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NASB Financial, Inc. and Subsidiary

Condensed Consolidated Balance Sheets March 31, September 30,
2012 2011
(Unaudited)

ASSETS (Dollars in thousands)
Cash and cash equivalents $ 7,575 5,030
Securities:

Available for sale, at fair value 85,391 72,125
Stock in Federal Home Loan Bank, at cost 7,633 13,551
Mortgage-backed securities:

Available for sale, at fair value 606 715

Held to maturity, at cost 32,778 39,146
Loans receivable:

Held for sale, at fair value 133,990 115,434

Held for investment, net 866,228 987,400

Allowance for loan losses (36,797) (70,266)

Total loans receivable, net 963,421 1,032,568
Accrued interest receivable 4,085 4,870
Foreclosed assets held for sale, net 21,155 16,937
Premises and equipment, net 15,148 14,434
Investment in LLCs 17,480 17,674
Deferred income tax asset, net 16,389 19,221
Income taxes receivable 6,451 3,124
Other assets 14,096 14,189

$ 1,192,208 1,253,584

LIABILITIES AND STOCKHOLDERS’ EQUITY

Liabilities:

Customer deposit accounts $ 845,610 784,681
Brokered deposit accounts 24,975 24,994
Advances from Federal Home Loan Bank 125,000 247,000
Subordinated debentures 25,774 25,774
Escrows 4,954 10,082
Accrued expenses and other liabilities 9,367 10,675

Total liabilities 1,035,680 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 16,655 16,652
Retained earnings 176,720 171,406
Treasury stock, at cost; 1,989,498 shares (38,418) (38,418)
Accumulated other comprehensive income (loss) 92 (741)

Total stockholders’ equity 156,528 150,378

$ 1,192,208 1,253,584

See accompanying notes to condensed consolidai@ucfal statements



NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Operations

(Unaudited)
Three months ended Six months ended
March 31, March 31,
2012 2011 2012 2011
(Dollars in thousands, except per share data)
Interest on loans receivable $ 14,270 16,195 30,163 34,266
Interest on mortgage-backed securities 463 577 962 1,129
Interest and dividends on securities 498 1,215 1,466 1,838
Other interest income 4 2 6 6
Total interest income 15,235 17,989 32,597 37,239
Interest on customer and brokered deposit acsount 2,435 3,862 4,914 8,148
Interest on advances from Federal Home Loan Bank 566 1,310 1,201 3,107
Interest on subordinated debentures 137 122 266 249
Total interest expense 3,138 5,294 6,381 11,504
Net interest income 12,097 12,695 26,216 25,735
Provision for loan losses 5,000 38,800 7,500 49,326
Net interest income (loss) after provisionlfmn losses 7,097 (26,105) 18,716 (23,591)
Other income (expense):
Loan servicing fees, net 18 (34) 65 43
Impairment recovery on mortgage servicing rights -- 18 -- 17
Customer service fees and charges 1,202 1,302 2,612 3,760
Provision for loss on real estate owned (2,069) (9,688) (3,423) (11,731)
Gain (loss) on sale of securities availablestae - 190 (343) 470
Gain on sale of securities held to maturity -- 411 -- 411
Gain from sale of loans receivable held for sale 8,565 8,514 19,836 15,849
Impairment loss on investment in LLCs (200) -- (200) --
Other 773 (2,466) 291 (1,486)
Total other income (loss) 8,289 (1,753) 18,838 7,333
General and administrative expenses:
Compensation and fringe benefits 5,473 4,761 10,821 9,876
Commission-based mortgage banking compensation 3,608 2,220 7,309 8,392
Premises and equipment 1,294 1,077 2,485 2,113
Advertising and business promotion 1,370 1,334 2,381 2,601
Federal deposit insurance premiums 400 466 787 903
Other 2,626 2,133 5,125 4,641
Total general and administrative expenses 14,771 11,991 28,908 28,526
Income (loss) before income tax expense (bgnefit 615 (39,849) 8,646 (44,784)
Income tax expense (benefit) 240 (15,342) 3,332 (17,242)
Net income (loss) $ 375 (24,507) 5,314 (27,542)
Basic earnings (loss) per share $ 0.05 (3.11) 0.68 (3.50)
Diluted earnings (loss) per share $ 0.05 (3.11) 0.68 (3.50)
Basic weighted average shares outstanding 7,867,614 7,867,614 7,867,614 7867,

See accompanying notes to condensed consolidatatkcfal statements



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

Accumulated

Additional other Total
Common paid-in  Retained  Treasury comprehensigockholders'
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 - - 5,314 -- - 5,314

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

available for sale - - -- -- 833 833

Total comprehensive income 6,147

Stock based compensation expense -- 3 -- -- -- 3
Balance at March 31, 2012 $ 1,479 16,655 176,720 (38,418) 92 156,528

Six months ended
March 31, 2012

Reclassification Disclosure: (Dollars in thousands)
Unrealized gain on available for sale securjtiet of
income taxes of $389 $ 622
Reclassification adjustment for loss includedét
income, net of income taxes of $132 211
Change in unrealized gain on available for sale
securities, net of income taxes of $521 $ 833

See accompanying notes to condensed consolidai@ucfal statements



NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Cash Flowsa{idiited)
Six months ended March 31,

2012 2011
Cash flows from operating activities: (Dollars in thousands)
Net income (loss) $ 5,314 (27,542)
Adjustments to reconcile net income (loss) togaesth
provided by (used in) operating activities:
Depreciation 976 941
Amortization and accretion, net (806) (318)
(Gain) loss on sale of securities availablestie 343 (470)
Gain on sale of securities held to maturity -- (411)
(Gain) loss from investment in LLCs (2) 32
Impairment loss on investment in LLCs 200 --
Impairment recovery on mortgage servicing sght -- a7
Gain from loans receivable held for sale (19,836) (15,849)
Provision for loan losses 7,500 49,326
Provision for loss on real estate owned 3,423 11,731
Origination of loans receivable held for sale (849,286) (969,652)
Sale of loans receivable held for sale 850,565 1,123,218
Stock based compensation — stock options 3 25
Changes in:
Net fair value of loan-related commitments (231) 956
Accrued interest receivable 785 (94)
Prepaid and accrued expenses, other liabilitiesincome taxes receivable,
and income taxes payable (1,976) (18,534)
Net cash provided by (used in) operatingvits (3,028) 153,342
Cash flows from investing activities:
Principal repayments of mortgage-backed secaritie
Held to maturity 6,343 8,504
Available for sale 88 130
Principal repayments of investment securities:
Held to maturity -- 166
Available for sale 25,109 5
Principal repayments of mortgage loans receivhbld for investment 105,939 102,865
Principal repayments of other loans receivable 2,054 3,390
Loan origination - mortgage loans receivable Hetdnvestment (37,915) (92,663)
Loan origination - other loans receivable (1,245) (1,667)
Purchase of mortgage loans receivable held f@siment (588) (559)
Proceeds from sale of Federal Home Loan Banlkstoc 5,919 4,622
Purchase of mortgage backed securities held taritya -- (8,768)
Purchase of investment securities availabledte s (57,055) (62,925)
Proceeds from sale of investment securities teefdaturity -- 1,491
Proceeds from sale of investment securities alvkglfor sale 19,678 16,646
Proceeds from sale of real estate owned 5,196 16,454
Purchases of premises and equipment, net (1,690) (1,135)
Investment in LLCs (4) (6)
Other (75) (71)
Net cash provided by (used in) investing atiéisi 71,754 (13,521)



NASB Financial, Inc. and Subsidiary
Condensed Consolidated Statements of Cash Flowsa{idiited)

Six months ended March 31,

2012 2011
Cash flows from financing activities: (Dollars in thousands)
Net increase (decrease) in customer and brokkedsit accounts 60,947 (56,902)
Proceeds from advances from Federal Home Loak Ban -- 17,000
Repayment on advances from Federal Home Loan Bank (122,000) (92,000)
Change in escrows (5,128) (5,209)
Net cash used in financing activities (66,181) (137,111)
Net increase in cash and cash equivalents 2,545 2,710
Cash and cash equivalents at beginning of the gherio 5,030 14,033
Cash and cash equivalents at end of period $ 7,575 16,743
Supplemental disclosure of cash flow information:
Cash paid for income taxes (net of refunds) $ 4,349 1,579
Cash paid for interest 6,432 11,616
Supplemental schedule of non-cash investing arahéiimg activities:
Conversion of loans receivable to real estateenl, net of specific reserves $ 12,747 19,239
Conversion of real estate owned to loans reté 360 2,642

See accompanying notes to condensed consolidatatkcfal statements



(1) BASIS OF PRESENTATION

The consolidated financial statements inclingeaccounts of NASB Financial, Inc. (the “Comp3dnits wholly-owned
subsidiary, North American Savings Bank, F.S.Be (fBank”), and the Bank’s wholly-owned subsidiakgr-Am Service
Corporation. All significant inter-company transans have been eliminated in consolidation. Téwsolidated financial
statements do not include the accounts of our whelined statutory trust, NASB Preferred Trust e(tfirust”). The Trust
qualifies as a special purpose entity that is equired to be consolidated in the financial stat@sief NASB Financial,
Inc. The Trust Preferred Securities issued byTtest are included in Tier | capital for regulat@gpital purposes.

The accompanying unaudited condensed consetidenancial statements are prepared in accordaitbhénstructions
to Form 10-Q and do not include all of the inforiroatand footnotes required by accounting princigleserally accepted
in the United States of America (“GAAP”) for comfidinancial statements. All adjustments are nbanal and recurring
nature, and, in the opinion of management, thestants include all adjustments considered necefsafgir presentation.
These statements should be read in conjunctionthétitonsolidated financial statements and not®th included in the
Company’s Annual Report on Form 10-K for the yaailedd September 30, 2011, filed with the Securéres Exchange
Commission on December 14, 2011. Operating refuithe six month period ended March 31, 2012 rartenecessarily
indicative of the results that may be expectedHerfiscal year ending September 30, 2012. Thd&osed consolidated
balance sheet of the Company as of September 2Q, B@s been derived from the audited balance stide¢ Company as
of that date.

In preparing the financial statements, managens required to make estimates and assumptiahsifect the reported
amounts of assets and liabilities as of the dathebalance sheet and revenues and expensee foetiiod. Material
estimates that are particularly susceptible toiiggmt change in the near-term relate to the deitesition of the allowances
for losses on loans, valuation of foreclosed adselt$ for sale, accruals for loan recourse prowsj@nd fair values of
financial instruments, among other items. Managgrbelieves that these estimates are adequate vaovieture additions
to the allowance or changes in the estimates maebessary based on changes in economic conditions.

The Company’s critical accounting policiesalwng the more significant judgments and assunmgtiosed in the
preparation of the condensed consolidated finasstééments as of March 31, 2012, have remaineldamged from
September 30, 2011. These policies relate toltbeance for loan losses, the valuation of foreetbassets held for sale,
the valuation of derivative instruments, and thiiaton of equity method investments. Disclosurthese critical
accounting policies is incorporated by referenceeuritem 8 “Financial Statements and Supplemeridata” in the
Company’s Annual Report on Form 10-K for the Compmyear ended September 30, 2011.

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

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

Three months ended Six months ended
3/31/12 3/31/11 3/31/12 3/31/11
Net income (loss) (in thousands) $ 375 (24,507) 5,314 (27,542)
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 $ 0.05 (3.11) 0.68 (3.50)
Diluted 0.05 (3.11) 0.68 (3.50)



At March 31, 2012 and 2011, options to purehdi,538 and 49,538 shares, respectively, of tiepaay’s stock were
outstanding. These options were not included eénctiiculation of diluted earnings (loss) per shmaeause the option
exercise price was greater than the average mpriket of the common shares for the period, thusingathe options anti-
dilutive.

(3) SECURITIES AVAILABLE FOR SALE

The following table presents a summary of gties available for sale at March 31, 2012. Do#enounts are expressed
in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
Cost gains losses value
Corporate debt securities $ 33,663 504 302 33,865
U.S. Government sponsored agency securities 1,583 2 74 51,515
Municipal securities 11 -- -- 11
Total $ 85,261 506 376 85,391

The following table presents a summary of ges available for sale at September 30, 201llaD 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 six month period ended March 31,20he Company realized gross gains of $227,080avss losses of
$570,000 on the sale of securities available fta.s@the Company realized gross gains of $470,0@0@ gross losses on
the sale of securities available for sale durirgygix month period ended March 31, 2011.

The following table presents a summary offtevalue and gross unrealized losses of thoseriies available for sale
which had unrealized losses at March 31, 2012.labamounts 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 $ 5111 50 $ 15,781 252
U.S. Government sponsored agency securities 41,395 74 -- --
Total $ 46,506 124 $ 15,781 252

Management monitors the securities portfadioifnpairment on an ongoing basis. This procegslies monitoring
market conditions and other relevant informatioig)uding external credit ratings, to determine Vkleetor not a decline in
value is other-than-temporary. When the fair vaitia security is less than its amortized cospther-than-temporary
impairment is considered to have occurred if tresent value of expected cash flows is not sufftdiemecover the entire
amortized cost, or if the Company intends to, df lné required to, sell the security prior to tleeavery of its amortized
cost. The unrealized losses at March 31, 201 2yramearily the result of changes in market yields the time of
purchase. Management generally views changedrindiaie caused by changes in interest rates asaery.



The scheduled maturities of securities avéalétr sale at March 31, 2012 are presented irfidh@wing table. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
Cost gains losses value
Due in less than one year $ 6 - - 6
Due from one to five years 66,113 11 293 65,831
Due from five to ten years 19,142 954 83 19,554
Total $ 85,261 506 376 85,391

(4) SECURITIES HELD TO MATURITY

There were no securities held to maturity aréth 31, 2012 and September 30, 2011.

During the six month period ended March 311,2@he Bank recognized a gain of $411,000 onaheaf an asset
backed security which was classified as held tauntgt The security, which was secured by a pddiust preferred

securities issued by various banks, had an amdrtast of $1.1 million at the time of sale. Theidmn was made to sell
the security after it was determined that there sigsificant deterioration in the issuer’s creditthiness.

