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PART | — FINANCIAL INFORMATION

Item 1. Financial Statements.

NASB Financial, Inc. and Subsidiary

See accompanying notes to condensed consolidai@ucial statements

Condensed Consolidated Balance Sheets June 30, September 30,
2012 2011
(Unaudited)

ASSETS (Dollars in thousands)
Cash and cash equivalents $ 8,553 5,030
Securities:

Available for sale, at fair value 190,533 72,125
Stock in Federal Home Loan Bank, at cost 8,097 13,551
Mortgage-backed securities:

Available for sale, at fair value 575 715

Held to maturity, at cost 28,567 39,146
Loans receivable:

Held for sale, at fair value 123,862 115,434

Held for investment, net 807,091 987,400

Allowance for loan losses (34,816) (70,266)

Total loans receivable, net 896,137 1,032,568
Accrued interest receivable 4,414 4,870
Foreclosed assets held for sale, net 17,488 16,937
Premises and equipment, net 15,176 14,434
Investment in LLCs 17,363 17,674
Deferred income tax asset, net 20,377 19,221
Income taxes receivable -- 3,124
Other assets 13,289 14,189

$ 1,220,569 1,253,584

LIABILITIES AND STOCKHOLDERS’ EQUITY
Liabilities:

Customer deposit accounts 844,058 784,681

Brokered deposit accounts 21,358 24,994

Advances from Federal Home Loan Bank 150,000 247,000

Subordinated debentures 25,774 25,774

Escrows 6,909 10,082

Income taxes payable 169 --

Accrued expenses and other liabilities 11,092 10,675

Total liabilities 1,059,360 1,103,206
Stockholders’ equity:

Common stock of $0.15 par value: 20,000,000esha

authorized; 9,857,112 shares issued 1,479 1,479

Additional paid-in capital 16,656 16,652

Retained earnings 181,775 171,406

Treasury stock, at cost; 1,989,498 shares (38,418) (38,418)

Accumulated other comprehensive loss (283) (741)

Total stockholders’ equity 161,209 150,378

1,220,569 1,253,584




NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Operations

(Unaudited)
Three months ended Nine months ended
June 30, June 30,
2012 2011 2012 2011
(Dollars in thousands, except per share data)
Interest on loans receivable $ 13,654 16,339 43,817 50,605
Interest on mortgage-backed securities 415 601 1,377 1,730
Interest and dividends on securities 676 1,116 2,142 2,954
Other interest income 5 1 11 7
Total interest income 14,750 18,057 47,347 55,296
Interest on customer and brokered deposit acsount 2,241 3,755 7,155 11,903
Interest on advances from Federal Home Loan Bank 658 1,004 1,859 4,111
Interest on subordinated debentures 135 122 401 371
Total interest expense 3,034 4,881 9,415 16,385
Net interest income 11,716 13,176 37,932 38,911
Provision for loan losses 3,000 68 10,500 49,394
Net interest income (loss) after provision lfman losses 8,716 13,108 27,432 (10,483)
Other income (expense):
Loan servicing fees, net 39 (73) 104 (30)
Impairment recovery on mortgage servicing rights - 25 -- 42
Customer service fees and charges 1,424 1,256 4,036 5,016
Provision for loss on real estate owned (361) -- (3,784) (11,731)
Gain (loss) on sale of securities availableste -- 203 (343) 673
Gain (loss) on sale of securities held to maturi (32) -- (32) 411
Gain from sale of loans receivable held for sale 12,949 5,325 32,785 21,174
Impairment loss on investment in LLCs -- -- (200) --
Other 1,542 (351) 1,833 (1,837)
Total other income 15,561 6,385 34,399 13,718
General and administrative expenses:
Compensation and fringe benefits 5,633 4,696 16,454 14,572
Commission-based mortgage banking compensation 4,421 2,364 11,730 10,756
Premises and equipment 1,184 1,082 3,669 3,195
Advertising and business promotion 1,614 1,628 3,995 4,229
Federal deposit insurance premiums 361 404 1,148 1,307
Other 2,850 2,182 7,975 6,823
Total general and administrative expenses 16,063 12,356 44,971 40,882
Income (loss) before income tax expense (bgnefit 8,214 7,137 16,860 (37,647)
Income tax expense (benefit) 3,159 2,748 6,491 (14,494)
Net income (loss) $ 5,055 4,389 10,369 (23,153)
Basic earnings (loss) per share $ 0.64 0.56 1.32 (2.94)
Diluted earnings (loss) per share $ 0.64 0.56 1.32 (2.94)
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 (loss) equity
(Dollars in thousands)
Balance at October 1, 2011 $1,479 16,652 171,406  (38,418) (741) 150,378
Comprehensive income:
Net income -- -- 10,369 -- -- 10,369
Other comprehensive income, net of tax:
Unrealized gain on securities
available for sale - - - - 458 458
Total comprehensive income 10,827
Stock based compensation expense -- 4 -- -- -- 4
Balance at June 30, 2012 $1,479 16,656 181,775 (38,418) (283) 161,209

Nine months ended
June 30, 2012
(Dollars in thousands)

Reclassification Disclosure:
Unrealized gain on available for sale securitiet of

income taxes of $142 $ 227
Reclassification adjustment for loss includedét

income, net of income taxes of $144 231
Change in unrealized gain on available for sale

securities, net of income taxes of $287 $ 458

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 operating activities:
Depreciation
Amortization and accretion, net
(Gain) loss on sale of securities availablestle
(Gain) loss on sale of securities held to mgtur
Loss from investment in LLCs
Impairment loss on investment in LLCs
Impairment recovery on mortgage servicing sght
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 income taxes payable
Net cash provided by operating activities

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 f@siment
Proceeds from sale of Federal Home Loan Bankkstoc
Purchase of mortgage backed securities held toritya
Purchase of investment securities availabledtg s
Proceeds from sale of mortgage backed secuhiéilesto maturity
Proceeds from sale of investment securities teefdaturity
Proceeds from sale of investment securities abtailfor sale
Proceeds from sale of real estate owned
Purchases of premises and equipment, net
Investment in LLCs
Other

Net cash provided by investing activities

2012 2011
(Dollars in thousands)
10,369 (23,153)
1,461 1,390
(832) (116)
343 (673)
32 (411)
116 57
200 -
- (42)
(32,785) (21,174)
10,500 49,394
3,784 11,731
(1,294,296) (1,229,443)
1,318,653 1,352,568
4 37
(1,364) 1,354
456 267
3,816 (15,862)
20,457 125,924
9,654 11,871
118 159
- 166
25,109 8,198
185,273 131,596
3,122 4,222
(62,045) (104,550)
(2,509) (2,346)
(709) (1,219)
5,454 5,882
- (8,768)
(163,147) (71,259)
859 -
- 1,491
19,678 26,916
8,155 18,983
(2,203) (1,785)
4) (6)
640 (141)
27,445 19,410



NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Cash Flowsa{uiited)

Cash flows from financing activities:
Net increase (decrease) in customer and brokirpdsit accounts
Proceeds from advances from Federal Home Loak Ban
Repayment on advances from Federal Home Loan Bank
Change in escrows
Net cash used in financing activities
Net increase (decrease) in cash and cashadgnis

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 estateenl, net of specific reserves

Conversion of real estate owned to loans redxdsey

See accompanying notes to condensed consolidai@ucial statements

Nine months ended June 30,

2012 2011
(Dollars in thousands)
55,794 (51,499)
25,000 56,000
(122,000) (153,000)
(3,173) (3,719)
(44,379) (152,218)
3,523 (6,884)
5,030 14,033

$ 8,553 7,149
$ 4,642 2,728
9,461 16,524

$ 15,974 31,148
3,907 4,220



(1) BASIS OF PRESENTATION

The consolidated financial statements inclildeaccounts of NASB Financial, Inc. (the “Comp3gnits wholly-owned
subsidiary, North American Savings Bank, F.S.Be (fBank”), and the Bank’s wholly-owned subsidiaigr-Am Service
Corporation. All significant inter-company transans have been eliminated in consolidation. Ttwesolidated financial
statements do not include the accounts of our wlovined statutory trust, NASB Preferred Trust b(tfirust”). The Trust
qualifies as a special purpose entity that is aquired to be consolidated in the financial statemef NASB Financial,
Inc. The Trust Preferred Securities issued byTthust are included in Tier | capital for regulataapital purposes.

The accompanying unaudited condensed consedidenancial statements are prepared in accordaithenstructions
to Form 10-Q and do not include all of the inforinatand footnotes required by accounting princigleserally accepted
in the United States of America (“GAAP”) for comtidinancial statements. All adjustments are nbanal and recurring
nature, and, in the opinion of management, thestants include all adjustments considered necefsiafgir presentation.
These statements should be read in conjunctiontivtitonsolidated financial statements and no®th included in the
Company’s Annual Report on Form 10-K for the yeaadledd September 30, 2011, filed with the Securéie$ Exchange
Commission on December 14, 2011. Operating reBultthe nine month period ended June 30, 2012nairaecessarily
indicative of the results that may be expectedHerfiscal year ending September 30, 2012. Thdeosed consolidated
balance sheet of the Company as of September 3@, B@s been derived from the audited balance sti¢lee Company as
of that date.

In preparing the financial statements, managens required to make estimates and assumptiatsffect the reported
amounts of assets and liabilities as of the dathebalance sheet and revenues and expenses foetiiod. Material
estimates that are particularly susceptible toii@mt change in the near-term relate to the deitemtion of the allowances
for losses on loans, valuation of foreclosed adselt$ for sale, accruals for loan recourse prousj@nd fair values of
financial instruments, among other items. Manag#rhelieves that these estimates are adequateveoweture additions
to the allowance or changes in the estimates manebessary based on changes in economic conditions.

The Company'’s critical accounting policiesatwng the more significant judgments and assummgtiosed in the
preparation of the condensed consolidated finastééments as of June 30, 2012, have remainedngeti from
September 30, 2011. These policies relate toltbeance for loan losses, the valuation of foreetbassets held for sale,
the valuation of derivative instruments, and thiiaion of equity method investments. Disclosuréese critical
accounting policies is incorporated by referencageurtem 8 “Financial Statements and Supplemenarta” in the
Company’s Annual Report on Form 10-K for the Compayear ended September 30, 2011.

Certain quarterly amounts for previous peribdge been reclassified to conform to the curresattgr’s presentation.
(2) RECONCILIATION OF BASIC EARNINGS (LOSS) PER SHA RE TO DILUTED EARNINGS (LOSS)
PER SHARE

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

Three months ended Nine months ended
6/30/12 6/30/11 6/30/12 6/30/11
Net income (loss) (in thousands) $ 5,055 4,389 10,369 (23,153)
Average common shares outstanding 7,867,614 7,867,614 7,867,614 7,864 ,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 $ 0.64 0.56 1.32 (2.94)
Diluted 0.64 0.56 1.32 (2.94)



At June 30, 2012 and 2011, options to purchd@se38 and 49,538 shares, respectively, of thepaoyis stock were
outstanding. These options were not includedenctidculation of diluted earnings (loss) per shmeause the option

exercise price was greater than the average mariket of the common shares for the period, thusingathe options anti-
dilutive.

(3) SECURITIES AVAILABLE FOR SALE

The following table presents a summary of sées available for sale at June 30, 2012. Ddi@mounts are expressed in
thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
Cost gains losses value
Corporate debt securities $58,113 613 723 58,003
U.S. Government sponsored agency securities 32,888 159 528 132,519
Municipal securities 11 -- -- 11
Total $ 191,012 772 1,251 190,533

The following table presents a summary of g6ées available for sale at September 30, 201&llab amounts are
expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Corporate debt securities $ 48,412 263 1,763 46,912
Trust preferred securities 24,942 254 -- 25,196
Municipal securities 17 -- -- 17
Total $ 73,371 517 1,763 72,125

During the nine month period ended June 3022the Company realized gross gains of $227,000yawss losses of
$570,000 on the sale of securities available fe. sihe Company realized gross gains of $673,0@0n@ gross losses on
the sale of securities available for sale durirggrtme month period ended June 30, 2011.

The following table presents a summary offievalue and gross unrealized losses of thoserges available for sale
which had unrealized losses at June 30, 2012.abPaihounts 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 $ 12,836 361 $ 15,621 362
U.S. Government sponsored agency securities 61,559 528 -- - -
Total $ 74,395 889 $ 15,621 362

Management monitors the securities portfaioifnpairment on an ongoing basis. This procegsli@s monitoring
market conditions and other relevant informatiog)uding external credit ratings, to determine leetor not a decline in
value is other-than-temporary. When the fair valfia security is less than its amortized cosipther-than-temporary
impairment is considered to have occurred if tresent value of expected cash flows is not suffidiemecover the entire
amortized cost, or if the Company intends to, df vé required to, sell the security prior to tleeovery of its amortized
cost. The unrealized losses at June 30, 201pyramarily the result of changes in market yieldsnfrthe time of purchase.
Management generally views changes in fair valused by changes in interest rates as temporary.



The scheduled maturities of securities avilédr sale at June 30, 2012 are presented inollening table. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
Cost gains losses value
Due in less than one year $11,841 -- 12 11,829
Due from one to five years 122,782 361 334 122,809
Due from five to ten years 45,594 411 596 45,409
Due after ten years 10,795 -- 309 10,486
Total $ 191,012 772 1,251 190,533

(4) SECURITIES HELD TO MATURITY

There were no securities held to maturityusieJ30, 2012 and September 30, 2011.

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 credititiness.

(5) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

The following table presents a summary of gege-backed securities available for sale at Jan2@®L2. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains Losses value
Pass-through certificates guaranteed by GNMA —dfivate  $ 80 -- - 80
Pass-through certificates guaranteed by FNMA —
adjustable rate 145 4 -- 149
FHLMC participation certificates:
Fixed rate 205 11 - 216
Adjustable rate 126 4 - 130
Total $ 556 19 -- 575

The following table presents a summary of gege-backed securities available for sale at Sd@es0, 2011. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
Cost gains Losses value
Pass-through certificates guaranteed by GNMiked rate  $ 86 3 -- 89
Pass-through certificates guaranteed by FNMA —
adjustable rate 174 6 -- 180
FHLMC participation certificates:
Fixed rate 268 25 -- 293
Adjustable rate 146 7 - 153
Total $ 674 41 -- 715

There were no sales of mortgage-backed sexsugvailable for sale during the nine month peviedded June 30, 2012
and 2011.



The scheduled maturities of mortgage-backedrgees available for sale at June 30, 2012 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 $ 205 11 -- 216
Due after ten years 351 8 - 359
Total $ 556 19 -- 575

Actual maturities and pay-downs of mortgagekea securities available for sale will differ fraaoheduled maturities
depending on the repayment characteristics andiexje of the underlying financial instruments,vamrich borrowers

have the right to prepay certain obligations.

(6) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

The following table presents a summary of gege-backed securities held to maturity at Jun@@02. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
FHLMC participation certificates:
Fixed rate $ 38 -- -- 38
FNMA pass-through certificates:
Fixed rate 4 -- -- 4
Balloon maturity and adjustable rate 5 2 - -- 25
Collateralized mortgage obligations 28,500 97 313 28,284
Total $ 28,567 97 313 28,351

The following table presents a summary of gege-backed securities held to maturity at SepteB®e?011. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
Cost gains losses value
FHLMC participation certificates:
Fixed rate $ 45 1 - 46
FNMA pass-through certificates:
Fixed rate 5 1 -- 6
Balloon maturity and adjustable rate 8 2 - -- 28
Collateralized mortgage obligations 39,068 101 218 38,951
Total $ 39,146 103 218 39,031




During the quarter ended June 30, 2012, thikBecognized a loss of $32,000 on the sale of dgage backed security
which was classified as held to maturity. The séghhad an amortized cost of $891,000 at the tifheale. The decision
was made to sell the security after it was deteedhithat there was significant deterioration inittseier’s creditworthiness.
There were no other sales of mortgage-backed siesunield to maturity during the nine month periedsed June 30,
2012 and 2011.

