NASB Financial, Inc.

December 14, 2011

Dear Shareholder:

Fiscal 2011 Results:

The past year has been a difficult period\8ISB, as the depth and breadth of the real estatession has continued to
adversely impact our loan portfolios. During treeél year ended September 30, 2011, we recordeddss provisions of
$49.4 million. These charges enabled us to adgmeddem loans, and to more closely align the \ahiethe collateral
securing our loans with accounting and regulataigglines. We additionally took total charges dgrihe year of $11.4
million to recognize changes in values of realtestge own through foreclosure. These total precterges of $60.8 million
resulted in a net loss of $16.3 million for thecfibyear. As of September 30, 2011, we have $2dlion of “non-
performing” loans (generally more than ninety ddgfnquent), net of specific reserves, and we oté $ million of real
estate acquired through foreclosure. Given theeatiregulatory and economic environment, it isurdikely that we will
make additional provisions in the coming year.

We also have loans of $108.6 million that are penfog under contractual terms but, for a varietyeafsons, are deemed
“substandard,” and generally require larger leeleserves. We have a notable disparity betweamnsl adversely classified
and the much lesser amount of non-performing asgeteduction in these asset categories is oungoy focus for fiscal
year 2012.

On a positive note, even after the large arhofiprovision we recorded during fiscal year 20d/¢,ended the year with
total tangible capital plus general loss reser¥e&l 82.3 million, compared to $185.1 million at apber 30, 2010. Our
“Texas Ratio” (non-performing assets/tangible apitallowance for loan loss) was 22.4% at SepterBbe2011, and was
33.1% at the end of the previous year. This ispgréormance standard that is commonly used bysingdanalysts.

Fiscal 2012 and Beyond:

Despite recent overall improving performanicesur industry, we are aware that we have addifichallenges in our
future. The current recession over the last seye@is has taken a greater toll on the real eistdtestry than other areas.
We are seeing gradual improvements, and are daingesy best to position our company to use thesttigpe changes to
more rapidly address existing problems, and taHayfoundation for a return to superior profitaili | believe we have the
necessary capital and personnel to achieve thede. gé/e appreciate the support we have received frur customers and
shareholders, and we are optimistically lookingvind to the coming years.

Sincerely,

David H. Hancock
Board Chairman



NASB Financial, Inc.
2011 Annual Report

Contents

1 Letter to Shareholde
2 Contents and Financial Highlights
3 Selected Consolidated Financial and Other

4-17 Management’s Discussion and Analysis of Financ@idition and Results of Operatic

18-62 Consolidated Financial Statements
63 Report of Independent Registered Public Accourfging

64 Summary of Unaudited Quarterly Operating Resuit$ Listing of Directors

65 Listing of Officers

66 Listing of Branch Offices, Investor Informatiornd Common Stock Prices and Divide

67 Stockholder Return Performance Presentatio

Financial Highlights

2011 201C 200¢ 200¢ 200c 199(
(Dollars in thousands, except per share data)
For the year ended September 3
Net interest income $ 52,166 53,848 47,405 ,039 35,838 7,983
Net interest sprei 4.28% 3.73% 2.95% 2.36% 3.71% 1.99%
Other incom $ 24,47 43,58( 40,49 18,40° 9,40¢ 2,77¢
General and administrative expenses ,6983 57,667 46,716 36,819 20,120 8,169
Net income (los: (16,268 6,32: 18,79( 9,29¢ 14,72 (369;
Basic earnings per shi (2.07 0.8C 2.3¢ 1.1¢ 1.6€ (0.18
Cash dividends paid -- 3,540 7,080 7,080 3,370 --
Dividend payout ratio - 55.99¥% 37.84% 76.16% 22.89% -
At year end:
Asset: $ 1,253,58 1,434,191 1,559,56: 1,516,76 984,52! 388,471
Loans, ne 1,032,56: 1,220,88! 1,320,36: 1,344,52 914,01: 180,34¢
Investment securities 111,986 576, 80,618 60,059 20,451 179,599
Customer and brokered deposit acco. 809,67! 933,45 904,62! 769,37¢ 621,66! 333,63¢
Stockholders’ equity 150,378 162,76 166,388 152,412 83,661 , 718
Book value per share 19.11 21.32 21.15 19.37 9.84 1.83
Basic shares outstanding (in thousa 7,86¢ 7,86¢ 7,86¢ 7,86¢ 8,50( 9,14¢
Other Financial Data:
Return on average ass 1.21)% 0.42% 1.22% 0.61% 1.63% (0.20)%
Return on average equity (10.23)% 78% 11.74% 6.16% 18.12% 5Q2%
Stockholders’ equity to assets 12.00% 11.70% 10.67% 10.05% 8.50% 4.30%
Average shares outstanding (in thousa 7,86¢ 7,86¢ 7,86¢ 7,86¢ 8,86: 8,11¢
Selected year end information:
Stock prce per share: B $ 10.0¢ 15.9( 25.9¢ 29.41 14.5( 1.0z
Ask 10.07 16.79 26.27 31.00 15.50 1.13

Per share amounts have been adjusted to give cetmaffect to the four-for-one stock split, whiobcurred during the

fiscal year ended September 30, 1999.



Selected Consolidated Financial and Other Data

The following tables include selected inforimatconcerning the financial position of NASB Ficéal, Inc., (including
consolidated data from the operations of subsikaifior the years ended September 30. Dollar ata@ua expressed in
thousands, except per share data.

SUMMARY STATEMEN T OF OPERATIONS 2011 201C 200¢ 200¢ 2007
Interest income $ 72,709 83,216 89,825 95,521 103,818
Interest expense 20,543 29,368 42,420 56,506 62,139
Net interest inconr 52,16¢ 53,84¢ 47,40 39,01t 41,67¢
Provision for loan losses 49,394 30,500 1,2%0 6,200 1,634
Net interest income after provision for loan lo: 2,772 23,34¢ 36,15¢ 32,81t 40,04¢
Other income 24,474 43,580 40,494 18,407 21,198
General and administrative expenses 53,698 637,6 46,716 36,819 36,329
Income (loss) before income tax expe (26,452 9,261 29,93: 14,40: 24,91«
Income tax expense (benefit) (10,184) 2,938 224, 5,107 9,595
Net income (los: $ (16,268 6,32¢ 18,70¢ 9,29¢ 15,31¢
Earnings (loss) per share:
Basic $ (2.07 0.8C 2.3¢ 1.1¢ 1.8¢
Diluted (2.07) 0.80 2.38 1.18 1.88
Average shares outstanding (in thousa 7,86¢ 7,86¢ 7,86¢ 7,86¢ 8,101
SUMMARY BALANCE SHEET 2011 201( 200¢ 200¢ 2007
Assets:
Bank deposit $ 99t 9,66¢ 60,77: 6,331 18,847
Stock in Federal Home Loan Bank 13,551 15,873 6,640 26,284 22,307
Securities 111,986 76,511 80,618 60,059 80,881
Loans receivable held for sale, 115,43¢ 179,84! 81,36 64,03( 47,23
Loans receivable held for investment, net 937, 1,041,041 1,238,995 1,280,490 1,269,359
Non-interest earning assets 94,484 111,257 711,1 79,567 67,856
Total asse $ 1,253,58. 1,434,191 1,559,56. 1,516,761 1,506,48:
Liabilities:
Customer & brokered deposit accot $ 809,67 933,45: 904,62! 769,37¢ 855,53¢
Advances from Federal Home Loan Bank 247,000 6,® 441,026 550,091 458,933
Subordinated debentures 25,774 25,774 25,774 7725 25,774
Nor-interest costing liabilitie 20,755 21,20 21,74¢ 19,10¢ 16,84¢
Total liabilities 1,103,206 1,266,434 1,398} 1,364,349 1,357,091
Stockholders’ equit 150,37¢ 167,76: 166,38t 152,41. 149,39:
Total liabilities and stockholders’ equity $1,253,584 1,434,196 1,559,562 1,516,761 1,506,483
Book value per sha $ 19.11 21.32 21.1¢ 19.37 18.9¢
OTHER DATA 2011 2010 2009 2008 2007
Loans serviced for othe $ 65,48¢ 60,637 93,35( 65,25: 84,73¢
Number of full service branches 9 9 9 9 9
Number of employees (fi-time equivalents 384 39¢ 367 32z 31z
Basic shares outstanding (in thousa 7,86¢ 7,86¢ 7,86¢ 7,86¢ 7,86¢



Management's Discussion and Analysis of Financiab@dition and Results of Operations

General

NASB Financial, Inc. (“the Company”) was fordnie April 1998 to become a unitary thrift holdingmpany of North
American Savings Bank, F.S.B. (“the Bank” or “NoAmerican”). The Company’s principal businessiptovide banking
services through the Bank. Specifically, the Bahtains savings and checking deposits from theipabld uses those funds
to originate and purchase real estate loans aret tithns. The Bank also purchases mortgage-bada@dities (‘“MBS”)
and other investment securities from time to timeanditions warrant. In addition to customer despthe Bank obtains
funds from the sale of loans held-for-sale, the sdisecurities available-for-sale, repaymentsxidtmg mortgage assets, and
advances from the Federal Home Loan Bank (“FHLBhe Bank’s primary sources of income are intesedbans, MBS,
and investment securities plus income from lendictivities and customer service fees. Expensesistgorimarily of
interest payments on customer and brokered deposit®ther borrowings and general and adminisgaidsts.

The Bank operates nine deposit branch locgtittmee residential loan origination offices, ame residential construction
loan origination office, primarily in the greateaKsas City area. The Bank also operates one canainezal estate loan
origination office at its headquarters in Grandvi®fissouri. Consumer loans are also offered thinahg Bank’s branch
network. Customer deposit accounts are insuretd aiowable limits by the Deposit Insurance FutidlE”), a division of
the Federal Deposit Insurance Corporation (“FDIQDn July 21, 2011, supervisory responsibilitytfoe Bank was
transferred from the Office of Thrift Supervisid®{[ S") to the Office of the Comptroller of the Cency (“OCC”), and
supervisory responsibility for the Bank’s holdingngpany was transferred from the OTS to the Boai@mfernors of the
Federal Reserve System (“Federal Reserve BoartFRB"), as required by the Dodd-Frank Wall Streefétm and
Consumer Protection Act. The Bank is also regdlatethe FDIC, and is subject to periodic examoratly both the OCC
and FDIC. The Bank is also subject to the regutetiof the FRB, which establishes rules regardisgnves that must be
maintained against customer deposits.

Forward-Looking Statements

We may from time to time make written or dffakward-looking statements,” including statemeatsitained in our filings
with the Securities and Exchange Commission (“SETHese forward-looking statements may be includetlis annual
report to shareholders and in other communicatigrthe Company, which are made in good faith bpwrsuant to the “safe
harbor” provisions of the Private Securities Litiga Reform Act of 1995.