(5) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

The following table presents a summary of gage-backed securities available for sale at Maict?012. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains Losses value
Pass-through certificates guaranteed by GNMA —dfircte  $ 81 - - 81
Pass-through certificates guaranteed by FNMA —
adjustable rate 147 3 - 150
FHLMC patrticipation certificates:
Fixed rate 229 14 -- 243
Adjustable rate 128 4 -- 132
Total $ 585 21 - 606

The following table presents a summary of g&ge-backed securities available for sale at Sé@eB0, 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 patrticipation certificates:
Fixed rate 268 25 - 293
Adjustable rate 146 7 -- 153
Total $ 674 41 - 715

There were no sales of mortgage-backed sesudvailable for sale during the six month periedded March 31, 2012
and 2011.



The scheduled maturities of mortgage-backedrgees available for sale at March 31, 2012 aesented in the
following table. Dollar amounts are expressechimusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from one to five years $ 229 14 -- 243
Due after ten years 356 7 -- 363
Total $ 585 21 -- 606

Actual maturities and pay-downs of mortgagekieal securities available for sale will differ framoheduled maturities
depending on the repayment characteristics andiexpe of the underlying financial instruments,vaimch borrowers

have the right to prepay certain obligations.

(6) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

The following table presents a summary of gage-backed securities held to maturity at March2812. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized Unrealized fair
cost gains Losses value
FHLMC participation certificates:
Fixed rate $ 41 - - 41
FNMA pass-through certificates:
Fixed rate 4 -- - 4
Balloon maturity and adjustable rate 6 2 -- 1 25
Collateralized mortgage obligations 32,707 88 578 32,217
Total $ 32,778 88 579 32,287

The following table presents a summary of gage-backed securities held to maturity at Septe®®e2011. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
Cost gains losses value
FHLMC patrticipation 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

There were no sales of mortgage-backed seuhield to maturity during the six month periodded March 31, 2012
and 2011.



The following table presents a summary offtevalue and gross unrealized losses of thoségage-backed securities
held to maturity which had unrealized losses atdia@1, 2012. Dollar amounts are expressed in Hruls

Less than 12 months 12 months or longer
Estimated Gross Estimated Gross
fair unrealized fair unrealized
Value losses Value losses
Collateralized mortgage obligations $13,617 401 $ 10,993 177
FNMA pass-through certificates 25 1 -- --
Total $ 13,642 402 $ 10,993 177

Management monitors the securities portfadioifnpairment on an ongoing basis by evaluatingketaconditions and
other relevant information, including external Gtedtings, to determine whether or not a declmealue is other-than-
temporary. When the fair value of a security gslthan its amortized cost, an other-than-tempanapgirment is
considered to have occurred if the present vallexpécted cash flows is not sufficient to recoher éntire amortized cost,
or if the Company intends to, or will be required sell the security prior to the recovery of itsatized cost. The
unrealized losses at March 31, 2012, are prim#ryresult of changes in market yields from theetwh purchase.
Management generally views changes in fair valused by changes in interest rates as temporargddition, all
scheduled payments for securities with unrealipedds at March 31, 2012, have been made, andrtitpated that the
entire principal balance of such securities willdodlected.

The scheduled maturities of mortgage-backedrgtees held to maturity at March 31, 2012, aresented in the
following table. Dollar amounts are expresseciusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from one to five years $ 4 -- -- 4
Due from five to ten years 2,607 - 157 2,450
Due after ten years 30,167 88 422 9,823
Total $ 32,778 88 579 32,287

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

The Bank has traditionally concentrated iteliag 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, constructa®yelopment, and
commercial real estate properties. The remainarggf North American’s loan portfolio consistsrafin-mortgage
commercial loans and installment loans. The follmatable presents the Bank’s total loans receevabMarch 31, 2012.
Dollar amounts are expressed in thousands.

March 31, September 30,
HELD FOR INVESTMENT 2012 2011
Mortgage loans:
Permanent loans on:
Residential properties $ 330,100 329,715
Business properties 388,130 409,737
Partially guaranteed by VA or insuredryA 4,456 3,947
Construction and development 138,435 181,663
Total mortgage loans 861,121 925,062
Commercial loans 80,937
21,450
Installment loans and lease financing to individual 7,871 9,028
Total loans receivable held for istveent 890,442 1,015,027
Less:
Undisbursed loan funds (18,376) (20)94
Unearned discounts and fees on loans, netfefred costs (5,838) (6,683)
Net loans receivable held for investment $ 866,228 987,400
HELD FOR SALE
Mortgage loans:
Permanent loans on:
Residential properties $ 133,990 115,434

Included in the loans receivable balancesatci 31, 2012, are participating interests in nagégloans and wholly
owned mortgage loans serviced by other institutinrihe amount of $4.8 million. Loans and partitipns serviced for
others amounted to approximately $40.6 million @réh 31, 2012. Loans serviced for others aremabtided in the
accompanying consolidated balance sheets.

Lending Practices and Underwriting Standards

Residential real estate loans - The Bank sfferange of residential loan programs, includiraggams offering loans
guaranteed by the Veterans Administration (“VA"ddoans insured by the Federal Housing Adminisira{fFHA"). The
Bank’s residential loans come from several sourdédee loans that the Bank originates are geneaatbsult of direct
solicitations of real estate brokers, builders,alepers, or potential borrowers via the interriéarth American periodically
purchases real estate loans from other financstititions or mortgage bankers.

The Bank’s residential real estate loan undégve are grouped into three different levels doagpon each underwriter's
experience and proficiency. Underwriters withicleéevel are authorized to approve loans up toguitessd dollar amounts.
Any loan over $1 million must also be approved hiyer 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 cregitiony, income, and sufficient funds for closingeguired on all loans.

An appraisal report, performed in conformity wittetUniform Standards of Professional Appraiserstiti@ by an outside
licensed appraiser, is required for all loans. i@ajby, 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 initteréest rate and the
borrower’s ability to repay based on the maximurst fadjustment rate. Each underwriting decisitesdnto account the
type of loan and the borrower’s ability to pay ggher rates. While lifetime rate caps are takea gonsideration,
qualifying ratios may not be calculated at thiseledue to an extended number of years requireddotrthe fully-indexed
rate. NASB does not originate any hybrid loanshsas payment option ARMs, nor does the Bank caigimny subprime
loans, generally defined as high risk or loansubifssantially impaired quality.

At the time a potential borrower applies faeaidential mortgage loan, it is designated dweeia portfolio loan, which
is held for investment and carried at amortized,asa loan held-for-sale in the secondary maaket carried at fair value.
All the loans on single family property that thernRaholds for sale conform to secondary market undeng 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 veerts ability to repay
the loan.

Construction and development loans - Constm&nd land development loans are made primanily t
builders/developers, who construct propertiesdégsate. The Bank originates both fixed and variade construction
loans, and most are due and payable within one Jeaome cases, extensions are permitted if patgrae current and
construction has progressed satisfactorily.

The Bank’s requirements for a constructiomlage similar to those of a mortgage on an exigtsglence. In addition,
the borrower must submit accurate plans, spedifiogat and cost projections of the property to hestmcted. All
construction and development loans are manuallgnmitten using NASB's internal underwriting stands  All
construction and development loans must be apprby¢kde CEO and either the EVP/ Chief Credit Office
SVP/Construction Lending. Prior approval is reqdifrom the Bank’s Board of Directors for newlyginiated construction
and development loans with a proposed balance.6fiéifflion or greater. The bank has adopted irgklman-to-value
limits consistent with regulations, which are 6586 faw land, 75% for land development, and 85%égidential and non-
residential construction. An appraisal report perfed in conformity with the Uniform Standards obfessional
Appraisers Practice by an outside licensed apprasequired on all loans in excess of $250,0G@nerally, the Bank will
commit to an initial term of 12 to 18 months on swaction loans, and an initial term of 24 to 48ntis on land
acquisition and development loans, with six moethewals thereafter. Interest rates on construtbams typically adjust
daily and are tied to a predetermined index. NAS&aff regularly performs inspections of each propduring its
construction phase to help ensure adequate prograskieved before making scheduled loan disbuzgaésn

When construction and development loans matheeBank typically considers extensions for shgik-month term
periods. This allows the Bank to more frequentigleate the loan, including creditworthiness andent market
conditions and, if management believes it’s inlikst interest of the Company, to modify the teromedingly. This
portfolio consists primarily of assets with ratesitto the prime rate and, in most cases, the tiondifor loan renewal
include an interest rate “floor” in accordance viltte market conditions that exist at the time ofereal.

During the six month period ended March 311,20@he Bank renewed a number of loans withinatsstruction and land
development portfolio due to slower home and It#sa the current economic environment. Suchresibas were
accounted for as Troubled Debt Restructurings (“SDH the restructuring was related to the borréwénancial
difficulty, and if the Bank made concessions thatduld not otherwise consider. In order to defiemwhether or not a
renewal should be accounted for as a TDR, managaexewed the borrower’s current financial infoioa, including an
analysis of income and liquidity in relation to ¢éiskrvice requirements. The large majority of éhemdifications did not
result in a reduction in the contractual interese or a write-off of the principal balance (altgbuthe Bank does commonly
require the borrower to make a principal reducabrenewal).

Commercial real estate loans - The Bank pwehand originates several different types of coruigleaeal estate loans.
Permanent multifamily mortgage loans on propeuies to 36 dwelling units have a 50% risk-weight fisk-based capital
requirements if they have an initial loan-to-vatagio of not more than 80% and if their annual ageroccupancy rate
exceeds 80%. All other performing commercial essthte loans have 100% risk-weights.
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The Bank’s commercial real estate loans azarse primarily by multi-family and nonresidentfabperties. Such loans
are manually underwritten using NASB'’s internal enwriting standards, which evaluate the sourcesmdyment,
including the ability of income producing propettygenerate sufficient cash flow to service thetdible capacity of the
borrower or guarantors to cover any shortfallsperating income, and, as a last resort, the altditiquidate 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 388mmercial Lending. Prior approval is requireshfrthe Bank’s
Board of Directors for newly originated commerd@dns with a proposed balance of $2.5 million @ager. Typically,
loan-to-value ratios do not exceed 80%; howeveareptions may be made when it is determined thasdfety of the loan
is not compromised, and the rationale for exceetlirglimit is clearly documented. An appraisgog 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 ratesoonmercial loans may be either fixed or tied redetermined index and
adjusted daily.

The Bank typically obtains full personal gudeges from the primary individuals involved in tin@nsaction. Guarantor
financial statements and tax returns are reviewedaly to determine their continuing ability torfoem under such
guarantees. The Bank typically pursues repayment uarantors when the primary source of repaynsembt sufficient
to service the debt. However, the Bank may decado pursue a guarantor if, given the guarantiimancial condition, it
is likely that the estimated legal fees would extte probable amount of any recovery. AlthoughBlank does not
typically release guarantors from their obligatitile Bank may decide to delay the decision to pucsuil enforcement of
a deficiency judgment.

At least once during each calendar year, @weis prepared for each borrower relationshipxcess of $5 million and
for each individual loan over $1 million. Collaté¢inspections are obtained on an annual basisdan loan over $1
million, and on a triennial basis for each loaniEtn $500,000 and $1 million. Financial informatisuch as tax returns,
is requested annually for all commercial real eska&ns over $500,000, which is consistent witlugtd, practice, and the
Bank believes it has sufficient monitoring proceduin place to identify potential problem loanA.loan is deemed
impaired when, based on current information andhtsyét is probable that a creditor will be unatdesollect all amounts
due in accordance with the contractual terms ofdhe agreement. Any loans deemed impaired, réggsdf their
balance, are reviewed by management at the tirtteedfnpairment determination, and monitored on ariguly basis
thereafter, including calculation of specific velioa allowances, if applicable.

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

Allowance for Loan Losses

The Allowance for Loan and Lease Losses (“AlLiecognizes the inherent risks associated witllileg activities for
individually identified problem assets as well s &ntire homogenous and non-homogenous loan postfcALLLS are
established by charges to the provision for loasds and carried as contra assets. Managemeyzemtie adequacy of
the allowance on a quarterly basis and approppiateisions are made to maintain the ALLLs at adégievels. At any
given time, the ALLL should be sufficient to absatdeast all estimated credit losses on outstgnbilances over the next
twelve months. While management uses informatigreatly available to determine these allowandssy tan fluctuate
based on changes in economic conditions and chamd@fes information available to management. Alsgulatory
agencies review the Bank’s allowances for loan &sspart of their examination, and they may reqthieeBank to
recognize additional loss provisions based onrif@iination available at the time of their examioas.

The ALLL is determined based upon two compasiei he first is made up of specific reserveddans which have
been deemed impaired in accordance with Generaltgpted Accounting Principles (“GAAP”). The secauinponent is
made up of general reserves for loans that arenmpatired. A loan becomes impaired when manageindigves it will be
unable to collect all principal and interest dueaading to the contractual terms of the loan. Omtgan has been deemed
impaired, the impairment must be measured by coimpéhne recorded investment in the loan to thegaresalue of the
estimated future cash flows discounted at the keaffective rate, or to the fair value of the Idmsed on the loan’s
observable market price, or to the fair value efcbllateral if the loan is collateral dependetior to the quarter ended
March 31, 2012, the Bank recorded a specific allmmeaequal to the amount of measured impairment.
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In July 2010, the Office of Thrift Supervisi¢ifOTS”) merged with and into the Office of the Cptroller of the
Currency (“OCC"), and the OCC became North Amerig@mimary regulator. Beginning with the quarteded March 31,
2012, the Bank was required to file a Consolid®egort of Condition and Income (“Call Report”) ieatl of the
previously required Thrift Financial Report (“TFR”With the adoption of the Call Report, the Bardkswequired to
discontinue using specific valuation allowancedaams deemed impaired. The TFR had allowed anyured
impairments to be carried as specific valuatioavadinces, whereas the Call Report requires any meggupairments that
are deemed “confirmed losses” to be charged-offreatted from their respective loan balances. Fgraired loans that are
collateral dependent, a “confirmed loss” is gergithle amount by which the loan’s recorded investihexceeds the fair
value of its collateral. If a loan is considerattallectible, the entire balance is deemed a “covdd loss” and is fully
charged-off. During the quarter ended March 31,226he Bank charged-off against ALLL the aggredatafirmed
losses,” that were carried as specific valuatidmwadnces in prior periods, and netted them agaivest respective loan
balances for reporting purposes. This change bachpact on net loans receivable as presenteckisdhsolidated balance
sheet. In addition, this change did not materiafipact the analysis of ALLL, which is describedhiore detail in the
following paragraph, as specific valuation allowasevere previously considered in the determinaifdmistorical loss
ratios.

