that the institutiil sustain some loss if the deficiencies are cmtected. Assets classified
as doubtful have the same weaknesses of thosdieldss substandard with the added charactetisticthe weaknesses
present make collection or liquidation in full, e basis of currently existing facts, conditicausd values, highly
guestionable and improbable. Assets classifiddsssare considered uncollectible and of sucle litllue that their
existence without establishing a specific lossvedioce is not warranted.

In addition to the risk rating categories fiwoblem assets noted above, loans may be assigigdrating of “pass,”
“pass-watch,” or “special mention.” The pass catggncludes loans with borrowers and/or collaté¢hal is of average
quality or better. Loans in this category are @ered average risk and satisfactory repaymentpeeed. Assets
classified as pass-watch are those in which theoler has the capacity to perform according toi¢nms and repayment is
expected. However, one or more elements of uriogytexist. Assets classified as special mentianeha potential
weakness that deserves management’s close attettieft undetected, the potential weakness nesylt in deterioration
of repayment prospects.

The early adoption of ASU 2011-02 during theuder ended March 31, 2011, and the prospectahjied impairment
caused an increase in loans considered TDRs, valisohincreased the assets classified as “substhidBhe increase in
TDRs, and related increase in loan loss provisaoadiscussed in Footnote 2 to the condensed ddata financial
statements.
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Each quarter, management reviews the prolamslin its portfolio to determine whether charigethe asset

classifications or allowances are needed. Thewvatlg table presents the credit risk profile of @@mpany’s loan portfolio

based on risk rating category as of June 30, 2@idllar amounts are expressed in thousands.

Residential Commercial
Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Rating
Pass $ 318,500 77,883 362,856 7,982 43,158 8,772 849,151
Pass — Watch 2,392 -- 16,708 14,866 - -- 33,966
Special Mention 1,272 -- 26,099 1,771 26,055 -- 55,197
Substandard 12,634 - 14,143 90,717 4,675 62 122,231
Doubtful - -- - - -- -- -
Loss 1,570 11 183, 31,989 4,049 283 41,638
Total $ 336,368 77,894 422,993 323, 77,937 9,666 1,102,183

The following table presents the Company’silpartfolio aging analysis as of June 30, 2011lldb@mounts are
expressed in thousands.

Greater Than Total Total Loans
30-59 Days 60-89 Days 90 Days Total Past Loans >90 Days &

Past Due Past Due Past Due Due Current  Receivable Accruing
Residential $ 3,298 1,390 10,648 15,336 321,032 336,368 --
Residential held for sale 3 3 13 19 77,875 77,894 -
Commercial real estate 126 - 5,935 6,061 416,932 422,993 -
Construction & development -- -- 17,747 17,747 159,578 177,325 -
Commercial -- -- 7,903 7,903 70,034 77,937 --
Installment 30 26 242 298 9,368 9,666 --
Total $ 3,457 1,419 42,488 47,364 1,054,819 1,102,183 --

When a loan becomes 90 days past due, the 8ap& accruing interest and establishes a refartee interest
accrued-to-date. The following table presentsGbepany’s nonaccrual loans at June 30, 2011. tahie does not

include purchased impaired loans or troubled deftructurings that are performing. Dollar amowamtsexpressed in

thousands.

Residential $ 10,648
Residential held for sale 13
Commercial real estate 5,935
Construction & development 17,747
Commercial 7,903
Installment 242
Total $ 42,488



A loan becomes impaired when management tesdigwvill be unable to collect all principal andérest due according
to the contractual terms of the loan. Loans medifn troubled debt restructurings where concesdi@ve been granted to
borrowers experiencing financial difficulty are alsonsidered impaired. These concessions coulddea reduction in
interest rate on the loan, payment extensionsijengss of principal, forbearance or other actiotended to maximize
collection. Once a loan has been deemed impatedmpairment must be measured by comparing tterded
investment in the loan to the present value oketenated future cash flows discounted at the baffective rate, or to the
fair value of the loan based on the loan’s obsdevatarket price, or to the fair value of the cdlat if the loan is collateral
dependent. The Bank records a specific loss aloe@qual to the amount of measured impairmeapgpficable.

During the nine month period ended June 3@12the Company modified two residential loanshwaitrecorded
investment of $416,000 prior to modification, whigkre deemed TDRs. The modifications, which lowehe interest
rate and extended the maturity date, resultedéniip loss allowances of $21,000 based upon thegnt value of expected
future cash flows, discounted at the contractualrést rate of the original loan agreement. Intamd the Company
modified one commercial real estate loan duringomgod, which had a recorded investment of $3R2aniprior to
modification and was deemed a TDR. The Bank lod/i¢he interest rate, extended the maturity for figars, and
disbursed additional funds for improvements togtaperty. Prior to modification, this loan was swered impaired and
collateral dependant and had been written dowhedair value of the collateral, less costs to. sAlso during the period
ended June 30, 2011, the Company modified nineiy tkevelopment loans, with a recorded investmef8@f6 million
prior to modification, which were deemed TDRs. 3&enodifications were the result of extensionsicslty for a six-
month period, and did not result in a reductiothie contractual interest rate or a write-off of ghigncipal balance. Such
loans are considered collateral dependent, anthtwifications resulted in specific loss allowanoé€$24.6 million, based
upon the fair value of the collateral. Specifisdallowances are included in the calculation tifreged future loss ratios,
which are applied to the various loan portfoliosgarposes of estimating future losses. TDRs sethy residential
properties with a recorded investment of $395,0WRs secured by commercial properties with a resgidvestment of
$3.2 million, and TDRs secured by land developnpeaperties with a recorded investment of $8.9 milldefaulted during
the period ended June 30, 2011. Management caaghizlevel of defaults within the various poribsl when evaluating
qualitative adjustments used to determine the aatsqgaf the Allowance for Loan and Lease Losses.

The following table presents the recorded madeof troubled debt restructurings as of Jun&B8@1. Dollar amounts
are expressed in thousands.

Troubled debt restructurings:

Residential $ 4,192
Residential held for sale --
Commercial real estate 3,794
Construction & development 74,213
Commercial --
Installment --
Total $ 82,199

Performing troubled debt restructurings:

Residential $ 631
Residential held for sale --
Commercial real estate 3,794
Construction & development 68,076
Commercial --
Installment --
Total $ 72,501
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The following table presents impaired loans)uding troubled debt restructurings, as of June2®11. Dollar amounts
are expressed in thousands.

Unpaid YTD Average QTD Average Interest
Recorded Principal Specific Investment in Investhie Income
Balance Balance Allowance Impaired Loans Impaireans Recognized

Loans without a specific valuation allowance:

Residential $ 5,751 5,804 -- 5,743 5,755 158
Residential held for sale -- -- -- -- -- --
Commercial real estate -- -- -- -- -- --
Construction & development 27,608 7,620 - 26,744 25,998 969
Commercial -- -- -- -- -- --
Installment -- -- -- -- -- --
Loans with a specific valuation allowance:
Residential $ 4,032 5,722 1,570 4,683 4,092 89
Residential held for sale -- 11 11 10 10 --
Commercial real estate 8,109 34,3 3,187 9,336 851 477
Construction & development 55,384 7,487 31,989 68,925 38,6 2,922
Commercial 4,675 8,801 4,049 6,525 4,676 81
Installment 62 896 832 272 71 26
Total:
Residential $ 9,783 11,526 1,570 10,426 9,847 247
Residential held for sale -- 11 11 10 10 --
Commercial real estate 8,109 34,3 3,187 9,336 851 477
Construction & development 82,992 ,023 31,989 95,669 78,67 3,891
Commercial 4,675 8,801 4,049 6,525 4,676 81
Installment 62 896 832 272 71 26

(9) FORECLOSED ASSETS HELD FOR SALE

Real estate owned and other repossessed fyrapesisted of the following at June 30, 2011.ll&@mounts are
expressed in thousands.

Real estate acquired through (or deed in lieuam®dlosure $ 31,622
Less: allowance for losses (11,788)
Total $ 19,834

Foreclosed assets held for sale are initr@ltyrded at fair value as of the date of forecledess any estimated selling
costs (the “new basis”) and are subsequently chati¢he lower of the new basis or fair value Esfng costs on the
current measurement date. When foreclosed agsetequired any excess of the loan balance overdhebasis of the
foreclosed asset is charged to the allowance for losses. Subsequent adjustments for estimagsddare charged to
operations when the fair value declines to an amlass than the carrying value. Costs and expewtaed to major
additions and improvements are capitalized, whidéntenance and repairs that do not improve or elxties lives of the
respective assets are expensed. Applicable gathkases on the sale of real estate owned aiieadalhen the asset is
disposed of, depending on the adequacy of the gayment and other requirements.

In determining fair values of foreclosed asst#ite Company performed a review of 1) its hisadriesidential
development loan foreclosures since 2008; 2)dhézed sale prices versus both original and sukesgcppraisals; 3) the
valuation trends in unsold foreclosed assets; 4nthctors affecting the current outlook for resiate development loans
for the foreseeable future. Given the current esk/economic environment and negative outlooké@vrésidential
development real estate market, as of March 311,206 Company reassessed its methodology forahmtion of assets
in its real estate development portfolio and adbptehange in methodology for the valuation ofgibefolio that applies
downward “qualitative” adjustments to the real tsstgppraised values for foreclosed developmentestigs. We believe
that these qualitative appraisal adjustments mocarately reflect real estate values in light & ales experience and
economic conditions that we have recently observidds change in methodology increased the prowiio loss on REO
by $7.2 million during the quarter ended March 2111.
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(10) SUBORDINATED DEBENTURES

On December 13, 2006, NASB Financial, Inagtgh its wholly owned statutory trust, NASB Preéet Trust | (the
“Trust”), issued $25.0 million of Trust Preferredc@irities. The Trust used the proceeds from tfexiof to purchase a
like amount of NASB Financial Inc.’s subordinatezbéntures. The debentures, which have a variatdeof 1.65% over
the 3-month LIBOR and a 30-year term, are the asgets of the Trust. In exchange for the capitalributions made to
the Trust by the Company upon formation, the Corgpamns all the common securities of the Trust.

In accordance with Financial Accounting Stmad Board ASC 810-10, the Trust qualifies as @iappurpose entity
that is not required to be consolidated in therfgial statements of the Company. The $25.0 milliomst Preferred
Securities issued by the Trust will remain on theords of the Trust. The Trust Preferred Secsriie included in Tier |
capital for regulatory capital purposes.

The Trust Preferred Securities have a varimérest rate of 1.65% over the 3-month LIBOR, arel mandatorily
redeemable upon the 30-year term of the debentoregon earlier redemption as provided in the imde. The
debentures are callable, in whole or in part, diteryears from the issuance date. The Compathyai incur a placement
or annual trustee fee related to the issuance.s&barities are subordinate to all other debt ef@ompany and interest
may be deferred up to five years.

(11) INCOME TAXES

The Company’s federal and state income taxmstfor fiscal years 2008 through 2010 remainettifp examination by
the Internal Revenue Service and various statsdigtions, based on the statute of limitations.