The following table presents a summary offttievalue and gross unrealized losses of those¢gage-backed securities
held to maturity which had unrealized losses aeR0 2012. Dollar amounts are expressed in tmalssa

Less than 12 months 12 months or longer
Estimated Gross Estimated Gross
fair unrealized fair unrealized
Value losses Value losses
Collateralized mortgage obligations $11,411 144 $ 9,440 169

Management monitors the securities portfaioifnpairment on an ongoing basis by evaluatingketaconditions and
other relevant information, including external dtedtings, to determine whether or not a declmegalue is other-than-
temporary. When the fair value of a security ssléhan its amortized cost, an other-than-temponapgirment is
considered to have occurred if the present valiexpécted cash flows is not sufficient to recoheréntire amortized cost,
or if the Company intends to, or will be required gell the security prior to the recovery of itsatized cost. The
unrealized losses at June 30, 2012, are primédn#lyesult of changes in market yields from the tohpurchase.
Management generally views changes in fair valused by changes in interest rates as temporargddition, all
scheduled payments for securities with unrealipsdds at June 30, 2012, have been made, andhiidpated that the
entire principal balance of such securities willdo#lected.

The scheduled maturities of mortgage-backedr#@s held to maturity at June 30, 2012, ares@néd 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 $ 10 -- -- 10
Due from five to ten years 1,378 - 32 1,346
Due after ten years 27,179 97 281 6,995
Total $ 28,567 97 313 28,351

Actual maturities and pay-downs of mortgagekiea securities held to maturity will differ froroleduled maturities
depending on the repayment characteristics andriexe of the underlying financial instruments,vamch borrowers
have the right to prepay certain obligations.
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(7) LOANS RECEIVABLE

The Bank has traditionally concentrated itgliag activities on mortgage loans secured by eggidl and business
property and, to a lesser extent, development hgndResidential mortgage loans have either long-fexed or adjustable
rates. The Bank also has a portfolio of mortgages$ that are secured by multifamily, constructéayvelopment, and
commercial real estate properties. The remainarf@f North American’s loan portfolio consistsrafn-mortgage
commercial and installment loans. The followinbléapresents the Bank’s total loans receivableia¢ B0, 2012 and
September 30, 2011. Dollar amounts are expressgmusands.

June 30, September 30,
HELD FOR INVESTMENT 2012 2011
Mortgage loans:
Permanent loans on:

Residential properties $ 336,135 329,715
Business properties 349,424 409,737
Partially guaranteed by VA or insuredryA 4,424 3,947
Construction and development 115,621 181,663
Total mortgage loans 805,604 925,062
Commercial loans 17,660 80,937
Installment loans and lease financing to individual 7,733 9,028
Total loans receivable held for istreent 830,997 1,015,027
Less:
Undisbursed loan funds (18,369) (20)94
Unearned discounts and fees on loans, netfefred costs (5,537) (6,683)
Net loans receivable held for investment $ 807,091 987,400

HELD FOR SALE
Mortgage loans:
Permanent loans on:
Residential properties $ 123,862 115,434

Included in the loans receivable balancesia¢ B0, 2012, are participating interests in maggaans and wholly
owned mortgage loans serviced by other institutiothe amount of $4.4 million. Loans and partitipns serviced for
others amounted to approximately $29.9 millionuate)30, 2012. Loans serviced for others are robtded in the
accompanying consolidated balance sheets.

Lending Practices and Underwriting Standards

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

The Bank’s residential real estate loan undégve are grouped into three different levels dolagpon each underwriter’s
experience and proficiency. Underwriters withicgle&evel are authorized to approve loans up toopitesd 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 underwrittenguSMMA’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 nleetautomated underwriting standards, it is undéem manually. Full
documentation to support each applicant’s credtohny, income, and sufficient funds for closingeguired on all loans.

An appraisal report, performed in conformity witletUniform Standards of Professional Appraiserstiti@ 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%.
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NASB originates Adjustable Rate Mortgages (AsgMvhich fully amortize and typically have initictes that are fixed
for one to seven years before becoming adjusta®leh loans are underwritten based on the iniiakést 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 thiseledue 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 loansutissantially impaired quality.

At the time a potential borrower applies faeaidential mortgage loan, it is designated dweid 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 therBeholds for sale conform to secondary market undgng criteria
established by various institutional investors! I&&ns originated, whether held for sale or heldifivestment, conform to
internal underwriting guidelines, which considenang other things, a property’s value and the hwerts ability to repay
the loan.

Construction and development loans - Condtmnend land development loans are made primarily t
builders/developers, who construct properties ésale.

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 bestuicted. All
construction and development loans are manuallgumitten using NASB's internal underwriting standis Al
construction and development loans must be apprbydde CEO and either the EVP/ Chief Credit Offioe
SVP/Construction Lending. Prior approval is regdifrom the Bank’s Board of Directors for newlyginated construction
and development loans with a proposed balance.6fi$flion or greater. The bank has adopted irgkloan-to-value
limits consistent with regulations, which are 6586 ifaw land, 75% for land development, and 85%dsidential and non-
residential construction. An appraisal report perfed in conformity with the Uniform Standards obféssional
Appraisers Practice by an outside licensed appraigequired on all loans in excess of $250,0G@nerally, the Bank will
commit to an initial term of 12 to 18 months on styaction loans, and an initial term of 24 to 48mtins on land
acquisition and development loans, with six moethemwals thereafter. Interest rates on construtiams typically adjust
daily and are tied to a predetermined index. NAS&aff regularly performs inspections of each prgpduring its
construction phase to help ensure adequate prograshieved before making scheduled loan disbuzaésn

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 rateslitto the prime rate and, in most cases, the tiondifor loan renewal
include an interest rate “floor” in accordance witle market conditions that exist at the time ofereal.

During the nine month period ended June 3022the Bank renewed a number of loans withindtsstruction and land
development portfolio due to slower home and I&s@ the current economic environment. Suchresieas were
accounted for as Troubled Debt Restructurings (“SD the restructuring was related to the borros/énancial
difficulty, and if the Bank made concessions thatauld not otherwise consider. In order to deiesmwhether or not a
renewal should be accounted for as a TDR, managemarwed 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 interest ror a write-off of the principal balance (altgbuthe Bank does commonly
require the borrower to make a principal reductibrenewal).

Commercial real estate loans - The Bank pueehand 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.
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The Bank’s commercial real estate loans atarsd primarily by multi-family and nonresidentbperties. Such loans
are manually underwritten using NASB's internal enwriting standards, which evaluate the sourcasmdyment,
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 alditiguidate the collateral
in such a manner as to completely protect the Baimk’estment. All commercial real estate loanstrbesapproved by the
CEO and either the EVP/ Chief Credit Officer or 3€8mmercial Lending. Prior approval is requireahfrthe Bank’s
Board of Directors for newly originated commerda@dns with a proposed balance of $2.5 million @ager. Typically,
loan-to-value ratios do not exceed 80%; howevareptions may be made when it is determined thasafety of the loan
is not compromised, and the rationale for exceethiglimit is clearly documented. An appraisglog performed in
conformity with the Uniform Standards of ProfessibAppraisers Practice by an outside licensed aggrés required on
all loans in excess of $250,000. Interest ratesaonmercial loans may be either fixed or tied fwedetermined index and
adjusted daily.

The Bank typically obtains full personal gustees from the primary individuals involved in tin@ensaction. Guarantor
financial statements and tax returns are reviewedialy to determine their continuing ability torflem under such
guarantees. The Bank typically pursues repayment §uarantors when the primary source of repayiisemit sufficient
to service the debt. However, the Bank may decatdo pursue a guarantor if, given the guarantimancial condition, it
is likely that the estimated legal fees would extct® probable amount of any recovery. AlthoughBlank does not
typically release guarantors from their obligatitire Bank may decide to delay the decision to pucsul 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. Colladéinspections are obtained on an annual basisdohn loan over $1
million, and on a triennial basis for each loanvi@n $500,000 and $1 million. Financial informatisuch as tax returns,
is requested annually for all commercial real eskaans over $500,000, which is consistent withugty practice, and the
Bank believes it has sufficient monitoring procestuin place to identify potential problem loana.loan is deemed
impaired when, based on current information andhesvet is probable that a creditor will be unataleollect all amounts
due in accordance with the contractual terms ofdha agreement. Any loans deemed impaired, réggsdf their
balance, are reviewed by management at the tirtteedfmpairment determination, and monitored onariguly 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.

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 entire homogenous and non-homogenous loan postfoALLLS are
established by charges to the provision for loasds and carried as contra assets. Managemeytesttie 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@tleast 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 examioas.

The ALLL is determined based upon two compasei 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 managetnaigves it will be
unable to collect all principal and interest dueading 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 efc¢bllateral if the loan is collateral depende®tior to the quarter ended
March 31, 2012, the Bank recorded a specific allmgaequal to the amount of measured impairment.
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In July 2011, the Office of Thrift Supervisi¢fOTS"”) merged with and into the Office of the Cptroller of the
Currency (“OCC"), and the OCC became the Bank’mpry regulator. Beginning with the quarter endeafdh 31, 2012,
the Bank was required to file a Consolidated Repb@ondition and Income (“Call Report”) insteadtbé previously
required Thrift Financial Report (“TFR”). With thedoption of the Call Report, the Bank was requitediscontinue using
specific valuation allowances on loans deemed irepai The TFR had allowed any measured impairmerie carried as
specific valuation allowances, whereas the CalldReqequires any measured impairments that are eeééoonfirmed
losses” to be charged-off and netted from theipeetve loan balances. For impaired loans thatallateral dependent, a
“confirmed loss” is generally the amount by whitle foan’s recorded investment exceeds the fairevafuts collateral. If
a loan is considered uncollectible, the entire edas deemed a “confirmed loss” and is fully cleakrgff. During the
quarter ended March 31, 2012, the Bank chargedgzinst ALLL the aggregate “confirmed losses,” thate carried as
specific valuation allowances in prior periods, aetted them against their respective loan balafocegporting purposes.
This change had no impact on net loans receivabpgesented in the consolidated balance sheetddition, this change
did not materially impact the analysis of ALLL, whiis described in more detail in the following ggmaph, as specific
valuation allowances were previously considereithéndetermination of historical loss ratios.

Loans that are not impaired are evaluateddagen the Bank’s historical loss experience, atagevarious subjective
factors, to estimate potential unidentified losséhin the various loan portfolios. These loans eategorized into pools
based upon certain characteristics such as lo&n tglateral type and repayment source. In aatditd analyzing
historical losses, the Bank also evaluates thevioilg subjective factors for each loan pool toreate future losses:
changes in lending policies and procedures, chaingssonomic and business conditions, changesimature and volume
of the portfolio, changes in management and ottlevant staff, changes in the volume and sevefipast due loans,
changes in the quality of the Bank’s loan reviewstsgn, changes in the value of the underlying aafidtfor collateral
dependent loans, changes in the level of lendimgeuatrations, and changes in other external fastach as competition
and legal and regulatory requirements. Histolizss ratios are adjusted accordingly, based uppeftfect that the
subjective factors have in estimated future losSéwese adjusted ratios are applied to the balasfdibe loan pools to
determine the adequacy of the ALLL each quartem: garposes of calculating historical loss rateggcific valuation
allowances established prior to March 31, 2012 caresidered charge-offs during the periods in wiiigty were
established.

The Bank does not routinely obtain updatedaippls for their collateral dependent loans thatret adversely
classified. However, when analyzing the adequddts @llowance for loan losses, the Bank consig@tential changes in
the value of the underlying collateral for suchrisas one of the subjective factors used to esifnédre losses in the
various loan pools.

The following table presents the balance enaliowance for loan losses for the three and minaths ended June 30,
2012 and 2011. Dollar amounts are expressed irstmals.

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

Balance at April 1, 2012 $ 6,941 3 13,881 189 651 152 36,797
Provision for loan losses 6,970 3) (5,165) 1,302 (89) (15) 3,000
Losses charged off (1,982) - (1,973) (3,317) -- -- (7,272)
Recoveries 20 2 1,662 588 -- 19 2,291
Balance at June 30, 2012 $ 11,949 2 8,405 w7 562 156 34,816
Balance at October 1, 2011 $ 6,663 12 13,201 488 7,682 845 70,266
Provision for loan losses 9,684 (12) 6,748 (1,359) (4,551) (20) 10,500
Losses charged off (4,524) - - (13,206) (27,350) (2,569) (698) (48,347)
Recoveries 126 2 1,663 885 - 19 2,397
Balance at June 30, 2012 $ 11,949 2 8,405 w7 562 156 34,816
Balance at April 1, 2011 $ 10,013 9 7,869 28, 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) (91) - (1,901)
Recoveries -- -- -- 250 -- -- 250
Balance at June 30, 2011 $ 6,672 11 10,453 1416, 6,645 1,937 71,864
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Balance at October 1, 2010 $ 4,427 10 6,708 018 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

The following table presents the balance enaliowance for loan losses and the recorded imasstin loans based on

portfolio segment and impairment method at June28@2. Dollar amounts are expressed in thousands.

Allowance for loan losses:
Ending balance of allowance
For loan losses related
To loans at June 30, 2012:
Individually evaluated for

Impairment $ 430 1 -- -- -- 1 432
Collectively evaluated for
Impairment $ 11519 1 8,405 3,742 562 155 34,384
Acquired with deteriorated
credit quality $ -- -- -- -- -- -- --
Loans:
Balance at June 30, 2012 $ 337,670 123,862 346,909 97,125 17,654 7,733 930,953
Ending balance:
Loans individually evaluated
For impairment $ 10,956 1 20,596 280 -- 63 81,857
Loans collectively evaluated
For impairment $ 326,714 123,861 326,313 46,884 17,654 7,670 849,096
Loans acquired with
Deteriorated credit quality $ 3,333 -- -- - -- - 3,333
The following table presents the balance ealiowance for loan losses and the recorded imasstin loans based on
portfolio segment and impairment method at Septer@®e2011. Dollar amounts are expressed in thudsa
Residential Commercial
Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Allowance for loan losses:
Ending balance of allowance
For loan losses related to
loans at September 30, 2011:
Individually evaluated for
Impairment $ 1,498 12 4,871 A, 4,038 640 39,090
Collectively evaluated for
Impairment $ 5,165 -- 8,330 8R 3,644 205 31,176
Acquired with deteriorated
credit quality $ - -- - - -- - --
Loans:
Balance at September 30, 2011 $330,077 115,434 405,745 162,021 80,555 9,002 1,102,834
Ending balance:
Loans individually evaluated
for impairment $ 11,124 12 21,653 B88, 8,714 702 150,560
Loans collectively evaluated
for impairment $ 316,437 115,422 384,092 53,666 71,841 8,300 949,758
Loans acquired with
Deteriorated credit quality $ 2516 -- -- - -- - 2,516
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Classified Assets, Delinquencies, and Non-accruabhans

Classified assetsln accordance with the Bank’s asset classificasigstem, problem assets are classified with risk
ratings of either “substandard,” “doubtful,” or 48.” An asset is considered substandard if nasiéquately protected by
the borrower’s ability to repay, or the value oflateral. Substandard assets include those cleized by a possibility that
the institution will sustain some loss if the défitcies are not corrected. Assets classified abtfid have the same
weaknesses of those classified as substandardheiiidded characteristic that the weaknesses prasde collection or
liquidation in full, on the basis of currently etiigy facts, conditions, and values, highly questlle and improbable.
Assets classified as loss are considered uncdileaind of little value. Prior to quarter endedrbfa 31 2012, the Bank
established a specific valuation allowance for sag$ets. In conjunction with the adoption of tledl Report during the
quarter ended March 31, 2012, such assets areethaffjagainst the ALLL at the time they are deenelle a “confirmed
loss.”