These forward-looking statements include statgts about our beliefs, plans, objectives, geaigectations,
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 iderftifyvard-looking
statements. The following factors, among othera|dcoause our financial performance to differ matsr from the plans,
objectives, goals, expectations, anticipationsiedes and intentions expressed in the forwardit@pktatements:

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

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

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

» the timely development and acceptance of our nedumts and services and the perceived overall &l tleese
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' lang @egulations, including laws concerning taxeskiray, securities and
insurance;

« technological changes;

e acquisitions and dispositions;

» changes in consumer spending and saving habits;

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

» changes in the fair value or economic value of a@impents of, and risks associated with the Bankgstments in real
estate owned, mortgage backed securities and asgisets.



This list of important factors is not all-imslive. We do not undertake to update any forwao#itay statement,
whether written or oral, that may be made from ttméme by or on behalf of the Company or the Bank

Financial Condition
Total assets as of September 30, 2011, weB53$5 million, a decrease of $180.6 million frdme fprior year-end.
Average interest-earning assets decreased $190ighrfiom the prior year to $1,193.4 million.

As the Bank originates loans each month, mamagt evaluates the existing market conditionsterchine which loans
will be held in the Bank’s portfolio and which lcawill be sold in the secondary market. Residénii@atgage loans sold in
the secondary market are sold with servicing reléas converted into mortgage-backed securitieBE&V) and sold with
the servicing retained by the Bank. At the timea¢h loan commitment, a decision is made to eftbkt the loan for
investment, hold it for sale with servicing retainer hold it for sale with servicing released. fdgement monitors market
conditions to decide whether loans should be hette portfolio or sold and if sold, which methddsale is appropriate.
During the year ended September 30, 2011, the Begkated and purchased $1,599.3 million in magtgans held for
sale, $112.1 million in mortgage loans held foreistiment, and $3.0 million in other loans. Thigltof $1,714.4 million in
loan originations was a decrease of $158.1 millieer the prior fiscal year.

Loans held for sale as of September 30, 28&fe $115.4 million, a decrease of $64.4 millianfrSeptember 30, 2010.
This portfolio consisted entirely of residential mgage loans originated by the Company’s mortgageing division that
will be sold with servicing released. The Comphayg elected to carry loans held for sale at fdireyaas permitted under
GAAP.

The balance of total loans held for investnar&eptember 30, 2011, was $987.4 million, a desgref $86.0 million
from September 30, 2010. During fiscal 2011, totainations and purchases of mortgage loans #émet toans held for
investment were $115.1 million. At September 30, 2 the gross balance of loans secured by regdlenbperties was
$329.7 million, compared to $347.2 million at Sepiber 30, 2010. The gross balance of loans setyyrédsiness
properties was $409.7 million at September 30, 26&Mpared to $450.3 million as of the previousyeral. The gross
balance of construction and development loans w8&.8 million at September 30, 2011, a decrease $208.0 million at
September 30, 2010. The weighted average rateceammmans held for investment as of SeptembeRB01, was 6.13%, a
decrease from 6.25% at September 30, 2010.

Investment securities were $72.1 million aSeptember 30, 2011, an increase of $42.8 millomfSeptember 30, 2010.
During fiscal year 2011, the Bank purchased sdesrdf $81.3 million and sold $26.9 million of seties available for sale.
In addition, the Bank sold $1.5 million of seciwg#tiheld to maturity following a significant detedtion in the issuer’s
creditworthiness. The Company realized gross gafigd.1 million and no gross losses on the salkeeofirities during the
period. As lending opportunities continue to leitied in the current economic environment, the Camyancreased its
portfolio of corporate debt and trust preferredusties during the fiscal year. The weighted agereate earned on
investment securities as of September 30, 2011 4v8¥%6, a decrease from 5.20% at September 30, 2010

Mortgage-backed securities were $39.9 milasrof September 30, 2011, a decrease of $7.3 miliaon the prior year
end. During fiscal 2011, the Bank purchased mgegaacked securities of $8.8 million. The Compdidynot sell any
securities from its portfolio of mortgage-backediséies available for sale during the yedhe weighted average rate
earned on mortgage-backed securities as of Septe&3@b2011, was 4.72%, a decrease from 4.88% aeéer 30, 2010.

The Company'’s investment in LLCs, which is@atted for using the equity method, was $17.7 amlkat September 30,
2011, a decrease of $125,000 from September 3@. 2D(ring fiscal year 2010, the Company recordé@.8@ million
impairment charge related to its investment in €éilatte Holdings, LLC (“Central Platte”) and &.% million impairment
charge related to its investment in NBH, LLC (“NBH"There have been no events subsequent to Segt@&mb2010, that
would indicate an additional impairment in valuetttd Company’s investment in Central Platte or NBHich were $16.3
and $1.4 million, respectively, at September 30,120



The following graphs summarize the Companytaltassets as of September 30, 2011 and 2010:
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Total liabilities were $1,103.2 million at Sember 30, 2011, a decrease of $163.2 million fileenprevious year.
Average interest-costing liabilities during fisgalar 2011 were $1,131.9 million, a decrease of EL&illion from fiscal
2010.

Total customer deposit accounts at Septene2®BL1, were $784.7 million, a decrease of $8il8omfrom the prior
year-end. The total change in customer deposisscemprised of a decrease of $158.5 million inifieates of deposit,
offset by increases of $48.3 million in savingsasats, $13.2 million in money market demand accauamd $15.1 million
in demand deposit accounts. The Company heldaadb$25.0 million in brokered deposits at Septen®0, 2011, a
decrease of $41.9 million from September 30, 20I@is decrease was the result of the Company’sraged efforts to
reduce its reliance on brokered deposits. Theagneeinterest rate on customer and brokered detsisptember 30, 2011,
was 1.27%, a decrease of 59 basis points fromribeyear-end. The average balance of customebavkered deposits
during fiscal 2011 was $884.4 million, essentialhchanged from fiscal 2010.

Advances from the FHLB were $247.0 milliorSsiptember 30, 2011, a decrease of $39.0 millian ftee prior fiscal
year-end. During fiscal year 2011, the Bank bord#128.0 million of new advances and made $167l@mof
repayments. Management continues to use FHLB aggaas a primary funding source to provide opegdiguidity and to
fund the origination of mortgage loans.

Subordinated debentures were $25.8 million as pfe®eber 30, 2011. Such debentures resulted frerissimance of
pooled Trust Preferred Securities through the Catyipavholly owned statutory trust, NASB Preferrexdist | during fiscal
2007. The Trust used the proceeds from the ofjenrpurchase a like amount of the Company’s subateld debentures.
The debentures, which have a variable rate of 1.6%86 the 3-month LIBOR and a 30-year term, arestile assets of the
Trust. The debentures are callable, in whole qairt, after five years from the issuance date.

Total stockholders’ equity as of September28,1 was $150.4 million (12.0% of total assefBhis compares to $167.8
million (11.7% of total assets) at September 30,200n a per share basis, stockholders’ equity$48sl1 on September
30, 2011, compared to $21.32 on September 30, 2010.

The Company did not pay any cash dividendsststockholders during the year ended Septembe2@®0L. In
accordance with the April 2010 supervisory agregmehich is described more fully in Footnote 26 tbompany is
restricted from the payment of dividends or othegrital distributions during the period of the agneat without prior written
consent from its primary regulator.

Net Interest Margin

The Bank’s net interest margin is comprisethefdifference (“spread”) between interest incandoans, MBS, and
investments and the interest cost of customer avkebed deposits, FHLB advances, and other borigsvilManagement
monitors net interest spreads and, although canstidy certain market, economic, and competitamidrs, it establishes
loan rates and customer deposit rates that maxingzaterest margin.

During fiscal year 2011, average interest-agrassets exceeded average interest-costingtiebiby $61.4 million,
which was 4.7% of average total assets. In figeal 2010, average interest-earning assets exceedeae interest-costing
liabilities by $94.7 million, which was 6.5% of aage total assets.

The net interest spread (earning yield lessing rate) for the fiscal year ended SeptembeB8@1, was 4.28%, an
increase of 55 basis points from the prior yedne fet interest spread for the fiscal year endgtdeSer 30, 2010, was
3.73%, an increase of 78 basis points from ther year



The table below presents the total dollar am®of interest income and expense on the indicateounts of average
interest-earning assets or interest-costing ligdslj with the average interest rates for the gedrat the end of each year.
Average yields reflect yield reductions due to maerual loans. Average balances and weighted gesfields at year-end
include all accrual and non-accrual loans. Ddlaounts are expressed in thousands.

As of As of As of
Fiscal 2011 9/30/11 Fiscal 2010 9/30/10 Fiscal 2009 9/30/09
Average Yield/ Yield/ Average Yield/ Yield/ Average Yield/ Yield/
Balance Interest Rate Rate Balance  Interest  Rate Rate Balance Interest Rate Rate
Interest-earning assets:
Loans receivable $1,070,569 66,445 6.21% 591%$ 1,262,456 78,508 6.22% 597%% 1,352,561 84,934 6.28% 6.29%
Mortgage-backed securiti¢ 44,09¢ 2,281  5.17% 4.72% 65,42( 3,17t 4.85% 4.88% 54,674 2,042 3.73%  4.48%
Investment 67,62¢ 3,97t  5.88% 4.87% 35,80¢ 1,521 4.25% 5.20% 57,55¢ 2,75( 4.78%  3.51%
Bank deposit 11,08! 8 0.07% 0.01% 20,38« 12 0.06% 0.01% 26,264 99 0.38%  0.01%
Total earning asse 1,193,37. _ 72,70¢  6.09% 5.79% 1,384,061 _ 83,21¢ 6.01% 5.86% 1,491,05.  89,82f  6.02% 5.88%
Non-earning asse 109,26: 79,65¢ 65,06
Total $  1,302,63 $ 1,463,72. $  1,556,11

Interes-costing liabilities
Customer checking and
savings deposit accounts $ 209,737 1,052 0.50% 0.44% $ 185,281 1,110 0.60% 0.50% $ 169,124 1,487 0.88%  0.80%
Customer and brokered

certificates of deposit 674,655 14,169 2.10% 1.67% 699,011 16,366 2.34% 2.21% 698,747 23,524 337% 2.58%
FHLB advance 222,55 4,82¢  2.17% 1.03% 380,11 11,38¢  3.00% 3.44% 491,04( 16,552 3.37% 2.99%
Subordinated debentu 25,00( 484  1.98% 1.90% 25,00( 504 2.02% 2.13% 25,00( 857 3.42% 2.14%

Total costing liabilitie 1,131,94: 20,547 1.81% 1.23% 1,289,40- 29,36¢  2.28% 2.23% 1,383,91 42,42( 3.07% 2.47%