(12) SEGMENT INFORMATION

The Company has identified two principal opiegasegments for purposes of financial reportiBginking and
Mortgage Banking. These segments were determiaseldon the Company’s internal financial accourding reporting
processes and are consistent with the informakiahis used to make operating decisions and tsasgse Company’s
performance by the Company’s key decision makers.

The Mortgage Banking segment originates mgedaans for sale to investors and for the poufofithe Banking
segment. The Banking segment provides a full rarfigmanking services through the Bank’s branch pnétpexclusive of
mortgage loan originations. A portion of the in@presented in the Mortgage Banking segment isel@ifrom sales of
loans to the Banking segment based on a transt@gngmethodology that is designed to approximanemic reality.
The Other and Eliminations segment includes fir@rnoformation from the parent company plus integiment
eliminations.

The following table presents financial infotina from the Company’s operating segments forptaods indicated.
Dollar amounts are expressed in thousands.

Mortgage Other and

Three months ended June 30, 2011 Banking Banking  imiridtions Consolidated
Net interest income $ 13,293 - - (117) 13,176
Provision for loan losses - - 68 68
Other income 901 5,908 (424) 6,385
General and administrative expenses 6,096 6,498 (238) 12,356
Income tax expense 3,118 Y227 (143) 2,748

Net income $ 4,980 (363) (228) 4,389
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Mortgage Other and
Three months ended June 30, 2010 Banking Banking  imiridtions Consolidated
Net interest income $ 14,043 - - (113) 13,930
Provision for loan losses 11,500 -- - 11,500
Other income 1,253 10,443 (174) 11,522
General and administrative expenses 6,184 8,692 33 14,909
Income tax expense (benefit) (920) 674 (251) (497)
Net income (loss) $ (1,468) 77,0 (69) (460)
Mortgage Other and
Nine months ended June 30, 2011 Banking Banking miBkd&tions Consolidated
Net interest income $ 39,256 - - (345) 38,911
Provision for loan losses 49,326 -- 68 49,394
Other income (9,047) 23,799 (1,034) 13,718
General and administrative expenses 17,443 23,941 (502) 40,882
Income tax expense (benefit) (14,076) (55) (363) (14,494)
Net income (loss) $ (22,484) (87) (582) (23,153)
Mortgage Other and
Nine months ended June 30, 2010 Banking Banking mikditions Consolidated
Net interest income $ 41,193 - (339) 40,854
Provision for loan losses 25,500 -- - 25,500
Other income 5,274 28,797 (3,035) 31,036
General and administrative expenses 18,170 23,112 (396) 40,886
Income tax expense (benefit) 577 2,189 (1,350) 1,416
Net income $ 2,220 3,496 (1,628) 4,088

(13) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding tenelxtredit that have not closed prior to the entthefperiod. As the
Company enters into commitments to originate lodraso enters into commitments to sell the loarthe secondary
market. Such commitments to originate loans heldéle are considered derivative instruments do@ance with GAAP,
which requires the Company to recognize all derrgainstruments in the balance sheet and to medisase instruments at
fair value. As a result of marking to market corima@nts to originate loans, the Company recordeid@ease in other
assets of $33,000, an increase in other liabilafe®661,000, and a decrease in other income of $6D for the quarter
ended June 30, 2011. The Company recorded a dedreather assets of $1.9 million, an increasater liabilities of
$553,000, and a decrease in other income of $2lbmior the nine month period ended June 30, 2011

Additionally, the Company has commitments tblsans that have closed prior to the end of thdqal. Due to the mark
to market adjustment on commitments to sell loaeid for sale, the Company recorded an increaséhier @ssets of
$328,000, an increase in other liabilities of $88,0and an increase in other income of $229,00hddne quarter ended
June 30, 2011. The Company recorded an increastbén assets of $90,000, a decrease in othelitiebof $986,000, and
an increase in other income of $1.1 million durihg nine month period ended June 30, 2011.

The balance of derivative instruments relatecdommitments to originate and sell loans at Rhe2011, is disclosed in
Footnote 14, Fair Value Measurements.
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(14) FAIR VALUE MEASUREMENTS

Fair value is defined as the price that wdikiely be received to sell an asset, or paid togfer a liability, in an orderly
transaction between market participants at the ureasent date. GAAP identifies three primary meas@nt techniques:
the market approach, the income approach, andoteapproach. The market approach uses pricesthedrelevant
information generated by market transactions inmglvdentical or comparable assets or liabiliti@$he income approach
uses valuations or techniques to convert futurewantso such as cash flows or earnings, to a singieept amount. The
cost approach is based on the amount that curreoilyd be required to replace the service capglifitan asset.

GAAP establishes a fair value hierarchy andritizes the inputs to valuation techniques usetheasure fair value into
three broad levels. The fair value hierarchy giveshighest priority to observable inputs sucljasted prices in active
markets for identical assets or liabilities (Letgland the lowest priority to unobservable inplesvel 3). The
maximization of observable inputs and the minim@abf the use of unobservable inputs are requigidssification
within the fair value hierarchy is based upon thgotivity of the inputs that are significant tethaluation of an asset or
liability as of the measurement date. The thrgeltewithin the fair value hierarchy are charaaedi as follows:

» Level 1 — Quoted prices in active markets for idetassets or liabilities that the Company hasathiéity to
access at the measurement date.

» Level 2 — Inputs other than quoted prices includét Level 1 that are observable for the assetadnillty, either
directly or indirectly. Level 2 inputs include:uated prices for similar assets or liabilities atige markets;
quoted prices for identical or similar assets abilities in markets that are not active; inputsentthan quoted
prices that are observable for the asset or ltgbdind inputs that are derived principally fromcorroborated by,
observable market data by correlation or other mean

» Level 3 — Unobservable inputs for the asset oilitgfor which there is little, if any, market aeity for the asset
or liability at the measurement date. Unobservaipeats reflect the Company’s own assumptions aladuatt
market participants would use to price the asséability. These inputs may include internallyvééoped pricing
models, discounted cash flow methodologies, as ageilhstruments for which the fair value determaratequires
significant management judgment.

The Company measures certain financial assetdiabilities at fair value in accordance with A These
measurements involve various valuation techniguésassume that the transactions would occur betweeket
participants in the most advantageous market ®Ctbmpany.

The following is a summary of valuation teafuiés utilized by the Company for its significamiafncial assets and
liabilities measured at fair value on a recurrirgib and recognized in the accompanying balanasstes well as the
general classification of such assets and liabgdipjursuant to the valuation hierarchy:

Available for sale securities

Securities available for sale consist of coapmdebt, trust preferred and municipal securéies are valued using
guoted market prices in an active market. Thissueament is classified as Level 1 within the hiengr

Mortgage-backed available for sale securai®svalued by using broker dealer quotes for simaidsets in markets that
are not active. Such quotes are based on actumlactions for similar assets. Although the Compulnes not validate
these quotes, they are reviewed by managemergdsonableness in relation to current market camditi Additionally,
they are obtained from experienced brokers who havestablished relationship with the Bank and deglarly with
these types of securities. The Company does nké may adjustment to the quotes received from irdkelers. These
measurements are classified as Level 2.

Loans held for sale

Loans held for sale are valued using quoteketgrices for loans with similar characteristidhis measurement is
classified as Level 2 within the hierarchy.
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Mortgage Servicing Rights

Mortgage servicing rights do not trade in ativeé market with readily observable market pric&terefore, fair value is
assessed using a valuation model that calculagedisitounted cash flow using assumptions suchtisates of
prepayment speeds, market discount rates, senfiegimmcome, and cost of servicing. These measmenare classified
as Level 3. Mortgage servicing rights are initiakcorded at amortized cost and are amortized threeperiod of net
servicing income. They are evaluated for impairhmeanthly, and valuation adjustments are recordedegessary to
reduce the carrying value to fair value.

Commitments to Originate Loans and Forward Sales Commitments

Commitments to originate loans and forwar@ésalommitments are valued using a valuation motatwconsiders
differences between current market interest ratdscammitted rates. The model also includes assangpwhich estimate
fall-out percentages for commitments to originatnls. These measurements use significant unolweinguts and are
classified as Level 3 within the hierarchy.

The following table presents the fair valueasi@ements of assets and liabilities recognizékddraccompanying
balance sheets measured at fair value on a reguraisis and the level within the fair value hiehgrin which the
measurements fall at June 30, 2011 (in thousands):

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Assets:
Securities, available for sale
Corporate debt securities $ 38,932 38,932 -- --
Trust preferred securities 25,652 25,652 -- --
Municipal securities 18 18 -- --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 89 -- 89 --
Pass through certificates
guaranteed by FNMA — adjustable rate 181 -- 181 --
FHLMC participation certificates:
Fixed rate 314 -- 314 --
Adjustable rate 152 -- 152 --
Loans held for sale 77,894 -- 77,894 --
Mortgage servicing rights 99 -- -- 99
Commitments to originate loans 300 - -- 300
Forward sales commitments 993 -- - 993
Total assets $ 144,624 64,602 ,63B 1,392
Liabilities:
Commitments to originate loans $ 1,183 -- -- 1,183
Forward sales commitments 156 -- - 156
Total liabilities $ 1,339 - - 1,339
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The following table presents the fair valueasi@ements of assets and liabilities recognizékdeéraccompanying
balance sheets measured at fair value on a regurasis and the level within the fair value hiehgrin which the
measurements fall at September 30, 2010 (in thas$an

Assets:
Securities, available for sale
Corporate debt securities
Trust preferred securities
Municipal securities
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate
Pass through certificates
guaranteed by FNMA — adjustable rate
FHLMC participation certificates:
Fixed rate
Adjustable rate
Loans held for sale
Mortgage servicing rights
Commitments to originate loans
Forward sales commitments

Total assets

Liabilities:
Commitments to originate loans
Forward sales commitments

Total liabilities $

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
$ 17,723 17,723 - -
10,346 10,346 - -
23 23 - -
101 - 101 -
193 - 193 -
437 -- 437 --
180 - 180 -
179,845 -- 179,845 -
263 - -- 263
2,177 -- - 207
902 - -- 902
$ 212,190 28,092 8D, 3,342
$ 630 - - 3®
1,142 -- -- 1,142
1,772 - - 1,772

The following table presents a reconciliatadrihe beginning and ending balances of recurraiigvialue measurements
recognized in the accompanying balance sheet sgimificant unobservable (Level 3) inputs for theenmonth periods

ended June 30, 2011 and 2010 (in thousands):

Balance at October 1, 2010
Total realized and unrealized gains (losses):
Included in net income

Balance at June 30, 2011

Balance at October 1, 2009

Total realized and unrealized gains (losses):
Included in net income

Issuances

Balance at June 30, 2010

Mortgage Commitments
Servicing to Originate Forward Sales
Rights Loans Commitments
$ 263 541, (240)
(164) 480) 1,077
$ 99 883 837
Mortgage Commitments
Servicing to Originate Forward Sales
Rights Loans Commitments
$ 351 3,02 (378)
(79) 473) 22
5 - -
$ 277 550 (356)
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Realized and unrealized gains and losses ot table above and included in net incomehernine month period
ended June 30, 2011, are reported in the consetiddaatements of income as follows (in thousands):

Loan Impairment Loss
Servicing on Mortgage Other
Fees Servicing Rights Income
Total gains (losses) $  (206) 42 (1,354)
Changes in unrealized gains (losses) relatingdetas
still held at the balance sheet date $ - - -

The following is a summary of valuation teajues utilized by the Company for its significamisfincial assets and
liabilities measured at fair value on a nonrecyytirasis and recognized in the accompanying balsimeets, as well as the
general classification of such assets and liagdipursuant to the valuation hierarchy:

Impaired loans

Loans for which it is probable that the Compaiill not collect principal and interest due aatioig to contractual terms
are measured for impairment. If the impaired lsaidentified as collateral dependent, then thevialue method of
measuring the amount of impairment is utilized.isTthethod requires obtaining a current independpptaisal of the
collateral and other internal assessments of vdimpaired loans are classified within Level 3tod fair value hierarchy.