In addition to the risk rating categories fiwoblem assets noted above, loans may be assigigdrating of “pass,”
“pass-watch,” or “special mention.” The pass catgdncludes loans with borrowers and/or collaté¢hal is of average
quality or better. Loans in this category are abered average risk and satisfactory repaymentpeaed. Assets
classified as pass-watch are those in which theober has the capacity to perform according tot¢hms 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.

Each quarter, management reviews the proldamslin its portfolio to determine whether charngethe 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@idlar amounts are expressed in thousands.

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Rating:

Pass $ 300,430 123,861 268,534 9,433 1,402 7,562 741,212
Pass — Watch 4,484 - 16,762 25,937 -- - 47,183
Special Mention 2,430 -- 975 2,218 -- -- 5,623
Substandard 29,779 1 60,638 29,146 16,252 171 135,987
Doubtful 547 - - 401 - - - 948
Loss - - - - - -- -

Total $ 337,670 123,862 346,909 7,195 17,654 7,733 930,953

The following table presents the credit risk pefif the Company’s loan portfolio based on riskigatategory as of
September 30, 2011. Dollar amounts are expressgmusands.

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development  Commercisthstallment Total
Rating:

Pass $ 312,206 115,422 351,132 ,688 48,822 8,237 864,487
Pass — Watch 2,325 - 12,864 16,187 - -- 31,376
Special Mention 1,268 - - 10,810 353 23,020 31 35,482
Substandard 12,780 - 26,068 88,782 4,675 94 132,399
Doubtful - -- -- -- -- -- --
Loss 1,498 12 87, 28,031 4,038 064 39,090

Total $ 330,077 115,434 405,745 182,0 80,555 9,002 1,102,834
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The following table presents the Company’silpartfolio aging analysis as of June 30, 2012lldb@mounts are
expressed in thousands.

Total Total Loans
30-59 Days 60-89 Days Greater Than Total Past anko > 90 Days
Past Due Past Due 90 Days Due Current Receivab&eAccruing
Residential $ 4,199 1,396 14,510 20,105 317,565 337,670 ,166
Residential held for sale -- - 1 1 123,861 123,862 -
Commercial real estate 272 382 432 1,086 345,823 346,909 -
Construction & development 957 - 4,551 5,508 are6 97,125 -
Commercial -- -- -- -- 17,654 17,654 --
Installment 11 1 171 183 7,550 7,733 --
Total $ 5,439 1,779 19,665 26,883 904,070 930,953 6,161

The following table presents the Company'’s loartfpbo aging analysis as of September 30, 2011llabamounts 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 $ 3,678 1,875 10,407 15,960 314,117 330,077 --
Residential held for sale -- 1 1 2 115,432 115,434 -
Commercial real estate 4,013 - 5,671 9,684 396,061 405,745 -
Construction & development -- 259 17,056 17,315 144,706 162,021 -
Commercial -- -- 8,067 8,067 72,488 80,555 --
Installment 13 19 69 101 8,901 9,002 --
Total $ 7,704 2,154 41,271 51,129 1,051,705 1,102,834 --

When a loan becomes 90 days past due, or fuliggayment of interest and principal is not exigel; the Bank stops
accruing interest and establishes a reserve fantaeest accrued-to-date. In some instancesaraneay become 90 days
past due if it has exceeded its maturity date leitBtank and borrower are still negotiating the teahan extension
agreement. In those instances, the Bank typicalhtinues to accrue interest, provided the borrdvasrcontinued making
interest payments after the maturity date andg@ayiment of interest and principal is expected. fbilewing table presents
the Company’s nonaccrual loans. This table doésotude purchased impaired loans or troubled deftructurings that
are performing. Dollar amounts are expressedangands.

6/30/12 9/30/11
Residential $ 15,534 10,407
Residential held for sale 1 1
Commercial real estate 12,127 675
Construction & development 35,527 17,056
Commercial -- 8,067
Installment 171 69
Total $ 63,360 41,271

During the quarter ended March 31, 2012, tam@any’s nonaccrual loans increased $41.4 millibhis increase
resulted from management’s decision to move ceitapaired collateral dependent loans secured by development
properties to nonaccrual, even though the majofiguch loans were current and paying in accordaitetheir
contractual terms. Due to the continued deteiimmah the real estate markets, further declingbénvalue of collateral
securing these loans are possible. In accordaitbe3MAP, such loans have been charged-down tdatinealue of their
underlying collateral, and therefore, the recoriuhe@stment in the loan is deemed fully collectadtidune 30, 2012.
Interest income is recognized on a cash-basisyasgras are received.

As of June 30, 2012, $48.7 million (76.8%}hué loans classified as nonaccrual were currenpayithg as agreed.
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A loan becomes impaired when management tesdigwvill be unable to collect all principal andérest due according
to the contractual terms of the loan. A restruntyof debt is considered a TDR if, because oflatatés financial
difficulty, a creditor grants concessions that @uld not otherwise consider. Loans modified inubied debt restructurings
are also considered impaired. Concessions gramgd DR could include a reduction in interest ratethe loan, payment
extensions, forgiveness of principal, forbearancetber actions intended to maximize collectiomc®a loan has been
deemed impaired, the impairment must be measuretmparing the recorded investment in the loaméopresent value
of the estimated future cash flows discounted @ldan’s effective rate, or to the fair value of tban based on the loan’s
observable market price, or to the fair value efc¢bllateral if the loan is collateral dependent.

During the quarter ended June 30, 2012, thagamy modified one residential loan with a recorthegstment of
$400,000 prior to modification, which was deemetéca TDR. This modification, which was the resdila bankruptcy
proceeding, resulted in a $269,000 reduction irptirecipal balance of the loan, a reduction inititerest rate, and an
extension of the maturity date. The Company aledified eleven construction and land developmeamsowith a
recorded investment of $6.4 million prior to modétion which had previously been deemed TDRs antiraced to be
TDRs following the current modification. These nfadtions were the result of extensions, typicdtly a six-month
period, and did not result in a reduction in thatcactual interest rate or a write-off of the pipat balance. Such loans are
considered collateral dependent and were beingedaat the fair value of the underlying collatgpeibr to modification.
The Company modified one commercial loan with arded investment of $2.6 million prior to modificat, which had
previously been deemed a TDR and continued todssidled as such following the current modificatiorhe modification
granted a six-month interest-only period so thattibrrower could make repairs to the property.sTdéwn is considered
collateral dependent and was being carried atainevélue of the underlying collateral prior to nifaghtion. In addition,
the Company modified one commercial loan with arded investment of $2.3 million prior to modifizat, which was
deemed to be a TDR. The modification resultechimnarease in the loan balance of $198,000, whiak applied to
another loan owned by the Bank. In addition, grettwas extended five years. There was no chantjgicontractual
interest rate, and the modification did not reBuliny measured impairment or specific allowancEsis loan is considered
collateral dependent and was being carried atainevélue of the underlying collateral.

During the quarter ended March 31, 2012, tbmgany modified two residential loans with a reeatéhvestment of
$155,000 prior to modification, which were deemedhé TDRs. These modifications were the resuttroéxtension of the
maturity date and did not result in a reductiothi@ contractual interest rate or a write-off of ghancipal balance.

The Company also modified ten construction and Bexklopment loans with a recorded investment @S inillion prior
to modification which had previously been deemedR8@nd continued to be TDRs following the currentification.
These modifications were the result of extensitypscally for a six-month period, and did not reésnla reduction in the
contractual interest rate or a write-off of thenpipal balance. Such loans are considered cadladependent and were
being carried at the fair value of the underlyinfateral prior to modification. In addition, tf@ompany modified one
commercial loan with a recorded investment of $8ililon prior to modification, which was deemedtie a TDR. The
modification extended the term three months andired the borrower to make a $1.5 million principayment. There
was no change in the contractual interest ratefledhodification did not result in any measuregamment or specific
allowances.

During the quarter ended December 31, 20ELCtimpany modified five land development loanshwitrecorded
investment of $3.2 million prior to modificationhich had previously been deemed TDRs and contitmée TDRs
following the current modification. These modifiicans were the result of extensions, typically dasix-month period, and
did not result in a reduction in the contractuatiast rate or a write-off of the principal balan&uch loans are considered
collateral dependent, and the modifications reduhespecific loss allowances of $418,000, basamhupe fair value of the
collateral. Specific loss allowances are inclugtethe calculation of estimated future loss ratigkich are applied to the
various loan portfolios for purposes of estimatingire losses.

TDRs secured by residential properties with@rded investment of $3.6 million, TDRs securgddmmercial
properties with a recorded investment of $5.9 orilliand TDRs secured by land development propesibsa recorded
investment of $3.5 million defaulted during theenmonth period ended June 30, 2012. Managemesidaya the level of
defaults within the various portfolios when evaiogtqualitative adjustments used to determine tfezjaacy of the
Allowance for Loan and Lease Losses.
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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 duringpiiseod, which had a recorded investment of $3IEamiprior to
modification and was deemed a TDR. The Bank lodi¢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 dependent and had been written dowhedair value of the collateral, less costs to. sAlso during the period
ended June 30, 2011, the Company maodified nineiy teevelopment loans, with a recorded investmef8@f6 million
prior to modification, which were deemed TDRs. 3denodifications were the result of extensionsicslfy for a six-
month period, and did not result in a reductiothiem contractual interest rate or a write-off of ghiancipal balance. Such
loans are considered collateral dependent, anchtfttifications 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 omilldefaulted during
the period ended June 30, 2011. Management coadftelevel of defaults within the various poritbgl when evaluating
qualitative adjustments used to determine the aatsqgaf the Allowance for Loan and Lease Losses.

The following table presents the recorded m@deof troubled debt restructurings. Dollar ameware expressed in
thousands.

June 30, September 30,

2012 2011
Troubled debt restructurings:
Residential $ 4,951 3,868
Residential held for sale -- --
Commercial real estate 9,518 256,
Construction & development 46,395 1,6B7
Commercial -- --
Installment -- --
Total $ 60,864 81,805
Performing troubled debt restructurings:
Residential $ 595 848
Residential held for sale -- --
Commercial real estate 3,840 2586,
Construction & development 14,066 5,585
Commercial -- -
Installment -- --
Total $ 18,501 72,603
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The following table presents impaired loans)uding troubled debt restructurings, as of Juhe2812.

are expressed in thousands.

Loans without a specific valuation allowance:
Residential
Residential held for sale
Commercial real estate
Construction & development
Commercial
Installment

Loans with a specific valuation allowance:
Residential
Residential held for sale
Commercial real estate
Construction & development
Commercial
Installment

Total:
Residential
Residential held for sale
Commercial real estate
Construction & development
Commercial
Installment

Dollar amounts

Unpaid Average Interest
Recorded Principal Specific Investment in Income
Balance Balance Allowance Impaired Loans Recoghize
8,392 10,222 -- 9,075 168
20,596 22,4 -- 24,239 1,225
50,241 58,697 - 54,275 23
62 700 -- 62 9
2,563 2,601 430 2,493 61
1 1 1 - --
1 1 1 1 -
10,955 12,823 430 11,568 229
1 1 1 - --
20,596 422 - 24,239 225
50,241 58,697 - 54,275 2,233
63 701 1 63 9

The following table presents impaired loansjuding troubled debt restructurings, as of Sepem30, 2011. Dollar

amounts are expressed in thousands.

Loans without a specific valuation allowance:

Residential

Residential held for sale
Commercial real estate
Construction & development
Commercial

Installment

Loans with a specific valuation allowance:
Residential
Residential held for sale
Commercial real estate
Construction & development
Commercial
Installment

Total:
Residential
Residential held for sale
Commercial real estate
Construction & development
Commercial
Installment

Unpaid YTD Average Interest
Recorded Principal Specific Investment in Income
Balance Balance Allowance Impaired Loans Recoghize
$ 5,035 5,088 -- 5,006 181
5,703 738, - 5,816 445
31,072 1,034 - 29,786 ,520
$ 4,591 6,188 1,498 5,299 198
-- 12 12 11 --
11,079 15,98 4,871 13,525 663
49,252 7,322 28,031 58,272 3,413
4,675 8,790 4,038 6,063 91
62 704 640 216 40
$ 9,626 11,276 1,498 10,305 379
-- 12 12 11 -
16,782 21,71 4,871 19,341 1,108
80,324 ,308 28,031 88,058 4,933
4,675 8,790 4,038 6,063 91
62 704 640 216 40
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(8) FORECLOSED ASSETS HELD FOR SALE

Real estate owned and other repossessed fyrapesisted of the following at June 30, 2012.ll@&@mounts are
expressed in thousands.

6/30/12 9/30/11

Real estate acquired through (or deed in lieua®dlosure $ 17,488 27,232
Less: allowance for losses -- (10)295

Total $ 17,488 16,937

Foreclosed assets held for sale are initi@ltyrded at fair value as of the date of forecledess any estimated selling
costs (the “new basis”) and are subsequently chatiehe lower of the new basis or fair value E=fing costs on the
current measurement date. When foreclosed agsetequired, any excess of the loan balance oeenédlv basis of the
foreclosed asset is charged to the allowance #or losses. Subsequent adjustments for estimadedda@re charged to
operations when the fair value declines to an amiass than the carrying value. Costs and expaetsted 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 gmyment and other requirements.

With the adoption of the Call Report during tjuarter ended March 31, 2012, the Bank was redjtir begin following
regulatory guidance related to the Call Report irequents. One such requirement resulted in a eghanthe treatment of
specific loss reserves for foreclosed assets loelddle. Previous Thrift Financial Report guidaattewed banks to reduce
an asset'’s carrying value through a specific alleseawhen the fair value declined to an amounttless its carrying value.
Call Report guidance requires that the carryingi@alf foreclosed assets held for sale be writtesndo fair value through
a charge to earnings. During the quarter endediviai, 2012, the Bank charged-off the previoustaldished specific
allowances on such assets of $9.4 million. Thange had no impact on net foreclosed assets hetdl® as presented in
the consolidated balance sheet.

(9) SUBORDINATED DEBENTURES

On December 13, 2006, the Company, throughthially owned statutory trust, NASB Preferred Tru@he “Trust”),
issued $25 million of pooled Trust Preferred Se@sgi The Trust used the proceeds from the offetorpurchase a like
amount of the Company’s subordinated debenturég dEbentures, which have a variable rate of 1.6%86the 3-month
LIBOR and a 30-year term, are the sole assetseofthst. In exchange for the capital contributiorede to the Trust by
the Company upon formation, the Company owns allchmmon securities of the Trust.

In accordance with Financial Accounting StaddaBoard ASC 810-10, the Trust qualifies as aigpparpose 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 htde2. The
debentures are callable, in whole or in part, diteryears of the issuance date. The Companyadidncur a placement or
annual trustee fee related to the issuance. Theides are subordinate to all other debt of tlenPany and interest may
be deferred up to five years.