Loans that are not impaired are evaluateddbagen the Bank’s historical loss experience, dbagevarious subjective
factors, to estimate potential unidentified losséhin the various loan portfolios. These loans eategorized into pools
based upon certain characteristics such as lo&n tghlateral type and repayment source. In asiditb analyzing
historical losses, the Bank also evaluates thevatlg subjective factors for each loan pool toreate future losses:
changes in lending policies and procedures, changesonomic and business conditions, changesiméiure and volume
of the portfolio, changes in management and otderant staff, changes in the volume and sevefipast due loans,
changes in the quality of the Bank’s loan reviestssn, changes in the value of the underlying calédtfor collateral
dependent loans, changes in the level of lendimgeatrations, and changes in other external fastoch as competition
and legal and regulatory requirements. Histolicss ratios are adjusted accordingly, based upeeffect that the
subjective factors have in estimated future losSésese adjusted ratios are applied to the balasfdd® loan pools to
determine the adequacy of the ALLL each quartem gerposes of calculating historical loss rat&pecific valuation
allowances established prior to March 31, 2012carssidered charge-offs during the periods in whitgy were
established.

The Bank does not routinely obtain updatedaipgls for their collateral dependent loans thatret adversely
classified. However, when analyzing the adequédtg @llowance for loan losses, the Bank consigetential changes in
the value of the underlying collateral for suchngas one of the subjective factors used to estifofdre losses in the
various loan pools.

The following table presents the balance ematowance for loan losses for the three and sirths ended March 31,
2012 and 2011. Dollar amounts are expressed irstrals.

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development  Commercisthstallment Total
Allowance for loan losse
Balance at January 1, 2012 $ 5,382 18 21,404 BD,6 2,536 955 57,945
Provision for loan losses 3,445 (15) 2,273 1,306 (1,885) (124) 5.000
Losses charged ¢ (1,955 -- (9,796 (13,787 -- (679 (26,217
Recoveries 69 - -- - - - 69
Balance at March 31, 2012 $ 6,941 3 13,881 1 651 152 36,797
Balance at October 1, 2011 $ 6,663 12 13,201 £B8 7,682 845 70,266
Provision for loan loss 2,71 9) 11,91 (2,661 (4,462 5 7,50(
Losses charged ¢ (2,542 -- (12,233 (24,033 (2,569 (698 (41,075
Recoveries 106 - -- - - - 106
Balance at March 31, 20 6,941 3 13,88: 15,16¢ 651 152 36,79"
Balance at January 1, 2( 4,16¢ 24 5,43¢ 26,08¢ 2,26¢ 1,09¢ 39,07¢
Provision for loan loss 6,300 (15) 2,43( 26,11¢ 3,74z 22¢ 38,80(
Losses charged off (451) - - - (3,956) -- (73) (4,480)
Recoveries -- -- - 44 -- 9 53
Balance at March 31, 20 10,01 9 7,86¢ 48,28 6,007 1,262 73,44°
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Balance at October 1, 2010 $ 4,427 10 6,708 ,0IB 1,015 1,138 32,316
Provision for loan loss: 6,31( @) 2,53¢ 35,03t 4,992 457 49,32¢
Losses charged off (724) - - (1,372) (5,843) -- (342) (8,281)
Recoveries -- -- -- 77 -- 9 86
Balance at March 31011 $ 10,01 9 7,86¢ 48,287 6,007 1,26: 73,44

The following table presents the balance ematowance for loan losses and the recorded imastin loans based on
portfolio segment and impairment method at MarchZ®12. Dollar amounts are expressed in thousands.

Ending balance of allowance
For loan losses related
To loans at March 31, 20!
Individually evaluated for

Impairmen $ 28¢ 1 -- 797 -- - 1,081
Collectively evaluated for
Impairment $ 6,658 2 13,881 4,372 651 152 35,716
Acquired with deteriorated
credit quality $ - - -- - - - -
Loans:
Balance at March 31, 2012 $ 331,546 133,990 384,600 120,836 21,398 7,848 1,000,218
Ending balance:
Loans individually evaluate
For impairment $ 11,319 1 22,739 408 1,500 62 102,114
Loans collectively evaluat
For impairment $ 320,227 133,989 361,861 54,343 19,898 7,786 898,104
Loans acquird with
Deteriorated credit quality $ 2,690 -- -- -- -- -- 2,690

The following table presents the balance endlowance for loan losses and the recorded imeg#tin loans based on
portfolio segment and impairment method at Septer@0e2011. Dollar amounts are expressed in thuisa

Residential Commercial
Held For Real Construction &
Residentie Sale Estatt Developmen  Commercig Installmen Total
Allowance for loan losst:
Ending balance of allowanc
For loan losses related to
loans at September 30, 2011:
Individually evaluated fc
Impairment $ 1,498 12 4,871 A, 4,038 640 39,090
Collectively evaluated fc
Impairment $ 5,165 -- 8,330 8 3,644 205 31,176
Acquired with deteriorate
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 impairmen $ 11,12« 12 21,65 10835E 8,71« 70z 150,56
Loans collectively evaluated
for impairment $ 316,437 115,422 384,092 53,666 71,841 8,300 949,758
Loans acquired with
-- - - - 2,516

Deteriorated credit quality $ 2516 --
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Classified Assets, Delinquencies, and Non-accruabbns

Classified assetsln accordance with the Bank’s asset classificasiggstem, problem assets are classified with risk
ratings of either “substandard,” “doubtful,” or 48.” An asset is considered substandard if nasléquately protected by
the borrower’s ability to repay, or the value oflateral. Substandard assets include those clesized by a possibility that
the institution will sustain some loss if the dediwies are not corrected. Assets classified abtfld have the same
weaknesses of those classified as substandardheitfidded characteristic that the weaknesses prasde collection or
liquidation in full, on the basis of currently etiigy facts, conditions, and values, highly questide and improbable.
Assets classified as loss are considered uncdilecind of such little value that their exister&@at warranted. Prior to
quarter ended March, 31 2012, the Bank establiahgmkcific valuation allowance for such assetscoljunction with the
adoption of the Call Report during the quarter ehiliarch 31, 2012, such assets are charged-off stghie ALLL at the
time they are deemed to be a “confirmed loss.”

In addition to the risk rating categories ffooblem assets noted above, loans may be assigisdrating of “pass,”
“pass-watch,” or “special mention.” The pass catggncludes loans with borrowers and/or collat¢halt is of average
quality or better. Loans in this category are ade®d average risk and satisfactory repaymentgsceed. Assets
classified as pass-watch are those in which theob@r has the capacity to perform according ta¢hes and repayment is
expected. However, one or more elements of uringrtexist. Assets classified as special mentianeha potential
weakness that deserves management’s close attefitieft undetected, the potential weakness nesyit in deterioration
of repayment prospects.

Each quarter, management reviews the prolamslin its portfolio to determine whether changehe asset

classifications or allowances are needed. Thewatig table presents the credit risk profile of @@mpany’s loan portfolio
based on risk rating category as of March 31, 2@allar amounts are expressed in thousands.

Residential Commercial

Held For Real Construction &
Residentie Sale Estatt Developmer  Commercig  Installmen Total
Rating:

Pass $ 313,881 133,990 310,296 ,482 1,681 7,786 802,116
Pas< Watcl 2,46t - 29,63: 14,54¢ - - 46,64¢
Special Mention 2,103 -- -- - -- -- 2,103
Substandard 13,097 - 44,673 71,805 19,717 62 149,354
Doubtful - - - - - -
Loss - - - - - - -

Total $ 331,546 133,990 384,600 126,8 21,398 7,848 1,000,218

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

Residential Commercial

Held For Real Construction &
Residentic Sale Estatt Developmer  Commerciz  Installmen Total
Rating:
Pas $ 312,20t 115,42. 351,13: 28,66¢ 48,82 8,231 864,48
Pass< Watct 2,32¢ -- 12,86« 16,18" -- - 31,37¢
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 8, 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 March 31, 201Il& amounts 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 ReceivabeAccruing
Residential $ 3,235 1,199 7,520 11,954 319,592 331,546 -
Residential held for sale 2 2 2 6 133,984 133,990 --
Commercial re: estat 3,01: 403 3,811 7,221 377,37 384,60( --
Construction & development 82 3,744 7,179 11,005 109,831 120,836 --
Commercial -- -- -- - 21,398 21,398 --
Installmen 15€ -- 62 21¢ 7,63( 7,84¢ --
Total $ 6,488 5,348 18,574 30,410 969,808 1,000,218 --

The following table presents the Company’s loarifpbo 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 este 4,013 -- 5,671 9,68¢ 396,06 405,74! --
Construction & development -- 259 17,056 17,315 144,706 162,021 --
Commercial - - 8,067 8,067 72,488 80,555 -
Installmen 13 19 69 101 8,901 9,002 --
Total $ 7,704 2,15¢ 41,27 51,12¢ 1,051,700 1,102,83. --

When a loan becomes 90 days past due, or fuliggayment of interest and principal is not exjgel; the Bank stops
accruing interest and establishes a reserve fantaeest accrued-to-date. The following tablespres the Company’s
nonaccrual loans. This table does not includelmaged impaired loans or troubled debt restructarthgt are performing.
Dollar amounts are expressed in thousands.

3/31/12 9/30/11
Residential $ 9,075 10,407
Residential held for s 1 1
Commercial real estate 17,695 675,
Construction & development 46,294 17,056
Commercie -- 8,067
Installmen 62 69
Total $ 73,127 41,271

During the quarter ended March 31, 2012, tbmm@any’s nonaccrual loans increased $41.4 millidhis increase
resulted from management’s decision to move cemapaired collateral dependent loans secured by tlavelopment
properties to nonaccrual, even though the majofiguch loans were current and paying in accordarittetheir
contractual terms at March 31, 2012. Due to theinoed deterioration in the real estate marketshér declines in the
value of collateral securing these loans are plessilm accordance with GAAP, such loans have lmbemged-down to the
fair value of their underlying collateral, and tbfarre, the recorded investment in the loan is defioiéy collectable at
March 31, 2012. Interest income is recognized oash-basis as payments are received.

As of March 31, 2012, $49.3 million (67.4%)tbé loans classified as nonaccrual were curreshpaying as agreed.
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A loan becomes impaired when management kedigwvill be unable to collect all principal andérest due according
to the contractual terms of the loan. A restruotyof debt is considered a TDR if, because oflaatés financial
difficulty, a creditor grants concessions that @uld not otherwise consider. Loans modified irubled debt restructurings
are also considered impaired. Concessions grami@d DR could include a reduction in interest ratethe loan, payment
extensions, forgiveness of principal, forbearancetioer actions intended to maximize collectiomc®a loan has been
deemed impaired, the impairment must be measuredfparing the recorded investment in the loaméopresent value
of the estimated future cash flows discounted @ldhn’s effective rate, or to the fair value of tban based on the loan’s
observable market price, or to the fair value ef¢bllateral if the loan is collateral dependent.

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

The Company also modified ten construction and thexklopment loans with a recorded investment @f$nillion prior
to modification which had previously been deemedR§nd continued to be TDRs following the currentification.
These modifications were the result of extensitycally for a six-month period, and did not résala reduction in the
contractual interest rate or a write-off of thenpipal balance. Such loans are considered cdladependent and were
being carried at the fair value of the underlyimjateral prior to modification. In addition, tf@mpany modified one
commercial loan with a recorded investment of $8illon prior to modification, which was deemedlie 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 rateftamdhodification did not result in any measuregamment or specific
allowances.

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

TDRs secured by residential properties wite@rded investment of $3.0 million, TDRs securgaddmmercial
properties with a recorded investment of $3.7 onilliand TDRs secured by land development propexithsa recorded
investment of $5.0 million defaulted during the signth period ended March 31, 2012. Managemergiders the level of
defaults within the various portfolios when evaingtqualitative adjustments used to determine ttezjaacy of the
Allowance for Loan and Lease Losses.

During the six month period ended March 311,2@he Company modified two residential loanshwitrecorded
investment of $416,000 prior to modification, whiekre deemed TDRs. The modifications, which loweéle interest
rate and extended the maturity date, resultedériip loss allowances of $21,000 based upon teegmt value of expected
future cash flows, discounted at the contractuarést rate of the original loan agreement. Algordy the period ended
March 31, 2011, the Company also modified eighte-fand development loans, with a recorded investg$97.1
million prior to modification, which were deemed RB. These modifications were the result of extarsitypically for a
six-month period, and did not result in a reduciiothe contractual interest rate or a write-oftlué principal balance.
Such loans are considered collateral dependenthanahodifications resulted in specific loss allowes of $24.2 million,
based upon the fair value of the collateral. Spelkiss allowances are included in the calculatbestimated future loss
ratios, which are applied to the various loan whid§ for purposes of estimating future losses.R§Becured by residential
properties with a recorded investment of $395,000 BDRs secured by land development properties avitrcorded
investment of $8.9 million defaulted during theipdrended March 31, 2011.
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The following table presents the recorded hadeaof troubled debt restructurings as of March2®1,2. Dollar amounts
are expressed in thousands.

Troubled debt restructurings:

Residential
Residential held for sale
Commercial real estate

Construction & development

Commercial
Installment
Total

Performing troubled debt restructurings:

Residential
Residential held for sale
Commercial real estate

Construction & development

Commercial
Installment
Total

March 31, September 30,
2012 2011
$ 4,131 3,868
7,175 256,
61,484 1,687
1,500 -
$ 74,290 81,805
$ 662 848
1,099 256,
24,375 5,505
1,500 -
$ 27,636 72,603

The following table presents impaired loans|uding troubled debt restructurings, as of Ma3th2012. Dollar
amounts are expressed in thousands.

Loans without a specific valuation allowance:

Residentic

Residential held for se
Commercial real estate
Construction & development

Commercie
Installment

Loans with a specific valuation allowance:

Residettial

Residential held for sale
Commercial real este
Construction & development

Commercial

Installment

Total:
Residential

Residential held for s
Commercial real este
Construction & development

Commercis
Installmen

Unpaid Average Interest
Recorded Principal Specific Investment in Income
Balanct Balanct Allowance Impaired Loan Recognizel
$ 5,817 6,20¢ - 5,83: 102
22,739 24,6 - 24,871 317
63,013 74,847 -- 64,899 , 700
1,50( 1,50( - 2,49( 83
62 951 - 79 8
$ 5,50z 6,94¢ 28¢ 5,587 37
1 1 1 - -
3,480 3,555 797 3,304 69
$ 11,319 13,154 283 11,420 139
1 1 1 - -
22,73¢ 31,67« - 24.87: 173
66,493 78,402 797 68,203 1,769
1,50( 1,50(C - 2,49( 83
62 951 - 79 8
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The following table presents impaired loans|uding troubled debt restructurings, as of Sep&m30, 2011. Dollar
amounts are expressed in thousands.