The carrying value of impaired loans that wereneasured during the nine month period ended 30n2011, was
$102.3 million.

Foreclosed Assets Held For Sale

Foreclosed assets held for sale are initigitprded at fair value as of the date of foreclesess any estimated selling
costs (the “new basis”) and are subsequently chati¢he lower of the new basis or fair value kEsfng costs on the
current measurement date. Fair value is estimhatedgh current appraisals, broker price opiniamsisting prices.
Foreclosed assets held for sale are classifiednlitfvel 3 of the fair value hierarchy.

The carrying value of foreclosed assets helgéle was $19.8 million at June 30, 2011. Chafteand increases in
specific reserves related to foreclosed assetsfboekhle that were re-measured during the ninetimperiod ended June
30, 2011, totaled $10.6 million.

Investment in LLCs

Investments in LLCs are accounted for usimgefuity method of accounting. These investmeaetsiaalyzed for
impairment in accordance with ASC 323-10-35-32,chitstates that an other than temporary declinaluevof an equity
method investment should be recognized. The Coynptilizes a multi-faceted approach to measureptitential
impairment. The internal model utilizes the foliag valuation methods: 1) liquidation or appraisetles determined by
an independent third party appraisal; 2) an ongounsiness, or discounted cash flows method whéheicash flows are
derived from the sale of fully-developed lots, ttevelopment and sale of partially-developed Idis,dperation of the
homeowner’s association, and the value of raw btdined from an independent third party appraesed; 3) an on-going
business method, which utilizes the same inputeethod 2, but presumes that cash flows will fiesgenerated from the
sale of raw ground and then from the sale of fdieloped and partially-developed lots and the atjmer of the
homeowner’s association. The significant inputdude raw land values, absorption rates of lotssaled a market
discount rate. Management believes this multitett@pproach is reasonable given the highly subgeaature of the
assumptions and the differences in valuation tephes that are utilized within each approach (emgler of distribution of
assets upon potential liquidation). Investmernitli€s is classified within Level 3 of the fair valiserarchy.

The carrying value of the Company’s investtrieii.LCs was $17.7 million at June 30, 2011.

25



The following methods were used to estimagefélir value of all other financial instrumentsagoized in the

accompanying balance sheets at amounts otheradivarafue:

Cash and cash equivalents
The carrying amount reported in the consolidatddriz® sheets is a reasonable estimate of fair value

Securities and mortgage-backed securities held toaturity
Securities that trade in an active market areadlusing quoted market prices. Securities thataddrade in an active
market are valued using quotes from hralealers that reflect estimated offer prices.

Stock in Federal Home Loan Bank (“FHLB")
The carrying value of stock in Federal Home LoamBapproximates its fair value.

Loans receivable held for investment
Fair values are computed for each loan categangusarket spreads to treasury securities for singkisting loans in
the portfolio and management’s estimates of pregaym

Customer and brokered deposit accounts
The estimated fair values of demand deposits anithgs accounts are equal to the amount payabtieorand at the
reporting date. Fair values of certificates ofagpare computed at fixed spreads to treasuryrgiesuwith similar

maturities.

Advances from FHLB

The estimated fair values of advances from FHLBdmtermined by discounting the future cash flofwsxisting

advances using rates currently available for nevaaces with similar terms and remaining maturities.

Subordinated debentures

Fair values are based on quotes from broker-detiat reflect estimated offer prices.

Commitments to originate, purchase and sell loans

The estimated fair value of commitments to origgngurchase, or sell loans is based on the difeter&etween

current levels of interest rates and the commitédels.

The following tables present the carrying easland fair values of the Company’s financial instents. Dollar amounts

are expressed in thousands.

June 30, 2011

September 30, 2010

Estimated Estimated
Carrying fair Carrying fair
value value value value
Financial Assets:
Cash and cash equivalents $ 7,149 7,149 $ 14,033 14,033
Securities held to maturity - -- 1,232 1,561
Stock in Federal Home Loan Bank 9,991 9,991 15,873 15,873
Mortgage-backed securities held to
maturity 43,132 42,635 pris] 46,300
Loans receivable held for investment 9383,4 963,511 1,041,041 1,043,886
Financial Liabilities:
Customer deposit accounts 881,987 27, 866,559 869,941
Brokered deposit accounts -- -- 66,894 66,797
Advances from FHLB 189,000 190,873 286,000 288,061
Subordinated debentures 25,774 ,0a10 25,774 10,310
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June 30, 2011 September 30, 2010

Contract or Estimated Contract or Estimated
notional unrealized notional unrealized
amount Gain amount gain (loss)

Unrecognized financial instruments:
Lending commitments — fixed rate, net $ 10,525 38 $ 6,127 (5)
Lending commitments — floating rate - - 417 6

Commitments to sell loans - - - -

The fair value estimates presented are baseexinent information available to managemerdfakine 30, 2011, and
September 30, 2010. Although management is notea@feany factors that would significantly affebetestimated fair
values, such amounts have not been comprehensasxaiued for purposes of these consolidated firmdistatements since
that date. Therefore, current estimates of fdweranay differ significantly from the amounts pretesl above.

(15) INVESTMENT IN LLCs

The Company is a member in two limited liggikompanies, Central Platte Holdings LLC (“Centrédtte”) and NBH,
LLC (“NBH"), which were formed for the purpose ofifgchasing and developing vacant land in Platte Gouissouri.
These investments are accounted for using theyegthod of accounting.

The Company’s investment in Central Plattesexia of a 50% ownership interest in an entity tetelops land for
residential real estate sales. Sales of lots badet previous expectations and, as a resulCtrapany evaluated its
investment for impairment, in accordance with AX3-30-35-32, which provides guidance related tosa in value of an
equity method investment. The Company utilizesudtifaceted approach to measure the potential impnt. The
internal model utilizes the following valuation rhetls: 1) liquidation or appraised values determimgdn independent
third party appraisal; 2) an on-going businesgliscounted cash flows method wherein the cash femeslerived from the
sale of fully-developed lots, the development aale sf partially-developed lots, the operationted homeowner’s
association, and the value of raw land obtainenh fam independent third party appraiser; and 3)hemain-going business
method, which utilizes the same inputs as methdiPpresumes that cash flows will first be gerestdtom the sale of
raw ground and then from the sale of fully-devetbped partially-developed lots and the operatiothefhomeowner’s
association. The internal model also includesraga@ing business method wherein the cash flowslaneed from the sale
of fully-developed lots, the development and sdlpastially-developed lots, the operation of thertemwner’s association,
and the development and sale of lots from the ptgpleat is currently raw land. However, managenukes not feel the
results from this method provide a reliable indmwatof value because the time to “build-out” therelepment exceeds 18
years. Because of this unreliability the resulberf this method are given a zero weighting in thalfimpairment analysis.
The significant inputs include raw land values,apton rates of lot sales, and a market discoata. r Management
believes this multi-faceted approach is reasongivken the highly subjective nature of the assunmgtiand the differences
in valuation techniques that are utilized withicleapproach (e.g., order of distribution of assetsn potential liquidation).
It is management’s opinion that no one valuatiothme within the model is preferable to the othed #rmat no one method
is more likely to occur than the other. Therefdhe, final estimate of value is determined by asisigjan equal weight to
the values derived from each of the first threehod$ described above.

As a result of this analysis, the Company mheitged that its investment in Central Platte wasemially impaired and
recorded an impairment charge of $2.0 million ($tillion, net of tax) during the year ended Septen®0, 2010.

The following table displays the results dedrom the Company’s internal valuation model #ralcarrying value of
its investment in Central Platte at June 30, 20Rallar amounts are expressed in thousands.

Method 1 $ 15,178
Method 2 16,465
Method 3 18,633
Average of methods 1, 2, and 3 $ 16,759
Carrying value of investment in Central Pladtadings, LLC $ 16,381
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The Company’s investment in NBH consists 8D&6 ownership interest in an entity that holds kamd, which is
currently zoned as agricultural. The general marsamtend to rezone this property for commeramal/ar residential
development. The raw land was purchased in 2002 Company accounts for its investment in NBH urtde equity
method. Due to the overall economic conditions@urding real estate, the Company evaluated issiment for
impairment in accordance with ASC 323-10-35-32,chitprovides guidance related to a loss in valuenogéquity method
investment. Potential impairment was measureddasdiquidation or appraised values determinedibyndependent
third party appraisal. As a result of this anayihe Company determined that its investment ikiNEs materially
impaired and recorded an impairment charge of #iillion ($693,000, net of tax) during the year etddeptember 30,
2010. No events have occurred during the nine hsoabded June 30, 2011, that would indicate anifiadal impairment
of the Company’s investment in NBH. The carryirsdue of the Company'’s investment in NBH was $1.Hioni at June
30, 2011.

(16) SUPERVISORY AGREEMENT

On April 30, 2010, the Board of Directors of NoAmerican Savings Bank, F.S.B., a wholly ownedsgtiary of the
Company, entered into a Supervisory Agreement thighOTS, the Bank’s primary regulator, effectiveohghat date. The
agreement requires, among other things, that tiné Bavise its policies regarding internal assetawyobtain an
independent assessment of its allowance for lodriease losses methodology and conduct an indepetided-party
review of a portion of its commercial and constimetioan portfolios. The agreement also directsBlank to provide a
plan to reduce its classified assets and its rediam brokered deposits, and restricts the payofatividends or other
capital distributions by the Bank during the peraddhe agreement. The agreement did not dihbecBlank to raise capital,
make management or board changes, revise any @i&rep or restrict lending growth. The Bank rees written
communication from OTS that, notwithstanding theseence of the Supervisory Agreement, the Bank natlbe deemed
to be in “troubled condition.”

On April 30, 2010, the Company’s Board of Direstentered into an agreement with the OTS, effeaiof that date.
The agreement restricts the payment of dividendslwer capital distributions by the Company andries the Company’s
ability to incur, issue or renew any debt during fieriod of the agreement.