On July 11, 2012, the Company notified segurdlders that it was exercising its right to defex payment of interest
on its Trust Preferred Securities for a period ptaifive years.

(10) INCOME TAXES

The Company’s federal and state income taxmstfor fiscal years 2009 through 2011 remainettifp examination by
the Internal Revenue Service and various statsdigtions, based on the statute of limitations.
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(11) SEGMENT INFORMATION

The Company has identified two principal opiegasegments for purposes of financial reportiBgnking 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 mgeidaans for sale to investors and for the poudfofithe Banking
segment. The Banking segment provides a full rarfigganking services through the Bank’s branch netwexclusive 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@noformation from the parent company plus integiment
eliminations.

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

Mortgage Other and
Three months ended June 30, 2012 Banking Banking  imiridtions Consolidated
Net interest income $ 11,852 - - (136) 11,716
Provision for loan losses 3,000 - - 3,000
Other income 835 15,233 (507) 15,561
General and administrative expenses 6,526 9,733 (196) 16,063
Income tax expense 1,217 2,117 (175) 3,159
Net income $ 1,944 3,383 (272) 5,055
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 (benefit) 3,118 (227) (143) 2,748
Net income (loss) $ 4,980 363) (228) 4,389
Mortgage Other and
Nine months ended June 30, 2012 Banking Banking mikd&tions Consolidated
Net interest income $ 38,334 - - (402) 37,932
Provision for loan losses 10,500 -- - 10,500
Other income (loss) (1,496) 37,315 (1,420) 34,399
General and administrative expenses 19,100 26,408 (537) 44,971
Income tax expense 2,787 4,199 (495) 6,491
Net income $ 4,451 6,708 (790) 10,369
Mortgage Other and
Nine months ended June 30, 2011 Banking Banking mikditions Consolidated
Net interest income $ 39,256 - - (345) 38,911
Provision for loan losses 49,326 -- 68 49,394
Other income (loss) (9,047) 23,799 (1,034) 13,718
General and administrative expenses 17,443 23,941 (502) 40,882
Income tax benefit (14,076) 5)5 (363) (14,494)
Net loss $ (22,484) (87) (582) (23,153)
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(12) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding teneixtredit 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 deireainstruments in the balance sheet and to medisose instruments at
fair value. As a result of marking to market corim@nts to originate loans, the Company recordeid@ease in other
assets of $1.6 million, a decrease in other liagdiof $360,000, and an increase in other incoh$2® million for the
quarter ended June 30, 2012. The Company recamléttrease in other assets of $945,000, a decireasieer liabilities
of $333,000, and an increase in other income & $iillion for the nine month period ended June A1, 2.

Additionally, the Company has commitments tiblsans that have closed prior to the end of thequl. Due to the mark
to market adjustment on commitments to sell loaid for sale, the Company recorded a decreasdnar assets of
$747,000, an increase in other liabilities of $8®,0and a decrease in other income of $836,00@gltine quarter ended
June 30, 2012. The Company recorded a decreagbanassets of $13,000, a decrease in otherifiabibf $98,000, and
an increase in other income of $85,000 during the month period ended June 30, 2012.

The balance of derivative instruments reldatedommitments to originate and sell loans at Bhe012, is disclosed in
Footnote 13, Fair Value Measurements.

(13) 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 aneasent date. GAAP identifies three primary measunt techniques:
the market approach, the income approach, andofteapproach. The market approach uses pricesthadrelevant
information generated by market transactions inmglvdentical or comparable assets or liabiliti@$he income approach
uses valuations or techniques to convert futuretantso 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 capghifitan asset.

GAAP establishes a fair value hierarchy andrtizes 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 requiidssification
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 idmitassets or liabilities that the Company hasathibity to
access at the measurement date.

» Level 2 — Inputs other than quoted prices includiét Level 1 that are observable for the assetadnillty, either
directly or indirectly. Level 2 inputs include:uated prices for similar assets or liabilities atiee 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. Unobservaipats reflect the Company’s own assumptions aladnatt
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 techniguédsassume that the transactions would occur betweeket
participants in the most advantageous market Ctbmpany.
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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 liagdipursuant to the valuation hierarchy:

Available for sale securities

Securities available for sale consist of coap®debt, trust preferred, U.S Government spodsagency, and municipal
securities and are valued using quoted marketgiican active market. This measurement is ciagsi#fs Level 1 within
the hierarchy.

Mortgage-backed securities that are availtdisale are valued by using broker dealer quatesifmilar assets in
markets that are not active. Such quotes are lasadtual transactions for similar assets. Algiothe Company does not
validate these quotes, they are reviewed by managieior reasonableness in relation to current maneditions.
Additionally, they are obtained from experiencedKars who have an established relationship wittBidwek and deal
regularly with these types of securities. The Campdoes not make any adjustment to the quotes/eecrom broker
dealers. These measurements are classified at2.eve

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.

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 calculatedishounted cash flow using assumptions suchtiasates of
prepayment speeds, market discount rates, servieengncome, and cost of servicing. These measmesrare classified
as Level 3. Mortgage servicing rights are initiaktcorded 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 motatiwconsiders
differences between current market interest ratdscammitted rates. The model also includes assany) which
estimate fall-out percentages, for commitmentsrigimate loans, and average lives. Fall-out paages, which range
from ten to forty percent, are estimated based tipemifference between current market rates anthatied rates.
Average lives are based upon estimates for simyifss of loans. These measurements use significesftservable inputs
and are classified as Level 3 within the hierarchy.

24



The following table presents the fair valueasi@ements of assets recognized in the accompabglagce sheets
measured at fair value on a recurring basis antethe within the fair value hierarchy in which theeasurements fall at
June 30, 2012 (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 $ 58,003 58,003 - --
U.S. Government sponsored agency securities132,519 132,519 -- --
Municipal securities 11 11 -- --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 80 - 80 --
Pass through certificates
guaranteed by FNMA — adjustable rate 149 - 149 --
FHLMC participation certificates:
Fixed rate 216 -- 216 -
Adjustable rate 130 -- 130 --
Loans held for sale 123,862 - 123,862 -
Commitments to originate loans 2,199 -- - 299
Forward sales commitments 1,609 - - 1,609
Total assets $ 318,778 190,533 124,437 3,808
Liabilities:
Commitments to originate loans $ 560 -- -- 6®
Forward sales commitments 196 - - 196
Total liabilities $ 756 - - -- 756
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The following table presents the fair valueasi@ements of assets recognized in the accompabglagce sheets

measured at fair value on a recurring basis antethe within the fair value hierarchy in which theeasurements fall at
September 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 $ 46,912 46,912 -- --
Trust preferred securities 25,196 25,196 -- --
Municipal securities 17 17 -- --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 89 -- 89 --
Pass through certificates
guaranteed by FNMA — adjustable rate 180 -- 180 --
FHLMC participation certificates:
Fixed rate 293 - 293 -
Adjustable rate 153 -- 153 --
Loans held for sale 115,434 -- 115,434 -
Commitments to originate loans 1,254 - -- 1£5
Forward sales commitments 1,623 - -- 1,623
Total assets $ 191,151 72,125 1%, 2,877
Liabilities:
Commitments to originate loans $ 894 - -- 948
Forward sales commitments 295 - -- 295
Total liabilities $ 1,189 - - 1,189

The following table presents a reconciliatidrihe beginning and ending balances of recurraiigvialue measurements

recognized in the accompanying balance sheet sgimificant unobservable (Level 3) inputs for theenmonth period
ended June 30, 2012 (in thousands):

Mortgage Commitments
Servicing to Originate Forward Sales
Rights Loans Commitments
Balance at October 1, 2011 $ - 360 1,328
Total realized and unrealized gains (losses):
Included in net income - 1,279 85
Balance at June 30, 2012 $ -- 639, 1,413

Realized and unrealized gains and losses ot table above and included in net incometernine month period
ended June 30, 2012, are reported in the consetidaatements of income as follows (in thousands):

Other
Income
Total gains $ 1,364
Changes in unrealized gains (losses) relatinggetas
still held at the balance sheet date --
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The following table presents a reconciliatadrihe beginning and ending balances of recurraiigvialue measurements
recognized in the accompanying balance sheet sgymificant unobservable (Level 3) inputs for theenmonth period
ended June 30, 2011 (in thousands):

Mortgage Commitments
Servicing to Originate Forward Sales
Rights Loans Commitments
Balance at October 1, 2010 $ 263 541, (240)
Total realized and unrealized gains (losses):
Included in net income (164) ,430) 1,077
Balance at June 30, 2011 $ 99 883) 837

Realized and unrealized gains and losses nothe table above and included in net incomdtiernine month period
ended June 30, 2011, are reported in the consetidaatements 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) relatinggetas
still held at the balance sheet date $ - - --

The following is a summary of valuation teafuiés utilized by the Company for its significamiafincial 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 liagdipjursuant to the valuation hierarchy:

Impaired loans

Loans for which it is probable that the Compauill 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 valymoraisals are obtained when an impaired loale&med to be collateral
dependent and at least annually thereafter. Bhilevis generally the appraised value less estarshing costs and may
be discounted further if management believes ahgrdactors or events have affected the fair valugpaired loans are
classified within Level 3 of the fair value hierhyc

The carrying value of impaired loans that wereéneasured during the nine month period ended 30n2012, was
$66.0 million. The carrying value of impaired Isahat were re-measured during the nine month gperaled June 30,
2011, 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 ksfng costs on the
current measurement date. Fair value is estimhatedgh current appraisals, broker price opiniamsisting prices.
Appraisals are obtained when the real estate isimtjand at least annually thereafter. Foreclessets held for sale are
classified within Level 3 of the fair value hierbyc

The carrying value of foreclosed assets helgéle was $17.5 million at June 30, 2012. Chafteand increases in
specific reserves related to foreclosed assetsfboekhle that were re-measured during the ninetimperiod ended June
30, 2012, totaled $3.2 million. Charge-offs ancr@ases in specific reserves related to foreclasedts held for sale that
were re-measured during the nine month period edded 30, 2011, totaled $10.6 million.
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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,chtstates that an other than temporary declinalmevof an equity
method investment should be recognized. The Coynpélizes a multi-faceted approach to measuretitential
impairment. The internal model utilizes the foliog valuation methods: 1) liquidation or appraisetlies determined by
an independent third party appraisal; 2) an on@obusiness, 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 fiesgienerated from the
sale of raw ground and then from the sale of fdiyeloped and partially-developed lots and the atjmar of the
homeowner’s association. The significant inputdude raw land values, absorption rates of lotssalad a market
discount rate. Management believes this multitedt@pproach is reasonable given the highly subgoature of the
assumptions and the differences in valuation tephes that are utilized within each approach (emgler of distribution of
assets upon potential liquidation). Investmenitli€s is classified within Level 3 of the fair valiserarchy.

During the quarter ended March 31, 2012 pligtes of fully-developed lots at the LLC’s regitial development were
reduced. The Company incorporated these loweegiito its internal valuation model, which resdlie an additional
$200,000 impairment charge. During the quarteednhine 30, 2012, no event has occurred that viodichte any
additional impairment of the Company’s investment LCs.

The carrying value of the Company’s investment i€k was $17.4 million at June 30, 2012, and $17llfom at
September 30, 2011.

The following methods were used to estimagefélir value of all other financial instrumentsagoized in the
accompanying balance sheets at amounts otheradirarafue:

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 thataldrade 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 ofa#pare computed at fixed spreads to treasuryrgiesuwith similar
maturities.

Advances from FHLB
The estimated fair values of advances from FHLBdmtermined by discounting the future cash flofwesxisting
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 difeer&etween
current levels of interest rates and the commitiels.
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The following table presents estimated faluga of the Company’s financial instruments andi¢lvel within the fair
value hierarchy in which the fair value measureméat at June 30, 2012 (in thousands):

Fair Value Measurements Using

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Carrying Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Financial Assets:
Cash and cash equivalents $ 8,553 8,553 -- --
Stock in Federal Home Loan Bank 8,097 - 8,097 -
28,351

Mortgage-backed securities held to maturity 8,587 -- --
- 786,073

Loans receivable held for investment 772,27 --

Financial Liabilities:
Customer deposit accounts 844,058 -- -- 844,124
Brokered deposit accounts 21,358 -- -- 21,361
Advances from FHLB 150,000 - - 152,195
25,774 - - 2,887

Subordinated debentures

The following table presents estimated faluga of the Company’s financial instruments andl¢vel within the fair
value hierarchy in which the fair value measureméait at September 30, 2011 (in thousands):

Fair Value Measurements Using

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Carrying Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Financial Assets:
Cash and cash equivalents $ 5,030 5,030 -- --
Stock in Federal Home Loan Bank 13,551 -- 13,551 --
39,031 -

Mortgage-backed securities held to maturity 9,136 -- -
- 922,191

Loans receivable held for investment 917,13 --

Financial Liabilities:
Customer deposit accounts 784,681 -- -- 788,751
Brokered deposit accounts 24,994 -- -- 25,002
Advances from FHLB 247,000 - - 249,456
25,774 - - 0,000

Subordinated debentures

The following tables present the carrying easland fair values of the Company’s unrecognizeahftial instruments

Dollar amounts are expressed in thousands.

September 30, 2011

June 30, 2012
Contract or Estimated Contract or Estimated
notional unrealized notional unrealized
amount loss amount gain
Unrecognized financial instruments:
Lending commitments — fixed rate, net $ 2,235 3 $ 7,879 14

Lending commitments — floating rate B26 (56) --
Commitments to sell loans - -
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The fair value estimates presented are basgexinent information available to managemerdfakine 30, 2012, and
September 30, 2011. Although management is notea@feany factors that would significantly affebetestimated fair
values, such amounts have not been comprehensasxiued for purposes of these consolidated firmdistatements since
that date. Therefore, current estimates of fdwevanay differ significantly from the amounts pretesl above.

(14) INVESTMENT IN LLCs

The Company is a member of two limited liglgitompanies, Central Platte Holdings LLC (“CenfP#tte”) and NBH,
LLC (“NBH"), which were formed for the purpose ofifgchasing and developing vacant land in Platte Gouissouri.
These investments are accounted for using theyeougithod 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 havenet previous expectations and, as a resulCtmpany 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 utilizesustifaceted approach to measure the potential impant. The
internal model utilizes the following valuation rhetls: 1) liquidation or appraised values determimgdn independent
third party appraisal; 2) an on-going businessliscounted cash flows method wherein the cash fenwslerived 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 flowslarged 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 ptgjleat 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 resuitsrf 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 discoaiat r Management
believes this multi-faceted approach is reasongivien 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 #mat 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 threehme$ 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 $2.0 million ($hillion, net of tax) during the year ended Septen®0, 2010. During
the quarter ended March 31, 2012, list prices If-fileveloped lots in Central Platte’s residentialelopment were
reduced. The Company incorporated these loweegiitto its internal valuation model, which resdlie an additional
impairment charge of $200,000 during the quarteledrMarch 31, 2012. No events have occurred dihie quarter
ended June 30, 2012, that would indicate any amgitimpairment of the Company’s investment in Carielatte.

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

Method 1 $ 15,340
Method 2 15,393
Method 3 17,599
Average of methods 1, 2, and 3 $ 16,111
Carrying value of investment in Central Plattadings, LLC $ 15,998
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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 determinedbyndependent
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 hsoahded June 30, 2012, 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, 2012.