Non-costing liabilitie: 14,90: 6,26¢ 13,617
Stockholders’ equity 155,788 168,049 158,588
Total $ 1,302,634 $ 1,463,722 $ 1,556,116
Net earning balance $ 61,429 $ 94,662 $ 107,142
Earning yield less costing rate 4.28% 4.56% 3.73% 3.63% 2.95% 3.41%
Avg. interest-earning assets $,193,372 $ 1,384,066 $ 1,491,053
Net interes 52,16¢ 53,84¢ 47 408
Net yield spread on avg.
interest-earning assets 4.37% 3.89% 3.18%

The following tables set forth information aeding changes in interest income and interestresgpeFor each category of
interest-earning asset and interest-costing ligbiliformation is provided on changes attributable(1) changes in rates
(change in rate multiplied by the old volume), ¢Banges in volume (change in volume multipliedhi®yold rate), and (3)
changes in rate and volume (change in rate m@tddy the change in volume). Average balancek]s/end rates used in
the preparation of this analysis come from the gulexy table. Dollar amounts are expressed in tuils

Year ended September 30, 2011

compared t
year ended September 30, 2010
Rate
Rate Volume Volume Total

Components of interest income:

Loans receivable (126, (11,935 2 (12,063

Mortgage-backed securities 209 033) (69) (894)

Investments 584 1,352 518 2,45

Bank deposil 2 (6) -- (4)
Net change in interest income 669 q23) 447 (10,507)
Components of interest exper

Customer and brokered deposit accounts (2,299 2 42 (2,255)

FHLB advances (3,155) (4,727) 223 (6,560)

Subordinated debentu (10) - - (10)
Net change in interest expense (5,464) 728), 1,364 (8,825)
Increase (decrease) in net interest income $ 6,13 (6,898 (917 (1,682




Year ended September 30, 2010

compare to
year ended September 30, 2009
Rate
Rate Volume Volume Total

Components of interest income:

Loans receivable (812 (5,659 45 (6,426

Mortgage-backed securities 612 401 120 1,133

Investments (305) (1,040) 116 @92

Bank deposil (84) (22) 18 (87)
Net change in interest income (589) ,326) 300 (6,609)
Components of interest exper

Customer and brokered deposit accounts (7,811 473 (297) (7,535)

FHLB advances (1,817) (3,738) 391 (5,164)

Subordinated debentu (350 - (3) (353
Net change in interest expense (9,978) 2683, 191 (13,052)
Increase (decrease) in net interest income $ 9,38¢ (3,055 10¢ 6,44%

Comparison of Years Ended September 30, 2011 and 2D
For the fiscal year ended September 30, 2B&lCompany had a net loss of $16.3 million, or.G&{2per share,
compared to net income $6.3 million, or $0.80 ferrs in the prior year.

Total interest income for the year ended Sapér 30, 2011, was $72.7 million, a decrease of3pallion from fiscal
year 2010. The average yield on interest-earrssgta increased during fiscal 2011 to 6.09% frdt%. during fiscal 2010,
which resulted in an increase in interest incom$689,000. The average balance of interest-eaasngts decreased from
$1,384.1 million during fiscal 2010 to $1,193.4lroih during fiscal 2011, resulting in a decreasenterest income of $11.6
million.

Interest income on loans decreased $12.1omith $66.4 million in fiscal 2011, compared to & Biillion during fiscal
2010. A decrease of $11.9 million resulted fro181.9 million decrease in the average balanceanfd outstanding over
the prior year. Additionally, a decrease of $126,0esulted from a 1 basis point decrease in theage yield on loans
outstanding during the fiscal year. The weighteerage rate on loans receivable at September 30, 2@as 5.91%, a 6
basis point decrease from September 30, 2010rebitencome on mortgage-backed securities decre&kas®t/000 to $2.3
million in fiscal 2011, compared to $3.2 millionrihg fiscal 2010. A decrease of $1.0 million résdlfrom a $21.3 million
decrease in the average balance of mortgage-baekedities from the prior year. This decrease peatially offset by an
increase of $209,000 resulting from a 32 basistpoarease in the average yield on mortgage-baskedrities during the
fiscal year. Interest and dividend income on itwesit securities increased $2.5 million to $4.Qiamlin fiscal 2011,
compared to $1.5 million during fiscal 2010. Awriease of $1.4 million resulted from a $31.8 milliacrease in the
average balance of investment securities from tloe pear. In addition, interest and dividend ineoon investment
securities increased as a result of a 163 basid pairease in the average yield on investmentrgesiduring the fiscal
year.

Total interest expense during the year endgde®nber 30, 2011, decreased $8.8 million fronpti@ year. Specifically,
interest on customer and brokered deposit accaeueased $2.3 million during fiscal 2011, resglfimm a 26 basis point
decrease in the average rate paid on such intewesihg liabilities. Interest on FHLB advancesrdesed $6.6 million
during fiscal 2011. A decrease of approximately’$4illion resulted from a $157.6 million decreas¢he average balance
of FHLB advances over the prior year. In additioterest on FHLB advances decreased as a resaitt 88 basis point
decrease in the average rate paid on such liakikituring the fiscal year. Management continueséFHLB advances as a
primary source of short-term financing.

The Bank’s net interest income is impactedignges in market interest rates, which have vayiedtly over time.
Changing interest rates also affect the level ahlprepayments and the demand for new loans. Mamag monitors the
Bank’s net interest spreads (the difference betwesds received on assets and paid on liabilittes), although constrained
by market conditions, economic conditions, and pridinderwriting standards, it offers deposit rated loan rates that
maximize net interest income. Since the relatpread between financial assets and liabilitieoisstantly changing, North
American’s current net interest spread may notrbmdication of future net interest income.



The provision for losses on loans was $49lamiduring the year ended September 30, 2011 peged to $30.5 million
during fiscal 2010. The allowance for loan loss@s $70.3 million or 7.12% of the total loan politidield for investment
and approximately 170% of total nonaccrual loansfé&eptember 30, 2011. This compares with amalhce for loan
losses of $32.3 million or 3.01% of the total Iqgeortfolio held for investment and approximately ¥4 6f the total
nonaccrual loans as of September 30, 2010.

During the quarter ended March 31, 2011, tbm@any adopted ASU 2011-02, as more fully describdebotnote 1 of
the consolidated financial statements. The amentiie ASU 2011-02 require prospective applicatibthe impairment
measurement guidance in ASC 310-10-35 for thosaivables newly identified as impaired. As a resfihdopting ASU
2011-02, the Company reassessed all restructutiag®ccurred on or after October 1, 2010, therireégg of the current
fiscal year, for identification as Troubled Debtdiecturings (“TDRs”). The Company identified asubled debt
restructurings certain receivables for which tHevedince for credit losses had previously been nredsunder a general
allowance for credit losses methodology. Uponfifigng those receivables as TDRs, the Companytified them as
impaired under the guidance in Section 310-10&6the end of March 31, 2011, the period of adaptibe recorded
investment in receivables for which the allowarmedredit losses was previously measured undenargkeallowance for
credit losses methodology and are now impaired WASE 310-10-35 was $28.1 million, and the resgliimcrease in the
allowance for credit losses associated with theseivables, on the basis of a current evaluatidass, was $8.0 million. In
addition, the Company identified loans with a relgat investment of $6.7 million which were previguseemed impaired
under the guidance in ASC 310-10-35, but were aosidered TDRs. As a result of adopting the amemdsnn ASU 2011-
02, these loans were identified as TDRs and thétieg increase in the allowance for credit losassociated with those
receivables, on the basis of a current evaluatidoss, was $3.3 million. This increase in estiatbioss was due to the
Company's adoption of a change in methodology &uing its real estate development portfolio, gittesm current adverse
economic environment, during the quarter ended M&dg 2011. This change is described in Footnpte®éns Receivable.

In addition to the adoption of ASU 2011-02¢dam connection with the determination of impairmehe Company
performed a review of 1) its historical residentiavelopment loan foreclosures since 2008; 2Jjahtzed sale prices versus
both original and subsequent appraisals; 3) theatian trends in unsold foreclosed assets; anthctdrs affecting the
current outlook for real estate development loangHe foreseeable future. Given the current adveconomic environment
and negative outlook in the residential developneal estate market, the Company reassessed todwddgy for the
valuation of loans in its real estate developmentfplio and adopted a change in methodology feirthaluation as of
March 31, 2011, that applies downward “qualitatieeljustments to the real estate appraised valuesdwential
development loans that are deemed impaired. Mamagiebelieves that these qualitative appraisalsiiients more
accurately reflect real estate values in lightezfemt sales experience and economic conditions chlange in methodology
increased the provision for loan losses by $18IBomiduring the quarter ended March 31, 2011.

During the quarter ended June 30, 2011, tmk Bavised its methodology for calculating of tliequacy of its allowance
for loan and lease losses by incorporating multifd¢orical “look-back” periods from which loss dés used to formulate
estimated future loss ratios. These ratios aréeapfp the various loan portfolios for purposeesfimating future losses and
calculating adequate levels of allowance for loat lease losses (“ALLL"). In addition, the Bankmaihated the use of the
2%, 10%, and 50% ALLL ratios which were appliedasets classified as special mention, substanadaddioubtful,
respectively. The Company is now using historioa severity and increased historical loss frequeatios to calculate the
ALLL associated with such classified assets, whadulted in a $3.1 million increase in the ALLL ohg the quarter ended
June 30, 2011.

Based upon the significant increase in formale frequency and loss severity ratios withinBhek’s portfolios and other
gualitative factors related to the current econoroieditions, the Bank increased its general compiooieallowance for loan
losses during the fiscal year ended September,.2The balance of general reserves in the afioe/éor loan losses
increased to $31.2 million, from $17.7 million afember 30, 2010. During the same time periadb#iance of loans
receivable held to maturity decreased from $1,0%8ldon at September 30, 2010, to $987.4 milliarsaptember 30, 2011.
The Bank does not routinely obtain updated applsafeatheir collateral dependent loans that areaulversely classified.
However, when analyzing the adequacy of its allaedior loan losses, the Bank considers potentahgés in the value of
the underlying collateral for such loans as onthefsubjective factors used to estimate futureslgsthe various loan pools.
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Management believes that the allowance fads®n loans and real estate owned is adequaté&Saptember 30, 2011.
The provision can fluctuate based on changes ina@ui conditions, changes in the level of clasdifissets, changes in the
amount of loan charge-offs and recoveries, or ceaugother information available to managemerite process for
determining the amount of the ALLL includes vari@ssumptions and subjective judgments about theatability of the
loan portfolio, including the creditworthiness afrdorrowers and the value of real estate and atbsets that serve as loan
collateral. In determining the appropriate amafrthe ALLL, management relies on loan quality esvs, past experience,
an evaluation of economic conditions, and assetat@ins and appraisals, among other factors.