Unpaid YTD Average Interest
Recorded Principal Specific Investment in Income
Balanct Balance Allowance Impaired Loan Recognize
Loans without a specific valuation allowance:
Residentie $ 5,03t 5,08¢ - 5,00¢ 181
Residential held for s -- - - -- -
Commercial real estate 5,703 738, -- 5,816 445
Construction & development 31,072 1,094 -- 29,786 ,520
Commercia - - - - -
Installment - -- -- - -
Loans with a specific valuation allowan
Residential $ 4,591 6,188 1,498 5,299 198
Residential held for sale -- 12 12 11 --
Commercial real este 11,07¢ 15,98¢ 4,871 13,52¢ 665
Construction & developme 49,25: 77,32 28,03: 58,272 3,41¢
Commercial 4,675 8,790 4,038 6,063 91
Installmen 62 704 64C 21€ 40
Total:
Residential $ 9,626 11,276 1,498 10,305 379
Residential held for se -- 12 12 11 -
Commercial real estate 16,782 20,71 4,871 19,341 1,108
Construction & development 80,324 398 28,031 88,058 4,933
Commercial 4,675 8,790 4,038 6,063 91
Installmen 62 704 64C 21€ 40

(8) FORECLOSED ASSETS HELD FOR SALE

Real estate owned and other repossessed fyrapesisted of the following at March 31, 2012ollar amounts are
expressed in thousands.

3/31/12 9/30/11

Real estate acquired through (or deed in lieuafdlosure $ 21,155 27,232
Less: allowance for losses - (10)295

Total $ 21,155 16,937

Foreclosed assets held for sale are initraltprded at fair value as of the date of foreclesess any estimated selling
costs (the “New Basis”) and are subsequently chateahe lower of the New Basis or fair value Iesing costs on the
current measurement date. When foreclosed ageetequired, any excess of the loan balance oeeNéw Basis of the
foreclosed asset is charged to the allowance for losses. Subsequent adjustments for estimatedd@re charged to
operations when the fair value declines to an amiass than the carrying value. Costs and exparts®ed to major
additions and improvements are capitalized, whidéntenance and repairs that do not improve or elxtiea lives of the
respective assets are expensed. Applicable gathkases on the sale of real estate owned aliegdalhen 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 the Call Report requéets. One such requirement resulted in a chantjeitreatment of
specific loss reserves for foreclosed assets loelgdie. Previous Thrift Financial Report guidaattewed banks to reduce
an asset’s carrying value through a specific alliseawhen the fair value declined to an amounttleess its carrying value.
Call Report guidance requires that the carryingiwalf foreclosed assets held for sale be writtemndo fair value through
a charge to earnings. During the quarter endeativiat, 2012, the Bank charged-off the previoustsldshed 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.
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(9) SUBORDINATED DEBENTURES

On December 13, 2006, NASB Financial, Inaotigh its wholly owned statutory trust, NASB Preéer Trust | (the
“Trust”), issued $25 million of pooled Trust Prefedl Securities. The Trust used the proceeds fhenoffering to purchase
a like amount of NASB Financial Inc.’s subordinatigbentures. The debentures, which have a vaniatdef 1.65% over
the 3-month LIBOR and a 30-year term, are the as$ets of the Trust. In exchange for the capitalributions made to
the Trust by NASB Financial, Inc. upon formatiorASB Financial, Inc. owns all the common securitbéghe Trust.

In accordance with Financial Accounting StaddaéBoard 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 Secsrdie included in Tier |
capital for regulatory capital purposes.

The Trust Preferred Securities have a variethérest rate of 1.65% over the 3-month LIBOR, arelmandatorily
redeemable upon the 30-year term of the debentoregon earlier redemption as provided in the ihdes. The
debentures are callable, in whole or in part, diteryears of the issuance date. The Companyaidncur a placement or
annual trustee fee related to the issuance. Thwities are subordinate to all other debt of tlkenBany and interest may
be deferred up to five years.

(10) INCOME TAXES

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

(11) SEGMENT INFORMATION

The Company has identified two principal opiegsegments for purposes of financial reportiBgnking and
Mortgage Banking. These segments were determiageldoon the Company'’s internal financial accourdimg reporting
processes and are consistent with the informakianis used to make operating decisions and teasse Company’s
performance by the Company’s key decision makers.

The Mortgage Banking segment originates mgedaans for sale to investors and for the poxfofithe Banking
segment. The Banking segment provides a full rarfidgganking services through the Bank’s branch onétywexclusive of
mortgage loan originations. A portion of the in@presented in the Mortgage Banking segment isefrom sales of
loans to the Banking segment based on a transt@ngmethodology that is designed to approximanemic reality.
The Other and Eliminations segment includes finaroformation from the parent company plus integiment
eliminations.

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

Mortgage Other and

Three months ended March 31, 2012 Banking Banking limikations Consolidated
Net interest income $ 12,234 - - (137) 12,097
Provision for loan losses 5,000 - - 5,000
Other income (loss) (1,560) 10,397 (548) 8,289
General and administrative expenses 6,542 8,411 (182) 14,771
Income tax expense (benefit) (334) 765 (191) 240

Net income (loss) $ (534) 221, (312) 375
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Mortgage Other and
Three months ended March 31, 2011 Banking Banking limikations Consolidated
Net interest income $ 12,806 - - (111) 12,695
Provision for loan losses 38,800 - -- 38,800
Other income (8,644) 7,231 (340) (1,753)
General and administrative expenses 5,830 6,310 (149) 11,991
Income tax expense (benefit) (15,580) 355 (117) (15,342)
Net income $ (24,888) 566 (185) (24,507)
Mortgage Other and
Six months ended March 31, 2012 Banking Banking mEelations Consolidated
Net interest income $ 26,482 - - (266) 26,216
Provision for loan losses 7,500 - - 7,500
Other income (2,332) 22,082 (912) 18,838
General and administrative expenses 12,574 16,675 (341) 28,908
Income tax expense (benefit) 1,569 2,082 (319) 3,332
Net income (loss) $ 2,507 325, (518) 5,314
Mortgage Other and
Six months ended March 31, 2011 Banking Banking mkelations Consolidated
Net interest income $ 25,963 - - (228) 25,735
Provision for loan losses 49,326 - -- 49,326
Other income (9,948) 17,891 (610) 7,333
General and administrative expenses 11,347 17,442 (263) 28,526
Income tax expense (benefit) (17,193) 173 (222) (17,242)
Net income (loss) $ (27,465) 276 (353) (27,542)

(12) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding tenelxtredit that have not closed prior to the entthefperiod. As the
Company enters into commitments to originate lodreso enters into commitments to sell the loanthe secondary
market. Such commitments to originate loans hetdéle are considered derivative instruments co@ance with GAAP,
which requires the Company to recognize all deirrgainstruments in the balance sheet and to mealsose instruments at
fair value. As a result of marking to market cortm@nts to originate loans, the Company recordegcaedse in other
assets of $1,000, an increase in other liabiltfe®560,000, and a decrease in other income of $86Xor the quarter
ended March 31, 2012. The Company recorded aawseiia other assets of $662,000, an increase én lililities of
$27,000, and a decrease in other income of $689¢¥0Be six month period ended March 31, 2012.

Additionally, the Company has commitments tiblsans that have closed prior to the end of theqal. Due to the mark
to market adjustment on commitments to sell loaid for sale, the Company recorded an increas¢higr assets of $1.4
million, a decrease in other liabilities of $26,0@8d an increase in other income of $1.4 milliarireh the quarter ended
March 31, 2012. The Company recorded an increaether assets of $733,000, a decrease in ottoditles of $187,000,
and an increase in other income of $920,000 dutiagix month period ended March 31, 2012.

The balance of derivative instruments reldatedommitments to originate and sell loans at M&th2011, 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 tagfer a liability, in an orderly
transaction between market participants at the umeasent date. GAAP identifies three primary measant techniques:
the market approach, the income approach, andofteapproach. The market approach uses pricesthadrelevant
information generated by market transactions inmglvdentical or comparable assets or liabilitidhe income approach
uses valuations or techniques to convert futureustso such as cash flows or earnings, to a singisept amount. The
cost approach is based on the amount that curneotijd be required to replace the service capghifian asset.
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GAAP establishes a fair value hierarchy andrjtizes the inputs to valuation techniques usetheasure fair value into
three broad levels. The fair value hierarchy giveshighest priority to observable inputs suckjasted prices in active
markets for identical assets or liabilities (Letgland the lowest priority to unobservable inplisvel 3). The
maximization of observable inputs and the mininm@abf the use of unobservable inputs are requik@dssification
within the fair value hierarchy is based upon thgeativity of the inputs that are significant teethaluation of an asset or
liability as of the measurement date. The threeltewithin the fair value hierarchy are charaetedi as follows:

* Level 1 — Quoted prices in active markets for id=itassets or liabilities that the Company hasathiéty to
access at the measurement date.

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

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

The Company measures certain financial assetdiabilities at fair value in accordance with 82 These
measurements involve various valuation technigudsagsume that the transactions would occur betweeket
participants in the most advantageous market fCbmpany.

The following is a summary of valuation teajues utilized by the Company for its significamigincial assets and
liabilities measured at fair value on a recurrirgib and recognized in the accompanying balanatstes well as the
general classification of such assets and liabdipursuant 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 marketspiican active market. This measurement is ciassis Level 1 within
the hierarchy.

Mortgage-backed available for sale securdiesvalued by using broker dealer quotes for simaiggets in markets that
are not active. Such quotes are based on actulactions for similar assets. Although the Coryplnes not validate
these quotes, they are reviewed by managemergdsonableness in relation to current market camditi Additionally,
they are obtained from experienced brokers who havestablished relationship with the Bank and degllarly with
these types of securities. The Company does nke may adjustment to the quotes received from brdkalers. These
measurements are classified as Level 2.

Loans held for sale

Loans held for sale are valued using quotexketgrices for loans with similar characteristiGhis measurement is
classified as Level 2 within the hierarchy.

Mortgage Servicing Rights

Mortgage servicing rights do not trade in ative market with readily observable market pricéberefore, fair value is
assessed using a valuation model that calculagedisicounted cash flow using assumptions suchtisagss of
prepayment speeds, market discount rates, senfieimcome, and cost of servicing. These measemtsrare classified
as Level 3. Mortgage servicing rights are initiattcorded at amortized cost and are amortized theeperiod of net
servicing income. They are evaluated for impairtmeanthly, and valuation adjustments are recordedezessary to
reduce the carrying value to fair value.

23



Commitments to Originate Loans and Forward Sales Commitments

Commitments to originate loans and forwarésalommitments are valued using a valuation moti@haconsiders
differences between current market interest ratdscammitted rates. The model also includes assangy which
estimate fall-out percentages, for commitmentsigirate loans, and average lives. Fall-out peames, which range
from ten to forty percent, are estimated based tiperifference between current market rates anthutied rates.
Average lives are based upon estimates for sinyifss of loans. These measurements use significeriiservable inputs
and are classified as Level 3 within the hierarchy.

The following table presents the fair valueasw@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
March 31, 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 $ 33,865 33,865 -- --
U.S. Government sponsored agency securities 51,515 51,515 -- --
Municipal securities 11 11 -- --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 81 -- 81 --
Pass through certificates
guaranteed by FNMA — adjustable rate 150 -- 150 --
FHLMC participation certificates:
Fixed rate 243 - 243 --
Adjustable rate 132 -- 132 --
Loans held for sale 133,990 - 133,990 -
Commitments to originate loans 591 - - 591
Forward sales commitments 2,356 - - 2,356
Total assets $ 222,934 85,391 3981, 2,947
Liabilities:
Commitments to originate loans $ 920 - - 2@
Forward sales commitments 108 - - 108
Total liabilities $ 1,028 -- -- 1,028
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The following table presents the fair valueasw@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 patrticipation 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 %, 2,877
Liabilities:
Commitments to originate loans $ 894 - - 948
Forward sales commitments 295 - - 295
Total liabilities $ 1,189 -- - 1,189

The following tables present a reconciliatadrthe beginning and ending balances of recurraiigialue measurements
recognized in the accompanying balance sheet sgnificant unobservable (Level 3) inputs for tireraonth periods
ended March 31, 2012 and 2011 (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 -- (689) 920
Balance at March 31, 2012 $ -- (329) 2,248
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 (64) ,8(14) 847
Balance at March 31, 2011 $ 199 257) 607
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Realized and unrealized gains and losses notite table above and included in net incometersix month period
ended March 31, 2012, are reported in the congelidstatements of income as follows (in thousands):

Other
Income
Total gains $ 231
Changes in unrealized losses relating to assets
still held at the balance sheet date -

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

Impaired loans

Loans for which it is probable that the Comypaiill not collect principal and interest due aatiog to contractual terms
are measured for impairment. If the impaired lsaidentified as collateral dependent, then thevalue method of
measuring the amount of impairment is utilized.isThethod requires obtaining a current independpptaisal of the
collateral and other internal assessments of vafymaraisals are obtained when an impaired loale@med to be collateral
dependent and at least annually thereafter. Bhilevis generally the appraised value less estthsating costs and may
be discounted further if management believes ahgrdactors or events have affected the fair valogpaired loans are
classified within Level 3 of the fair value hierhyc

The carrying value of impaired loans that wereneasured during the six month period ended Maig 2012, was
$78.7 million. The carrying value of impaired Isahat were re-measured during the six month penatbd March 31,
2011, was $100.7 million.

Foreclosed Assets Held For Sale

Foreclosed assets held for sale are initraltprded at fair value as of the date of foreclesess any estimated selling
costs (the “new basis”) and are subsequently chai¢he lower of the new basis or fair value sing costs on the
current measurement date. Fair value is estintatedgh current appraisals, broker price opiniandisting prices.
Appraisals are obtained when the real estate isigmtjand at least annually thereafter. Foreclesseéts held for sale are
classified within Level 3 of the fair value hierbyc

The carrying value of foreclosed assets held#le was $21.1 million at March 31, 2012. Chkaoffs and increases in
specific reserves related to foreclosed assetsfbekhle that were re-measured during the six mpetiod ended March
31, 2012, totaled $2.8 million. Charge-offs ancr@ases in specific reserves related to foreclasedts held for sale that
were re-measured during the six month period emieth 31, 2011, totaled $10.7 million.