(15) REGULATORY AGREEMENTS

On April 30, 2010, the Board of Directors of NoAmerican Savings Bank, F.S.B. (the “Bank”), a Wilhowned
subsidiary of the Company, entered into a Superyidgreement with the Office of Thrift Supervisi¢fOTS”), the
Bank’s primary regulator at that time. The agresimequired, among other things, that the Banksesits policies
regarding internal asset review, obtain an indepehdssessment of its allowance for loan and leases methodology
and conduct an independent third-party review pbdion of its commercial and construction loantfmios. The
agreement also directed the Bank to provide atolaaduce its classified assets and its relianderokered deposits, and
restricts the payment of dividends or other calistributions by the Bank during the period of eggeement. The
agreement did not direct the Bank to raise capitake management or board changes, revise anydigies or restrict
lending growth.

On April 30, 2010, the Company’s Board of Dirgstentered into an agreement with the OTS, the @oyip primary
regulator at that time. The agreement restrictpiyment of dividends or other capital distribogidoy the Company and
restricts the Company’s ability to incur, issueemew any debt during the period of the agreement.

The Bank’s Supervisory Agreement and the Campjsaagreement with the OTS were assigned to thair primary
regulators, the Office of the Comptroller of ther@mcy (“OCC") and Board of Governors of the Feti&aserve System
(“Federal Reserve Board” or “FRB"), respectivelp, duly 21, 2011.

On May 22, 2012, the Board of Directors of theyBagreed to a Consent Order with the OCC. Thiss€nt Order
replaces and terminates the previous Supervisorgekgent. The Consent Order requires that the Batablish various
plans and programs to improve its asset qualitytarhsure the adequacy of allowances for loaneask losses. It
requires the Bank to obtain an independent thimtypaview of its non-homogenous loan portfoliosldo enhance its
credit administration systems. Among other iteinalso requires a written capital maintenance péaensure that the
Bank’s Tier 1 leverage capital and total risk-basaplital ratios remain equal to or greater than 2dth13%, respectively.
As of June 30, 2012, the Bank’s actual Tier 1 lagercapital and total risk-based capital ratioevi&.6% and 17.5%,
respectively. The Consent Order does not direcBiink to raise capital, make management or bdedges, or restrict
lending.
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Item 2. Management’s Discussion and Analysis afRtial Condition and Results of Operations.

FORWARD-LOOKING STATEMENTS

We may from time to time make written or dffakward-looking statements,” including statemecisitained in our
filings with the Securities and Exchange Commisgi®EC”). These forward-looking statements mayrdided in this
quarterly report to shareholders and in other comaations by the Company, which are made in godt fay us pursuant
to the “safe harbor” provisions of the Private Sés 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 ountrob The words “may,” “could,” “should,” “would,"believe,”
“anticipate,” “estimate,” “expect,” “intend,” “plafhand similar expressions are intended to iderfafyvard-looking
statements. The following factors, among otheralccoause our financial performance to differ matlr from the plans,
objectives, goals, expectations, anticipationsieges and intentions expressed in the forwarditap&tatements:

» 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, monetaryfiacdl policies and laws, including interest rptdicies 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 @egulations, including laws concerning taxeskiogg, securities
and insurance;

» technological changes;

* acquisitions and dispositions;

» changes in consumer spending and saving habits;

e our success at managing the risks involved in osimess; 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 atlsets.

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 ttméme by or on behalf of the Company or the Bahkkr further
discussion of these factors, see “ltem 1A. Riskdétat in our Annual Report on Form 10-K for the yeaded September
30, 2011, filed with the Securities and Exchangen®dission, and in our Quarterly Reports, if applieab

GENERAL

The principal business of the Company is tovjgte banking services through the Bank. Spedificthe Bank obtains
savings and checking deposits from the public, tieas those funds to originate and purchase ridedeans and other
loans. The Bank also purchases mortgage-backedtss(‘MBS”) and other investment securities froime to time as
conditions warrant. In addition to customer defspshe Bank obtains funds from the sale of loagid-for-sale, the sale of
securities available-for-sale, repayments of existhortgage assets, advances from the Federal HoareBank
(“FHLB"), and the purchase of brokered deposit acts. The Bank’s primary sources of income arerést on loans,
MBS, and investment securities plus customer seffées and income from mortgage banking activitiegpenses consist
primarily of interest payments on customer depasits other borrowings and general and adminisgatdsts.
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FINANCIAL CONDITION

Assets
The Company’s total assets as of June 30, 2@1& $1,220.6 million, a decrease of $33.0 milimm September 30,
2011, the prior fiscal year end.

Loans receivable held for investment were $B@illion as of June 30, 2012, a decrease of &LB0llion during the
nine month period. The weighted average rate oh kans as of June 30, 2012, was 5.86%, a decirems®.18% as of
June 30, 2011.

Loans receivable held for sale as of Jun€8@2, were $123.9 million, an increase of $8.4ianilfrom September 30,
2011. This portfolio consists of residential maig loans originated by the Bank’s mortgage banéingion that will be
sold with servicing released. The Company hagedeto carry loans held for sale at fair valuepasnitted under GAAP.

As the Bank originates mortgage loans eachtimenanagement evaluates the existing market dondito determine
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 rettaseonverted into MBS and sold with the loan g@ng 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 tiine months ended
June 30, 2012, the Bank originated and purchasg®83 million in mortgage loans held for sale, $6@illion in
mortgage loans held for investment, and $2.5 millioother loans. This total of $1,359.6 millionlbans compares to
$1,337.5 million in loans originated and purchadedng the nine months ended June 30, 2011.

The Bank classifies problem assets as “subllatdri’ “doubtful” or “loss.” Substandard assetsédnane or more defined
weaknesses, and it is possible that the Bank uslasn some loss unless the deficiencies are dede®oubtful assets
have the same defects as substandard assetsh@usvetaknesses that make collection or full ligticdaimprobable.
Assets classified as loss are considered uncdileaind of little value.

The following table summarizes the Bank’s sifisd assets, including foreclosed assets helddt®, as reported to their
primary regulator, plus any classified assets eftthlding company. Dollar amounts are expressédonsands.

6/30/12 9/30/11 6/30/11
Asset Classification:

Substandard $ 153,463 149,336 142,615

Doubtful 948 -- - -
Loss* -- 49,384 52,876
154,411 198,720 195,491

Allowance for losses on loans and

real estate owned (34,816) (80,561) (83,652)
$ 119,595 118,159 111,839

*Assets classified as loss represent the amoumieaisured impairment related to loans and foreclassets held for sale
that have been deemed impaired. Prior to quangedMarch, 31 2012, the Bank established a spagfuation
allowance for such assets. In conjunction withatieption of the Call Report during the quartereshtfarch 31, 2012,
such assets are charged-off against the ALLL atithe they are deemed to be a “confirmed loss.”
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The following table summarizes non-performasgets, troubled debt restructurings, and realeeatajuired through
foreclosure, net of specific loss allowances. Broimounts are expressed in thousands.

6/30/12 9/30/11 6/30/11
Total Assets $ 1,220,569 1,253,584 1,256,998
Non-accrual loans 63,360 24,018 24,093
Performing troubled debt restructurings 508, 72,603 72,501
Net real estate and other assets
acquired through foreclosure 17,488 16,937 19,834
Total 99,349 113,558 116,428
Percent of total assets $ 8.14% 9.06% 9.26%

The significant decline in TDRs from SeptemB@y 2011, noted in the table above, is primatily tesult of
management’s decision to move certain impairechtaihl dependent loans secured by land developpnepérties to
nonaccrual during the nine month period ended 30n2012, even though the majority of such loarscarrent and
paying in accordance with their contractual termsie to the continued deterioration in the reahtesimarkets, further
declines in the value of collateral securing tHes@s are possible.

Management records a provision for loan logsesnounts sufficient to cover current net chavffs-and an estimate of
probable losses based on an analysis of risksrithagement believes to be inherent in the loarighort The Allowance
for Loan and Lease Losses recognizes the inheiskstassociated with lending activities for indivadly identified
problem assets as well as the entire homogenous@mrtiomogenous loan portfolios. Management betieliat the
specific loss allowances and ALLL are adequate.il&\fhanagement uses available information to detexihese
allowances, future provisions may be necessaryusecaf changes in economic conditions or chang#gsimformation
available to management. Also, regulatory ageneegw the Bank’s allowance for losses as patheir examinations,
and they may require the Bank to recognize addititwss provisions based on the information avélai the time of their
examinations.

Investment securities were $190.5 million 8dume 30, 2012, an increase of $118.4 million fi®eptember 30, 2011.
During the nine month period, the Bank purchasedriges of $163.1 million and sold $19.7 milliohsecurities available
for sale. The Company realized gross gains of Fflrand gross losses of $570,000 on the salecafises available for
sale during the period.

Mortgage-backed securities were $29.1 milisrof June 30, 2012, a decrease of $10.7 millimm fihe prior year end.
During the nine month period, the Bank sold $850,60mortgage backed securities held to maturftiie decision was
made to sell the security after it was determired there was significant deterioration in the és&®icreditworthiness. The
Company realized gross losses of $32,000 on tleeo$aluch securities during the period. The awveségld on the
mortgage-backed securities portfolio was 4.85%uae B0, 2012, an increase from 4.70% at June 30,.20

The Company’s investment in LLCs, which is@atted for using the equity method, was $17.4 omltt June 30,
2012, a decrease of $311,000 from September 3@, 2DWrring the quarter ended March 31, 2012, they@amy recorded a
$200,000 impairment charge related to its investrirehLCs. There have been no events subsequeéMatoh 31, 2012,
that would indicate an additional impairment inuebf the Company’s investment in LLCs at June280.2.

Liabilities and Equity

Customer and brokered deposit accounts inede®55.7 million during the nine months ended BMe2012, due
primarily to an increase in retail certificatesdefposits resulting from promotions during the perid he weighted average
rate on customer and brokered deposits as of Jur2032, was 0.98%, a decrease from 1.70% as ef3on2011.

Advances from the FHLB were $150.0 millioncdsune 30, 2012, a decrease of $97.0 million fBeptember 30,
2011. During the nine month period, the Bank bead $25 million of new advances and repaid $1241Gom
Management regularly uses FHLB advances as amaftefunding source to provide operating liquidihd to fund the
origination and purchase of mortgage loans.
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Subordinated debentures were $25.8 million as 0 B0, 2012. Such debentures resulted from thamee of Trust
Preferred Securities through the Company’s wholiywed statutory trust, NASB Preferred Trust I. Tiast 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 LRB&hd a 30-year term, are the sole assets of ths. Tr

Escrows were $6.9 million as of June 30, 2@l@ecrease of $3.2 million from September 30, 200His decrease is
due to amounts paid for borrowers’ taxes duringfthueth calendar quarter of 2011.

Total stockholders’ equity as of June 30, 20¢&s $161.2 million (13.2% of total assets). Tdumpares to $150.4
million (12.0% of total assets) at September 30,1200n a per share basis, stockholders’ equity$28s49 on June 30,
2012, compared to $19.11 on September 30, 2011.

The Company did not pay any cash dividendsststockholders during the nine month period entlete 30, 2012. In
accordance with the April 2010 agreement whicheiscdibed more fully in Footnote 15, the Companggtricted from the
payment of dividends or other capital distributiahsing the period of the agreement without prioitten consent from its
primary regulator.

Total stockholders’ equity as of June 30, 200@udes an unrealized loss, net of deferredrnmetaxes, on available for
sale securities of $283,000. This amount is réglém the line item “Accumulated other compreheasncome.”

Ratios

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

Nine months ended

6/30/12 6/30/11
Return on assets 1.12% (2.29)%
Return on equity 8.87% (29.77)%
Equity-to-assets ratio 13.21% 11.50%
Dividend payout ratio -% --%

RESULTS OF OPERATIONS - Comparison of three and nie months ended June 30, 2012 and 2011.

For the three months ended June 30, 201Z;dhepany had net income of $5.1 million or $0.64 gi@re. This
compares to a net income of $4.4 million or $0.66ghare for the three month period ended Jun2a,.

For the nine months ended June 30, 2012, ¢émep@ny had net income of $10.4 million or $1.32g&re. This
compares to a net loss of $23.2 million or $(28&) share for the nine month period ended Jun2@®0L.
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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 avikkbed deposits and other borrowings. Managemenitors net
interest spreads and, although constrained byigartarket, economic, and competition factors, ibkkshes loan rates and
customer deposit rates that maximize net interaesgim.

The following table presents the total doanounts of interest income and expense on thedteticamounts of average
interest-earning assets or interest-costing lidgdmlifor the nine months ended June 30, 2012 ahdl.2Bverage yields
reflect reductions due to non-accrual loans. Cmnlman becomes 90 days delinquent, or when fullvay of interest and
principal is not expected, any interest that haswea up to that time is reversed and no furtherést income is
recognized unless the loan is paid current. Avelagjances and weighted average yields for thegeinclude all accrual
and non-accrual loans. The table also presentstifiest-earning assets and yields for each réspgreriod. Dollar
amounts are expressed in thousands.

Nine months ended 6/30/12 As of Nine months dr@&l80/11 As of
6/30/12 6/30/11
Average Yield/ Yield/ Average Yield/ Yield/
Balance Interest Rate Rate Balance Interest Rate Rate
Interest-earning assets
Loans $ 971,111 43,817 6.02% 5.57% $,087,355 50,605 6.21% 6.05%
Mortgage-backed securities 34,616 1,377.30% 4.85% 45,111 1,730 5.11% 4.70%
Securities 93,102 2,142  3.07% 1.72% 64,211 2,954 6.13% 5.13%
Bank deposits 20,796 11  0.07% 0.01% 13,868 7 0.07% 0.01%
Total earning assets 1,119,625 47,347 9%.64 4.87% 1,210,545 55,296 6.09% 5.93%
Non-earning assets 95,361 110,978
Total $ 1,214,986 $ 1,321,523
Interest-costing liabilities
Customer checking and
savings deposit accounts $ 263,667 950 0.48% 0.46% $ 200,213 826 0.55% 0.53%
Customer and brokered
certificates of deposit 589,367 6,205 .40% 1.24% 699,944 11,077 2.11% 2.06%
FHLB Advances 166,007 1,859 1.49% 1.75% 223,913 4,111 2.45% 1.73%
Subordinated debentures 25,000 401  2.14%2.12% 25,000 371 1.98% 1.92%
Total costing liabilities 1,044,041 9,4151.20% 1.12% 1,149,070 16,385 1.90% 1.71%
Non-costing liabilities 14,016 ,447
Stockholders’ equity 156,929 158,006
Total $ 1,214,986 $ 1,321,523
Net earning balance 75,584 61,475
Earning yield less costing rate 4.44% 3.75% .19% 4.22%
Average interest-earning
assets, net interest, and net
yield spread on average
interest —earning assets 1,119,625 37,932 4.52% $1,210,545 38,911 4.29%
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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 volume), af®) changes in volume (change in volume multipbgdhe old rate), and
(3) changes in rate and volume (change in rateipfieli by the change in volume). Average balangidds and rates used
in the preparation of this analysis come from trecpding table. Dollar amounts are expressedonséinds.