With regard to loan portfolio concentrationsseptember 30, 2011, loans secured by busineperpies made up 37% of
the Bank’s total loans receivable, and 19% of fl@wance for loan losses was allocated to suchdodrhis compares to
32% of total loans receivable and 21% of the alloweaat September 30, 2010. At September 30, 204ds secured by
residential properties made up 40% percent of #ekB total loans receivable, and 10% of the allovesfor loan losses was
allocated to such loans. This compares to 46%taf toans receivable and 14% of the allowancesgtednber 30, 2010. At
September 30, 2011, construction and developmanslmade up 15% of the Bank’s total loans recedyaiiid 60% percent
of the allowance for loan losses was allocatedith $oans. This compares to 15% of total loansiveble and 59% of the
allowance at September 30, 2010.

Total other income for fiscal year 20tvhs $24.5 million, a decrease of $19.1 million fridra amount earned in fiscal
year 2010. Specifically, provision for loss onlrestate owned increased $8.7 million due to deslin value of foreclosed
assets held for sale. This increase was largelyasult of a change in methodology adopted byCth@pany during the
guarter ended March 31, 2011, related to the vialualf its residential development real estatefpbiotthat applied
downward “qualitative” adjustments to the real tsstgppraised values for foreclosed developmentgstigs. Management
believed that these qualitative appraisal adjustsneiore accurately reflect real estate valuegint bf the sales experience
and economic conditions that have recently beeargbd. Gain on sale of loans held for sale deerk&g.3 million, due to
a decrease in the volume of residential mortgagedriginated and sold by the Bank’s mortgage ibgrdivision during
the period. Gain on sale of securities availabiteshle decreased $4.5 million due to a significkeadine in the volume of
such sales during the period. Customer servicedad charges decreased $1.1 million primarilytduedecrease in
miscellaneous loan fees resulting from the decreasssidential mortgage loan origination volumecampared to the same
period in the prior year. Impairment loss on iriment securities increased $640,000 due to recgmtinother-than-
temporary impairment of one trust preferred seguwvithin the Bank’s portfolio that was called dugithe quarter ended
September 30, 2011. Loan servicing fees decre&®2d 000 due primarily to an increase in capitaligervicing
amortization during the fiscal year. These de@eas other income were partially offset by a $8illion decrease in
impairment loss on investment in LLCs resultingtirompairment charges related to the Company’s invests in Central
Platte Holdings, LLC and NBH, LLC during fiscal ye2010. In addition, other income increased $222 @@e primarily to
the effect of recording the net fair value of cerfaan-related commitments in accordance with GAAP

Total general and administrative expensefigoal 2011, was $53.7 million, a decrease of $dildon from the prior
year. Specifically, commission-based mortgage imgnéompensation decreased $4.4 million due prigntria decrease in
mortgage banking volume from the prior year, amtefal deposit insurance premiums decreased $1lidmilThese
decreases were partially offset by a $955,000 asmén compensation and fringe benefits resultimgarily from the
addition of personnel in the Company’s mortgageklvay) information technology, loan servicing, anternal asset review
departments. In addition, other expense incre@6&&,000 due primarily to increases in data prangdees, consulting
fees, and other expenses related to the Compaamdang operations such as credit and appraisal tleegffect of which
was partially offset by a decrease in legal feésted to the Bank’s construction and developmenifql@.
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Comparison of Years Ended September 30, 2010 and@D
For the fiscal year ended September 30, 20@0Company had net income of $6.3 million, or $0@r share, compared
to net income $18.7 million, or $2.38 per sharthmprior year.

Total interest income for the year ended Sapér 30, 2010, was $83.2 million, a decrease @ #8llion from fiscal
year 2009. The average yield on interest-earrssgta decreased slightly during fiscal 2010 to%.&bm 6.02% during
fiscal 2009, which resulted in a decrease in istereeome of $589,000. The average balance afdstearning assets
decreased from $1,491.1 million during fiscal 26©%$1,384.1 million during fiscal 2010, resultinga decrease in interest
income of $6.3 million.

Interest income on loans decreased $6.4 mitbhab78.5 million in fiscal 2010, compared to $B#illion during fiscal
2009. A decrease of $5.7 million resulted fron98.% million decrease in the average balance ofd@atstanding over the
prior year. Additionally, a decrease of $812,08€ufted from a 6 basis point decrease in the ageriatd on loans
outstanding during the fiscal year. The weighteerage rate on loans receivable at September 3@, 2s 5.97%, a 32
basis point decrease from September 30, 2009rebttemcome on mortgage-backed securities incredsddmillion to $3.2
million in fiscal 2010, compared to $2.0 millionrthg fiscal 2009. An increase of $401,000 resuftech a $10.7 million
increase in the average balance of mortgage-bas@dities from the prior year. Additionally, artiease of $612,000 was
the result of a 112 basis point increase in theaaeeyield on mortgage-backed securities durinditioal year. Interest and
dividend income on investment securities decre&§e million to $1.5 million in fiscal 2010, comat to $2.8 million
during fiscal 2009. A decrease of $1.0 millionulesd from a $21.7 million decrease in the avetaaglance of investment
securities from the prior year. In addition, isrand dividend income on investment securitiesedsed as a result of a 53
basis point decrease in the average yield on imergtsecurities during the fiscal year.

Total interest expense during the year endgxde®nber 30, 2010, decreased $13.1 million fronptie year.
Specifically, interest on customer and brokeredd#mccounts decreased $7.5 million during fi€Hl0. Of that decrease,
approximately $7.8 million resulted from a 90 basiint decrease in the average rate paid on stetest-costing liabilities.
This decrease was patrtially offset by a $473,00€eise in interest on customer and brokered depakith resulted from a
$16.4 million increase in the average balance ofi $iabilities. A decrease in interest on FHLB adees of approximately
$3.7 million resulted from a $110.9 million decreds the average balance of FHLB advances ovepribe year.
Additionally, the average rate paid on FHLB advandecreased 37 basis points, which resulted ircieedse in interest on
FHLB advances of approximately $1.8 million froradal year 2009. Management continues to use FHlvBraces as a
primary source of short-term financing. Interegbense on subordinated debentures decreased @858gulting from a
140 basis point decrease in the average rate pasdch liabilities from the prior year.

The provision for losses on loans was $30/8amiduring the year ended September 30, 2010 pesed to $11.3 million
during fiscal 2009. The allowance for loan loss@s $32.3 million or 3.01% of the total loan politicheld for investment
and approximately 110% of total nonaccrual loansfé&&eptember 30, 2010. This compares with amalhce for loan
losses of $20.7 million or 1.64% of the total Iqguortfolio held for investment and approximately 5d%éhe total nonaccrual
loans as of September 30, 2009. The increaseiallbwance for loan loss of $11.6 million resulfezim the $30.5 million
provision for loss, which was partially offset bgtrtharge-offs for the year of $18.9 million. Tiherease in the provision
for loss from the prior year resulted primarilyrfioncreases in loans classified as substandammssrduring fiscal 2010. In
addition, the Company enhanced its ALLL methodoldgying the fiscal year to incorporate a shortstdrical loss “look-
back” period, and to more formally document quéirsafactors used to determine the appropriatel lefvallowance for
losses on loans. Management believes that thegmovor loan losses is sufficient to provide éotevel of loan loss
allowance at year end that would adequately absbdstimated credit losses on outstanding balaoeesthe subsequent
twelve-month period.The provision can fluctuate based on changes inao@ conditions, changes in the level of clasdifie
assets, changes in the amount of loan charge+udfsexcoveries, or changes in other informationlalsté to management.
Also, regulatory agencies review the Company’svedliaces for losses as a part of their examinationgss and they may
require changes in loss provision amounts baseadformation available at the time of their examioat

In accordance with the Supervisory Agreemémtmil 30, 2010, with the Office of Thrift Supewsibn, which is described
more fully in Footnote 25, the Bank was require@gage a third-party consultant to perform anpedeent review of a
significant portion of its non-homogenous loan faids, an independent assessment of its intersedtaeview structure, and
an independent assessment of its allowance fordodrease losses methodology. This review waplied during the
quarter ended June 30, 2010, and resulted in aease in classified assets, primarily in the Bané&dential land
development portfolio. As new home and lot saleginoe to slow in the current economic environmernagement
determined that the primary source of repaymenstdich loans was weakened and that it was prudetageify them,
typically as substandard. It should be noted titipugh they are adversely classified, many es¢hHoans continue to
perform according to their contractual terms asdsuch, are not deemed impaired at September 20, 20
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With regard to loan portfolio concentrationsSaptember 30, 2010, loans secured by businepgiies made up 32% of
the Bank’s total loans receivable, and 21% of {l@vance for loan losses was allocated to suchdodrhis compares to
34% of total loans receivable and 43% of the alloegaat September 30, 2009. At September 30, 2048 secured by
residential properties made up 46% percent of #iekB total loans receivable, and 14% of the allovesfor loan losses was
allocated to such loans. This compares to 34%taf toans receivable and 18% of the allowancesgtenber 30, 2009. At
September 30, 2010, construction and developmanslmade up 15% of the Bank’s total loans recedyaid 59% percent
of the allowance for loan losses was allocatedith $oans. This compares to 23% of total loansivable and 30% of the
allowance at September 30, 2009.

Total other income for fiscal year 2010 wa8.$4million, an increase of $3.1 million from theaunt earned in fiscal
year 2009. Specifically, gain on sale of loansitel sale increased $7.6 million due to increasedtgage banking volume
and spreads from the prior year. Gain on salectiities available for sale increased $993,000td@ increased volume
of securities sold during the year. Customer serfées and charges increased $753,000 due psirt@eh increase in
miscellaneous loan origination fees resulting fitbmincrease in mortgage banking volume. Loaniceryfees increased
$295,000 due primarily to a decrease in capitalsgrgicing amortization, which resulted from a @ase in actual
prepayments and estimated future repayments afrttierlying mortgage loans during the period. Theseases were
partially offset by a $1.5 million decrease in athreome related resulting from an increase in asps related to foreclosed
assets held for sale. Provision for loss on rs@te owned increased $1.9 million due primarilgéterioration in the value
of foreclosed assets held for sale during the y&aaddition, the Company recorded a $3.1 miliimpairment charge
related to the Company'’s investment in LLCs dufisgal 2010.