Investment in LLCs

Investments in LLCs are accounted for usirgefuity method of accounting. These investmertsaalyzed for
impairment in accordance with ASC 323-10-35-32,chitstates that an other than temporary declinalwevof an equity
method investment should be recognized. The Copnptlizes a multi-faceted approach to measureptitential
impairment. The internal model utilizes the foliag valuation methods: 1) liquidation or appraisatles determined by
an independent third party appraisal; 2) an ongobimsiness, or discounted cash flows method whéneicash flows are
derived from the sale of fully-developed lots, tevelopment and sale of partially-developed ldts,dperation of the
homeowner’s association, and the value of raw ttdined from an independent third party appraised; 3) an on-going
business method, which utilizes the same inputaethod 2, but presumes that cash flows will fiesglenerated 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 subgeoature of the
assumptions and the differences in valuation teghes that are utilized within each approach (ergler of distribution of
assets upon potential liquidation). Investmeritli€s is classified within Level 3 of the fair valléerarchy.
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During the quarter ended March 31, 2012 piistes of fully-developed lots at the LLC’s regitial development were
reduced. The Company incorporated these loweegiito its internal valuation model, which resdiliie an additional
$200,000 impairment charge.

The carrying value of the Company’s investmentlif€k was $17.5 million at March 31, 2012, and $1illion at
September 30, 2011.

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

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

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

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

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

Customer and brokered deposit accounts

The estimated fair values of demand deposits anthgs accounts are equal to the amount payabifeorand 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 FHLBdatermined by discounting the future cash flofvexisting
advances using rates currently available for nevaaces with similar terms and remaining maturities.

Subordinated debentures
Fair values are based on quotes from broker-detiet reflect estimated offer prices.

Commitments to originate, purchase and sell loans
The estimated fair value of commitments to origgn@urchase, or sell loans is based on the difeerbetween
current levels of interest rates and the commitiees.
The following table presents estimated faluga of the Company’s financial instrument andléwel within the fair
value hierarchy in which the fair value measureméait at March 31, 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 $ 7,575 7,575 - --
Stock in Federal Home Loan Bank 7,633 - 7,633 -
Mortgage-backed securities held to maturity 2,738 -- 32,287 --
Loans receivable held for investment 829,43 - - 829,376
Financial Liabilities:
Customer deposit accounts 845,610 - - 848,308
Brokered deposit accounts 24,975 - - 25,010
Advances from FHLB 125,000 -- -- 127,271
Subordinated debentures 25,774 -- -- 2,887
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The following table presents estimated faluga of the Company’s financial instrument andléwel 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 --
Mortgage-backed securities held to maturity 9,136 - 39,031 -
Loans receivable held for investment 917,13 - - 922,191
Financial Liabilities:
Customer deposit accounts 784,681 - - 788,751
Brokered deposit accounts 24,994 -- -- 25,002
Advances from FHLB 247,000 - - 249,456
Subordinated debentures 25,774 - - 0,000

The following tables present the carrying ealand fair values of the Company’s unrecognizeahitial instruments.
Dollar amounts are expressed in thousands.

March 31, 2012 September 30, 2011
Contract or Estimated Contract or Estimated
notional unrealized notional unrealized
amount loss amount gain

Unrecognized financial instruments:
Lending commitments — fixed rate, net $ 4,625 1) $ 7,879 14
Lending commitments — floating rate - -- - -
Commitments to sell loans - - - -

The fair value estimates presented are bas¢e@inent information available to managemerdfadarch 31, 2012, and
September 30, 2011. Although management is notea@faany factors that would significantly affebetestimated fair
values, such amounts have not been comprehensexiued for purposes of these consolidated firmustatements since
that date. Therefore, current estimates of fdinezanay differ significantly from the amounts pretsl above.

(14) INVESTMENT IN LLCs
The Company is a partner in two limited liggitompanies, Central Platte Holdings LLC (“Cehféatte”) and NBH,

LLC (“NBH"), which were formed for the purpose ofifghasing and developing vacant land in Platte GoWissouri.
These investments are accounted for using theyeopgithod of accounting.
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The Company’s investment in Central Plattestsia of a 50% ownership interest in an entity teatelops land for
residential real estate sales. Sales of lots havenet previous expectations and, as a resulCtmepany 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 utilizesutiFfaceted approach to measure the potential immnt. The
internal model utilizes the following valuation rhetls: 1) liquidation or appraised values determimgen independent
third party appraisal; 2) an on-going businessliscounted cash flows method wherein the cash femeslerived from the
sale of fully-developed lots, the development aalé sf partially-developed lots, the operationl® homeowner’s
association, and the value of raw land obtainechfam independent third party appraiser; and 3)rerain-going business
method, which utilizes the same inputs as methdmi2presumes that cash flows will first be geretdtom the sale of
raw ground and then from the sale of fully-devetbpead partially-developed lots and the operatiothefhomeowner’s
association. The internal model also includesragaing business method wherein the cash flowslar@ed from the sale
of fully-developed lots, the development and sdlpastially-developed lots, the operation of thertemwner’s association,
and the development and sale of lots from the ptgpleat is currently raw land. However, managetuaes not feel the
results from this method provide a reliable indmatof value because the time to “build-out” thevelepment exceeds 18
years. Because of this unreliability the resulberf this method are given a zero weighting in thalfimpairment analysis.
The significant inputs include raw land values,capton rates of lot sales, and a market discoatet rManagement
believes this multi-faceted approach is reasongivkn the highly subjective nature of the assunmstiand the differences
in valuation techniques that are utilized withicle@pproach (e.g., order of distribution of assetzn potential liquidation).
It is management’s opinion that no one valuatiotho@ within the model is preferable to the othett Hrat no one method
is more likely to occur than the other. Therefahe, final estimate of value is determined by asigigan equal weight to
the values derived from each of the first threehoés$ described above.

As a result of this analysis, the Company iheiteed that its investment in Central Platte wasemally impaired and
recorded an impairment charge of $2.0 million ($hilion, net of tax) during the year ended Septen0, 2010. During
the quarter ended March 31, 2012, list prices bj-fieveloped lots in Central Platte’s residentlal’elopment were
reduced. The Company incorporated these loweegiitto its internal valuation model, which resdilie an additional
impairment charge of $200,000.

The following table displays the results dedv¥rom the Company'’s internal valuation model Hrelcarrying value of
its investment in Central Platte at March 31, 20D@llar amounts are expressed in thousands.

Method 1 $ 15,287
Method 2 15,535
Method 3 17,525
Average of methods 1, 2, and 3 $ 16,116
Carrying value of investment in Central Platt@dings, LLC $ 16,116

The Company’s investment in NBH consists 6086 ownership interest in an entity that holds kawd, which is
currently zoned as agricultural. The general marmmtend to rezone this property for commeranal/ar residential
development. The raw land was purchased in 2002 Company accounts for its investment in NBH uride equity
method. Due to the overall economic conditions@urding real estate, the Company evaluated iwssitmvent for
impairment in accordance with ASC 323-10-35-32,clihprovides guidance related to a loss in valuenoéquity method
investment. Potential impairment was measureddiasdiquidation or appraised values determinedyjndependent
third party appraisal. As a result of this analyshhe Company determined that its investment itdHNE&s materially
impaired and recorded an impairment charge of filllon ($693,000, net of tax) during the year ed@eptember 30,
2010. No events have occurred during the six noettded March 31, 2012, that would indicate anytimahél impairment
of the Company’s investment in NBH. The carryiradue of the Company’s investment in NBH was $1.Hioni at March
31, 2012.
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(15) SUPERVISORY AGREEMENT

On April 30, 2010, the Board of Directors of NoAmerican Savings Bank, F.S.B. (the “Bank”), a WWhowned
subsidiary of the Company, entered into a Superyi8greement with the Office of Thrift Supervisi¢tOTS”), the
Bank’s primary regulator at that time, effectivecdishat date. The agreement requires, among tiiregs, that the Bank
revise its policies regarding internal asset reyieltain an independent assessment of its allowi@ndean and lease
losses methodology and conduct an independentphiry review of a portion of its commercial andvstuction loan
portfolios. The agreement also directs the Banirtwide a plan to reduce its classified assetdtaneliance on brokered
deposits, and restricts the payment of dividendstloer capital distributions by the Bank during gegiod of the
agreement. The agreement did not direct the Bankise capital, make management or board chargése any loan
policies or restrict lending growth.

On April 30, 2010, the Company’s Board of Dirgstentered into an agreement with the OTS, the Gowyip primary
regulator at that time, effective as of that dalbe agreement restricts the payment of dividemagher capital
distributions by the Company and restricts the Camyfs ability to incur, issue or renew any debtidgthe period of the
agreement.

The Bank’s Supervisory Agreement and the Campigaagreement with the OTS were assigned to tieir primary

regulators, the Office of the Comptroller of ther@mcy (“OCC”) and Board of Governors of the Fetl®aserve System
(“Federal Reserve Board” or “FRB”), respectivelyn, &uly 21, 2011.
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Item 2. Management’s Discussion and Analysis afRcial Condition and Results of Operations.

FORWARD-LOOKING STATEMENTS

We may from time to time make written or dfalrward-looking statements,” including statemeotétained in our
filings with the Securities and Exchange Commisgi&EC”). These forward-looking statements mayrdided in this
quarterly report to shareholders and in other conigaions by the Company, which are made in godH fay us pursuant
to the “safe harbor” provisions of the Private Séims Litigation Reform Act of 1995.

These forward-looking statements include stat&s about our beliefs, plans, objectives, geadgectations,
anticipations, estimates and intentions, that abgest to significant risks and uncertainties, anel subject to change based
on various factors, some of which are beyond outroh The words “may,” “could,” “should,” “would,"believe,”
“anticipate,” “estimate,” “expect,” “intend,” “plahand similar expressions are intended to iderftfyvard-looking
statements. The following factors, among others|ccoause our financial performance to differ miatbr from the plans,
objectives, goals, expectations, anticipationsireges and intentions expressed in the forwarditapktatements:

” o ” u

» the strength of the U.S. economy in general andttemgth of the local economies in which we condperations;

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

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

» the timely development and acceptance of our n@aymts and services and the perceived overall \@ltheese
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 godpcts, services and branching locations, wheuired

« the impact of changes in financial services' lamg i@gulations, including laws concerning taxeskireg, securities
and insurance;

» technological changes;

* acquisitions and dispositions;

» changes in consumer spending and saving habits;

* our success at managing the risks involved in ogimess; and

» changes in the fair value or economic value of,dmpents of, and risks associated with the Bank/estments in real
estate owned, mortgage backed securities and asisets.

This list of important factors is not all-imslive. We do not undertake to update any forwaottihg statement,
whether written or oral, that may be made from ttmé&me by or on behalf of the Company or the Bakkr further
discussion of these factors, see “ltem 1A. Riskdtat in our Annual Report on Form 10-K for the yeaded September
30, 2011, filed with the Securities and Exchangen@ission, and in our Quarterly Reports, if applieab

GENERAL

The principal business of the Company is twvjate banking services through the Bank. Spedificthe Bank obtains
savings and checking deposits from the public, the®s those funds to originate and purchase rededsans and other
loans. The Bank also purchases mortgage-backeditses(‘MBS”) and other investment securities fréime to time as
conditions warrant. In addition to customer defgshe Bank obtains funds from the sale of loaid-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 agts. The Bank’s primary sources of income arerégt on loans,
MBS, and investment securities plus customer serfé@es and income from mortgage banking activitiegpenses consist
primarily of interest payments on customer depasiis other borrowings and general and adminisgatosts.
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FINANCIAL CONDITION

Assets

The Company’s total assets as of March 3122@dre $1,192.2 million, a decrease of $61.4 mmlfi@mm September 30,
2011, the prior fiscal year end.

Loans receivable held for investment were $8@dillion as of March 31, 2012, a decrease of & Aillion during the

six month period. The weighted average rate oh faens as of March 31, 2012, was 5.88%, a decfease6.22% as of
March 31, 2011.

Loans receivable held for sale as of March2B1,2, were $134.0 million, an increase of $18.6ionifrom September
30, 2011. This portfolio consists of residentiartgage loans originated by the Bank’s mortgageimandivision that will

be sold with servicing released. The Company lexteaxl to carry loans held for sale at fair vamgepermitted under
GAAP.

As the Bank originates mortgage loans eachtimomanagement evaluates the existing market dondito determine
which loans will be held in the Bank’s portfoliocdawhich loans will be sold in the secondary markedans sold in the
secondary market can be sold with servicing retkaseonverted into MBS and sold with the loan geng retained by the
Bank. At the time of each loan commitment, a deniss made to either hold the loan for investméntd it for sale with
servicing retained, or hold it for sale with semigreleased. Management monitors market conditiordecide whether
loans should be held in portfolio or sold and iidsevhich method of sale is appropriate. During $ix months ended
March 31, 2012, the Bank originated and purchag8&®$ million in mortgage loans held for sale, $3&illion in
mortgage loans held for investment, and $1.2 millimother loans. This total of $889.0 millionloans compares to
$1,064.6 million in loans originated and purchadedng the six months ended March 31, 2011.

The Bank classifies problem assets as “sudatdri’ “doubtful” or “loss.” Substandard assetsénane or more defined
weaknesses, and it is possible that the Bank wélasn some loss unless the deficiencies are dede®oubtful assets
have the same defects as substandard assetshusvataknesses that make collection or full ligtiaaimprobable.
Assets classified as loss are considered uncdilecind of such little value that their existerc@at warranted.

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

3/31/12 9/30/11 3/31/11
Asset Classification:

Substandard $ 167,826 149,336 141,898

Doubtful -- -- - -
Loss* -- 49,384 60,861
167,826 198,720 202,759

Allowance for losses on loans and

real estate owned (36,797) (80,561) (84,853)
$ 131,029 118,159 117,906

*Assets classified as loss represent the amoumisaisured impairment related to loans and foreclassets held for sale
that have been deemed impaired. Prior to quanedMarch, 31 2012, the Bank established a speafuation
allowance for such assets. In conjunction withateption of the Call Report during the quartereshiarch 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 realeestguired through
foreclosure, net of specific loss allowances. &uo#imounts are expressed in thousands.