As of June 30, 2011, the Company and the digvgiBank are in compliance with these regulatogyeements.
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Item 2. Management’s Discussion and Analysis ofRcial Condition and Results of Operations.

FORWARD-LOOKING STATEMENTS

We may from time to time make written or difakward-looking statements,” including statemeotsitained in our
filings with the Securities and Exchange Commisgi®EC"). These forward-looking statements mayrgided in this
quarterly report to shareholders and in other comaations by the Company, which are made in godHt fay us pursuant
to the “safe harbor” provisions of the Private Séias Litigation Reform Act of 1995.

These forward-looking statements include statgts about our beliefs, plans, objectives, g@adgectations,
anticipations, estimates and intentions, that abgest to significant risks and uncertainties, anel subject to change based
on various factors, some of which are beyond ouatrob The words “may,” “could,” “should,” “would,*believe,”
“anticipate,” “estimate,” “expect,” “intend,” “plghand similar expressions are intended to iderftfyvard-looking
statements. The following factors, among othera|cdcoause our financial performance to differ matkr from the plans,
objectives, goals, expectations, anticipationsieges and intentions expressed in the forwarditap&tatements:

” u ” o

» the strength of the U.S. economy in general andtifgagth of the local economies in which we conadperations;

» the effects of, and changes in, trade, monetaryfiaadl policies and laws, including interest ratdicies of the Federal
Reserve Board;

» the effects of, and changes in, foreign and milifzolicy of the United States Government; inflatiorterest rate,
market and monetary fluctuations;

« the timely development and acceptance of our nedymts and services and the perceived overall \&#ltleese
products and services by users, including the feafyricing and quality compared to competitorsducts and
services;

» the willingness of users to substitute competitpreducts and services for our products and sesyice

e our success in gaining regulatory approval of aodpcts, services and branching locations, wheuired;

» the impact of changes in financial services' lang @gulations, including laws concerning taxeskiogg, securities
and insurance;

« technological changes;

e acquisitions and dispositions;

« changes in consumer spending and saving habits;

e our success at managing the risks involved in asimess; and

« changes in the fair value or economic value of,ampents of, and risks associated with the Bank/gstments in real
estate owned, mortgage backed securities and asisets.

This list of important factors is not all-insive. We do not undertake to update any forwaolitey statement,
whether written or oral, that may be made from ttmé&me by or on behalf of the Company or the Bank

GENERAL

NASB Financial, Inc. (“the Company”) was fordhe April 1998 to become a unitary thrift holdiogmpany of North
American Savings Bank, F.S.B. (“the Bank” or “NoAmerican” or “NASB”). The principal business ¢fet Company is
to provide banking services through the Bank. 8igadly, the Bank obtains savings and checkingatéts from the public,
then uses those funds to originate and purchasestsde loans and other loans. The Bank also pgeshmortgage-backed
securities (“MBS”) and other investment securifi@sn time to time as conditions warrant. In aduitto customer
deposits, the Bank obtains funds from the saleafs$ held-for-sale, the sale of securities avaliit-sale, repayments of
existing mortgage assets, advances from the Federaé Loan Bank (“FHLB”), and the purchase of brekkdeposit
accounts. The Bank’s primary sources of incomerdaegest on loans, MBS, and investment securjties customer
service fees and income from mortgage bankingitiev Expenses consist primarily of interest pagits on customer
deposits and other borrowings and general and astngitive costs.

The Bank is regulated by the Office of Th8fipervision (“OTS") and the Federal Deposit Insaga@orporation
(“FDIC"), and is subject to periodic examination bgth entities. The Bank is also subject to tlgulations of the Board
of Governors of the Federal Reserve System (“FRBHjch establishes rules regarding reserves that brmimaintained
against customer deposits.
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CRITICAL ACCOUNTING POLICIES

The preparation of financial statements infeanity with accounting principles generally acasghin the United States
(“GAAP”) requires management to make significarttigments and assumptions in certain circumstanegsitfect
amounts reported in the accompanying consolidatedhéial statements and related notes. In pregdhniese financial
statements, management has made its best estiamate@ssumptions that affect the reported assetbadiities. The most
significant assumptions and estimates relate taltbavance of loan losses, the valuation of deiveainstruments and the
valuation of equity method investments. Applicataf these assumptions requires the exercise ghjedt as to future
uncertainties and, as a result, actual resultdoditfier from these estimates.

In April 2011, the Financial Accounting Stamdi®Board issued Accounting Standards Update Nbl-2@2, A
Creditor’s Determination of Whether a Restructurie@ Troubled Debt Restructuring, which clarifiee guidance on how
creditors evaluate whether a restructuring of defatifies as a Troubled Debt Restructuring (“TDRBxamples of
restructurings include an extension of a loan’sumigt date, a reduction in the interest rate, feegiess of a debt’s face
amount and/or accrued interest, and a deferragoregse in payments for a period of time. The @memts clarify the
definition of a TDR in ASC 310-40, which providdmt a debt restructuring is considered a TDR ifctteglitor, for
economic or legal reasons related to the borroweracial difficulties, grants a concession to bogrower that it would
not otherwise consider. The framework for evah@t restructuring requires that a creditor deteenifi both of the
following conditions are met: 1) the borrower iperiencing financial difficulties, and 2) the mestturing includes a
concession by the creditor to the borrower. Fdalipicompanies, this standard is effective forfira interim or annual
period beginning on or after June 15, 2011. Thmgany early adopted the ASU in its second fiscakgu, as permitted
by the standard.

In addition to the adoption of ASU 2011-02¢am connection with the determination of impairmpehe Company
performed a review of 1) its historical residehtiavelopment loan foreclosures since 2008; 2yd¢ladized sale prices
versus both original and subsequent appraisalghedyaluation trends in unsold foreclosed asseis; 4) factors affecting
the current outlook for real estate developmentsdar the foreseeable future. Given the currdmeese economic
environment and negative outlook in the residewtialelopment real estate market, the Company resesdts
methodology for the valuation of loans in its reaslate development portfolio and adopted a changeethodology for
their valuation as of March 31, 2011, that apptieenward “qualitative” adjustments to the real est&gppraised values for
residential development loans that are deemed neghailWWe believe that these qualitative appraigpistments more
accurately reflect real estate values in lighthef $ales experience and economic conditions th&iawe recently observed.

Our Annual Report on Form 10-K for the yeadi@sh September 30, 2010 contains a descriptionroritical
accounting policies. Except as described abovahtonine months ended June 30, 2011, there veeneaterial changes to
these policies.

FINANCIAL CONDITION

Assets
The Company'’s total assets as of June 30, 2@té $1,257.0 million, a decrease of $177.2 mmlfimm September 30,
2010, the prior fiscal year end.

Loans receivable held for investment were $4.8 million as of June 30, 2011, a decrease ofi$d8llion during the
nine month period. The weighted average rate oh kans as of June 30, 2011, was 6.18%, a decirems®.29% as of
June 30, 2010.

Loans receivable held for sale as of Jun€8Q1, were $77.9 million, a decrease of $102.0nilfrom September 30,
2010, resulting primarily from a decrease in loagioation volume within the Bank’s mortgage bankifivision. This
portfolio consists of residential mortgage loangioated by the Bank’s mortgage banking divisioattill be sold with
servicing released. The Company has elected tg ans held for sale at fair value, as permitiader GAAP.
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As the Bank originates mortgage loans each mondéimagement evaluates the existing market conditmdstermine
which loans will be held in the Bank’s portfoliodawhich loans will be sold in the secondary marketans sold in the
secondary market can be sold with servicing retaseonverted into MBS and sold with the loan smng retained by the
Bank. At the time of each loan commitment, a deniss made to either hold the loan for investméotd it for sale with
servicing retained, or hold it for sale with seinigreleased. Management monitors market conditiordecide whether
loans should be held in portfolio or sold and idsevhich method of sale is appropriate. During tine months ended
June 30, 2011, the Bank originated and purchasga?$X million in mortgage loans held for sale, $B80million in
mortgage loans held for investment, and $2.3 mmillioother loans. This total of $1,337.5 millianldoans compares to
$1,271.0 million in loans originated and purchadedng the nine months ended June 30, 2010.

The Bank classifies problem assets as “subllatdri’ “doubtful” or “loss.” Substandard assetsédnane or more defined
weaknesses, and it is possible that the Bank usflasn some loss unless the deficiencies are dede®oubtful assets
have the same defects as substandard assetshusvetaknesses that make collection or full ligticdaimprobable.
Assets classified as loss consist of the resereetiibp of loans classified as impaired pursuarA®e 310-10-35.

The following table summarizes the Bank’s sifisd assets, including foreclosed assets helddt®, as reported to the
OTS, plus any classified assets of the holding @mgp Dollar amounts are expressed in thousands.

6/30/11 9/30/10 6/30/10
Asset Classification:
Substandard $ 142,615 142,085 148,440
Doubtful - -- 300
Loss* 52,876 16,965 18,041
195,491 159,050 166,781
Allowance for losses on loans and

real estate owned (83,652) (34,643) (35,395)
$ 111,839 124,407 131,386

*Assets classified as loss represent the amoumisaisured impairment related to loans and foreclassets held for sale
that have been deemed impaired. The Bank recosgedfic loss allowance equal to the amount ofsuead impairment.
These specific allowances are included in the lealanfi the allowance for losses on loans and réateeewned above.

The following table summarizes non-performasgets, troubled debt restructurings, and realeeatajuired through
foreclosure, net of specific loss allowances. Broimounts are expressed in thousands.

6/30/11 9/30/10 6/30/10
Total Assets $ 1,256,998 1,434,196 1,415,928
Non-accrual loans (excluding TDRS) $ 14,395 29,368 23,189
Troubled debt restructurings 82,199 , 730 18,479
Net real estate and other assets
acquired through foreclosure 19,834 38,362 25,120
Total $ 116,428 91,460 66,788
Percent of total assets 9.26% 6.38% 4.72%

Management records a provision for loan logs@snounts sufficient to cover current net chasffs-and an estimate of
probable losses based on an analysis of risksrithaigement believes to be inherent in the loarighort The Allowance
for Loan and Lease Losses (“ALLL") recognizes thkarent risks associated with lending activitiag, binlike specific
allowances, have not been allocated to particulalinlpm assets but to a homogenous pool of loarsnagement believes
that the specific loss allowances and ALLL are adg as of June 30, 2011. While management usdalale information
to determine these allowances, future allowancesheanecessary because of changes in economictiomsdi Also,
regulatory agencies (OTS and FDIC) review the Bsuakowance for losses as part of their examinatiand they may
require the Bank to recognize additional loss iovis based on the information available at the tifitheir examinations.
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Investment securities were $64.6 million adurie 30, 2011, an increase of $35.3 million frapt&8mber 30, 2010.
During the nine month period, the Bank purchasedriges of $71.3 million and sold $26.9 million eécurities available
for sale. In addition, the Bank sold $1.5 milliohsecurities held to maturity following a signdiat deterioration in the
issuer’s creditworthiness. The Company realizegggains of $1.1 million and no gross losses ers#te of securities
during the period.