Total general and administrative expensefigoal 2010 were $57.7 million, an increase of $lrillion from the prior
year. Specifically, compensation and fringe begaéficreased $1.1 million due primarily to the didai of personnel in the
Company'’s information technology, mortgage bankany] loan servicing departments. Commission-basathjage
banking compensation increased $4.5 million dumarily to an increase in mortgage banking volunme spreads from the
prior year. Federal deposit insurance premium es@éncreased $1.6 million due to an increasesuarance rates during the
year. Advertising and business promotion expenseased $869,000 from the prior year due to cekdted the Company’s
rebranding efforts and due to an increase in cefdted to the mortgage banking operation. Presvdase equipment
expenses increased $248,000 due primarily to isedkdepreciation and maintenance costs relatdée tGampany’s
software applications. Additionally, other expemsgreased $2.7 million from the prior year duenarily to increases in
legal, consulting, and audit fees and other opagagkpenses related to the Company’s lending dpagat

Asset/Liability Management

Management recognizes that there are certarkatrisk factors present in the structure ofBhek’s financial assets and
liabilities. Since the Bank does not have mateatabunts of derivative positions, equity securjt@sforeign currency
positions, interest rate risk (“IRR") is the prirganarket risk that is inherent in the Bank’s pditfo

The objective of the Bank’s IRR managementess is to maximize net interest income over agafigpossible interest
rate paths. The monitoring of interest rate sifitsiton both the interest-earning assets andrterést-costing liabilities are
key to effectively managing IRR. Management mam#tan IRR policy, which outlines a methodology fieonitoring
interest rate risk. The Board of Directors revighis policy and approves changes on a quartesdisb@ihe IRR policy also
identifies the duties of the Bank’s Asset/Liabil@pmmittee (“ALCO”). Among other things, the ALO®responsible for
developing the Bank’s annual business plan andstment strategy, monitoring anticipated weekly fasls, establishing
prices for the Bank’s various products, and impleting strategic IRR decisions.

On a quarterly basis, the Bank monitors thienage of changes that would potentially occurt$aniet portfolio value

(“NPV") of assets, liabilities, and off-balance shiems assuming a sudden change in market ihteites. Management
presents a NPV analysis to the Board of Directachejuarter and NPV policy limits are reviewed apgroved.
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The following table is an interest rate seaviyt analysis, which summarizes information praaddby the OCC that
estimates the changes in NPV of the Bank’s podfofiassets, liabilities, and off-balance sheeh#given a range of
assumed changes in market interest rates. Thegeutations estimate the effect on the Bank’s NP¥roinstantaneous and
sustained change in market interest rates of pldsr@nus 300 basis points, as well as the Bank'seotiIRR policy limits
on such estimated changes. The computations @fstiveated effects of interest rate changes ardbas numerous
assumptions, including a constant relationship betwthe levels of various market interest ratesestichates of
prepayments of financial assets. The OCC compliisdnformation using data from the Bank’s ThAfhancial Report as of
September 30, 2011. The model output data asedaiéth the -200 and -300 basis point scenariosswppressed because
of the relatively low current interest rate enviment. Dollar amounts are expressed in thousands.

NPV as % of PV of

Changes i asset
marke Net Portfolio Valu Board approve
interest rates  $ Amount $ Change % Change Actual minimum
+ 3% 162,985 (52,202) -24% 13.4% 6%
+ 2% 182,36° (32,820 - 15% 14.6% 6%
+1% 200,624 (14,563) -7% 15.8% 7%
no change 215,188 -- -- 16.6% 8%
-1% 221,92: 6,73 +3% 17.0% 8%
-2% - - - - 8%
-3% - - - - 8%

Management cannot predict future interestratel the effect of changing interest rates orrdutet interest margin, net
income, or NPV can only be estimated. However,agament believes that its overall system of moimitpand managing
IRR is effective.

Impact of Inflation and Changing Prices

The consolidated financial statements andedldata presented have been prepared in accordéhcaccounting
principles generally accepted in the United StafeSmerica, which require the measurement of filangosition and
operating results in terms of historical dollarshwut considering changes in the relative purclgggower of money over
time due to inflation. Unlike most industrial coampes, most of the Bank’s assets and liabilitiesraonetary in nature.
Except for inflation’s impact on general and admsiirdtive expenses, interest rates have a mordisattiimpact on the
Bank’s performance than do the effects of inflatidtowever, the level of interest rates may beiigantly affected by the
potential changes in the monetary policies of tbarl of Governors of the Federal Reserve Systean attempt to impact
inflation. Interest rates do not necessarily miovihe same direction or in the same magnitudéeagptices of goods and
services.

Changing interest rates impact the demanddar loans, which affect the value and profitabifyNorth American’s loan
origination department. Rate fluctuations inversdfect the value of the Bank’s mortgage servigiogtfolio because of
their impact on mortgage prepayments. Fallingsratially stimulate a demand for new loans, whiekea the mortgage
banking operation more valuable. However, this alscourages mortgage prepayments, which depletestue of
mortgage servicing rights. Rising rates genettalye the opposite effect on these operations.

Impact of Current Economic Conditions

The current protracted economic decline colinto present financial institutions with unpresrgdd circumstances and
challenges which in some cases have resultedde Beclines in the fair values of investments ahéroassets, constraints
on liquidity and significant credit quality probletrincluding severe volatility in the valuationrefil estate and other
collateral supporting loans. The financial statetadnave been prepared using values and informetioently available to
the Company.

Given the volatility of current economic cotigls, the values of assets and liabilities recoiidehe financial statements

could change rapidly, resulting in material futaddustments in asset values, the allowance for llmsses, and capital that
could negatively impact the Company’s ability toaneegulatory capital requirements and maintaifigaht liquidity.
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Liquidity and Capital Resources

The Bank is required to maintain sufficiequiidity to ensure safe and sound operation. Néntierican maintains a level
of liquid assets adequate to meet the requirenzémsrmal banking activities, including the repayrnef maturing debt and
potential deposit withdrawals. The Bank’s primaoyrces of liquidity are the sale and repaymeinanis, retention of
existing or newly acquired retail deposits, and Bridvances. Management continues to use FHLB adgaas a primary
source of short-term funding. FHLB advances aceiissl by a blanket pledge agreement of the loarsaadrities portfolio,
as collateral, supported by quarterly reportinglafible collateral to FHLB. Available FHLB borromgs are limited based
upon a percentage of the Bank’s assets and eligdtlateral, as adjusted by appropriate eligibidityd maintenance levels.
Management continually monitors the balance ofildigcollateral relative to the amount of advangetstanding. At
September 30, 2011, the Bank had a total borroeémzcity at FHLB of $293.3 million, and outstandadyances of $247.0
million. The Bank has established relationshipghwarious brokers, and, as a secondary sourdgquidlity, the Bank may
purchase brokered deposit accounts.

The Bank entered into a Supervisory Agreeméitthe Office of Thrift Supervision on April 32010, which, among
other things, required the Bank to reduce its nelieon brokered deposits. The OTS subsequentlypapgpithe Bank’s plan
to reduce brokered deposits to $145.0 million hyeJ80, 2010, to $135.0 million by June 30, 2011 tarfi125.0 million by
June 30, 2012. As of September 30, 2011, the Bdmkilsered deposits totaled $25.0 million. Thus, Bank could acquire
an additional $110.0 million in brokered depositd atill comply with the plan as of September 3.2

Fluctuations in the level of interest ratgsdglly impact prepayments on mortgage loans andgage related securities.
During periods of falling rates, these prepaymémtsease and a greater demand exists for new |oBms.Bank’s ability to
attract and retain customer deposits is partiatlydacted by area competition and by other altereativestment sources that
may be available to the Bank’s customers in varintesest rate environments. Management belidhegsthe Bank will
retain most of its maturing time deposits in theefeeable future. However, any material fundirggdsehat may arise in the
future can be reasonably satisfied through theofiselditional FHLB advances and/or brokered deposithe Bank’s
contingency liquidity sources include the Federas&ve discount window and sales of securitiedahlaifor sale.
Management is not currently aware of any otherdsemarket conditions, or other economic factoas tiould materially
impact the Bank’s primary sources of funding oeeffits future ability to meet obligations as tloeyne due. Although
future changes to the level of market interestsr&g@incertain, management believes its sourcisdfng will continue to
remain stable during upward and downward intetatst @environments

Off Balance Sheet Arrangements and Contractual Obdjations

Various commitments and contingent liabilitergse in the normal course of business, whichateequired to be
recorded on the balance sheet. The most signifafahese are loan commitments and standby letfeceedit. The bank
had outstanding commitments to originate mortgages for its portfolio and standby letters of ctéalialing $10.5 million
and $1.0 million, respectively, at September 3@,120In addition, the Bank had outstanding commitisi¢o originate
mortgage loans totaling $231.3 million at Septendi:r2011, which it had committed to sell to outsidvestors. Since
commitments may expire unused or be only partizdlyd, these totals do not necessarily reflectdéutash requirements.
Management does not anticipate any material lemsgiag from commitments and contingent liabiliteesd believes that
there are no material commitments to extend cthdttrepresent risk of an unusual nature.

Management anticipates that the Company wiitioue to have sufficient funds through repayment$ maturities of
loans and securities, deposits and borrowings etetits commitments.

The following table discloses payments du¢henCompany’s contractual obligations at SepterBbe2011:

Due in less Due from one Due from three Due @mam
Total than one ye: to three yeal to five year than five year
Advance from FHLB $ 247,00( 147,00( 25,00( 75,00( -
Subordinated debentures 25,774 - -- -- 25,774
Operating leas: 4,85¢ 87& 1,62¢ 1,51¢ 843
Total contractual bligations $ 277,63( 147,87 26,62¢ 76,51¢ 26,617
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Critical Accounting Policies

The Company has identified the accounting polibiglew as critical to the Company’s operations andriderstanding
the Company’s consolidated financial statementsdloWwing is an explanation of the methods and aggiams underlying
their application.

Allowance for Loan and Lease Losses

The Allowance for Loan and Lease Losses (“Abulecognizes the inherent risks associated witldileg activities for
individually identified problem assets as well as entire homogenous and non-homogenous loan fastfoALLLS are
established by charges to the provision for lo@sds and carried as contra assets. Managemeyeestie adequacy of the
allowance on a quarterly basis and appropriateipians are made to maintain the ALLLs at adequatels. At any given
time, the ALLL should be sufficient to absorb adeall estimated credit losses on outstandinghbakover the next twelve
months. While management uses information cuyevhilable to determine these allowances, theyfloatuate based on
changes in economic conditions and changes imfbemation available to management. Also, reguaémencies review
the Bank’s allowances for loan loss as part ofrtBeamination, and they may require the Bank togeize additional loss
provisions, within their regulatory filings (the fith Financial Report), based on the informatiomitable at the time of their
examinations.

The ALLL is determined based upon two compaseiT he first is made up of specific reserveddans which have been
deemed impaired in accordance with Generally Aamkpiccounting Principles (“GAAP”). The second campnt is made
up of general reserves for loans that are not iragai A loan becomes impaired when managementesli¢ will be unable
to collect all principal and interest due accordioghe contractual terms of the loan. Once a lwbeen deemed impaired,
the impairment must be measured by comparing t@ded investment in the loan to the present valuke estimated
future cash flows discounted at the loan’s effectiate, or to the fair value of the loan basedheridan’s observable market
price, or to the fair value of the collateral itloan is collateral dependent. The Bank recomsiseaific allowance equal to
the amount of measured impairment.