3/31/12 9/30/11 3/31/11
Total Assets $ 1,192,208 1,253,584 1,266,295
Non-accrual loans 73,127 41,271 11,159
Troubled debt restructurings 27,636 ,86% 76,820
Net real estate and other assets
acquired through foreclosure 21,155 16,937 22,376
Total 121,918 140,013 110,355
Percent of total assets $ 10.23% 11.17% 8.71%

The significant decline in TDRs from Septem®@y 2011, noted in the table above, is primaliby tesult of
management’s decision to move certain impairecatahl dependent loans secured by land developpnepérties to
nonaccrual, even though the majority of such lo@@se current and paying in accordance with thentreatual terms at
March 31, 2012. Due to the continued deterioraitiotine real estate markets, further declines énwtdue of collateral
securing these loans 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 loarighiort The Allowance
for Loan and Lease Losses recognizes the inheiskst associated with lending activities for indivadly identified
problem assets as well as the entire homogenousa@amtiomogenous loan portfolios. Management betigkiat the
specific loss allowances and ALLL are adequate.il®fhanagement uses available information to deterithese
allowances, future provisions may be necessaryusecaf changes in economic conditions or chang#eeimformation
available to management. Also, regulatory ageneeigw the Bank’s allowance for losses as patheir examinations,
and they may require the Bank to recognize addititoss provisions based on the information avéla the time of their
examinations.

Investment securities were $85.4 million adafch 31, 2012, an increase of $13.3 million frBeptember 30, 2011.
During the six month period, the Bank purchasedisgées of $57.1 million and sold $19.7 million sécurities available
for sale. The Company realized gross gains of $#®rand gross losses of $570,000 on the salecofiies available for
sale during the period.

Mortgage-backed securities were $32.8 mildgrof March 31, 2012, a decrease of $6.4 milliomfthe prior year end.
There were no sales of mortgage-backed securitatahle for sale during the six month periods ehiarch 31, 2012
and 2011. The average yield on the mortgage-basgeudrities portfolio was 4.78% at March 31, 2H2increase from
4.69% at March 31, 2011.

The Company’s investment in LLCs, which is@etted for using the equity method, was $17.5 amlt March 31,
2012, a decrease of $194,000 from September 3@, 2DAring the current quarter, the Company recia&200,000
impairment charge related to its investment in @latte Holdings, LLC (“Central Platte”), whietas $16.1 million at
March 31, 2012. There have been no events subsemu8eptember 30, 2011, that would indicate alitiadal
impairment in value of the Company’s investmentiiBH, LLC, which was $1.4 million at March 31, 2012.

Liabilities and Equity

Customer and brokered deposit accounts inede®80.9 million during the six months ended Ma3&h2012, due
primarily to an increase in retail certificatesdefposits resulting from promotions during the peridhe weighted average
rate on customer and brokered deposits as of MetcR012, was 1.15%, a decrease from 1.73% as oftived, 2011.

Advances from the FHLB were $125.0 millioncddarch 31, 2012, a decrease of $122.0 milliomfi®eptember 30,
2011. During the six month period, the Bank re@id2.0 million in maturing FHLB advances. Manag@atregularly
uses FHLB advances as an alternate funding soom®vide operating liquidity and to fund the ongiion and purchase
of mortgage loans.
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Subordinated debentures were $25.8 million as athl&1, 2012. Such debentures resulted from thearxe of Trust
Preferred Securities through the Company’s wholiped statutory trust, NASB Preferred Trust |. Timast used the
proceeds from the offering to purchase a like arhotithe Company’s subordinated debentures. Themteres, which
have a variable rate of 1.65% over the 3-month LRB&d a 30-year term, are the sole assets of thet. Tr

Escrows were $5.0 million as of March 31, 204 Becrease of $5.1 million from September 30,1200his decrease is
due to amounts paid for borrowers’ taxes duringftiueth calendar quarter of 2011.

Total stockholders’ equity as of March 31, 20@as $156.5 million (13.1% of total assets). sTéompares to $150.4
million (12.0% of total assets) at September 3@0,1200n a per share basis, stockholders’ equity®&s90 on March 31,
2012, compared to $19.11 on September 30, 2011.

The Company did not pay any cash dividendsststockholders during the six month period enbliedich 31, 2012. In
accordance with the April 2010 agreement whicheiscdibed more fully in Footnote 15, the Compamesricted from the
payment of dividends or other capital distributialusing the period of the agreement without priocitten consent from its
primary regulator.

Total stockholders’ equity as of March 31, 20ihcludes an unrealized gain, net of deferrednme taxes, on available
for sale securities of $92,000. This amount itertéd in the line item “Accumulated other comprediee income.”

Ratios

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

Six months ended

3/31/12 3/31/11
Return on assets 0.87% (4.08)%
Return on equity 6.93% (35.76)%
Equity-to-assets ratio 13.13% 11.08%
Dividend payout ratio --% --%

RESULTS OF OPERATIONS - Comparison of three and sixnonths ended March 31, 2012 and 2011.

For the three months ended March 31, 2012Ctrapany had net income of $375,000 or $0.05 pareshThis
compares to a net loss of $24.5 million or $(3ddr) share for the three month period ended Mar¢c2G11.

For the six months ended March 31, 2012, the@ny had net income of $5.3 million or $0.68 gieare. This
compares to a net loss of $27.5 million or $(3 &) share for the six month period ended Marct281,1.
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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 apikkbed deposits and other borrowings. Managemenitors net
interest spreads and, although constrained byigertarket, economic, and competition factors, takekshes loan rates and
customer deposit rates that maximize net interesgim.

The following table presents the total dodamounts of interest income and expense on thedteticamounts of average
interest-earning assets or interest-costing liddmlifor the six months ended March 31, 2012 arid 2(Average yields
reflect reductions due to non-accrual loans. Gnlo&an becomes 90 days delinquent, or when fulirgen of interest and
principal is not expected, any interest that haswex up to that time is reversed and no furthter@st income is
recognized unless the loan is paid current. Awvefzances and weighted average yields for theggeinclude all accrual
and non-accrual loans. The table also presentstéiest-earning assets and yields for each réspgmeriod. Dollar
amounts are expressed in thousands.

Six months ended 3/31/12 As of Six months erRidd/11 As of
3/31/12 3/31/11
Average Yield/ Yield/ Average Yield/ Yield/
Balance Interest Rate Rate Balance Interest Rate Rate
Interest-earning assets
Loans $ 995,651 30,163 6.06% 5.59% 91,119,522 34,266 6.12% 6.16%
Mortgage-backed securities 36,123 962 3%.3 4.78% 44,762 1,129 5.04% 4.69%
Securities 63,153 1,466 4.64% 2.19% 57,187 1,838 6.43% 5.14%
Bank deposits 19,137 6 0.06% 0.01% 8,237 6 0.05% 0.01%
Total earning assets 1,114,064 32,597 9%.85 5.26% 1,239,708 37,239 6.01% 5.97%
Non-earning assets 98,596 108,855
Total $ 1,212,660 $ 1,348,563
Interest-costing liabilities
Customer checking and
savings deposit accounts $ 258,090 610 0.47% 0.43% $ 196,647 535 0.54% 0.51%
Customer and brokered
certificates of deposit 587,151 4,304 .47% 1.47% 712,194 7,613 2.14% 2.10%
FHLB Advances 172,865 1,201 1.39% 1.79% 235,444 3,107 2.64% 2.47%
Subordinated debentures 25,000 266 2.13%2.20% 25,000 249  1.99% 1.95%
Total costing liabilities 1,043,106 6,3811.22% 1.25% 1,169,285 11,504 1.97% 1.87%
Non-costing liabilities 13,920 ,a81
Stockholders’ equity 155,634 164,197
Total $ 1,212,660 $ 1,348,563
Net earning balance 70,958 70,423
Earning yield less costing rate 4.63% 4.01% .04% 4.10%
Average interest-earning
assets, net interest, and net
yield spread on average
interest —earning assets $,114,064 26,216 4.71% $1,239,708 25,735 4.15%
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The following table provides information rediarg changes in interest income and interest expeRsr each category
of interest-earning asset and interest-costinglitigtnformation is provided on changes attribbiato (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 rateiptieli by the change in volume). Average balangisds and rates used
in the preparation of this analysis come from ttecpding table. Dollar amounts are expressedonsinds.

Six months ended March 31, 2012, compared to
six months ended March 31, 2011

Yield/
Yield Volume Volume Total

Components of interest income:

Loans $ (336) (3,790) 23 (4,103)

Mortgage-backed securities 65 (218) (14) (167)

Securities (512) 192 (52) (372)

Bank deposits -- - -- --
Net change in interest income (783) (3,816) (43) (4,642)
Components of interest expense:

Customer and brokered deposit accounts (2,863) (569) 198 (3,234)

FHLB Advances (1,472) (826) 392 (1,906)

Subordinated debentures 17 - -- 17
Net change in interest expense (4,318) (1,395) 590 (5,123)

Increase in net interest margin $ 3,535 (2,421) (633) 481

Net interest margin before loan loss providmrthe six months ended March 31, 2012, incre&e&d,000 from the
same period in the prior year. Specifically, iestrincome decreased $4.6 million, which was ofiged $5.1 million
decrease in interest expense for the period. dst@m loans decreased $4.1 million as the regalt$d23.9 million
decrease in the average balance of loans receigatstanding during the period and a 6 basis i#ntease in the average
rate earned on such loans during the period. dstem mortgage-backed securities decreased $Ib6d&Oprimarily to an
$8.6 million decrease in the average balance df sacurities during the period, the effect of whicds partially offset by a
29 basis point increase in the average rate eameadch securities during the period. Intereshgastment securities
decreased $372,000 resulting from a 179 basis peirrease in the average rate earned on suchtss;uhe effect of
which was partially offset by a $6.0 million incseeain the average balance of such securities dthimgeriod. Interest
expense on customer and brokered deposit accoectsased $3.2 million due to a 63 basis point dserén the average
rate and a $63.6 million decrease in the averagambea of such interest-costing liabilities durihg fperiod. Interest
expense on FHLB advances decreased $1.9 millitimeaesult of a 125 basis point decrease in theageerate and a $62.6
million decrease in the average balance of sudlilitias during the period.

Provision for Loan Losses

The Company recorded a provision for loandessf $5.0 million during the quarter ended Marth2012, due
primarily to declines in the value of collateratsgng impaired loans that are collateral depend@&his increase in the
ALLL, resulting from the provision for loan lossaw offset by net charge offs of $26.2 million dgrthe three month
period, as the Bank’s elimination of the use ofc#pevaluation allowances. Prior to the quarteded March 31, 2012,
measured impairments were recorded as specifiatiatuallowances and carried as contra-assetslta@eea loan’s
carrying value to fair value. When the Bank addptes Call Report, during the quarter ended Marth2812, the
cumulative specific valuation allowance that wepasidered “confirmed losses” were charged-off aeitienl against their
respective loans balances. For collateral depérndans that are deemed impaired, a “confirmed’lssdefined as the
amount by which the loan’s recorded investment edsehe fair value of its collateral. If a loarc@nsidered uncollectible,
the entire balance is deemed a “confirmed loss”iafidly charged-off.

The Company recorded a provision for loandessf $2.5 million during the three month periodeth December 31,
2011, due primarily to increases in specific reesmelated to impaired commercial real estate lodinés increase in the
ALLL, resulting from the provision for loan lossaw offset by net charge offs of $14.8 million dgrthe period, which
primarily resulted from the foreclosure or saleeftain impaired collateral dependent commercidlland development
loans which were being carried at the fair valuéhefcollateral.
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The Company recorded a provision for loandessf $38.8 million during the three month perioded March 31, 2011.
This provision resulted primarily from: a) increase specific reserves for impaired constructiod Emd development
loans related to: a) the adoption of ASU 2011AZreditor's Determination of Whether a Restruatgris a Troubled
Debt Restructuring, which clarifies the guidancehomw creditors evaluate whether a restructurindetit qualifies as a
Troubled Debt Restructuring (“TDR”), and; b) a charin methodology for valuing residential developitrieans given the
adverse economic environment and negative outlodie residential development real estate markatwapplied
downward “qualitative” adjustments to the real estppraised values for collateral dependent resalelevelopment
loans that are deemed impaired, and; ¢) from ise®& general reserves resulting from the Comagetision 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 purposeésstimating future losses and calculating adeglevels of allowance
for loan and lease losses.

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

On a consolidated basis, the allowance fade®n loans and real estate owned was 21.9%abttassified assets at
March 31, 2012, 40.5% at September 30, 2011, ar@¥&at March 31, 2011. The significant decreasdaath 31, 2012
was a result of the Bank charging-off “confirmeddes” that were carried as specific valuation aloges in prior periods,
as noted above.

Management believes that the allowance fads®n loans and real estate owned is adequageprdtision can
fluctuate based on changes in economic conditichenges in the level of classified assets, chaimgis® amount of loan
charge-offs and recoveries, or changes in othernmdtion available to management. Also, regulat@encies review the
Company’s allowances for losses as a part of the@mination process, and they may require chamgess$ provision
based on information available at the time of tleg&mination.

Other Income

Other income for the three months ended M&dc2012, increased $10.0 million from the samépen the prior year.
Specifically, provision for loss on real estate edrecreased $7.6 million due primarily a changaéthodology for the
valuation of properties within the Bank’s land deygnent real estate portfolio during the quarteteghMarch 31, 2011.
Given the adverse economic environment and negatitteok in the residential development real estaaéeket, as of
March 31, 2011, the Company adopted a change ihadetogy for the valuation of its development restiate portfolio
that applied downward “qualitative” adjustmentshe real estate appraised values for foreclosedldement properties.
Other income increased $3.2 million, due to thecafbf recording the net fair value of certain lsatated commitments in
accordance with GAAP. These increases were gartifiset by a $601,000 decrease in gain on sakeofirities as
compared to the same period in the prior yeahasetwere no securities sold during the currenttgualn addition, the
Company recorded a $200,000 impairment chargeerktatits investment in Central Platte HoldingsQ.LDuring the
quarter ended March 31, 2012, the sales pricesligfdeveloped lots in Central Platte’s residentiel’elopment were
lowered. The Company incorporated these loweeepricto its internal valuation model, which resdllte an additional an
impairment charge.