Mortgage-backed securities were $43.9 milisrof June 30, 2011, a decrease of $3.3 milliom fitee prior year end.
During the nine month period, the Bank purchasedgage-backed securities of $8.8 million. Thereenmo sales of
mortgage-backed securities available for sale dutie nine month period ended June 30, 2011. Vérage yield on the
mortgage-backed securities portfolio was 4.70%uae B0, 2011, a decrease from 4.88% at Septemb&030.

The Company’s investment in LLCs, which is@atted for using the equity method, was $17.8 amltt June 30,
2011, a decrease of $51,000 from September 30, 2Dufing the fiscal year ended September 30, 20E0Company
recorded a $2.0 million impairment charge relateids investment in Central Platte Holdings, LLCéntral Platte”) and a
$1.1 million impairment charge related to its invesnt in NBH, LLC (“NBH"). There have been no et&subsequent to
September 30, 2010, that would indicate an additionpairment in value of the Company’s investmént€entral Platte
or NBH, which were $16.4 million and $1.4 milliohdune 30, 2011, respectively.

Liabilities and Equity

Customer and brokered deposit accounts desutefl.5 million during the nine months ended BMhe2011.
Specifically, customer deposits increased $15.4anibluring the period, primarily due to an increas retail certificates
of deposits resulting from promotions during theige2 Brokered deposits decreased $66.9 millioringduthe period, as a
result of the Bank’s effort to reduce its reliameethis funding source. The weighted averageoateustomer and
brokered deposits as of June 30, 2011, was 1.7@¥Ec@ase from 1.98% as of June 30, 2010.

Advances from the FHLB were $189.0 millionodslune 30, 2011, a decrease of $97.0 million fRBeptember 30,
2010. During the nine month period, the Bank beed $56.0 million of new advances and repaid $158liton.
Management regularly uses FHLB advances as amai&efunding source to provide operating liquiditd to fund the
origination and purchase of mortgage loans.

Subordinated debentures were $25.8 million as wé B0, 2011. Such debentures resulted from thames of Trust
Preferred Securities through the Company’s wholiywed statutory trust, NASB Preferred Trust I. Tast used the
proceeds from the offering to purchase a like arhofithe Company’s subordinated debentures. Themteres, which
have a variable rate of 1.65% over the 3-month LRBad a 30-year term, are the sole assets of the. Tr

Escrows were $7.4 million as of June 30, 2@ldecrease of $3.7 million from September 30, 200lls decrease is
due to amounts paid for borrowers’ taxes duringftlueth calendar quarter of 2010.

Total stockholders’ equity as of June 30, 20¢4ds $144.6 million (11.5% of total assets). Tdumpares to $167.8
million (11.7% of total assets) at September 3Q,200n a per share basis, stockholders’ equity$4&s38 on June 30,
2011, compared to $21.32 on September 30, 2010.

The Company did not pay any cash dividendsststockholders during the nine month period entiete 30, 2011. In
accordance with the April 2010 agreement with tieSQthe Company is restricted from the paymentiatidnds or other
capital distributions during the period of the agrent without prior written consent from the OTS.

Total stockholders’ equity as of June 30, 20ddludes an unrealized gain, net of deferrednimedaxes, on available for
sale securities of $353,000. This amount is r&dké the line item “Accumulated other compreheasncome.”

Ratios

The following table illustrates the Companggsurn on assets (annualized net income divideaivieyage total assets);
return on equity (annualized net income dividechbigrage total equity); equity-to-assets ratio (egdotal equity divided
by ending total assets); and dividend payout r@igidends paid divided by net income).
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Return on assets
Return on equity

Nine months ended

Equity-to-assets ratio
Dividend payout ratio

6/30/11 6/30/10
(2.29)% 0.37%
(19.77)% 3.29%
11.50% 11.68%
% 86.59%

RESULTS OF OPERATIONS - Comparison of three and nie months ended June 30, 2011 and 2010.

For the three months ended June 30, 201 ohegpany had net income of $4.4 million or $0.56 gf@re. This
compares to a net loss of $(460,000) or $(0.06%pare for the quarter ended June 30, 2010.

For the nine months ended June 30, 2011, ¢émep@ny had a net loss of $(23,153,000) or $(2.@4xpare. This
compares to net income of $4,088,000 or $0.52 Ipearesfor the nine months ended June 30, 2010.

Net Interest Margin

The Company’s net interest margin is comprisieithe difference (“spread”) between interest meoon loans, MBS and
investments and the interest cost of customer avkkbed deposits and other borrowings. Managememitors net
interest spreads and, although constrained byigartarket, economic, and competition factors, ibkkshes loan rates and
customer deposit rates that maximize net interesgim.

The following table presents the total doanounts of interest income and expense on thedteticamounts of average
interest-earning assets or interest-costing ligdslifor the nine months ended June 30, 2011 ah@.2Bverage yields
reflect reductions due to non-accrual loans. Gnlman becomes 90 days delinquent, any interesh#tsaaccrued up to that
time is reversed and no further interest inconreéegnized unless the loan is paid current. Awetsjances and weighted
average vyields for the periods include all accaumal non-accrual loans. The table also presentstinest-earning assets
and yields for each respective period. Dollar ame@are expressed in thousands.

Nine months ended 6/30/11 As of Nine months dr&l80/10 As of
6/30/11 6/30/10
Average Yield/ Yield/ Average Yield/ Yield/
Balance Interest Rate Rate Balance Interest Rate Rate
Interest-earning assets
Loans $ 1,087,355 50,605 6.21% 6.05% $1,272,452 59,671 6.25% 6.12%
Mortgage-backed securities 45,111 1,73011% 4.69% 70,086 2,492 4.74% 5.03%
Securities 64,211 2,954 6.13% 5.13% 37,146 1,164 4.18% 3.83%
Bank deposits 13,868 7  0.07% 0.01% 24,262 10 0.05% 0.01%
Total earning assets 1,210,545 55,296 9%.09 5.93% 1,403,946 63,337 6.02% 6.01%
Non-earning assets 110,978 75,744
Total $ 1,321,523 $ 1,479,690
Interest-costing liabilities
Customer checking and
savings deposit accounts $ 200,213 826 0.55% 0.53% $ 184,056 849 0.62% 0.50%
Customer and brokered
certificates of deposit 699,944 11,072.11% 2.06% 696,535 12,372  2.37% 2.39%
FHLB Advances 223,913 4,111 2.45% 1.73% 399,738 8,891 2.97% 2.82%
Subordinated debentures 25,000 371  1.98%1.92% 25,000 371  1.98% 1.98%
Total costing liabilities 1,149,070 16,3851.90% 1.71% 1,305,329 22,483 2.30% 2.49%
Non-costing liabilities 14,447 6,406
Stockholders’ equity 158,006 167,955
Total $ 1,321,523 $ 1,479,690
Net earning balance 61,475 98,617
Earning yield less costing rate 4.19% 4.22% 72% 3.52%
Average interest-earning
assets, net interest, and net
yield spread on average
interest —earning assets $,210,545 38,911 4.29% $1,403,946 40,854  3.88%
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The following table provides information redeng changes in interest income and interest expeRsr each category
of interest-earning asset and interest-costingliigbinformation is provided on changes attribolato: (1) changes in
rates (change in rate multiplied by the old volunf2) changes in volume (change in volume multiplig the old rate),
and (3) changes in rate and volume (change imnattplied by the change in volume). Average baks, yields and rates
used in the preparation of this analysis come filoepreceding table. Dollar amounts are expreissdtbusands.

Nine months ended June 30, 2011, compared to
nine months ended June 30, 2010

Yield/
Yield Volume Volume Total

Components of interest income:

Loans $ (382) (8,676) (8) (9,066)

Mortgage-backed securities 194 (888) (68) (762)

Securities 543 848 399 1,790

Bank deposits 4 (4) (3) (3)
Net change in interest income 359 (8,720) 320 (8,041)
Components of interest expense:

Customer and brokered deposit accounts (1,585) 293 (26) (1,318)

FHLB Advances (1,559) (3,917) 696 (4,780)

Subordinated debentures - - - -
Net change in interest expense (3,144) (3,624) 670 (6,098)

Decrease in net interest margin $ 3,503 (5,096) (350) (1,943)

Net interest margin before loan loss providior the nine months ended June 30, 2011, decatekis® million from the
same period in the prior year. Specifically, iestrincome decreased $8.0 million, which was ofiged $6.1 million
decrease in interest expense for the period. dstem loans decreased $9.1 million as the refal$d85.1 million
decrease in the average balance of loans receigatdtanding during the period and a 4 basis mi#otease in the average
rate earned on such loans during the period. dstem mortgage-backed securities decreased $T6@1@0to a $25.0
million decrease in the average balance of suchries, the effect of which was partially offset & 37 basis point
increase in average rate earned on mortgage-baeledities during the period. These decreasegeaneist income were
partially offset by a $1.8 million increase in irgst on investment securities resulting from a $2iillion increase in the
average balance and a 195 basis point increake nverage yield earned on such securities dunm@eriod. Interest
expense on customer and brokered deposit accoeotsased $1.3 million due to a 24 basis point deserén the average
rate paid on such interest-costing liabilities, ¢ffifect of which was partially offset by a $19.6lonh increase in the
average balance of customer and brokered depasitiats during the period. Interest expense on Fed®ances
decreased $4.8 million as the result of a $175IBomidecrease in the average balance and a 52 pasit decrease in the
average rate paid on such liabilities.

Provision for Loan Losses

The Company recorded a provision for loandessf $68,000 during the three month period ended 30, 2011, which
resulted from the partial charge-off of a commdnaal estate loan held by the Bank’s holding conyp&ASB Financial,
Inc. During the period, the Bank revised the mdtdtogy for calculating of the adequacy of its aliowe for loan and lease
losses by incorporating multiple historical “lookdk” periods from which loss data is used to forateilestimated future
loss ratios. These ratios are applied to the uarioan portfolios for purposes of estimating fetlosses and calculating
adequate levels of allowance for loan and leaseog'ALLL"). In addition, the Bank eliminated thuse of the 2%, 10%,
and 50% ALLL ratios which were applied to assetssified as special mention, substandard, and fidutespectively.
The Company is now using historical loss severity screased historical loss frequency ratios toutate the ALLL
associated with such classified assets, whichtegbirh a $3.1 million increase in the ALLL durirfgetquarter ended June
30, 2011. These changes were made at the requbst©TS during their recent examination, whichaaded during the
quarter ended June 30, 2011. Based upon the geiedoreclosure frequency and loss severity satiithin the Bank’s
portfolios and other qualitative factors relatedie current economic conditions, the Bank incréédisegeneral component
of allowance for loan losses during the quarterentline 30, 2011 to $30.2 million, from $24.0 miiliat March 31, 2011.
This increase in general reserves was offset byedses in specific reserves related to certairsl@atinin the Company’s
land development portfolio, which resulted in nai@idnal required provision for loan losses durthg quarter ended June
30, 2011. The decrease in specific reserves ftaiodand development loans was the result oBhek obtaining
additional collateral during the quarter, whichulésd in decreasing the measured impairment at 30n2011.
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During the quarter ended March 31, 2011, toemm@any adopted Accounting Standards Update No.-2@1IA
Creditor’'s Determination of Whether a Restructurigg Troubled Debt Restructuring.” This ASU dias the guidance
on how creditors evaluate whether a restructurfrapbt qualifies as a Troubled Debt Restructurifipe adoption of ASU
2011-02 increased the Company’s provision for loases by approximately $11.3 million. In additiorthe early
adoption of ASU 2011-02, and in connection with plnespective determination of impairment, the Conypadopted a
change in methodology for the valuation of loangdrdevelopment real estate portfolio. The redigeesthodology applies
downward “qualitative” adjustments to recent resthe appraised values for residential developmesdts that the
Company has deemed impaired. The Company beltbese qualitative appraisal adjustments betteecethe continued
uncertainty in real estate values in light of adeezconomic conditions that prevail. This chamgaéthodology increased
the provision for loan losses by approximately $18illion during the quarter ended March 31, 2011.