Loans that are not impaired are evaluateddhagen the Bank’s historical loss experience, dbagevarious subjective
factors, to estimate potential unidentified loss#hin the various loan portfolios. These loans eategorized into pools
based upon certain characteristics such as loan tygblateral type and repayment source. The Bdok's history is
analyzed in terms of loss frequency and loss sgvelioss frequency represents the likelihood ahlenot repaying in
accordance with their original terms, which wowgdult in the foreclosure and subsequent liquidatfahe property. Loss
severity represents any potential loss resultiogfthe loan’s foreclosure and subsequent liquidatidanagement
calculates estimated loss frequency and loss $gvatios for each loan pool. In addition to arzahg historical losses, the
Bank also evaluates the following subjective fagfor each loan pool to estimate future lossesagbsin lending policies
and procedures, changes in economic and businadgioas, changes in the nature and volume of tréfglio, changes in
management and other relevant staff, changes imollnene and severity of past due loans, changtiguality of the
Bank’s loan review system, changes in the valubefinderlying collateral for collateral dependeains, changes in the
level of lending concentrations, and changes iemgixternal factors such as competition and legalragulatory
requirements. Historical loss ratios are adjustezbrdingly, based upon the effect that the suibgéactors have in
estimated future losses. These adjusted ratioappiéed to the balances of the loan pools to d@ter the adequacy of the
ALLL each quatrter.

Valuation of Derivative Instruments

The Bank has commitments outstanding to exteedit that have not closed prior to the end efghriod. As the Bank
enters into commitments to originate loans, it &sters into commitments to sell the loans in #woadary market on a
“best-efforts” basis. Additionally, the Bank hammmitments to sell loans that have closed prighéoend of the period.
Such commitments to originate loans held for sabkbta sell loans are considered derivative instntsan accordance with
GAAP, which requires the Bank to recognize all dative instruments in the balance sheet and to unedkose instruments
at fair value.

Commitments to originate loans held for salé forward sales commitments are valued using @ati@h model which
considers differences between current market istestes and committed rates. The model alsodeslassumptions which
estimate fall-out percentages for commitments igimmaite loans.

Valuation of Equity Method Investments

The Company is a partner in two limited lighitompanies, which were formed for the purpospwthasing and
developing vacant land in Platte County, Missodese investments are accounted for using theyeapaithod of
accounting.
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The Company evaluates its investments for impnt, in accordance with ASC 323-10-35-32, wipchvides guidance
related to a loss in value of an equity method stment. The Company utilizes a multi-faceted appihdo measure the
potential impairment. The internal model utilizbe following valuation methods: 1) liquidationappraised values
determined by an independent third party appraadn on-going business, or discounted cash floathod wherein the
cash flows are derived from the sale of fully-depeld lots, the development and sale of partialyetiped lots, the
operation of the homeowner’s association, and #heevof raw land obtained from an independent tharty appraiser; and
3) another on-going business method, which utilthessame inputs as method 2, but presumes thafloas will first be
generated from the sale of raw ground and then frensale of fully-developed and partially-developets and the
operation of the homeowner’s association. Thetatemodel also includes an on-going business ndettterein the cash
flows are derived from the sale of fully-develogets$, the development and sale of partially-devetbjots, the operation of
the homeowner’s association, and the developmehsale of lots from the property that is curreméiy land. However,
management does not feel the results from thisadgpiovide a reliable indication of value becatmetime to “build-out”
the development exceeds 18 years. Because afrttesiability the results from this method are giveezero weighting in the
final impairment analysis. The significant inputslude raw land values, absorption rates of ltessaand a market discount
rate. Management believes this multi-faceted aggiras reasonable given the highly subjective eadfithe assumptions
and the differences in valuation techniques thatutized within each approach (e.g., order ofriistion of assets upon
potential liquidation). It is management’s opinitiat no one valuation method within the modelrefgrable to the other
and that no one method is more likely to occur ti@nother. Therefore, the final estimate of vatugetermined by
assigning an equal weight to the values derivech feach of the first three methods described above.

Valuation of 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 chatehe lower of the new basis or fair value E=ing costs on the current
measurement date. When foreclosed assets aragetqny excess of the loan balance over the neis bathe foreclosed
asset is charged to the allowance for loan losSebsequent adjustments for estimated losses argathto operations when
the fair value declines to an amount less tharcéng/ing value. The fair value of foreclosed as$etid for sale is monitored
by obtaining an updated opinion of value for eagteion an annual basis, or more frequently if &@riah deterioration in
market conditions has occurred. Costs and expeakded to major additions and improvements aptaized, while
maintenance and repairs that do not improve omextiee lives of the respective assets are expensed.
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NASB Financial, Inc. and Subsidiary
Consolidated Balance Sheets
September 30, September 30,

See accompanying notes to consolidated finanitdments.
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2011 2010
ASSETS (Dollars in thousands)
Cash and cash equivalents 5,030 14,032
Securities:
Available for sale, at fair value 72,125 28,092
Held to maturity, at co - 1,232
Stock in Federal Home Loan Bank, at cost 13,551 15,873
Mortgage-backed securities:
Available for sale, at fair value 715 911
Held to maturity, at cost 39,146 46,276
Loans receivable:
Held for sale, at fair value 115,434 179,845
Held for investment, net 987,40(C 1,073,351
Allowance for loan losses (70,266) (32,316)
Accrued interest receivable 4,870 5,520
Foreclosed assets held for sale, net 16,937 38,362
Premises and equipment, net 14,434 13,83€
Investment in LLCs 17,674 17,799
Deferred income tax asset, net 19,221 14,758
Income taxes receivable 3,124 --
Other assets 14,18¢ 16,618
1,253,584 1,434,196
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Customer deposit accounts 784,681 866,55¢
Brokered deposit accounts 24,994 66,894
Advances from Federal Home Loan Bank 247,00C 286,00
Subordinated debentures 25,774 25,774
Escrows 10,08z 11,14¢
Income taxes payable - 504
Accrued expenses and other liabilities 10,675 9,554
Total liabilities 1,103,206 1,266,434
Stockholders' equity:
Common stock of $0.15 par value: 20,000,006arized; 9,857,112 shares
issued at September 30, 2011 and 2010 1,479 1,479
Additional paid-in capital 16,652 16,602
Retained earnings 171,406 187,674
Treasury stock, at cost; 1,989,498 sharese8wer 30, 2011 and 2010 (38,418) (38,418)
Accumulated other comprehensive income (loss) (741) 424
Total stockholders' equity 150,378 167,762
1,253,584 1,434,196




NASB Financial, Inc. and Subsidiary
Consolidated Statements of Operations

Years Ended September 30,

2011

2010

2009

Interest on loans receivable
Interest on mortgage-backed securities
Interest and dividends on securities
Other interest income

Total interest income

Interest on customer and brokered deposit acsount
Interest on advances from Federal Home Loan Bank
Interest on subordinated debentures

Total interest expense

Net interest income
Provision for loan losses
Net interest income after provision for loasdes
Other income (expense):
Loan servicing fees, net
Impairment recovery on mortgage servicing rights
Customer service fees and charges
Provision for loss on real estate owned
Gain on sale of securities available for sale
Gain on sale of securities held to maturity
Gain from loans receivable held for sale
Impairment loss on investment in LLCs
Impairment loss on securities
Other
Total other income
General and administrative expenses:
Compensation and fringe benefits
Commission-based mortgage banking compensation
Premises and equipment
Advertising and business promotion
Federal deposit insurance premiums
Other
Total general and administrative expenses
Income (loss) before income tax expense
Income tax expense (benefit):
Current
Deferred
Total income tax expense (benefit)
Net income (loss)

Basic earnings (loss) per share
Diluted earnings (loss) per share

Basic weighted average shares outstanding

See accompanying notes to consolidated financesients.

(Dollars in thousands, except share data)

66,445 78,508 84,934
2,281 3,175 2,042
3,975 1,521 2,750

8 12 99
72,70¢ 83,21€ 89,82F
15,221 17,47€ 25,011

4,828 11,388 16,552
494 504 857
20,542 29,36¢ 42,42C
52,16€ 53,84¢ 47 405
49,394 30,50C 11,25€
2,772 23,34€ 36,15¢
(105) 122 (173)
67 12 43
6,530 7,626 6,873
(11,383) (2,649) (727)
673 5,558 4,565
411 - -
29,279 36,617 29,042
- (3,126) -

(640) - -
(358) (580) 871
24,474 43,580 40,494
19,670 18,715 17,615
13,601 17,981 13,518
4,331 4,220 3,972
5,501 5,612 4,743
1,638 2,854 1,246
8,957 8,285 5,622
53,69¢ 57,667 46,71€
(26,452) 9,261 29,937
(6,451) 10,111 13,027
(3,733) (7,173) (1,803)
(10,184) 2,938 11,224
(16,268) 6,323 18,70¢
(2.07) 0.80 2.38
(2.07) 0.80 2.38
7,867,61¢ 7,867,61¢ 7,867,61¢




NASB Financial, Inc. and Subsidiary
Consolidated Statements of Cash Flows

Years ended September 30,

20

2011 2010 2009
Cash flows from operating activities: (Dollars in thousands)
Net income (loss) $ (16,268 6,323 18,70¢
Adjustments to reconcile net income (loss) toaaesth
provided by (used in) operating activities:
Depreciation 1,863 1,779 1,768
Amortization and accretion, net (149) (1,385) (5,387)
Deferred income tax benefit (3,733) (7,173) (1,803)
Gain on sale of securities available for sale (673) (5,558) (4,565)
Gain on sale of securities held to maturity (411) -- --
Loss from investment in LLCs 126 128 117
Impairment loss on investment in LLCs -- 3,126 --
Impairment loss on investments 640 -- --
Impairment recovery on mortgage servicing sght (67) (12) (43)
Gain from loans receivable held for sale (29,279) (36,617) (29,042)
Provision for loan losses 49,394 30,50C 11,25C
Provision for loss on real estate owned 11,383 2,649 727
Origination of loans receivable held for sale (1,599,313) (1,765,568)  (1,563,400)
Sale of loans receivable held for sale 1,693,00: 1,703,70¢ 1,576,43¢
Stock based compensation — stock options 49 78 41
Changes in:
Net fair value of loan-related commitments (381) (661) (637)
Accrued interest receivable 650 675 691
Accrued expenses, other liabilities, incometaveceivable,
and income taxes payable 390 (5,982) 2,144
Net cash provided by (used in) operatingviis 107,223 (73,990) 7,006
Cash flows from investing activities:
Principal repayments of mortgage-backed secaritie
Held to maturity 15,852 11,445 649
Available for sale 186 3,738 13,408
Principal repayments of mortgage loans receivhblé for
investment 171,928 225,700 256,076
Principal repayments of other loans receivable 5,575 5,446 5,415
Principal repayments of investment securities:
Held to maturity 166 99 -
Available for sale 8,199 6 6
Loan origination - mortgage loans receivable Hetd
investment (110,834) (102,550) (234,868)
Loan origination - other loans receivable (3,030) (3,158) (4,355)
Purchase of mortgage loans receivable held f@astment (1,219) (1,236) (1,610)
Proceeds from sale (purchase) of Federal Home Baak stock 2,322 10,766 (356)
Purchase of mortgage-backed securities held toritya (8,768) (54,806) (11,632)
Purchase of securities available for sale (81,282) (50,403) (110,005)
Purchase of securities held to maturity - - (1,283)
Proceeds from sale of mortgage-backed secuatiatable for sale - 51,154 -