Nine months ended June 30, 2012, compared to
nine months ended June 30, 2011

Yield/
Yield Volume Volume Total

Components of interest income:

Loans $ (1,549 (5,414) 175 (6,788)

Mortgage-backed securities 64 (402) (15) (353)

Securities (1,474) 1,328 (666) (812)

Bank deposits -- 4 -- 4
Net change in interest income (2,959) (4,484) (506) (7,949)
Components of interest expense:

Customer and brokered deposit accounts (4,321) (622) 195 (4,748)

FHLB Advances (1,612) (1,064) 424 (2,252)

Subordinated debentures 30 -- - 30
Net change in interest expense (5,903) (1,686) 619 (6,970)

Increase in net interest margin $ 2,944 (2,798) (1,125) (979)

Net interest margin before loan loss providmnthe nine months ended June 30, 2012, decrekg€2/000 from the
same period in the prior year. Specifically, iestrincome decreased $7.9 million, which was ofiged $7.0 million
decrease in interest expense for the period. dstem loans decreased $6.8 million as the refal$d16.2 million
decrease in the average balance of loans receigatdtanding during the period and a 19 basis miEntease in the
average rate earned on such loans during the pehberest on mortgage-backed securities decreb3&8,000 due
primarily to a $10.5 million decrease in the averaglance of such securities during the perioterést on investment
securities decreased $812,000 resulting from ab386 point decrease in the average rate earnsdcbnsecurities, the
effect of which was partially offset by a $28.9 Iinih increase in the average balance of such dexuduring the period.
Interest expense on customer and brokered demesitiats decreased $4.7 million due to a 64 basig decrease in the
average rate and a $47.1 million decrease in theage balance of such interest-costing liabilitiesng the period.
Interest expense on FHLB advances decreased $lidnais the result of a 96 basis point decreaghéraverage rate and
a $57.9 million decrease in the average balansadi liabilities during the period.

Provision for Loan Losses

The Company recorded a provision for loandessf $3.0 million during the quarter ended Juneg2B02, due primarily
to declines in the value of collateral securingaingd land development loans that are collaterpéddent. The Company
recorded a provision for loan losses of $5.0 millduring the quarter ended March 31, 2012, duegriiynto declines in
the value of collateral securing impaired loang #ra collateral dependent. This increase in thelLAresulting from the
provision for loan loss, was offset by net charffe of $26.2 million during the three month periad, the Bank’s
elimination of the use of specific valuation allawas. Prior to the quarter ended March 31, 20Easored impairments
were recorded as specific valuation allowancescanded as contra-assets to reduce a loan’s carighue to fair value.
When the Bank adopted the Call Report, during theartgr ended March 31, 2012, the cumulative spee#iuation
allowance that were considered “confirmed lossesfencharged-off and netted against their respeldiases balances. For
collateral dependent loans that are deemed impar&mbnfirmed loss” is defined as the amount byohtihe loan’s
recorded investment exceeds the fair value ofdlisiteral. If a loan is considered uncollectitileg entire balance is
deemed a “confirmed loss” and is fully charged-affhe Company recorded a provision for loan losde#2.5 million
during the three month period ended December 311, 20ue primarily to increases in specific reseredsted to impaired
commercial real estate loans. This increase imithd , resulting from the provision for loan lossas offset by net charge
offs of $14.8 million during the period, which prmily resulted from the foreclosure or sale of agrimpaired collateral
dependent commercial and land development loanshwhére being carried at the fair value of theatelal.
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The Company recorded a provision for loandess $68,000 during the three month period ended 30, 2011, which
resulted from the partial charge-off of a commdn@al estate loan held by the Bank’s holding conyp&ASB Financial,
Inc. During the period, the Bank revised the mdthogy 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 forteilestimated future
loss ratios. These ratios are applied to the uarioan portfolios for purposes of estimating fatlosses and calculating
adequate levels of allowance for loan and lease®o§'ALLL"). In addition, the Bank eliminated thise of the 2%, 10%,
and 50% ALLL ratios which were applied to assesssified as special mention, substandard, and fidutgspectively.
The Company is now using historical loss severity encreased historical loss frequency ratios toutate the ALLL
associated with such classified assets, whichtegbirh a $3.1 million increase in the ALLL duringetquarter ended June
30, 2011. These changes were made at the request©TS during their examination, which concludieding the quarter
ended June 30, 2011. Based upon the increaseeitidsure frequency and loss severity ratios with@\Bank'’s portfolios
and other qualitative factors related to the curemonomic conditions, the Bank increased its gdreamponent of
allowance for loan losses during the quarter erdde 30, 2011 to $30.2 million, from $24.0 millianMarch 31, 2011.
This increase in general reserves was offset bgedses in specific reserves related to certairsl@athin the Company’s
land development portfolio, which resulted in naiéidnal required provision for loan losses durthg quarter ended June
30, 2011. The decrease in specific reserves ftainodand development loans was the result oBiek obtaining
additional collateral during the quarter, whichulé=d in decreasing the measured impairment at 30n2011.

The Company recorded a provision for loandess $38.8 million during the three month perioded March 31, 2011.
This provision resulted primarily from: a) increase specific reserves for impaired constructiod lmd development
loans related to: a) the adoption of ASU 2011AZreditor's Determination of Whether a Restruatgrls a Troubled
Debt Restructuring, which clarifies the guidancenomw creditors evaluate whether a restructurindedt qualifies as a
Troubled Debt Restructuring (“TDR”), and; b) a charnn methodology for valuing residential developirieans given the
adverse economic environment and negative outlothe residential development real estate marketthwapplied
downward “qualitative” adjustments to the real &stgppraised values for collateral dependent rasalalevelopment
loans that are deemed impaired, and; c) from ise®&n general reserves resulting from the Compashgcision to shorten
the historical “look-back” period from which losatd is used to formulate estimated future losssatiThese ratios are
applied to the various loan portfolios for purposésstimating future losses and calculating adeglewvels of allowance
for loan and lease losses.

The Company recorded a provision for loandess $10.5 million during the three month perioded December 31,
2010, due primarily to increases in specific resemelated to impaired construction and land dereknt loans.
Management performs an ongoing analysis of indadidlnans and of homogenous pools of loans to asseasy
impairment.

On a consolidated basis, the allowance fads®n loans and real estate owned was 22.5%abttassified assets at
June 30, 2012, 40.5% at September 30, 2011, aB&o4&t June 30, 2011. The significant decreasaguhie nine month
period ended June 30, 2012 was a result of the Blaaiging-off “confirmed losses” that were carraispecific valuation
allowances in prior periods, as noted above.

Management believes that the allowance fasds®n loans and real estate owned is adequateprdhision can
fluctuate based on changes in economic conditicheges in the level of classified assets, chaimgéae amount of loan
charge-offs and recoveries, or changes in othernmdtion available to management. Also, regulatmgncies review the
Company’s allowances for losses as a part of the@imination process, and they may require chamgiess provision
based on information available at the time of tles@mination.

38



Other Income

Other income for the three months ended JOR@@L2, increased $9.2 million from the same pkincthe prior year.
Specifically, gain on sale of loans held for saleréased $7.6 million from the same period in theryear due primarily
to increased mortgage banking volume and spre@tiser income increased $1.9 million, due primatdlyhe effect of
recording the net fair value of certain loan-redatemmitments in accordance with GAAP. Customerice fees
increased $168,000 due primarily to an increaseistellaneous loan fees resulting from an increasielential mortgage
loan origination volume during the quarter. Thesgeases in other income were partially offseait$$861,000 increase in
provision for loss on real estate owned resultmogifa decline in value of foreclosed assets halddée during the three
month period. In addition, gain on sale of sesitlecreased $235,000 as compared to the same pethe prior year,
due to the fact that there was only one security gdoring the current quarter.

Other income for the nine months ended Jun@B@D2, increased $20.7 million from the same gkiothe prior year.
Specifically, gain on sale of loans held for saleréased $11.6 million from the same period inpther year due primarily
to increased mortgage banking volume and spreRdsvision for loss on real estate owned decreagetirdillion due
primarily to a change in methodology for the vailolatof properties within the Bank’s land developmezal estate
portfolio during the quarter ended March 31, 20Given the adverse economic environment and negatitiook in the
residential development real estate market, asastm31, 2011, the Company adopted a change inoaelitgy for the
valuation of its development real estate portfttiat applied downward “qualitative” adjustmentdhe real estate
appraised values for foreclosed development priggerOther income increased $3.7 million, duentoeffect of recording
the net fair value of certain loan-related committsén accordance with GAAP and an increase in ceraial loan
prepayment penalties. These increases were padfédet by a $980,000 decrease in customer sefeies due primarily
to a decrease in miscellaneous loan fees. Thigdse was primarily due to a significant increastaé volume of
government insured loans in the current periodctvingsult in lower fee income. Gain on sale ofisities decreased $1.5
million from the same period in the prior year,uléiag from a decrease in the volume of securitgsduring the period.
In addition, the Company recorded a $200,000 innpait charge related to its investment in Centrait®Holdings, LLC.
During the quarter ended March 31, 2012, the gaiess of fully-developed lots in Central Plattegsidential development
were lowered. The Company incorporated these I@niees into its internal valuation model, whiclsuied in an
additional an impairment charge.

General and Administrative Expenses

Total general and administrative expensesithree months ended June 30, 2012, increas@driion from the
same period in the prior year. Specifically, comgaion and fringe benefits increased $937,000altiee addition of
personnel in the Company’s information technolaggidential lending, internal asset review, accogntand
administrative departments. Commission-based rageidpanking compensation increased $2.1 milliontdwaa increase
in residential mortgage loan origination volumenfrthe same period in the prior year. Premisesegugbment expense
increased $102,000 from the same period in the pear, primarily due to increased costs assocwatgddmoving the
Company’s mortgage banking operation from OverlBadk, Kansas to a new location in Kansas City, Miss Other
expenses increased $668,000 primarily due to isesesn consulting, legal, and other costs relaigtd increase in
residential origination volume during the currenager.

Total general and administrative expenseshi®@nine months ended June 30, 2012, increasech$idn from the
same period in the prior year. Specifically, comgaion and fringe benefits increased $1.9 mildae to the addition of
personnel in the Company’s information technolaggidential lending, internal asset review, accimgntand
administrative departments. Commission-based rageidpanking compensation increased $974,000 dar ittecrease in
residential mortgage loan origination volume frdra same period in the prior year. Premises anghegunt expense
increased $474,000 from the same period in the pear, primarily due to increased costs assocwatddmoving the
Company’s mortgage banking operation from OverlBadk, Kansas to a new location in Kansas City, Miss Other
expenses increased $1.2 million primarily due tesciting and other expenses related to the cororerdithe Bank’s core
processing system, which was completed in the guartded March 31, 2012, and other costs relatéteticrease in
residential origination volume during the curreatipd. These increases were partially offset B224,000 decrease in
advertising and business promotion expense an&@,&10 decrease in deposit insurance premiums thheresame period
in the prior year.
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REGULATION
Regulation of the Company

General

NASB Financial, Inc. (“the Company”) is a wry savings and loan holding company of North AcemiSavings Bank,
F.S.B. (“the Bank” or “North American”). On July122011, supervisory responsibility for the Compaves transferred
from the Office of Thrift Supervision (the "OTS") the Board of Governors of the Federal Reservee8yg‘Federal
Reserve Board” or “FRB”), as required by the Doddsik Wall Street Reform and Consumer Protection (et "Dodd-
Frank Act"). Accordingly, the Company is requiremd register and file reports with the Federal ReseéBoard and is
subject to regulation and examination by the Fdd&eserve Board. In addition, the Federal ReseBoard has
enforcement authority over the Company, which alsonits the Federal Reserve Board to restrict ohipit activities that
are determined to present a serious risk to thé&kBan

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 was signed lat® on July 30, 2002 in response to public consenegarding
corporate accountability in connection with recaotounting scandals. The stated goals of the Basb@xley Act are to
increase corporate responsibility, to provide foha&nced penalties for accounting and auditing impeties at publicly
traded companies and to protect investors by impgothe accuracy and reliability of corporate distires pursuant to the
securities laws. The Sarbanes-Oxley Act geneggiylies to all companies that file or are requitedile periodic reports
with the SEC, under the Securities Exchange Adt9®4, including the Company.

The Sarbanes-Oxley Act includes very speddfittiitional disclosure requirements and corporateeg@mnce rules,
requires the SEC and securities exchanges to adtgnsive additional disclosure, corporate govereand other related
rules. The Sarbanes-Oxley Act represents signifitatieral involvement in matters traditionally left state regulatory
systems, such as the regulation of the accountiofggsion, and to state corporate law, such asetldionship between a
board of directors and management and between @ lmfadirectors and its committees. The Dodd-Fréwagk imposes
additional disclosure and corporate government irements and represents further federal involvemanmatters
historically addressed by state corporate law.

Federal Securities Law

The Company’s securities are registered with $ecurities and Exchange Commission under thariies Exchange
Act of 1934, as amended. As such, the Companyhigsuto the information, proxy solicitation, insidtrading, and other
requirements and restrictions of the SecuritieshBrge Act of 1934.

Missouri Corporation Law

The Company is incorporated under the lawthefState of Missouri, and is therefore subjeaetulation by the State
of Missouri. In addition, the rights of the Companghareholders are governed by The General anitidsssCorporation
Law of Missouri.

Regulation of the Bank

General

The Bank is a federally chartered stock savingkbformed under the authority provided in the Ho®wners' Loan
Act (as amended, "HOLA"). On July 21, 2011, susamy responsibility for the Bank was transferreahfi the OTS to the
Office of the Comptroller of the Currency ("OCC8&ys required by the Dodd-Frank Act. Although th@Beemains subject
to regulations previously promulgated by the OTSyéneral, those regulations are now enforced ®¥IGC.

On April 30, 2010 the Bank entered into a 3uigery Agreement with the OTS, which, among ottiengs, required
the Bank to review and revise its internal assédere process, reduce its classified assets anahiedi on brokered deposits,
and to obtain regulatory approval prior to declgrim paying dividends or making other capital dsttions. On May 22,
2012, the Board of Directors of the Bank agreed t6onsent Order with the OCC, which replaces anditates the
previous Supervisory Agreement the Bank had entergd the OTS. The Consent Order requires, like Supervisory
Agreement that it replaces, that the Bank establislous plans and programs to improve the assditgwf the Bank and
to ensure the adequacy of allowances for loan aadel losses. The Consent Order also requires thie Baobtain an
independent assessment of its allowance for lodriease losses methodology, to conduct indepentidtparty reviews
of its commercial and construction loan portfolaosd to enhance its credit administration syste#siong other items, it
also requires that the Bank’s written capital mamatnce plan will contain objectives that ensureBaek’s Tier 1 leverage
capital remains equal to or greater than 10% afstdfl total assets and that the Bank’s risk-baapiat remains equal to
or greater than 13% of risk-weighted assets.
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Activity Powers
The Bank derives its lending, investment and otmivity powers primarily from HOLA, and the regtitas issued

thereunder. Under these laws and regulations, d#&darings banks, including the Bank, generally imagst in real estate
mortgages, consumer and commercial loans, cengpestof debt securities and certain other asséte Bank may also
establish service corporations that may engagetinities not otherwise permissible for the Bamkcluding certain real
estate equity investments and securities and insarbrokerage activities. These investment powersabject to various
limitations, including (1) a prohibition againstetlacquisition of any corporate debt security teatat rated in one of the
four highest rating categories, (2) a limit of 40@%an association’s capital on the aggregate amolulvans secured by
non-residential real estate property, (3) a linfiR6% of an association’s assets on commercialsioaith the amount of
commercial loans in excess of 10% of assets bémiget to small business loans, (4) a limit of 35%@an association’s
assets on the aggregate amount of consumer lo@nacguisitions of certain debt securities, (5)aitliof 5% of assets on
non-conforming loans (loans in excess of the sjelimhitations of HOLA), and (6) a limit of the gager of 5% of assets or
an association’s capital on certain constructiantomade for the purpose of financing what is axigected to become
residential property.