The Company recorded a provision for loandessf $10.5 million during the three month perioded December 31,
2010, due primarily to increases in specific resemelated to impaired construction and land deretnt loans. In
addition, the Bank increased its general resemiasad to the commercial real estate and land dpwednt portfolios based
primarily upon its historical losses and other val& qualitative factors such as economic and lessiconditions.

Management performs an ongoing analysis d¥iddal loans and of homogenous pools of loanssteas for any
impairment. On a consolidated basis, the allowdocsses on loans and real estate owned wa8#@f8otal classified
assets at June 30, 2011, 21.8% at September 30, &0d 21.2% at June 30, 2010.

Management believes that the allowance fasde®n loans and real estate owned is adequatdaise30, 2011. The
provision can fluctuate based on changes in ecanoariditions, changes in the level of classifiesets changes in the
amount of loan charge-offs and recoveries, or chaug other information available to managemerite process for
determining the amount of the ALLL includes vari@ssumptions and subjective judgments about thectability of the
loan portfolio, including the creditworthiness afrdorrowers and the value of real estate and @tbsets that serve as loan
collateral. In determining the appropriate amaafrthe ALLL, management relies on loan quality eavs, past experience,
an evaluation of economic conditions, and assetat@ns and appraisals, among other factors. Adgpjlatory agencies
review the Company’s allowances for losses as tgbahneir examination process and they may reqelignges in loss
provision amounts based on information availablkbatime of their examination.

Other Income

Other income for the three months ended JOn@®L1, decreased $5.1 million from the same garidhe prior year.
Specifically, gain on sale of loans held for sadergéased $5.4 million, due primarily to a decreaghe volume of
residential mortgage loans originated and soldchbyBank’s mortgage banking division during the geri Gain on sale of
securities available for sale decreased $664,080Qala decline in the volume of such sales duitiegperiod. Customer
service fees and charges decreased $667,000 pyithae to a decrease in miscellaneous loan feedtirgs from lower
residential mortgage loan origination volume duriing period. These decreases in other income paatilly offset by a
$1.5 million decrease in provision for loss on restate owned. The Company did not record a poovier loss on real
estate owned in the June 30, 2011 quarter, asemd@sewccurred during the quarter that would in@icatditional declines in
value of the Company'’s foreclosed assets helddiar. sin addition, other income increased $140M@® primarily to a
$289,000 decrease in expenses related to forechsseds available for sale during the period. @hirease was partially
offset by the effect of recording the net fair vabf certain loan-related commitments in accordavite GAAP.

Other income for the nine months ended R0, 2011, decreased $17.3 million from the spenod in the prior
year. Specifically, provision for loss on realatstowned increased $10.0 million due to declinesiue of foreclosed
assets held for sale. During the quarter endeaiviat, 2011, the Company adopted a change in metthggfor the
valuation of its residential development real estairtfolio that applied downward “qualitative” adiments to the real
estate appraised values for foreclosed developpreperties. Management believed that these quaétappraisal
adjustments more accurately reflect real estatgegah light of the sales experience and econommiditions that have
recently been observed. Gain on sale of securtiagable for sale decreased $4.4 million due $@aificant decline in
the volume of such sales during the period. Gaisale of loans held for sale decreased $3.6 mjliloe primarily to a
decrease in the volume of residential mortgagedaaiginated and sold by the Bank’s mortgage banHKimision during
the period. Customer service fees and chargesased $338,000 primarily due to a decrease in ifaseeus loan fees
resulting from the decrease in residential mortdaga origination volume as compared to the sami@gén the prior
year. Other income decreased $818,000 due primarthe effect of recording the net fair valueceftain loan-related
commitments in accordance with GAAP. These deeasother income were partially offset by a $2ilion decrease
in impairment loss on investment in resulting framimpairment charge related to the Company’s imvest in Central
Platte Holdings, LLC during the quarter ended Deoend1, 2009.
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General and Administrative Expenses

Total general and administrative expensegi®ithree months ended June 30, 2011, decreased#kon from the
same period in the prior year. Specifically, cossion-based mortgage banking compensation decr&askdillion due
primarily to the decrease in mortgage banking v@drom the same period in the prior year. Othgrease decreased
$508,000 due primarily to a decrease in legal fekged to Bank’s construction and land developrpentfolio, the effect
of which was partially offset by increases in datacessing and consulting fees. These decreagemnaral and
administrative expenses were partially offset 342,000 increase in advertising and business pgiomexpense during
the period, due primarily to a increase in coststee to the mortgage banking operation.

Total general and administrative expensegi®mnine months ended June 30, 2011, decrease@0bi4gin the same
period in the prior year. Specifically, compensatand fringe benefits increased $704,000 due pilyta the addition of
personnel in the Company’s mortgage banking, in&diom technology, loan servicing, and internal tisseiew
departments. Other expense increased $1.1 mdlieprimarily to increases in data processing fe@ssulting fees, and
other expenses related to the Company’s lendingatipas such as credit and appraisal fees, thetaffavhich was
partially offset by a decrease in legal fees relatethe Bank’s construction and land developmentfplio. These
increases in general and administrative expenses aftset by a $1.1 million decrease in commisdiased mortgage
banking compensation, due primarily to the decr@aseortgage banking volume from the same periaithénprior year,
and an $803,000 decrease in federal deposit inseia@emiums.

REGULATION

The Bank is a member of the Federal Home |Remk of Des Moines and its customers’ depositsremered by the
Deposit Insurance Fund (“DIF”) of the FDIC. Theri&ds subject to regulation by the OTS as its @raryy authority.
Since passage of the Financial Institutions Refd®etovery, and Enforcement Act of 1989 (“FIRREAtbe “Act”), the
FDIC also has regulatory control over the Banke THansactions of DIF-insured institutions are tediby statute and
regulations that may require prior supervisory applin certain instances. Institutions also niilstreports with
regulatory agencies regarding their activities thadr financial condition. The OTS and FDIC maleipdic examinations
of the Bank to test compliance with the variousutatpry requirements. The OTS can require antuntgth to re-value its
assets based on appraisals and to establish spedifiation allowances. This supervision and raigoh is intended
primarily for the protection of depositors. Als@gvings institutions are subject to certain reseegeirements under
Federal Reserve Board regulations.

Insurance of Accounts

The DIF insures the Bank’s customer deposibants to a maximum of $250,000 for each insuredesw Deposit
premiums are determined using a Risk-Related Prarflichedule (“RRPS”), a matrix which places eachned institution
into one of three capital groups and one of thugesrisory subgroups. The capital groups are @ctibe measure of risk
based on regulatory capital calculations and irehyell capitalized, adequately capitalized, andencapitalized. The
supervisory subgroups (A, B, and C) are more stibgand are determined by the FDIC based on reeguiatory
examinations. Member institutions are eligible feclassification every six months. On March 251 @, North American
was moved from supervisory category A to categaripdsed upon the results of the Bank’s OTS exaimimat
Based upon capital levels and supervisory evaloatistitutions are placed within one of four risegories. North
American is currently classified is risk category |

Prior to April 1, 2011, annual deposit inswampremiums ranged from 7 to 77.5 basis pointasifried deposits based
upon where an institution fits on the RRPS. Initholdl to deposit insurance premiums, institutions assessed a premium,
which is used to service the interest on the Fimgn€orporation (“FICQO”) debt. Effective April 2011, deposit insurance
premiums will be calculated based upon an instihis average consolidated total assets minus agdeangjible equity (tier
| capital), as required by the Dodd-Frank Act. aA®sult, the assessment rate was lowered to a feorg 2.5 to 45 basis
points based upon where an institution fits onRRPS.

Regulatory Capital Requirements

At June 30, 2011, the Bank exceeds all cap#gliirements prescribed by the OTS. To calculese requirements, a
thrift must deduct any investments in and loansulosidiaries that are engaged in activities nanjssible for a national
bank. As of June 30, 2011, the Bank did not hameimvestments in or loans to subsidiaries engagedtivities not
permissible for national banks.
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The following tables summarize the relatiopdietween the Bank’s capital and regulatory requénets. Dollar
amounts are expressed in thousands.

At June 30, 2011 Amount
GAAP capital (Bank only) $ 147,574
Adjustment for regulatory capital:
Intangible assets (2,496)
Reverse the effect of SFAS No. 115 3§35
Tangible capital 144,725
Qualifying intangible assets --
Tier 1 capital (core capital) 144,725
Qualifying general valuation allowance 63
Risk-based capital $ 158,396

As of June 30, 2011
Minimum Required for Minimum Required to be

Actual Capital Adequacy “Well Capitalized”

Amount Ratio Amount Ratio Amount Ratio

Total capital to risk-weighted assets #68,396 14.7% 86,129 >28% 107,661 >10%

Tier 1 capital to adjusted tangible asset44,725 11.7% 49,322 24% 61,652 >5%
Tangible capital to tangible assets 144,725 7%l 18,496 >21.5% - --

Tier 1 capital to risk-weighted assets 144,725 .A%3 -- -- 64,597 >26%

Loans to One Borrower

Institutions are prohibited from lending toyame borrower in excess of 15% of the Bank’s urirgd capital plus
unimpaired surplus, or 25% of unimpaired capitakpinimpaired surplus if the loan is secured btagereadily
marketable collateral. Renewals that exceed thesldo-one-borrower limit are permitted if the @ borrower remains
liable and no additional funds are disbursed. Baek has received regulatory approval from the @Qm&er 12 CFR
560.93 to increase its loans-to-one-borrower Ibmi$30 million for loans secured by certain restégmousing units. Such
loans must not, in the aggregate, exceed 150%edB#mk’s unimpaired capital and surplus.