NASB Financial, Inc. and Subsidiary
Consolidated Statements of Cash Flows (continued)

Years ended September 30,

2011 2010 2009
Cash flows from investing activities (continued): (Dollars in thousands)
Proceeds from sale of securities available ft& sa 26,916 46,461 96,135
Proceeds from sale of securities held to maturity 1,491 -- --
Proceeds from sale of real estate owned 23,068 13,881 10,25¢
Purchases of premises and equipment, net (2,461) (2,242) (562)
Investment in LLC D) ) (479)
Other (450) (392) (1,334)
Net cash provided by investing activities 47,653 153,902 15,464
Cash flows from financing activities:
Net (decrease) increase in customer and brokered
deposit accounts (123,812) 28,440 134,723
Proceeds from advances from Federal Home Loak Ban 128,00C 98,00C 444,00
Repayment of advances from Federal Home Loan Bank (167,000) (253,000) (553,000)
Cash dividends paid - (3,540) (7,080)
Change in escrows (1,067) 971 402
Net cash provided by (used in) financing\aiiis (163,879) (129,129) 19,045
Net increase (decrease) in cash and cashadeuis (9,003) (49,217) 41,515
Cash and cash equivalents at beginning of period 14,03: 63,25( 21,73t
Cash and cash equivalents at end of period $ 5,030 14,033 63,250
Supplemental disclosure of cash flow information:
Cash paid for income taxes (net of refunds) $ (2,823) 14,100 13,114
Cash paid for interest 20,653 30,704 41,812
Supplemental schedule of non-cash investing araohfiimg activities:
Conversion of loans receivable to real estatecd $ 34,08t 59,357 18,884
Conversion of real estate owned to loans redxév 5,804 344 391
Capitalization of originated mortgage serviciights -- 5 10
Transfer of securities from held to maturityataailable for sale -- 8,361 --

See accompanying notes to consolidated financsdstents.
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NASB Financial, Inc. and Subsidiary
Consolidated Statements of Stockholders' Equity
Accumulated

Additional other Total
Common paid-in Retained Treasurycomprehensivestockholders'
stock  capital earnings stock (loss) income equity
(Dollars in thousands)
Balance at October 1, 2008 $ 1,479 16,484 172,612 (38,418) 255 152,412
Comprehensive income:
Net income - - 18,70¢ - - 18,70¢
Other comprehensive income, net of tax
Unrealized gain on securities - - - - 1,656 1,656
Total comprehensive income 20,365
Cash dividends paid - - (7,080) - - (7,080)
Stock based compensation expense -- 41 -- -- -- 41
Adjustment for the adoption of FAS 159,
net of tax - - 650 - - 650
Balance at September 30, 2009 $ 1,479 16,525 184,891 (38,418) 1,911 166,388
Comprehensive income:
Net income - - 6,323 - - 6,323
Other comprehensive income, net of tax
Unrealized gain on securities -- -- -- -- (1,487 (1,487)
Total comprehensive income 4,836
Cash dividends paid -- -- (3,540) -- -- (3,540)
Stock based compensation expense -- 78 -- -- -- 78
Balance at September 30, 2010 $ 1,479 16,603 187,674 (38,418) 424 167,762
Comprehensive income:
Net loss - - (16,268 - - (16,268
Other comprehensive income, net of tax
Unrealized loss on securities -- -- -- -- (1,165 (1,165)
Total comprehensive loss (17,433
Stock based compensation expense -- 49 -- -- -- 49
Balance at September 30, 2011 $ 1,479 16,652 171,406 (38,418) (741 150,378

Years ended September 30,

2011 2010 2009
Other Comprehensive Income Disclosure:
Unrealized gain (loss) on available for saleusigies,
net of income taxes of $(717), $1,209 and $2 at
September 30, 20, 2010 an 200¢, respectivel $ (1,14) 1,931 4,46:
Other-than-temporary loss recognized in earningsof 394 - -

income taxes of $246 at September 30, 2011
Reclassification adjustment for gain includeaét

income, net of income taxes of $259, $2,1dd a

$1,758 at September 30, 2011, 2010 and 2009,

respectively (414) (3,418 (2,807
Change in unrealized loss on available for sale

securities, net of income taxes of $(72993%) and

$1,037 at September 30, 2011, 2010 and 2009,

respectively $ (1,165) (1,487) 1,656

See accompanying notes to consolidated financisesient:
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements inclilgeaccounts of NASB Financial, Inc. (the “Comp3anits wholly-owned
subsidiary, North American Savings Bank, F.S.Be (fBank”), and the Bank’s wholly-owned subsidiagr-Am Service
Corporation. All significant inter-company tranans have been eliminated in consolidation. Téwesolidated financial
statements do not include the accounts of our wiolined statutory trust, NASB Preferred Trust e(tfirust”). The Trust
qualifies as a special purpose entity that is aqtired to be consolidated in the financial stategmef NASB Financial, Inc.
The Trust Preferred Securities issued by the Tatesincluded in Tier | capital for regulatory capipurposes.

Cash and Cash Equivalents

Cash and cash equivalents consist of casland plus interest-bearing deposits in the FedepahélLoan Bank of Des
Moines totaling $995,000 and $9.7 million as of t®egber 30, 2011 and 2010, respectively. The Fé&easerve Board
(“FRB") requires federally chartered savings battkenaintain non-interest-earning cash reservepetified levels against
their transaction accounts. Required reservesheagaintained in the form of vault cash, a nonreggebearing account at a
Federal Reserve Bank, or a pass-through accoudgfared by FRB. At September 30, 2011, the Bardserve
requirement was $4.4 million.

Securities and Mortgage-Backed Securities

Securities and mortgage-backed securitieslassified as held to maturity when the Companythagositive intent and
ability to hold the securities to maturity. Seties and mortgage-backed securities not classiféeleld to maturity or
trading are classified as available for sale. ASeptember 30, 2011 and 2010, the Company hadswisadesignated as
trading. Securities and mortgage-backed secutigébto maturity are stated at cost. Securitiesraortgage-backed
securities classified as available for sale arendsxd at their fair values, with unrealized gaind bbsses, net of income
taxes, reported as accumulated other compreheinsiome or loss.

Premiums and discounts are recognized astaw#uoss to interest income over the life of the séies using a method that
approximates the level yield method. Gains ordesm the disposition of securities are based ®sticific identification
method. Securities that trade in an active maakewalued using quoted market prices. Secuthigsdo not trade in an
active market are valued using quotes from brolealets that reflect estimated offer prices.

Management monitors the securities and moetgeegked securities portfolios for impairment oroagoing basis. This
process involves monitoring market conditions atietorelevant information, including external cteditings, to determine
whether or not a decline in value is other-thangerary. If management intends to sell an impasexcurity or mortgage-
backed security, or if it is more likely than nbat management will be required to sell the imgh#ecurity prior to recovery
of its amortized cost basis, the Bank will recogrézloss in earnings. If management does notdrtesell a debt security or
mortgage-backed security, or if it is more liketyah not that management will not be required tbtlselimpaired security
prior to recovery of its amortized costs basisardtgss of whether the security is classified aslable for sale or held to
maturity, the Bank will recognize the credit compohof the loss in earnings and the remaining porith other
comprehensive income. The credit loss componeoigrdzed in earnings is the amount of principahdésys not expected
to be received over the remaining life of the siégurThe amount of other-than temporary-impairmeotuded in other
comprehensive income is amortized over the remgilifiam of the security.

Loans Receivable Held for Sale

As the Bank originates loans each month, manageevahiates the existing market conditions to detegrwhich loans
will be held in the Bank’s portfolio and which lcawill be sold in the secondary market. Loans golthe secondary market
are sold with servicing released or converted imtotgage-backed securities (“MBS”) and sold wité #ervicing retained by
the Bank. At the time of each loan commitmenteaision is made to either hold the loan for investtnhold it for sale with
servicing retained, or hold it for sale with semigreleased. Management monitors market conditiordecide whether
loans should be held in the portfolio or sold anebld, which method of sale is appropriate.

Loans held for sale are carried at fair val@ains or losses on such sales are recognized thrspecific identification
method. Transfers of loan receivable held for aadeaccounted for as sales when control overdbet dias been
surrendered. The Bank issues various represemsadiod warranties and standard recourse proviagseciated with the
sale of loans, which are described more fully intRote 6.
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Loans Receivable Held for Investment, Net

Loans that management has the intent andyatuilhold for the foreseeable future or until nmayuor payoff are stated at
the amount of unpaid principal less an allowaneddan losses, undisbursed loan funds and uneatisedunts and loan
fees, net of certain direct loan origination codt#erest on loans is credited to income as eaanedaccrued only when it is
deemed collectible. Loans are placed on nonacstatls when, in the opinion of management, tHeifaely collection of
principal or interest is in doubt. The accrualntérest is discontinued when principal or intepsgments become doubtful.
As a general rule, this occurs when the loan besaorireety days past due. When a loan is placedoaatrual status,
previously accrued but unpaid interest is reveeggainst current income. Subsequent collectiorssifi may be applied as
reductions to the principal balance, interest neans or recorded as income, depending on Bankgeament’'s assessment of
the ultimate collectibility of the loan. Nonacctl@ans may be restored to accrual status wheripahand interest become
current and the full payment of principal and iestris expected.

Net loan fees and direct loan origination s@st deferred and amortized as yield adjustmeritgdrest income using the
level-yield method over the contractual lives af tielated loans.

Allowance for Loan Losses

The Bank considers a loan to be impaired whanagement believes it will be unable to collecpahcipal and interest
due according to the contractual terms of the Id&a.loan is impaired, the Bank records a lodsation equal to the excess
of the loan’s carrying value over the present valiihe estimated future cash flows discountetha@iaan’s initial effective
rate, or the loan’s observable market price, ofdéirevalue of the collateral if the loan is coliedil dependent. One-to-four
family residential loans and consumer loans arkectively evaluated for impairment. Loans on resiihl properties with
greater than four units, on construction and dgwekent and commercial properties are evaluatedvpairment on a loan by
loan basis. The allowance for loan losses is as®d by charges to income and decreased by chisgeet of recoveries).
Management'’s periodic evaluation of the adequadh@fllowance is based on the Bank’s past loandgperience, known
and inherent losses in the portfolio, and variaugexctive factors such as economic and businegditomms. Assessing the
adequacy of the allowance for loan losses is intigreubjective as it requires making materialraates, including the
amount and timing of future cash flows expectetld¢aeceived on impaired loans that may be susdeptitsignificant
change. In management’s opinion, the allowancenthken as a whole, is adequate to absorb redesilmated loan
losses inherent in the Bank’s loan portfolio.