Recent Legislation
On July 21, 2010, the Dodd-Frank Act was signed iatv. The Dodd-Frank Act implements far-reachifmges
across the financial regulatory landscape, inclgi¢irovisions that, among other things:

* Centralize responsibility for consumer financialoggction by creating the Bureau of Consumer Firanci
Protection, with broad rulemaking, supervision anébrcement authority for a wide range of consupretection
laws that would apply to all banks and thrifts. &ler financial institutions, including the Bankijlvbe subject to
the supervision and enforcement of their primagefal banking regulator with respect to the fedemisumer
financial protection laws.

* Require new capital rules that apply the same dmerand risk-based capital requirements applicablesured
depository institutions to savings and loan holdingpanies.

* Require the federal banking regulators to seek a@entheir capital requirements countercyclicalttsat capital
requirements increase in times of economic exparesngl decrease in times of economic contraction.

* Provide for new disclosure and other requiremesitging to executive compensation and corporateigance.

* Make permanent the $250,000 limit for federal dépasurance and provide unlimited federal depastirance
until January 1, 2013 for non-interest bearing deaiisansaction accounts at all insured depositwsiitutions.

» Effective July 21, 2011, repealed the federal grtioins on the payment of interest on demand dépasiereby
permitting depository institutions to pay interestbusiness transaction and other accounts.

« Require all depository institution holding compante serve as a source of financial strength to thepository
institution subsidiaries in the event such subsiesasuffer from financial distress.

Many aspects of the Dodd-Frank Act are suligctilemaking and will take effect over severahnge making it difficult
to anticipate the overall financial impact on thengany and the financial services industry moreegaly. The
elimination of the prohibition on the payment ofeirest on demand deposits could materially increasénterest expense,
depending on how the marketplace responds. Pomgsh the legislation that require revisions te gapital requirements
of the Company and the Bank could require the Cowjaad the Bank to seek additional sources of ahipithe future.

Insurance of Accounts and Regulation by the FDIC

The Bank's deposits are insured up to applicabigdiby the Deposit Insurance Fund (“DIF") of thBIE. As insurer,
the FDIC imposes deposit insurance premiums araitisorized to conduct examinations of, and to meqreporting by,
FDIC-insured institutions. It also may prohibityafkDIC-insured institution from engaging in any ieity the FDIC
determines by regulation or order to pose a serigksto the DIF. The FDIC also has the authorityrtitiate enforcement
actions against savings institutions, after giving OCC an opportunity to take such action, and teayinate the deposit
insurance if it determines that the institution la®aged in unsafe or unsound practices or is inrmafe or unsound
condition.
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As a result of a decline in the reserve rétie ratio of the DIF to estimated insured depdsitsd concerns about
expected failure costs and available liquid assethe DIF, the FDIC adopted a rule requiring eadured institution to
prepay on December 30, 2009 the estimated amouits afuarterly assessments for the fourth quarte2009 and all
quarters through the end of 2012 (in addition t® tbgular quarterly assessment for the third quavtéch was due on
December 30, 2009). The prepaid amount is recoadeath asset with a zero risk weight and the inigitwill continue to
record quarterly expenses for deposit insurancepiposes of calculating the prepaid amount, assests were measured
at the institution’s assessment rate as of SepteB8the2009, with a uniform increase of three basisits effective January
1, 2011, and were based on the institution’s assasisbase for the third quarter of 2009, with gfoassumed quarterly at
annual rate of 5%. If events cause actual assessmdening the prepayment period to vary from theppid amount,
institutions will pay excess assessments in castecgive a rebate of prepaid amounts not exhawsted collection of
assessments due on June 30, 2013, as applicalilectioo of the prepayment does not preclude théd-fbom changing
assessment rates or revising the risk-based assessystem in the future. The rule includes a peder exemption from
the prepayment for institutions whose safety anthdoess would be affected adversely. In Decemb@®,2Be Bank paid
the prepaid assessment of $6.3 million, and asmé 30, 2012, the outstanding prepaid assessmearglva million.

As required by the Dodd-Frank Act, the FDI@pidd rules effective April 1, 2011, under whiclsurance premium
assessments are based on an institution's totatsassnus its tangible equity (defined as Tier pited) instead of its
deposits. Under these rules, an institution wadtalt assets of less than $10 billion will be ass@jrone of four risk
categories based on its capital, supervisory ratargl other factors. Well capitalized institutiadhat are financially sound
with only a few minor weaknesses are assigned $& Riategory I. Risk Categories I, Ill and IV pres@rogressively
greater risks to the DIF. A range of initial basssessment rates will apply to each category, sube@djustment
downward based on unsecured debt issued by theufisst and, except for an institution in Risk Cgoey |, adjustment
upward if the institution's brokered deposits extcd®% of its domestic deposits, to produce totadebassessment
rates. Total base assessment rates range froto BiBe basis points for Risk Category I, nine fokasis points for Risk
Category Il, 18 to 33 basis points for Risk Catggdirand 30 to 45 basis points for Risk Categodvy &ll subject to further
adjustment upward if the institution holds morenttea de minimis amount of unsecured debt issuednoyhar FDIC-
insured institution. The FDIC may increase or daseeits rates by 2.0 basis points without furthéemaking. In an
emergency, the FDIC may also impose a special sissgs.

The Dodd-Frank Act establishes 1.35% as thermim reserve ratio. The FDIC has adopted a plateuwhich it will
meet this ratio by September 30, 2020, the deadimmsed by the Dodd-Frank Act. The Dodd-Frank pPeduires the
FDIC to offset the effect on institutions with afsskess than $10 billion of the increase in théustey minimum reserve
ratio to 1.35% from the former statutory minimum1o15%. The FDIC has not yet announced how it iviplement this
offset. In addition to the statutory minimum rati® FDIC must designate a reserve ratio, knowth@slesignated reserve
ratio (“DRR”), which may exceed the statutory minim. The FDIC has established 2.0% as the DRR.dtitian, all
institutions with deposits insured by the FDIC erquired to pay assessments to fund interest pagnoerbonds issued by
the Financing Corporation, an agency of the Fedpraérnment established to fund the costs of fditeifts in the 1980s.
For the quarterly period ended March 31, 2012, Rhmancing Corporation assessment equaled .66 pagigs. These
assessments, which may be revised based uponvitleofeDIF deposits, will continue until the bondsture in the years
2017 through 2019.

Under the Dodd-Frank Act, beginning on Janukr®011, all non-interest bearing transaction ant® and IOLTA
accounts qualify for unlimited deposit insurancetbg FDIC through December 31, 2012. NOW accounmtéch were
previously fully insured under the Transaction Aeeb Guarantee Program, are no longer eligible forualimited
guarantee due to the expiration of this programDaecember 31, 2010. NOW accounts, along with aleotdeposits
maintained at the Bank, are now insured by the Fid@ $250,000 per account owner.

As insurer, the FDIC is authorized to condexaminations of and to require reporting by FDIGdred institutions. It
also may prohibit any FDIC-insured institution frangaging in any activity the FDIC determines byulation or order to
pose a serious threat to the DIF. The FDIC alsotha authority to take enforcement actions agdiasks and savings
associations.
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Federal Home Loan Bank System

The Bank is a member of the FHLB-Des Moines, whiscbne of 12 regional FHLBs that administer the bdimancing
credit function of member financial institutionEach FHLB serves as a reserve or central bankfanémbers within its
assigned region. It is funded primarily from preds derived from the sale of consolidated obligetiof the FHLB
System. It makes loans or advances to membersciordance with policies and procedures, establiflyethe Board of
Directors of the FHLB, which are subject to the might of the Federal Housing Finance Agency. adlances from the
FHLB are required to be fully secured by sufficiexttlateral as determined by the FHLB. In additiafl long-term
advances are required to provide funds for residienbme financing. As a member, the Bank is remflito purchase and
maintain stock in the FHLB-Des Moines. At June 2012, the Bank had $8.1 million in FHLB-Des Moirstsck, which
was in compliance with this requirement.

Safety and Soundness Standards

Pursuant to the requirements of the Federal Depsitrance Corporation Improvement Act (“FDICIA3s amended
by the Riegle Community Development and Regulabogyrovement Act of 1994, each federal banking agévas adopted
guidelines establishing general standards relatongnternal controls, information and internal audiystems, loan
documentation, credit underwriting, interest ratpasure, asset growth, asset quality, earningantpensation, fees and
benefits. In general, the guidelines require, anathgr things, appropriate systems and practicetetdify and manage the
risks and exposures specified in the guidelineg glidelines prohibit excessive compensation asrsafe and unsound
practice and describe compensation as excessive titheamounts paid are unreasonable or dispropatgdo the services
performed by an executive officer, employee, dogabdr principal shareholder.

Prompt Corrective Action

Federal statutes establish a supervisory framevib@mged on five capital categories: well capitaljzadequately
capitalized, undercapitalized, significantly undmitalized and critically undercapitalized. An tingion’s category
depends upon where its capital levels are in miatdo relevant capital measures, which includesii-based capital
measure, a leverage ratio capital measure andrcettser factors. The federal banking agenciestadopted regulations
that implement this statutory framework. Understheegulations, an institution is treated as wafliwalized if its ratio of
total capital to risk-weighted assets is 10% orends ratio of core capital to risk-weighted asset6% or more, its ratio of
core capital to adjusted total assets (leverage)rist 5% or more, and it is not subject to anyefed supervisory order or
directive to meet a specific capital level. In@rdo be adequately capitalized, an institution thawe a total risk-based
capital ratio of not less than 8%, a Tier 1 risledsh capital ratio of not less than 4%, and a |lgeratio of not less than
4%. Any institution which is neither well capitzdid nor adequately capitalized is considered uagéatized.

Undercapitalized institutions are subjectctrtain prompt corrective action requirements,ut&gry controls and
restrictions which become more extensive as aititish becomes more severely undercapitalizedluféaby institutions
to comply with applicable capital requirements vehuf not remedied, result in progressively moreese restrictions on
their respective activities and lead to enforcenaetibns, including, but not limited to, the isscarof a capital directive to
ensure the maintenance of required capital leveld, altimately, the appointment of the FDIC as reee or
conservator. Banking regulators will take prompirective action with respect to depository insiiins that do not meet
minimum capital requirements. Additionally, appabwf any regulatory application filed for theirview may be
dependent on compliance with capital requirements.

Qualified Thrift Lender Test

All savings associations, including the Bank, aguired to meet a qualified thrift lender test void certain restrictions
on their operations. This test requires a savagg®ciation to have at least 65% of its total asseatdefined by regulation,
in qualified thrift investments on a monthly avezagr nine out of every 12 months on a rolling baghs an alternative,
the savings association may maintain 60% of itetass those assets specified in Section 7701(p)L%he Internal
Revenue Code of 1986, as amended (“Code”). Unitlerdest, such assets primarily consist of ragidehousing related
loans and investments. A savings associationf#lilatto meet the qualified thrift lender test ishgect to certain operating
restrictions and may be required to convert toteonal bank charter. At June 30, 2012, the Banktséhe qualified thrift
lender test.

Capital Requirements
Regulations require that thrifts meet three minineapital ratios.

Leverage Limit. The leverage limit requires thatift maintain “core capital” of at least 4% of igsljusted tangible
assets. “Core capital” includes (i) common stoditbrs’ equity, including retained earnings; non-ciletive preferred
stock and related earnings; and minority interesthie equity accounts of consolidated subsidiamasus (i) those
intangibles (including goodwill) and investmentsaimd loans to subsidiaries not permitted in conmgutiapital for national
banks, plus (iii) certain purchased mortgage sargidghts and certain qualifying supervisory godtdw

43



Tangible Capital Requirement. The tangible capiguirement mandates that a thrift maintain talegdapital of at
least 1.5% of tangible assets. For the purpostsifequirement, adjusted total assets are giyneedculated on the same
basis as for the leverage ratio requirement. Tdagiapital is defined in the same manner as capéal, except that all
goodwill and certain other intangible assets mestiéducted.

Risk-Based Capital Requirement. OCC standardsinetfuat institutions maintain risk-based capitqui@ to at least
8% of risk-weighted assets. Total risk-based eapicludes core capital plus supplementary capitaldetermining risk-
weighted assets, all assets including certain alffiiice-sheet items are multiplied by a risk wefgbtor from 0% to 100%,
based on risk categories assigned by the OCC. iBgn&gulations categorize banks with risk-basetitabratios over 10%
as well capitalized, 8% to 10% as adequately ciigeth and under 8% as undercapitalized.

At June 30, 2012, the Bank exceeds all camtpjuirements prescribed by the OCC. To calculaee requirements, a
thrift must deduct any investments in and loansulesidiaries that are engaged in activities natnjssible for a national
bank. As of June 30, 2012, the Bank did not haneimvestments in or loans to subsidiaries engagedtivities not
permissible for national banks.

On May 22, 2012, the Board of Directors of themBagreed to a Consent Order with the OCC, whicte&ribed more
fully in Footnote 15, Regulatory Agreements. Amatier items, the Consent Order requires that #ekBnaintain a Tier
1 leverage capital ratio equal to or greater tHa#b And a risk-based capital ratio equal to or graaan 13%. As of June
30, 2012, the Bank’s actual Tier 1 leverage capital total risk-based capital ratios were 13.6%Bh8%, respectively.
The existence of individual minimum capital requilents means that the Bank may not be deemed vpitatized.

The following tables summarize the relatiopdietween the Bank’s capital and regulatory requénets. Dollar
amounts are expressed in thousands.

At June 30, 2012 Amount
GAAP capital (Bank only) $ 164,868
Adjustment for regulatory capital:
Intangible assets (2,396)
Reverse the effect of SFAS No. 115 832
Tangible capital 162,755
Qualifying intangible assets --
Tier 1 capital (core capital) 162,755
Qualifying general valuation allowance ,
Risk-based capital $ 175,552

As of June 30, 2012
Minimum Required for Minimum Required to be

Actual Capital Adequacy Well Capitalized
Amount Ratio Amount Ratio Amount Ratio
Total risk-based capital to risk-weighted ass&s 175,552 17.5% 80,137 >28% 100,171 >10%
Tier 1 capital to adjusted tangible assets 18,75 13.6% 47,949 24% 59,936 >5%
Tangible capital to tangible assets 162,755 .6%3 17,981 >21.5% -- --
Tier 1 capital to risk-weighted assets 162,755 6.3% -- -- 60,103 >26%

Possible Changes to Capital Requirements

The Dodd-Frank Act contains a number of provisithveg will affect the capital requirements applieatd the Company
and the Bank. In addition, on September 12, 201®,Basel Committee adopted the Basel Il capitEstuThese rules,
which may be phased in over a period of years énUhited States, set hew standards for commonyedigt 1 and total
capital, determined on a risk-weighted basis. Thpaict on the Company and the Bank of the Basaiulds cannot be

determined at this time.
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Limitations on Capital Distributions

OCC regulations impose various restrictions onrggviinstitutions with respect to their ability taake distributions of
capital, which include dividends, stock redemptionsepurchases, cash-out mergers and other titiorsacharged to the
capital account. Generally, savings institutiosig;h as the Bank, that before and after the prabdstribution are well-
capitalized, may make capital distributions duramy calendar year up to 100% of net income forytkar-to-date plus
retained net income for the two preceding yearswéi@r, an institution deemed to be in need of ntben normal
supervision or in troubled condition by the OCC rhaye its dividend authority restricted by the OCC.