Other income for the six months ended March2B12, increased $11.5 million from the same pkinathe prior year.
Specifically, provision for loss on real estate edrecreased $8.3 due primarily a change in methggdéor the valuation
of properties within the Bank’s land developmeral estate portfolio during the quarter ended M&th2011. Gain on
sale of loans held for sale increased $4.0 miliiom the same period in the prior year due pringadlincreased mortgage
banking spreads. Other income increased $1.8omjliue to the effect of recording the net faiueabf certain loan-
related commitments in accordance with GAAP andharease in commercial loan prepayment penalfiégese increases
were partially offset by a $1.1 million decreasstomer service fees due primarily due to a decriasgscellaneous loan
fees resulting from a decrease residential mort¢eye origination volume during the six month pericdGain on sale of
securities decreased $1.2 million resulting frodearease in the volume of security sales during#énimd. In addition, the
Company recorded a $200,000 impairment chargeerktatits investment in Central Platte HoldingsCLduring the
guarter ended March 31, 2012.
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General and Administrative Expenses

Total general and administrative expenseghi®three months ended March 31, 2012, increas&dn§ilion from the
same period in the prior year. Specifically, comgation and fringe benefits increased $712,00Qaltize addition of
personnel in the Company’s information technolaggjdential lending, internal asset review, acciogntand
administrative departments. Commission-based ragetidpanking compensation increased $1.4 milliontd@ increase
in residential mortgage loan origination volumenfrthe same period in the prior year. Premiseseguipment expense
increased $217,000 from the same period in the pear, primarily due to increased costs associatddmoving the
Company’s mortgage banking operation from Overlaatk, Kansas to a new location in Kansas City, Miss Other
expenses increased $493,000 primarily due to cingwdnd other expenses related to the converditredank’s core
processing system, which was completed in the otiperiod.

Total general and administrative expensegi®isix months ended December 31, 2011, decre&82J(P0 from the
same period in the prior year. Specifically, comgstion and fringe benefits increased $945,00Qaltize addition of
personnel in the Company’s information technolaggjdential lending, internal asset review, acciogntand
administrative departments. Premises and equipmgr@nse increased $372,000 from the same peritheé iprior year,
primarily due to increased costs associated witkingothe Company’s mortgage banking operation f@werland Park,
Kansas to a new location in Kansas City, Misso@iher expenses increased $484,000 primarily dgensulting and
other expenses related to the conversion of thé&'Baore processing system, which was complete¢dermquarter ended
March 31, 2012. These increases were largelytffsa $1.1 million decrease in commission-basedgage banking
compensation and a $220,000 decrease in advertisithdpusiness promotion expense, resulting prisnfrdm a decrease
residential mortgage loan origination volume frdma same period in the prior year.

REGULATION
Regulation of the Company

General

NASB Financial, Inc. (“the Company”) is a warly savings and loan holding company of North Aceari Savings Bank,
F.S.B. (“the Bank” or “North American”). On July122011, supervisory responsibility for the Compavas transferred
from the Office of Thrift Supervision (the "OTS"d the Board of Governors of the Federal Reservee8yg“Federal
Reserve Board” or “FRB"), as required by the Dodadsik Wall Street Reform and Consumer Protection (fet "Dodd-
Frank Act"). Accordingly, the Company is requiraa register and file reports with the Federal ResdBoard and is
subject to regulation and examination by the Fdd&maserve Board. In addition, the Federal ResdBoard 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 th&Ban

Sarbanes-Oxley Act of 2002

The Sarbanes-Oxley Act of 2002 was signed late on July 30, 2002 in response to public conseregarding
corporate accountability in connection with recactounting scandals. The stated goals of the Bask@xley Act are to
increase corporate responsibility, to provide fohanced penalties for accounting and auditing impeties at publicly
traded companies and to protect investors by impgpthe accuracy and reliability of corporate distires pursuant to the
securities laws. The Sarbanes-Oxley Act genegdylies to all companies that file or are requi@dile periodic reports
with the SEC, under the Securities Exchange Adi934, including the Company.

The Sarbanes-Oxley Act includes very speddfitlitional disclosure requirements and corporateegmnce rules,
requires the SEC and securities exchanges to adbgnsive additional disclosure, corporate goveraand other related
rules. The Sarbanes-Oxley Act represents signifibederal involvement in matters traditionally leét state regulatory
systems, such as the regulation of the accountiofggsion, and to state corporate law, such asefadonship between a
board of directors and management and between @ ldadirectors and its committees. The Dodd-Fré&ak imposes
additional disclosure and corporate government irements and represents further federal involvemanmmatters
historically addressed by state corporate law.

Federal Securities Law

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

The Company is incorporated under the lawhefState of Missouri, and is therefore subjecetpulation by the State
of Missouri. In addition, the rights of the Companghareholders are governed by The General aniddassCorporation
Law of Missouri.

Regulation of the Bank

General

The Bank is a federally chartered stock savingskbformed under the authority provided in the Ho@wners' Loan
Act (as amended, "HOLA"). On July 21, 2011, sujsamy responsibility for the Bank was transferreshf the OTS to the
Office of the Comptroller of the Currency ("OCC8&s required by the Dodd-Frank Act. Although th@Beemains subject
to regulations previously promulgated by the OTSjéneral, those regulations are now enforced &yY@C. On April 30,
2010 the Bank entered into a Supervisory Agreemihtthe OTS, which, among other things, requitesl Bank to review
and revise its internal asset review process, edtscclassified assets and reliance on brokergddits, and to obtain
regulatory approval prior to declaring or payingidends or making other capital distributions.

Activity Powers
The Bank derives its lending, investment and o#wivity powers primarily from HOLA, and the regtitms issued

thereunder. Under these laws and regulations, #&davings banks, including the Bank, generally mn&gst in real estate
mortgages, consumer and commercial loans, cengpistof debt securities and certain other assét® Bank may also
establish service corporations that may engagectinittes not otherwise permissible for the Bankgluding certain real
estate equity investments and securities and insarhrokerage activities. These investment powersuabject 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 amollvans secured by
non-residential real estate property, (3) a linfiR26% of an association’s assets on commercialsioaith the amount of
commercial loans in excess of 10% of assets baniged to small business loans, (4) a limit of 38%an association’s
assets on the aggregate amount of consumer lodanacguisitions of certain debt securities, (5)aitliof 5% of assets on
non-conforming loans (loans in excess of the sjelkihitations 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 @axjgected to become
residential property.

Recent Legislation
On July 21, 2010, the Dodd-Frank Act was signed iaiwv. The Dodd-Frank Act implements far-reachirf@mges
across the financial regulatory landscape, inclygirovisions that, among other things:

» Centralize responsibility for consumer financialoeiction by creating the Bureau of Consumer Firanci
Protection, with broad rulemaking, supervision anfbrcement authority for a wide range of consupretection
laws that would apply to all banks and thrifts. &ler financial institutions, including the BankijlMbe subject to
the supervision and enforcement of their primadefal banking regulator with respect to the fedemdsumer
financial protection laws.

» Require new capital rules that apply the same dgeiand risk-based capital requirements applidablesured
depository institutions to savings and loan holdioghpanies.

* Require the federal banking regulators to seek a&artheir capital requirements countercyclicaltlst capital
requirements increase in times of economic expareia decrease in times of economic contraction.

» Provide for new disclosure and other requiremegitgting to executive compensation and corporateigmance.

» Make permanent the $250,000 limit for federal d@posurance and provide unlimited federal depostirance
until January 1, 2013 for non-interest bearing deanaansaction accounts at all insured depositwsijtutions.

» Effective July 21, 2011, repealed the federal foibloins on the payment of interest on demand dé&padsiereby
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 subsig$asuffer from financial distress.
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Many aspects of the Dodd-Frank Act are sulifeetilemaking and will take effect over severahng making it difficult
to anticipate the overall financial impact on thengpany and the financial services industry moreegaty. The
elimination of the prohibition on the payment ofeirest on demand deposits could materially increasénterest expense,
depending on how the marketplace responds. Pomgsin the legislation that require revisions te tapital requirements
of the Company and the Bank could require the Compad the Bank to seek additional sources of abipitthe future.

Insurance of Accounts and Regulation by the FDIC

The Bank's deposits are insured up to applicabiidiby the Deposit Insurance Fund (“DIF”) of thBIE. As insurer,
the FDIC imposes deposit insurance premiums arditisorized to conduct examinations of, and to meqreporting by,
FDIC-insured institutions. It also may prohibityakDIC-insured institution from engaging in any igity the FDIC
determines by regulation or order to pose a seriisksto the DIF. The FDIC also has the authorityritiate enforcement
actions against savings institutions, after giviimng OCC an opportunity to take such action, and teayinate the deposit
insurance if it determines that the institution legaged in unsafe or unsound practices or is inresafe or unsound
condition.

As a result of a decline in the reserve rétiee ratio of the DIF to estimated insured depdstsd concerns about
expected failure costs and available liquid assetie DIF, the FDIC adopted a rule requiring eawured institution to
prepay on December 30, 2009 the estimated amouits @fuarterly assessments for the fourth quarte2089 and all
quarters through the end of 2012 (in addition te tbgular quarterly assessment for the third quartéch was due on
December 30, 2009). The prepaid amount is recoadesh asset with a zero risk weight and the intituvill continue to
record quarterly expenses for deposit insuranceptiposes of calculating the prepaid amount, assests were measured
at the institution’s assessment rate as of SepteBhe2009, with a uniform increase of three basimts effective January
1, 2011, and were based on the institution’s agsasisbase for the third quarter of 2009, with gloassumed quarterly at
annual rate of 5%. If events cause actual assessndening the prepayment period to vary from thepaid amount,
institutions will pay excess assessments in casteegive a rebate of prepaid amounts not exhauwfted collection of
assessments due on June 30, 2013, as applicalllectioo of the prepayment does not preclude théCFbom changing
assessment rates or revising the risk-based assessystem in the future. The rule includes a @eder 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 asatM31, 2012, the outstanding prepaid assessnan$20 million.

As required by the Dodd-Frank Act, the FDI@jigkd rules effective April 1, 2011, under whiclsumance premium
assessments are based on an institution's totelsassnus its tangible equity (defined as Tier bited) instead of its
deposits. Under these rules, an institution wdtalt assets of less than $10 billion will be assiyrone of four risk
categories based on its capital, supervisory ratargl other factors. Well capitalized institutidhat are financially sound
with only a few minor weaknesses are assigned $& Riategory I. Risk Categories Il, Il and IV pres@rogressively
greater risks to the DIF. A range of initial basssessment rates will apply to each category, sulije@djustment
downward based on unsecured debt issued by theutitst and, except for an institution in Risk Cgdey |, adjustment
upward if the institution's brokered deposits excd®% of its domestic deposits, to produce totaebassessment
rates. Total base assessment rates range froto RiBe basis points for Risk Category I, nine foliasis points for Risk
Category Il, 18 to 33 basis points for Risk Catgdtirand 30 to 45 basis points for Risk Categdvy &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 srosed.

The Dodd-Frank Act establishes 1.35% as thermim reserve ratio. The FDIC has adopted a plateuuwhich it will
meet this ratio by September 30, 2020, the deaditimposed by the Dodd-Frank Act. The Dodd-Frank rerjuires the
FDIC to offset the effect on institutions with atsskess than $10 billion of the increase in théustay minimum reserve
ratio to 1.35% from the former statutory minimumlo15%. The FDIC has not yet announced how it iwvilplement this
offset. In addition to the statutory minimum ratie FDIC must designate a reserve ratio, knowtheaslesignated reserve
ratio (“DRR”), which may exceed the statutory minim. The FDIC has established 2.0% as the DRR.déitian, all
institutions with deposits insured by the FDIC egquired to pay assessments to fund interest pagnoenbonds issued by
the Financing Corporation, an agency of the Fedgraérnment established to fund the costs of fatibeifts in the 1980s.
For the quarterly period ended December 30, 201el Financing Corporation assessment equaled .66 paisits. These
assessments, which may be revised based uponviieofeDIF deposits, will continue until the bondgature in the years
2017 through 2019.
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Under the Dodd-Frank Act, beginning on Janubr011, all non-interest bearing transaction anot® and IOLTA
accounts qualify for unlimited deposit insurancethg FDIC through December 31, 2012. NOW accountsch were
previously fully insured under the Transaction Awmeb Guarantee Program, are no longer eligible forualimited
guarantee due to the expiration of this programbDatember 31, 2010. NOW accounts, along with dieotdeposits
maintained at the Bank, are now insured by the Fijd@o $250,000 per account owner.

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

Federal Home Loan Bank System

The Bank is a member of the FHLB-Des Moines, widcbne of 12 regional FHLBs that administer the edimancing
credit function of member financial institutionEach FHLB serves as a reserve or central bankfanémbers within its
assigned region. It is funded primarily from prede derived from the sale of consolidated obligatiof the FHLB
System. It makes loans or advances to memberscior@ance with policies and procedures, establistyethe Board of
Directors of the FHLB, which are subject to the might of the Federal Housing Finance Agency. &ll/ances from the
FHLB are required to be fully secured by sufficiedlateral as determined by the FHLB. In additiaf long-term
advances are required to provide funds for residiehbme financing. As a member, the Bank is regplito purchase and
maintain stock in the FHLB-Des Moines. At March 2012, the Bank had $7.6 million in FHLB-Des Masr&tock, which
was in compliance with this requirement.

Safety and Soundness Standards

Pursuant to the requirements of the Federal Depasitrance Corporation Improvement Act (“FDICIAgs amended
by the Riegle Community Development and Regulabomgrovement Act of 1994, each federal banking agéras adopted
guidelines establishing general standards relatongnternal controls, information and internal dudistems, loan
documentation, credit underwriting, interest ratpasure, asset growth, asset quality, earningscantpensation, fees and
benefits. In general, the guidelines require, amuthgr things, appropriate systems and practicatetttify and manage the
risks and exposures specified in the guidelineg glidelines prohibit excessive compensation asnsafe and unsound
practice and describe compensation as excessive thkeamounts paid are unreasonable or dispropatiao the services
performed by an executive officer, employee, dogabdr principal shareholder.

Prompt Corrective Action

Federal statutes establish a supervisory framevibaked on five capital categories: well capitalizedequately
capitalized, undercapitalized, significantly undgtalized and critically undercapitalized. An tihgion’s category
depends upon where its capital levels are in miatd relevant capital measures, which includes-lbased capital
measure, a leverage ratio capital measure andrcettger factors. The federal banking agencieseopted regulations
that implement this statutory framework. Understheegulations, an institution is treated as walitalized 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) @t 5% or more, and it is not subject to anyefed supervisory order or
directive to meet a specific capital level. In erdo be adequately capitalized, an institution tnings’e a total risk-based
capital ratio of not less than 8%, a Tier 1 risksdxh capital ratio of not less than 4%, and a |lgeratio of not less than
4%. Any institution which is neither well capitaéid nor adequately capitalized is considered uagéstized.