Dodd-Frank Wall Street Reform and Consumer Protectbn Act

The Dodd-Frank Wall Street Reform and Consuretection Act (the “Dodd-Frank Act” or the “Actiyas signed into
law on July 21, 2010. Under the Act, the Bank'snary federal regulator, the OTS, will be elimindtend existing federal
thrifts will be subject to regulation and supereisby the Office of the Comptroller of the Currenashich supervises and
regulates all national banks. Existing savingslaad holding companies will be subject to regalatand supervision by
the Federal Reserve Board. The Dodd-Frank Actesesnew Consumer Financial Protection Bureau bviblad powers to
enforce consumer protection laws and ensure thekatsafor consumer financial products and servaredair, transparent,
and competitive. The Act restricts the abilitybainks to apply trust preferred securities towagailaory capital
requirements. However, Tier 1 capital treatmentffast preferred securities issued before May2040 is grandfathered
for bank holding companies with assets under $lliomi The Dodd-Frank Act will require publicaltyaded companies to
give stockholders a non-binding vote on executmmpgensation and so called “golden parachute” pajsnerhe Act
authorizes the Securities and Exchange Commissipnoimulgate rules that would allow stockholderadminate their
own candidates using a company’s proxy materiéilee Dodd-Frank Act also broadens the base for FiB$Grance
assessments, which will be based on average cdasadi total assets less tangible equity capitdderahan deposits. The
Act also makes permanent the maximum deposit inseramount of $250,000 per depositor. The fedagahcies are
given significant discretion in drafting the rulasd regulations required by The Dodd-Frank Actnsamuently, the full
impact of this legislation will not be known forree time.
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LIQUIDITY AND CAPITAL RESOURCES

Liquidity measures the ability to meet dep@sthdrawals and lending commitments. The Bankegates liquidity
primarily from the sale and repayment of loanssmébn or newly acquired retail deposits, and adearirom the FHLB of
Des Moines. Management continues to use FHLB ambsas a primary source of short-term funding. Blddvances are
secured by a blanket pledge agreement of the Bémdesand securities portfolio, as collateral, supgd by quarterly
reporting of eligible collateral to FHLB. AvailabFHLB borrowings are limited based upon a perggntd the Bank’s
assets and eligible collateral, as adjusted bygpiate eligibility and maintenance levels. Managat continually
monitors the balance of eligible collateral relatte the amount of advances outstanding. At 3002011, the Bank had a
total borrowing capacity at FHLB of $301.3 milliceind outstanding advances of $189.0 million. ThalkBalso has
established relationships with various brokers, asch secondary source of liquidity, the Bank maghase brokered
deposit accounts.

The Bank entered into a Supervisory Agreemétfit the OTS on April 30, 2010, which, among ottiengs, required
the Bank to reduce its reliance on brokered depoBite OTS subsequently approved the Bank’s plaedoce brokered
deposits to $145.0 million by June 30, 2010, $135il6on by June 30, 2011 and $125.0 million by 80, 2012. The
Bank had no brokered deposits as of June 30, 20hds, the Bank could acquire up to $135.0 miliiobrokered deposits
and still comply with the plan as of June 30, 2011.

Fluctuations in the level of interest ratgsi¢plly impact prepayments on mortgage loans andsMBuring periods of
falling interest rates, these prepayments incraagea greater demand exists for new loans. Th&'8anstomer deposits
are partially impacted by area competition. Mamaget believes that the Bank will retain most ofnitaturing time
deposits in the foreseeable future. However, aateral funding needs that may arise in the futae be reasonably
satisfied through the use of additional FHLB adwenand/or brokered deposits. The Bank’s contingéquidity sources
include the Federal Reserve discount window aneksafl securities available for sale. Managemenoisaaware of any
other current market or economic conditions thatadanaterially impact the Bank’s future ability taeet obligations as
they come due.

Item 3. Quantitative and Qualitative DisclosuresofdbMarket Risk.

For a complete discussion of the Company’staasd liability management policies, as well aspbtential impact of
interest rate changes upon the market value d€tmpany’s portfolio, see the “Asset/Liability Mamagent” section of the
Company’s Annual Report on Form 10-K for the yeaadedd September 30, 2010, filed with the Securdie$ Exchange
Commission on December 14, 2010.

Management recognizes that there are certarkatrisk factors present in the structure ofBhek’s financial assets
and liabilities. Since the Bank does not have natamounts of derivative securities, equity sés, or foreign currency
positions, interest rate risk (“IRR”) is the prirganarket risk that is inherent in the Bank’s pditfio On a quarterly basis,
the Bank monitors the estimate of changes thatdvpaotentially occur to its net portfolio value (“NP) of assets,
liabilities, and off-balance sheet items assumisgdden change in market interest rates. Manadggmesents a NPV
analysis to the Board of Directors each quarterMiRY policy limits are reviewed and approved. TEhkave been no
material changes in the market risk informatiomfrihat provided in the Annual Report on Form 10eKthe year ended
September 30, 2010, filed with the Securities anchBnge Commission on December 14, 2010.

Item 4. Controls and Procedures.

Under the supervision and with the participatd our management, including our principal exaeuofficer and
principal financial officer, we conducted an evaion of the effectiveness of the design and openatif our disclosure
controls and procedures, as such term is defin€liies 13a-15(e) and 15d-15(e) under the Secusdtid€Exchange Act of
1934. Based upon and as of the date of this etiratyaur principal executive officer and our piippel financial officer
concluded that our disclosure controls and procsiuere effectivéo provide reasonable assurance that information
required to be disclosed by us in reports we filsubmit under the Securities and Exchange AcB8#lis
(1) recorded, processed, summarized and reporthchviihe time periods specified in Securities andHange
Commission rules and forms, and (2) accumulateccanmimunicated to our management, including our
principal executive officer and principal financadficer, as appropriate, to allow timely decisioagarding
required disclosure.
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Our disclosure controls were designed to g®veasonable assurance that the controls andduiesewould meet their
objectives. Our management, including our princigadcutive officer and principal financial officatpes not expect that
our disclosure controls will prevent all error aaltifraud. A control system, no matter how well ideed and operated, can
provide only reasonable assurance of achievingddsgned control objectives and management is medjud apply its
judgment in evaluating the cost-benefit relatiopsbii possible controls and procedures. Becauskeoinherent limitations
in all control systems, no evaluation of contrads provide absolute assurance that all controkssund instances of fraud,
if any, within the Company have been detected. &lielserent limitations include the realities thadgments in decision-
making can be faulty, and that breakdowns can obegause of simple error or mistake. Additionadgntrols can be
circumvented by the individual acts of some persbiyscollusions of two or more people, or by mamaget override of
the control. Because of the inherent limitationsinost-effective, maturing control system, misstatnts due to error or
fraud may occur and not be detected.

The Company’s management and the Audit Coremibf the Board of Directors concluded there weaéenmal
weaknesses in the design of such internal cortiolsf December 31, 2010. The material weaknes$aed to the
identification and recognition of troubled debttrasturings and impaired loans and timely recefmpraisals for
participated loans. The Company’s Board of Direzioiplemented several steps to improve the prosésskine 2011,
and thus remediated the material weaknesses. kdthmtthese steps are the following:

* Reuvision of the Company’s loan policy to more digdefine procedures to obtain appraisals on gaeted loans
from lead banks.

» Revision of the Company’s Internal Asset Review badn Classification policies related to troublezbt
restructurings and other impaired loans and ealbpton of ASU No. 2011-02, A Creditor’'s Determiioat of
Whether a Restructuring is a Troubled Debt Reatrirag for the quarter ended March 31, 2011.

There were no other changes in the Compantesrial control over financial reporting during {eriod covered by this

quarterly report on Form 10-Q that have materiaffected or are reasonable likely to materiallgeffour internal control
over financial reporting.
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PART Il - OTHER INFORMATION

Item 1. Legal Proceedings.
There were no material proceedings pending otteer tindinary and routine litigation incidental t@th
business of the Company.

ltem 1A. Risk Factors.
The following is a summary of risk factors relatitagthe operations of the Bank and the Companyesé&h
risk factors are not necessarily presented in threier of significance. In addition to the lisepented,
below, there may be other risks and uncertaintiasdould have a material adverse effect on thefzom
our financial condition and our results of openasiowhich could also impact the value or marketeaf our
common stock. To the extent that any of the infatian contained in this report constitutes forwkroking
statements, the risk factors set forth are additioautionary statements that identify importactdes that
may cause the Company'’s actual results to diffeerialy from those expressed in any forward-logkin
statements made by or on behalf of the Company.

Difficult market conditions continue to adversely dfect our industry. We are exposed to downturns in
the U.S. real estate market, particularly relateexisting residential homes, new residential qoicsion,
residential development properties, and commere#llestate. The housing market has experienced
dramatic declines over the past three years, graffécted by falling home prices, increasing féosares,
and unemployment. All of these have impacted tgeliformance and resulted in a significant level o
write-downs of asset values by the industry, inggah and by our Company, specifically. Becausthef
concern about the stability of the financial maskebany lenders and institutional investors hadeiced or
ceased providing credit to borrowers, includingtioer financial institutions. The weakened U.Srexmy
and tightening of credit have led to an increas®ellof commercial and consumer delinquenciescladé
consumer confidence, increased market volatility widespread reduction of overall business activhy
worsening of these conditions or prolonged econatagignation would likely exacerbate the adversecedf
of these difficult market conditions on our Compamg others in the financial institution industapd could
further materially increase our loan losses anth&irnegatively impact our financial condition apkrating
results.

Recent changes in banking regulations could materily affect the Company’s business.The current
political environment is demanding increased refiputaof the banking industry. Various new regulas
have been imposed over the past year, with muctiaadal regulation that has been proposed. Such
changing regulation, along with possible changdaxrlaws and accounting rules, may have a signific
impact on the ways that financial institutions cocickheir businesses, implement strategic initegj\engage
in tax planning and make financial disclosures mplying with increased regulations may increasecmsts
and limit the availability of our business oppoiities.

On July 21, 2010, The Dodd-Frank Wall Street Refarrd Consumer Protection Act was signed into law.
Some of the provisions may have consequences idaing our expenses, decreasing our revenues, and
changing the activities in which we choose to eegabhe specific impact of the Dodd-Frank Act om ou
current activities and our financial performancd depend on the manner in which relevant agencies
develop and implement required rules.

The Company’s performance is dependent on the ecomic conditions in the market in which it
operates. The Company operates primarily within the greltensas City area and is influenced by the
general economic conditions in Kansas City. Anyifer adverse changes in economic conditions in our
market area could impair our ability to collectisaobtain and retain customer deposits, and neggati
impact our overall financial condition.
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The current real estate market makes our concentradns in real estate lending susceptible to credit
losses.Our loan portfolios are concentrated in realtedtending, which has made, and will continue to
make, our loan portfolios susceptible to crediséssin the current real estate market, particulzetause of
continuing declines in the new home real estatketarSpecifically, we have a concentration ofdestial
real estate construction loans and residential thvélopment, most of which are located within the
metropolitan Kansas City market area. Additional have a concentration of commercial real esbaies
that are located around the country. Because ofieightened exposure to credit losses in these
concentrations, the downturns in the real estat&ehand the general economy have resulted inrafisignt
increase in classified assets over the past yéé#ne current economic environment continues for a
prolonged additional period, or deteriorates ewethér, the asset collateral values may furthelimeand
may result in increased credit losses and foreobssin these portfolios.