Generally, savings institutions proposing takm any capital distribution need not submit writtetice to the FDIC
prior to such distribution unless they are a subsjdof a holding company or would not remain wedpitalized following
the distribution. Savings institutions that do,ratwould not meet their current minimum capitduirements following a
proposed capital distribution or propose to exdbede net income limitations, must obtain OCC apgirprior to making
such distribution. The OCC may object to the dstion during that 30-day period based on safetg aoundness
concerns.

Loans to One Borrower

Federal law provides that savings institutionsgeeerally subject to the national bank limit onns#o one borrower. A
savings institution may not make a loan or extemdlit to a single or related group of borrowersxcess of 15% of its
unimpaired capital and surplus. An additional antauay be lent, equal to 10% of unimpaired cagital surplus, if such
loan is secured by specified readily-marketabléatedal.

Transactions with Affiliates

The Bank's authority to engage in transactions idffiliates" is limited by FDIC regulations and I8ections 23A and
23B of the Federal Reserve Act as implemented byFRideral Reserve Board's Regulation W. The texffilidtes” for
these purposes generally means any company thablsoor is under common control with an institutioThe Company
and its non-savings institution subsidiaries wooddaffiliates of the Bank. In general, transactiovith affiliates must be
on terms that are as favorable to the institutisc@mparable transactions with non-affiliates.adidition, certain types of
transactions are restricted to an aggregate pagerdf the institution's capital. Collateral in sffied amounts must be
provided by affiliates in order to receive loansnfr an institution. In addition, savings instituttoare prohibited from
lending to any affiliate that is engaged in aci@stthat are not permissible for bank holding conig® and no savings
institution may purchase the securities of anyliafé other than a subsidiary. Federally insurednggs institutions are
subject, with certain exceptions, to certain resths on extensions of credit to their parent lngdcompanies or other
affiliates, on investments in the stock or othecusities of affiliates and on the taking of suclocst or securities as
collateral from any borrower. In addition, thegstitutions are prohibited from engaging in cert@nin arrangements in
connection with any extension of credit or the jdowg of any property or service. An institutioreamed to be in
“troubled condition” must file a notice with the @Cand obtain its non-objection to any transactiathvan affiliate
(subject to certain exemptions).

The Sarbanes-Oxley Act of 2002 ("Sarbanes¥D¥et") generally prohibits a company from makingahs to its
executive officers and directors. However, thatamitains a specific exception for loans by a dgposinstitution to its
executive officers and directors in compliance vigteral banking laws. Under such laws, the Baauthority to extend
credit to executive officers, directors and 10%cktmlders ("insiders"), as well as entities whiclels person's control, is
limited. The law restricts both the individual aaggregate amount of loans the Bank may make tdersbased, in part,
on the Bank's capital position and requires cerBaiard approval procedures to be followed. Suemdomust be made on
terms substantially the same as those offered #ffilimted individuals and not involve more tharethormal risk of
repayment. There is an exception for loans madsupnt to a benefit or compensation program thaidgly available to
all employees of the institution and does not goreference to insiders over other employees. Tlaeeeadditional
restrictions applicable to loans to executive @fific

Federal Reserve System

The Federal Reserve Board requires that all deggsibstitutions maintain reserves on transactiocoants or non-
personal time deposits. These reserves may I ifotm of cash or non-interest-bearing deposith thie regional Federal
Reserve Bank. Negotiable order of withdrawal (“NQViccounts and other types of accounts that pepaytments or
transfers to third parties fall within the defioiti of transaction accounts and are subject todberve requirements, as are
any non-personal time deposits at a savings baskof June 30, 2012, the Bank’s deposit with thddfal Reserve Bank
and vault cash exceeded its reserve requirements.
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Community Reinvestment Act

Under the Community Reinvestment Act (“CRA”"), eveafpIC-insured institution has a continuing and rafftive
obligation consistent with safe and sound bankiragices to help meet the credit needs of its @mimmunity, including
low and moderate income neighborhoods. The CRAs das establish specific lending requirements argpams for
financial institutions nor does it limit an institon's discretion to develop the types of prodaetd services that it believes
are best suited to its particular community, caesiswith the CRA. The CRA requires the FDIC, onoection with the
examination of the Bank, to assess the institigio®tord of meeting the credit needs of its comiguaund to take such
record into account in its evaluation of certairplagations, such as a merger or the establishmeut loranch, by the
Bank. The FDIC may use an unsatisfactory ratinthasbasis for the denial of an application. TtenlBreceived a rating
of “satisfactory” in its latest examination.

Privacy Standards

The Bank is subject to OCC regulations implementireg privacy protection provisions of the Gramm-tle®liley Act
(“Gramm-Leach”). These regulations require the Bémklisclose its privacy policy, including ideniifig with whom it
shares “non-public personal information,” to custosat the time of establishing the customer wtatiip and annually
thereafter. The regulations also require the B@anfrovide its customers with initial and annuatices that accurately
reflect its privacy policies and practices. In didai, the Bank is required to provide its customeith the ability to “opt-
out” of having the Bank share their non-public paed information with unaffiliated third partiesfoee they can disclose
such information, subject to certain exceptionshe Bank is subject to regulatory guidelines esshilig standards for
safeguarding customer information. These regulationplement certain provisions of Gramm-Leach. Theidelines
describe the Agencies’ expectations for the creafimplementation and maintenance of an informasiecurity program,
which would include administrative, technical andysical safeguards appropriate to the size and kxityp of the
institution and the nature and scope of its adtisit The standards set forth in the guidelinesimiended to ensure the
security and confidentiality of customer recordsl amformation, protect against any anticipated dkseor hazards to the
security or integrity of such records and protegaiast unauthorized access to or use of such reamréhformation that
could result in substantial harm or inconveniercarty customer.

Regulatory and Criminal Enforcement Provisions

The OCC has primary enforcement responsibility aaarings institutions and has the authority to dpiiction against
all "institution-affiliated parties," including st&holders, attorneys, appraisers and accountardskmbwingly or recklessly
participate in wrongful action likely to have anvadse effect on an insured institution. Formaloecément action may
range from the issuance of a capital directiveearse and desist order to the removal of officemirectors, receivership,
conservatorship or termination of deposit insurariigil penalties may be issued for a wide rangeiofations. Federal
law also establishes criminal penalties for certaatations.

LIQUIDITY AND CAPITAL RESOURCES

The Bank maintains sufficient liquidity to ems safe and sound operation. North American ragista level of liquid
assets adequate to meet the requirements of nbanking activities, including the repayment of metg debt and
potential deposit withdrawals. The Bank’s primaoyrces of liquidity are cash and cash equivald¢néssale and
repayment of loans, the retention of existing oxlyeacquired retail deposits, and FHLB advancesdifonal sources of
liquidity include the sale of investment securitgasilable for sale, reverse repurchase agreenmteRi advances, and the
acquisition of deposits through a nationwide ingiisting service.

Management continues to use FHLB advancegasiary source of short-term funding. FHLB advesare secured
by a blanket pledge agreement covering portiorte@foan and securities portfolio as collaterahpmrted by quarterly
reporting of eligible collateral to FHLB. FHLB bmwings are limited based upon a percentage oB#rk’s assets and
eligible collateral, as adjusted by collateral ililify and maintenance levels. Management corilyumonitors the
balance of eligible collateral relative to the ambaof advances outstanding to determine the avlilabf additional FHLB
advances. At June 30, 2012, the Bank had a totabWing capacity at FHLB of $236.1 million, andtsianding advances
of $150.0 million. As an additional source of lidity, the Bank has $92.0 million of highly liqughort term U.S.
Government sponsored agency securities in itsqmrtht June 30, 2012.

In accordance with the Consent Order with the O@itich is described more fully in Footnote 15, Retpry
Agreements, the Bank is required to meet and maisfzecific capital levels. This requirement plots the Bank from
accepting, renewing, or rolling over any brokeregasits. As of June 30, 2012, the Bank’s brokelegubsits totaled $21.4
million. The Bank believes it will have adequaliemnate funding sources available to replace slegosits upon their
maturity.
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Fluctuations in the level of interest ratgsi¢glly impact prepayments on mortgage loans andgage related
securities. During periods of falling rates, thpsepayments increase and a greater demand extistew loans. The
Bank’s ability to attract and retain customer degsas partially impacted by area competition agdther alternative
investment sources that may be available to th&kBanustomers in various interest rate environmeManagement
believes that the Bank will retain most of its nmratg time deposits in the foreseeable future. Hmveany material
funding needs that may arise in the future carelasanably satisfied through the use of the Baniiegyy and additional
liquidity sources, described above. Managemenoisurrently aware of any other trends, marketd@ns, or other
economic factors that could materially impact tt@Bs primary sources of funding or affect its fit@bility to meet
obligations as they come due. Although future gearto the level of market interest rates are taicgrmanagement
believes its sources of funding will continue taneen stable during upward and downward interest eatvironments

Item 3. Quantitative and Qualitative DisclosuresoAbMarket Risk

For a complete discussion of the Company’staasd liability management policies, as well aspbtential impact of
interest rate changes upon the market value o€tmpany’s portfolio, see the “Asset/Liability Mamagent” section of the
Company’s Annual Report for the year ended Septedbe2011.

Management recognizes that there are certarketrisk factors present in the structure ofBhek’s financial assets
and liabilities. Since the Bank does not have natamounts of derivative securities, equity sé@s, 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 thatdvpatentially occur to its net portfolio value (“NB of assets,
liabilities, and off-balance sheet items assumisgdden change in market interest rates. Managgmnesents a NPV
analysis to the Board of Directors each quarterMiBY policy limits are reviewed and approved. TEhkave been no
material changes in the market risk informationvided in the Annual Report for the year ended Saptr 30, 2011.

Iltem 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 our disclosure controls and proceduresua$ term is defined in
Rules 13a-15(e) and 15d-15(e) under the SecusdtidsExchange Act of 1934. Based on this evaluationprincipal
executive officer and our principal financial officconcluded that our disclosure controls and pios were effective at
the end of the period covered by this quarterlyprepThere were no changes in the Company’s iaterontrol over
financial reporting during the period covered big tiuarterly report on Form 10-Q that have matkriffected or are
reasonably likely to materially affect our intermaintrol over financial reporting.

47



PART Il - OTHER INFORMATION

Item 1. Legal Proceedings
There were no material proceedings pendingrdttan ordinary and routine litigation inciderttathe business of the
Company.

Item 1A. Risk Factors

There were no material changes during theoddrom the risk factors previously discussed émitlA, “Risk Factors”
in our Annual Report for the year ended SeptembBbefG11.

ltem 2.  Unregistered Sales of Equity Securities dad of Proceeds
None.

ltem 3.  Defaults Upon Senior Securities
None.

ltem 4.  Mine Safety Disclosures
None.

Iltem 5. Other Information
None.

Item 6. Exhibits
Exhibit 31.1 — Certification of Chief Executive @fér pursuant to Rules 13a-15(e) and 15d-15(e)

Exhibit 31.2 — Certification of Chief Financial @fér pursuant to Rules 13a-15(e) and 15d-15(e)

Exhibit 32.1 — Certification of Chief Executive @fér pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Qktayf 2002

Exhibit 32.2 — Certification of Chief Financial @fér pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Qktayf 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xg@ 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, 2012 By: /s/ David H. Hancock
David H. Hancock
Chairman and
Chief Executive Officer

August 9, 2012 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer
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EXHBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTO RULES 13a-14(a) OR 15d-14(a)

I, David Hancock, certify that:
1. I have reviewed this report on Form 10-Q of NBASinancial, Inc.;

2. Based on my knowledge, this report does notadony untrue statement of a material fact ortémstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfi@ periods presented in this report;

4. The registrant’s other certifying officers drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@&))%nd internal control over financial reportirg defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéhav

a) designed such disclosure controls and procedareaused such disclosure controls and procedaitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

b) designed such internal control over finanaégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordancegaitierally accepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentusireport our conclusions
about the effectiveness of the disclosure contamtsprocedures, as of the end of the period cougreldis report based on such
evaluation; and

d) disclosed in this report any change in thestegnt's internal control over financial reportithgit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repodt ttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officers dnthve disclosed, based on our most recent evafuafiinternal control over financial
reporting, to the registrant’s auditors and theitac@nmittee of the registrant’s board of direct@spersons performing the equivalent
functions);

a) all significant deficiencies and material weekses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the tegig’s ability to record, process, summarize aqbrt financial information; and

b) any fraud, whether or not material, that ineslimanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: August 9, 2012 By: /s/ David H. Hancock
David H. Hancock
Chairman and Chief Executive Officer
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EXHBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT O RULES 13a-14(a) OR 15d-14(a)
I, Rhonda Nyhus, certify that:
1. I have reviewed this report on Form 10-Q of NBASinancial, Inc.;

2. Based on my knowledge, this report does notadomny untrue statement of a material fact ortémstate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtifi@ periods presented in this report;

4. The registrant’s other certifying officers drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportimg defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéhav

a) designed such disclosure controls and procedareaused such disclosure controls and procedioifee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepared

b) designed such internal control over finanaégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of financial
statements for external purposes in accordanceggitierally accepted accounting principles;

c) evaluated the effectiveness of the registratisslosure controls and procedures and presentusireport our conclusions
about the effectiveness of the disclosure conamtsprocedures, as of the end of the period covgyéhlis report based on such
evaluation; and

d) disclosed in this report any change in thestegit’s internal control over financial reportitigait occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repodt) ttas materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant’s other certifying officers dnthve disclosed, based on our most recent evafuafiinternal control over financial
reporting, to the registrant’s auditors and theitac@mmittee of the registrant’s board of direct@spersons performing the equivalent
functions);

a) all significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the rtegig’s ability to record, process, summarize asmbrt financial information; and

b) any fraud, whether or not material, that ineslimanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: August 9, 2012 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer
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EXHBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of NASB &ieial, Inc. (the "Company") on Form 10-Q for thegipd ending June
30, 2012, as filed with the Securities and Excha@gmmission on the date hereof (the "Report"),dyid H. Hancock,
Chief Executive Officer of the Company, certify thaursuant to 18 U.S.C. Section 1350, as adopteslipnt to Section
906 of the Sarbanes-Oxley Act of 2002, to the bésty knowledge and belief:

1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934;
and

2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand result of
operations of the Company.

August 9, 2012 By: /s/ David H. Hancock
David H. Hancock
Chairman and
Chief Executive Officer

A signed original of this written statement reqditey Section 906 has been provided to NASB Fin&nicie. and will be
retained by NASB Financial, Inc. and furnishedre Securities and Exchange Commission or its stadfi request.

This certification is made solely for purpose ofU&.C. Section 1350, subject to the knowledgedstethcontained therein,
and not for any other purpose.
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EXHBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of NASB &ieial, Inc. (the "Company") on Form 10-Q for thegipd ending June
30, 2012, as filed with the Securities and Excha@gemission on the date hereof (the "Report") HoRda Nyhus, Chief
Financial Officer of the Company, certify that, puant to 18 U.S.C. Section 1350, as adopted pursu&ection 906 of
the Sarbanes-Oxley Act of 2002, to the best of mywedge and belief:

1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeoh 1934;
and

2) The information contained in the Report fairly mets, in all material respects, the financial ctadiand result of
operations of the Company.

August 9, 2012 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer

A signed original of this written statement reqditey Section 906 has been provided to NASB Fin&nicie. and will be
retained by NASB Financial, Inc. and furnishedre Securities and Exchange Commission or its stadfi request.

This certification is made solely for purpose ofU&.C. Section 1350, subject to the knowledgedstethcontained therein,
and not for any other purpose.

53