Undercapitalized institutions are subject trt@in prompt corrective action requirements, ratpuly controls and
restrictions which become more extensive as aitutish becomes more severely undercapitalizedlufeaby institutions
to comply with applicable capital requirements vehuf not remedied, result in progressively morgese restrictions on
their respective activities and lead to enforcenaatibns, including, but not limited to, the issoarof a capital directive to
ensure the maintenance of required capital leveld, alltimately, the appointment of the FDIC as hese or
conservator. Banking regulators will take prompirective action with respect to depository ingitins that do not meet
minimum capital requirements. Additionally, appabvof any regulatory application filed for theirview may be
dependent on compliance with capital requirements.
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Qualified Thrift Lender Test

All savings associations, including the Bank, aguired to meet a qualified thrift lender test Yoid certain restrictions
on their operations. This test requires a savagg®ciation to have at least 65% of its total asset defined by regulation,
in qualified thrift investments on a monthly avezdgr nine out of every 12 months on a rolling bashs an alternative,
the savings association may maintain 60% of itetass those assets specified in Section 7701(p)i%he Internal
Revenue Code of 1986, as amended (“Code”). Untleerdest, such assets primarily consist of regidehousing related
loans and investments. A savings associationf#iilatto meet the qualified thrift lender test ishgect to certain operating
restrictions and may be required to convert to onal bank charter. At March 31, 2012, the Bangets the qualified
thrift lender test.

Capital Requirements
Regulations require that thrifts meet three minimeapital ratios.

Leverage Limit. The leverage limit requires thiatift maintain “core capital” of at least 4% of iggljusted tangible
assets. “Core capital” includes (i) common stad#tars’ equity, including retained earnings; nomaclative preferred
stock and related earnings; and minority interesthie equity accounts of consolidated subsidianmesus (ii) 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 goddw

Tangible Capital Requirement. The tangible capigjuirement mandates that a thrift maintain taegdapital of at
least 1.5% of tangible assets. For the purpos#sofequirement, adjusted total assets are giyeedculated on the same
basis as for the leverage ratio requirement. Tdegiapital is defined in the same manner as capéal, except that all
goodwill and certain other intangible assets mestiéducted.

Risk-Based Capital Requirement. OCC standardsinethat institutions maintain risk-based capitqua&l to at least
8% of risk-weighted assets. Total risk-based ehpicludes core capital plus supplementary capitaldetermining risk-
weighted assets, all assets including certain alfitice-sheet items are multiplied by a risk wefghtor from 0% to 100%,
based on risk categories assigned by the OCC. iBgun&gulations categorize banks with risk-basqaitabratios over 10%
as well capitalized, 8% to 10% as adequately cigeth and under 8% as undercapitalized.

At March 31, 2012, the Bank exceeds all edpéquirements prescribed by the OCC. To caleula¢se requirements,
a thrift must deduct any investments in and loarsubsidiaries that are engaged in activities eomgssible for a national
bank. As of March 31, 2012, the Bank did not hamg investments in or loans to subsidiaries engagadtivities not
permissible for national banks.

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

At March 31, 2012 Amount
GAAP capital (Bank only) $ 160,020
Adjustment for regulatory capital:
Intangible assets (2,421)
Reverse the effect of SFAS No. 115 92) (
Tangible capital 157,507
Qualifying intangible assets -
Tier 1 capital (core capital) 157,507
Qualifying general valuation allowance 2B
Risk-based capital $ 170,708

As of March 31, 2012
Minimum Required for Minimum Required to be

Actual Capital Adequacy “Well Capitalized”

Amount Ratio Amount Ratio Amount Ratio

Total capital to risk-weighted assets 70,708 16.5% 82,600 28% 103,249 210%

Core capital to adjusted tangible assets 157,5013.5% 46,760 >4% 58,450 >5%
Tangible capital to tangible assets 157,507 .5%3 17,535 >1.5% - --

Tier 1 capital to risk-weighted assets 157,507 .3%b - -- 61,950 >6%
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Possible Changes to Capital Requirements

The Dodd-Frank Act contains a number of provisitha will affect the capital requirements applieatd the Company
and the Bank. In addition, on September 12, 20i®,Basel Committee adopted the Basel Il capitisruThese rules,
which may be phased in over a period of years énlthited States, set new standards for commonyedigt 1 and total
capital, determined on a risk-weighted basis. Thpaict on the Company and the Bank of the Baseluls cannot be
determined at this time.

Limitations on Capital Distributions

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

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

Loans to One Borrower

Federal law provides that savings institutionsgeneerally subject to the national bank limit onng#o one borrower. A
savings institution may not make a loan or extardlit to a single or related group of borrowergxaess of 15% of its
unimpaired capital and surplus. An additional amanay be lent, equal to 10% of unimpaired capital surplus, if such
loan is secured by specified readily-marketablébedal.

Transactions with Affiliates

The Bank's authority to engage in transactions éffiliates" is limited by FDIC regulations and I8ections 23A and
23B of the Federal Reserve Act as implemented byRéderal Reserve Board's Regulation W. The teffilidtes” for
these purposes generally means any company thablsoar is under common control with an institutioThe Company
and its non-savings institution subsidiaries wdoddaffiliates of the Bank. In general, transactiovith affiliates must be
on terms that are as favorable to the instituti@e@mparable transactions with non-affiliates adidition, certain types of
transactions are restricted to an aggregate peerdf the institution's capital. Collateral in sified amounts must be
provided by affiliates in order to receive loanenfr an institution. In addition, savings instituttoare prohibited from
lending to any affiliate that is engaged in actdstthat are not permissible for bank holding conigs and no savings
institution may purchase the securities of anyliafé other than a subsidiary. Federally insurednggs institutions are
subject, with certain exceptions, to certain restins on extensions of credit to their parent lmgdcompanies or other
affiliates, on investments in the stock or othecusities of affiliates and on the taking of suclocet or securities as
collateral from any borrower. In addition, thegstitutions are prohibited from engaging in certiénin arrangements in
connection with any extension of credit or the pdong of any property or service. An institutioreaimed 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 ("SarbanesDMet") generally prohibits a company from makingahs to its
executive officers and directors. However, that@mttains a specific exception for loans by a diéposinstitution to its
executive officers and directors in compliance Wéteral banking laws. Under such laws, the Baalthority to extend
credit to executive officers, directors and 10%cklmlders (“insiders"), as well as entities whictets 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 cerBmiard approval procedures to be followed. Suemdomust be made on
terms substantially the same as those offered #ffiliated 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 gpreference to insiders over other employees. Theeeadditional
restrictions applicable to loans to executive @ffic
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Federal Reserve System

The Federal Reserve Board requires that all depgsibstitutions maintain reserves on transactiocoants or non-
personal time deposits. These reserves may theifotm of cash or non-interest-bearing deposith thie regional Federal
Reserve Bank. Negotiable order of withdrawal (“NQWccounts and other types of accounts that pepayments or
transfers to third parties fall within the defioiti of transaction accounts and are subject togberve requirements, as are
any non-personal time deposits at a savings baskof March 31, 2012, the Bank’s deposit with tlezléral Reserve Bank
and vault cash exceeded its reserve requirements.

Community Reinvestment Act

Under the Community Reinvestment Act (“CRA”"), evdfpIC-insured institution has a continuing and rafiative
obligation consistent with safe and sound bankirsgtices to help meet the credit needs of its emtrmmunity, including
low and moderate income neighborhoods. The CRAs du# establish specific lending requirements agmms for
financial institutions nor does it limit an instiion's discretion to develop the types of prodactd 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 institigioatord of meeting the credit needs of its comiyusud to take such
record into account in its evaluation of certairplagations, such as a merger or the establishmet loranch, by the
Bank. The FDIC may use an unsatisfactory ratinthasbasis for the denial of an application. TtaniBreceived a rating
of “satisfactory” in its latest examination.

Privacy Standards

The Bank is subject to OCC regulations implementirggprivacy protection provisions of the Gramm-tle®liley Act
("Gramm-Leach”). These regulations require the Bémldisclose its privacy policy, including ideniifig with whom it
shares “non-public personal information,” to cuséssnat the time of establishing the customer m@atiip and annually
thereafter. The regulations also require the Banfrovide its customers with initial and annuatioes that accurately
reflect its privacy policies and practices. In diddi, the Bank is required to provide its customaith the ability to “opt-
out” of having the Bank share their non-public pe& information with unaffiliated third partiesfoee they can disclose
such information, subject to certain exceptionshe Bank is subject to regulatory guidelines esshblig standards for
safeguarding customer information. These regulationplement certain provisions of Gramm-Leach. TQuidelines
describe the Agencies’ expectations for the creaiimplementation and maintenance of an informasiecurity program,
which would include administrative, technical ankygical safeguards appropriate to the size and ity of the
institution and the nature and scope of its adigit The standards set forth in the guidelinesirsended to ensure the
security and confidentiality of customer recordsl amformation, protect against any anticipated atseor hazards to the
security or integrity of such records and protegaiast unauthorized access to or use of such reaorihformation that
could result in substantial harm or inconveniemcarny customer.

Regulatory and Criminal Enforcement Provisions

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

LIQUIDITY AND CAPITAL RESOURCES

The Bank maintains sufficient liquidity to eme safe and sound operation. North American ragigta level of liquid
assets adequate to meet the requirements of nbanking activities, including the repayment of nnettg debt and
potential deposit withdrawals. The Bank’s primaogrces of liquidity are cash and cash equivaléinéssale and
repayment of loans, the retention of existing avlgeacquired retail deposits, and FHLB advancesldifional sources of
liquidity include the sale of investment securitiasilable for sale, brokered deposits, reversarolyase agreements, FRB
advances, and the acquisition of deposits througgtianwide internet listing service.
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Management continues to use FHLB advancegasiary source of short-term funding. FHLB advesiare secured
by a blanket pledge agreement covering portioriteefoan and securities portfolio as collaterahmarted by quarterly
reporting of eligible collateral to FHLB. FHLB bowings are limited based upon a percentage oB#r’s assets and
eligible collateral, as adjusted by collateral ity and maintenance levels. Management coradilyumonitors the
balance of eligible collateral relative to the ampof advances outstanding to determine the avilifiabf additional FHLB
advances. At March 31, 2012, the Bank had a batabwing capacity at FHLB of $171.0 million, andtstanding
advances of $125.0 million. As an additional sewtliquidity, the Bank has $51.5 million of higHiquid short term U.S.
Government sponsored agency securities in itsqmrtat March 31, 2012.

The Bank entered into a Supervisory Agreemétft the Office of Thrift Supervision on April 32010, which, among
other things, required the Bank to reduce its lefdirokered deposits. The OTS subsequently apgrtheBank’s plan to
reduce brokered deposits to $145.0 million by 2®e2010, to $135.0 million by June 30, 2011 anfili®5.0 million by
June 30, 2012. As of March 31, 2012, the Bank’«éred deposits totaled $25.0 million.

Fluctuations in the level of interest ratgsi¢qlly impact prepayments on mortgage loans andgage related
securities. During periods of falling rates, thpsepayments increase and a greater demand exisis loans. The
Bank’s ability to attract and retain customer déjsds partially impacted by area competition agcther alternative
investment sources that may be available to thé&’Banustomers in various interest rate environmeManagement
believes that the Bank will retain most of its nratg time deposits in the foreseeable future. Hamweany material
funding needs that may arise in the future carebsanably satisfied through the use of the Banfk'sgry and additional
liquidity sources, described above. Managemenbiscurrently aware of any other trends, marketddams, or other
economic factors that could materially impact tlemBs primary sources of funding or affect its fit@bility to meet
obligations as they come due. Although future ¢earto the level of market interest rates are taicermanagement
believes its sources of funding will continue tmeen stable during upward and downward interest eavironments

Item 3. Quantitative and Qualitative DisclosuresAbMarket Risk

For a complete discussion of the Company’steeasd liability management policies, as well ashbtential impact of
interest rate changes upon the market value d€tmpany’s portfolio, see the “Asset/Liability Marmamgent” section of the
Company’s Annual Report for the year ended Septeldbe2011.

Management recognizes that there are certafketrisk factors present in the structure ofBhak’s financial assets
and liabilities. Since the Bank does not have maltamounts of derivative securities, equity séms, or foreign currency
positions, interest rate risk (“IRR”) is the prirganarket risk that is inherent in the Bank’s pditfo On a quarterly basis,
the Bank monitors the estimate of changes thatdavpatentially 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 quarteriBY policy limits are reviewed and approved. Ehbave been no
material changes in the market risk informationvided in the Annual Report for the year ended Saptr 30, 2011.

Item 4. Controls and Procedures

Under the supervision and with the participaid our management, including our principal exeeubfficer and
principal financial officer, we conducted an evdioa of our disclosure controls and proceduresueh term is defined in
Rules 13a-15(e) and 15d-15(e) under the SecudtidsExchange Act of 1934. Based on this evaluatianprincipal
executive officer and our principal financial officconcluded that our disclosure controls and mhos 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 matirifected or are
reasonable likely to materially affect our interoahtrol over financial reporting.
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PART Il - OTHER INFORMATION

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

Company.

Iltem 1A. Risk Factors

There were no material changes during theoddrom the risk factors previously discussed @mitlA, “Risk Factors
in our Annual Report for the year ended Septembe311.

”

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

Item 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 @fr 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-Qxtdyf 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-Qxtdyf 2002

Exhibit 101.INS — XBRL Instance Document

Exhibit 101.SCH — XBRL Taxonomy Extension Schemauent

Exhibit 101.CAL — XBRL Taxonomy Extension CalcutatiLinkbase Document
Exhibit 101.DEF — XBRL Taxonomy Extension Definitikinkbase Document
Exhibit 101.LAB — XBRL Taxonomy Extension Label kinase Document

Exhibit 101.PRE — XBRL Taxonomy Extension Preseotatinkbase Document
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisd-éport to be signed
on its behalf by the undersigned thereunto dulharited.

NASB Financial, Inc.
(Registrant)

May 10, 2012 By: /s/ David H. Hancock
David H. Hancock
Chairman and
Chief Executive Officer

May 10, 2012 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer
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