If our allowance for loan and lease losses (“ALLL")is not sufficient to cover actual loan losses, our
provision for losses could increase in future perids, causing a negative impact on operating results.
Our borrowers may not repay their loans accordintpé terms of the loans and, as a result of teéneds in
home prices, the collateral securing the paymettiede loans may be insufficient to pay remainaam|
balances. We may experience significant loan Kysshich could have a material adverse impact on ou
operating results. When determining the adequétlyeoALLL, we make various assumptions and
subjective judgments about the collectability of man portfolio, including the creditworthinessair
borrowers and the value of real estate and otisatathat serve as collateral for the repaymentasfy of
our loans. In determining the adequacy of the ALk rely on our loan quality reviews, our expecen
our evaluation of economic conditions, and assktatisns and appraisals, among other factorsuif o
assumptions prove to be incorrect, our ALLL may lmetsufficient to cover the losses inherent inloan
portfolio, which could result in additions to outoavance through provisions for loan losses. Mater
additions to our allowance would have a materiakase impact on our operating results.

The OTS (soon to be merged into the Office of tben@troller of the Currency), as an integral parthef
regulatory examination process, periodically redewr loan portfolio. Regulators may require uadd to
the allowance for loan losses based on their jucgsrend interpretations of information availableitem at
the time of their examinations. Any increase thatregulators require in our allowance for loassks
would negatively impact our operating results ia geriod in which the increase occurs.

The Company uses valuation methodologies, estimati® and assumptions for certain assets and loan
collateral which are subject to differing interpretations and could result in changes to asset or
collateral valuations that could have an adverse marial impact on the Company’s financial condition
or operating results. The Company uses estimates, assumptions and @grdgmvhen measuring the fair
value of financial assets, liabilities and loanl&igral. Fair values and the information usecetmrd
valuation adjustments are based on quoted marketspthird-party appraisals and/or other obsessaiputs
provided by third-party sources, when availableny Ahanges in underlying factors, assumptions or
estimates in any of these areas could materialpaghthe Company’s future financial condition and
operating results.

During periods of market disruption, it may be idifflt to value certain assets if comparable satenine
less frequent and/or market data becomes lesswatider Certain classes of assets or loan collateat
were in active markets with significant observaddéa may become illiquid due to the current finahci
environment. In such cases, asset valuations etayire more estimation and subjective judgmente Th
rapidly changing real estate market conditions @ ooditerially impact the valuation of assets and loa
collateral as reported within the Company’s finahstatements and changes in estimated values eanjd
significantly from one period to the next. Decream value may have a material adverse impadt@®n t
Company’s future financial condition or operatimgults.

The Company is subject to interest rate risk.Our results of operations are largely dependemntet
interest income, which is the difference betweenititerest we earn on our earning-asset portfalimsthe
interest paid on our cost of liability portfoliodlarket interest rates are beyond the Company’srabmand
they can fluctuate in response to general econoonditions and the policies of various governmeatsl
regulatory agencies. Changes in monetary polimjuding changes in interest rates, will influencarket
rates and prices for loan originations, purchasésvestment securities, and customer deposit atsouAny
substantial or prolonged change in market inta@ss could have a materially adverse effect on the
Company’s financial condition or results from opi&nas.
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Changes in income tax laws or interpretations or iraccounting standards could materially affect our
financial condition or results of operations. Changes in income tax laws could be enacted or
interpretations of existing income tax laws coubémge causing an adverse effect to our financiadition
or results of operations. Similarly, our accougtpolicies and methods are fundamental to how yerte
our financial condition and results of operaticBeme of these policies require use of estimates and
assumptions that may affect the value of our askaldlities, and financial results. Periodicalhew
accounting standards are imposed or existing steaa@ae revised, changing the methods for preparimg
financial statements. Such changes are not withiircontrol and could significantly impact our fircal
condition and results of operations.

The Company is subject to liquidity risk that couldimpair our ability to fund operations. Liquidity is
essential to our business and we rely on a nunftdifferent sources in order to meet our poteritalidity
demands. Our primary sources of liquidity are r@tail and wholesale customer deposit account$, ftas's
from payments and sales of loans and securitiesadwances from the Federal Home Loan Bank. Any
inability to raise or retain funds through depqditsrrowings, the sale of loans and other souroeildhave a
substantial negative effect on our liquidity. Quecess to funding sources in amounts adequateaode our
activities or on terms which are acceptable toaiddcbe impaired by factors that affect us speaifycor by
factors affecting the financial services industrygeneral. Even if funding remains available, éssof
liquidity pricing could raise the Company’s costfoifids and have an adverse material impact on the
Company’s financial condition and operating results

Any loss of key personnel could adversely affect ooperations. The Company’s success is, in large part,
dependent on its ability to attract and retain &mployees. Management believes it has implemented
effective succession planning strategies to rethegotential impact of the loss of certain keyspanel;
however, because of their skill-level and expergrice unexpected loss of key personnel could have
adverse material impact on the Company’s business.

We are subject to various legal claims and litigatin. We are periodically involved in routine litigatio
incidental to our business. Regardless of whetiese claims and legal actions are founded or ufed, if
such legal actions are not resolved in a mannaréle to us, they may result in significant finahc
liability and/or adversely affect the Company’sutggion. In addition, litigation can be costly.nyfinancial
liability, litigation costs or reputational damagaused by these legal claims could have a matatadrse
impact on our business, financial condition andiltef operations.

The Company operates in a competitive industry andnarket area. The financial services industry in
which the Company operates is rapidly changing wittnerous types of competitors including banksftghr
insurance companies, and mortgage bankers. Cdatioh in the industry is accelerating and theesraany
new changes in technology, products, and regulatide believe the competition for retail depositaunts
is especially significant in our market area. Tl@mpany must continue to invest in products ani/elsi
systems in order to remain competitive or its ficiahperformance may be impacted negatively.

Any electronic system failure or breach to our netwrk security could increase our operating costs or
impair the Company’s reputation. The Bank provides customers with electronic bagkiptions,

including online banking, bill payment serviceslio@ account opening and online loan applications.
Management has implemented all reasonable meagnsteiction for its electronic services; howeveerth
can be no absolute assurances that failures, uptésns, or electronic security breaches will notwr.

Should any of our electronic systems be compromitexdCompany’s reputation could be damaged and/or
relationships with customers impaired. A loss adibess could result and the Company could incur
significant expenses in remedying the security drea

The FDIC’s Changes in the Calculation of Deposit laurance Premiums and Ability to Levy Special
Assessments Could Increase Our Non-Interest Expengexd May Reduce Our Profitability. The range
of base assessment rates currently varies frora 43 basis points depending on an institution’s ris
category, with newly added financial measures tegpin increased assessment rates for institutieasily
relying on brokered deposits to support rapid agsatth. However, the Dodd-Frank Act requires RHC
to amend its regulations to redefine the assesshaesat used for calculating deposit insurance asszds.
On February 9, 2011, the FDIC adopted a final thiég defines the assessment base as the average
consolidated total assets during the assessmdntipainus the average tangible equity of the indure
depository institution during the assessment periblde FDIC also imposed a new assessment rate. scal
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Iltem 2.

Iltem 3.

Item 4.

Item 5.

Item 6.

Under the new system, banks will pay assessmeantsaié between 5 and 35 basis points per assets mi
tangible equity, depending upon an institution&k rcategory (the final rule also includes prognresgilower
assessment rate schedules when the FDIC's resstiog@aches certain levels). The rulemaking charthe
current assessment rate schedule so the schediulesuit in the collection of assessment reveinag is
approximately the same as generated under thentuate schedule and current assessment baseydéarl
banks with assets less than $10 billion will payBen deposit insurance assessments as a resbhk obw
rule. The majority of the changes in the FDIC'safirule became effective on April 1, 2011.

The FDIC has the statutory authority to impose Ep@ssessments on insured depository instituiivas
amount, and for such purposes, as the FDIC may deeessary. The change in the calculation
methodology for deposit insurance premiums angtssible emergency special assessments could $ecrea
our non-interest expense and may adversely affegbmfitability.

We May Elect Or Be Compelled To Seek Additional Cajpal In The Future, But That Capital May Not
Be Available When It Is NeededWe are required by our regulatory authorities tonaan adequate levels
of capital to support our operations. In additime, may elect to raise additional capital to supgee growth
of our business or to finance acquisitions, if aarywe may elect to raise additional capital fdrestreasons.
In that regard, a number of financial institutidra/e recently raised considerable amounts of dagsta
result of a deterioration in their results of opiemas and financial condition arising from the twitin the
mortgage loan market, deteriorating economic caoai{ declines in real estate values and otheoffsict
Although we are not aware of any requests for &wit capital at this time, should we elect or bguired
by regulatory authorities to raise additional calpitve may seek to do so through the issuancenuing
other things, our common stock or securities caiterinto our common stock, which could dilute you
ownership interest in the Company. The future eostavailability of capital may be adversely atiéecby
illiquid credit markets, economic conditions anduanber of other factors, many of which are outsifieur
control. Accordingly, we cannot assure you of ability to raise additional capital if needed ortenms
acceptable to us. If we cannot raise additionpitabwhen needed or on terms acceptable to usayt have
a material adverse effect on our financial conditimd results of operations.

A downgrade of the United States’ credit rating cold have a material adverse effect on our business,
financial condition and results of operations.In recent months, each of Moody'’s Investors Service
Standard & Poor’s Corp. and Fitch Ratings has plyblivarned of the possibility of a downgrade to the
United States’ credit rating. On August 5, 201&PSlowngraded its rating of the United States’ debt
AA+. Each of Moody’s and Fitch has maintained &g of U.S. debt at AAA. Any credit downgrade
(whether by S&P, Moody’s, or Fitch), and the at@midperceived risk that the United States may agtifs
debt obligations when due, could have a materia¢iesd effect on financial markets and economic itimms
in the United States and throughout the worldtutn, this could have a material adverse effeabun
business, financial condition and results of openat

Unregistered Sales of Equity Securities dad of Proceeds.
None.

Defaults Upon Senior Securities.
None.

(Removed and Reserved).

Other Information.
None.

Exhibits.

Exhibit 31.1 — Certification of Chief Executive @fér pursuant to Rules 13a-14(a) and 15d-14(a)
Exhibit 31.2 — Certification ohf@f Financial Officer pursuant to Rules 13a-14(@jl 15d-14(a)

Exhibit 32.1 — Certification of Chief Executive @#r pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906hef Sarbanes-Oxley Act of 2002

Exhibit 32.2 — Certification of Chief Financial ffer pursuant to 18 U.S.C. Section 1350, as adbpte
pursuant to Section 90éhef Sarbanes-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, the registrant has duly causisdéport to be signed
on its behalf by the undersigned thereunto dulyenized.

NASB Financial, Inc.
(Registrant)

August 9, 2011 By: /s/ David H. Hancock
David H. Hancock
Chairman and
Chief Executive Officer

August 9, 2011 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer
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