Foreclosed Assets Held for Sale

Foreclosed assets held for sale are initralbprded at fair value as of the date of foreclesess any estimated selling
costs (the “new basis”) and are subsequently chati¢he lower of the new basis or fair value Eslfing costs on the current
measurement date. When foreclosed assets argetquiy excess of the loan balance over the neiw bbthe foreclosed
asset is charged to the allowance for loan losSebsequent adjustments for estimated losses argethto operations when
the fair value declines to an amount less tharc#éngying value. Costs and expenses related torradgditions and
improvements are capitalized, while maintenancereapdirs that do not improve or extend the livethefrespective assets
are expensed. Applicable gains and losses orathesreal estate owned are realized when the &sdisposed of,
depending on the adequacy of the down payment tinedt lequirements.

Premises and Equipment

Premises and equipment are recorded at esstaccumulated depreciation. Depreciation of igesrand equipment is
provided over the estimated useful lives (from ¢hieforty years for buildings and improvements &iodh three to ten years
for furniture, fixtures, and equipment) of the resiive assets using the straight-line method. MaBnce and repairs are
charged to expense. Major renewals and improvesyaptcapitalized. Gains and losses on dispositioa credited or
charged to earnings as incurred.

Investment in LLCs

The Company is a partner in two limited ligitcompanies, which were formed for the purpospwthasing and
developing vacant land in Platte County, Missodtese investments are accounted for using theyeapaithod of
accounting.

24



Goodwill

The Company has goodwill of $1.8 million ap&amber 30, 2011 and 2010. This asset, whichtesbflom the Bank’s
acquisition of CBES Bancorp, Inc. in fiscal 200&snassigned to the banking segment of the busitesecordance with
Generally Accepted Accounting Principles (“GAAPthe Company tests its goodwill for impairment arlyi@r more
frequently if events indicate that the asset migghtimpaired. The first step of the goodwill impaémt test compares the fair
value of a reporting segment with its carrying amoincluding goodwill. If the carrying value ofraporting unit exceeds its
fair value, a second step of the goodwill impairirtest is required, which compares the implied ¥aiue of reporting unit
goodwill to its carrying value. The implied faialue is determined in the same manner as the ambgobdwill recognized
in a business combination is determined. Dueeaddht that the Company’s stock price was belowdisk value per share at
September 30, 2011 and 2010, the Company perfotineeskcond step of the goodwill impairment testetermine the
amount of impairment loss, if any. Managementewed recent merger and acquisition transactionghwhere compared
to the Company, to calculate an estimated valuatiage for the Company. The Bank’s balance shastthen compared to
its estimated market value to determine the cuffie@@nvalue of its goodwill. As a result of thigaysis, management
determined that the Company’s goodwill was not imgzhat September 30, 2011 and 2010.

Stock Options

The Company has a stock-based employee compensgédiomwhich is described more fully in Footnote Tithe
Company recognizes compensation cost over theyfeg-service period for its stock option awardsck based
compensation expense for stock options totaledti$d@sand ($30 thousand, net of tax), $78 thousd48 thousand, net of
tax) and $41 thousand ($25 thousand, net of tasthgthe years ended September 30, 2011, 2010 @0®@ Pespectively.

Income Taxes
The Company files a consolidated Federal iretax return with its subsidiaries using the adcmethod of accounting.

The Company provides for income taxes usiegaset/liability method. Deferred income taxesracognized for the tax
consequences of temporary differences betweerirthecial statement carrying amounts and the tagdatexisting assets
and liabilities.

The Bank’s bad debt deduction for the yeatedrSeptember 30, 2011, 2010 and 2009, was badbe specific charge
off method. The percentage method for additiortheéaax bad debt reserve was used prior to thalfiear ended
September 30, 1997. Under the current tax rulask8 are required to recapture their accumulatetiad debt reserve,
except for the portion that was established podta88, the “base-year.” The recapture of the &xceserve was completed
over a six-year phase-in-period that began witHidual year ended September 30, 1999. A defénaame tax liability is
required to the extent the tax bad debt reserveesisthe 1988 base year amount. Retained eainatgde approximately
$3.7 million representing such bad debt reservavfich no deferred taxes have been provided. ibiging the Bank’s
capital in the form of stock redemptions causedhek to recapture a significant amount of its dabit reserve prior to the
phase-in period.

Derivative Instruments

The Bank regularly enters into commitments to oidgg and sell loans held for sale. Certain comaritsiare considered
derivative instruments under GAAP, which requites Bank to recognize all derivative instrumentthimbalance sheet and
to measure those instruments at fair value. ASepitember 30, 2011 and 2010, the fair value of fetated commitments
resulted in a net asset of $1.7 million and $1 [onj respectively.

Revenue Recognition
Interest income, loan servicing fees, custoseevice fees and charges and ancillary incoméectta the Bank’s deposits
and lending activities are accrued as earned.

Earnings Per Share

Basic earnings per share is computed based thpoveighted-average common shares outstandigpdihe year.
Diluted earnings per share is computed using thghtexd average common shares and all potentiaivilgommon shares
outstanding during the year. Dilutive securitiesgist entirely of stock options granted to empésyas incentive stock
options under Section 442A of the Internal Reve@iade as amended.
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The computations of basic and diluted earn{fags) per share are presented in the followibgetaDollar amounts are
expressed in thousands, except per share data.

Year Ended September 30,

2011 201C 200¢

Net income (los¢ $ (16,268 6,32 18,70¢
Average common shares outstanding 7,867,61. 7,867,61 7,867,61
Average common share stock options outstanding -- -- --
Average diluted common shares 7,867,614 7,867,614 7,867,614
Earnings per sha:

Basic earnings (loss) per share $ (2.07) 0.80 2.38

Diluted earnings (loss) per sh (2.07 0.8C 2.3¢

At September 30, 2011 and 2010, options tolage 49,538 shares of the Company’s stock westanding. These
options were not included in the calculation ofithd earnings per share, as they were considetedilative.

Recently Issued Accounting Standards

In June 2009, the Financial Accounting Stadg&@oard (“FASB”) issued Accounting Standards Codtfon (“ASC”)
860-10, ASC 860-40 and ASC 860-50 which enhanaenmdtion reported to users of financial statembgtproviding
greater transparency about transfers of finansisgis and the company’s continuing involvementandferred assets. This
standard removes the concept of qualifying speeigbose entity, changes the requirements for dgrézing financial
assets, and requires enhanced disclosures to priwahcial statement users with greater transggrahout transfers of
financial assets and a transferor’s continuing lvemment with transfers of financial assets accadifibe as sales. This
standard was effective for annual reporting perteetzinning after November 15, 2009, for interimipes within the first
annual reporting period and for interim and anmapbrting periods thereafter (effective Octobe2d10 for the Company).
It did not have a material impact on the Companoyissolidated financial statements.

In June 2009, the FASB issued ASC 805-20 a8@ 810-10 which require a company to perform aitpisde analysis
when determining whether it must consolidate aaldei interest entity. This analysis identifies phienary beneficiary of a
variable interest entity as the company that hals the power to direct the activities of the valéaimterest entity that most
significantly impact the entity’'s economic performea, and the obligation to absorb losses of thigyehtt could be
significant to the variable interest entity or tight to receive benefits from the entity that abpbtentially be significant to
the variable interest entity. This standard resgithe company to perform ongoing reassessmedtteomine if it must
consolidate a variable interest entity. This staddequires disclosures about the company’s imroknt with the variable
interest entities and any significant changesshk exposure due to that involvement, how the inmmilgnt affects the
company'’s financial statements, and significangjudnts and assumptions made in determining whithmerst consolidate
the variable interest entity. This standard wéesctifre for annual reporting periods beginning @Revember 15, 2009, for
interim periods within the first annual reportingripd and for interim and annual reporting peritaseafter (effective
October 1, 2010 for the Company). It did not haveaterial impact on the Company’s consolidateanional statements.

In July 2010, the FASB issued Accounting Stadd Update (“ASU”) 2010-20, which requires a compt
disaggregate, by portfolio segment or class ofrfiireg receivable, certain existing disclosure araViole certain new
disclosures about its financing receivables aratedl allowance for credit losses. Existing disstes are amended to
require an entity to provide a roll-forward schedaf the allowance for credit losses on a portfeigment basis, with the
ending balance further disaggregated by impairmmathod. In addition, the related recorded investrirefinancing
receivables for each portfolio or class of finagciaceivable must be disclosed, along with therzaaf impaired financing
receivables and those in nonaccrual status. Thé @S0 requires an entity to provide the followardditional disclosures
about its financing receivables: the credit quatityicators of financing receivables by class,dbang of past due financing
receivables at the end of the reporting periodlags; the nature and extent of troubled debt retstrimgs that occurred
during the period by class and their effect onath@vance for credit losses, the nature and extefihancing receivables
modified as troubled debt restructurings within pinevious 12 months that defaulted during the réepgpperiod by class and
their effect on the allowance for credit losses significant purchases and sales of financingivabées during the period
disaggregated by portfolio segment. For public canigs, this standard was effective for interim andual reporting
periods ending on or after December 15, 2010dtdit have a material impact on the Company’s dateted financial
statements.
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In April 2011, the FASB issued ASU No. 2011-02, e¥hclarifies the guidance on how creditors evaludtiether a
restructuring of debt qualifies as a TDR. Examppieestructurings include an extension of a loan&urity date, a
reduction in the interest rate, forgiveness of lat'ddace amount and/or accrued interest, and erdgfor decrease in
payments for a period of time. The amendmentsfgldre definition of a TDR in ASC 310-40, whichquides that a debt
restructuring is considered a TDR if the credifor,economic or legal reasons related to the bograsfinancial difficulties,
grants a concession to the borrower that it wooldotherwise consider. The framework for evalug@tirestructuring
requires that a creditor determine if both of thikofving conditions are met: 1) the borrower ipesencing financial
difficulties, and 2) the restructuring includesamcession by the creditor to the borrower. Foilipidmmpanies, this
standard was effective for the first interim or aahperiod beginning on or after June 15, 2011e Tbmpany early adopted
the ASU in its second fiscal quarter, as permibgdhe standard. As a result of adopting the ammemds in ASU 2011-02,
the Company reassessed all restructurings thatmectan or after October 1, 2010, the beginninthefcurrent fiscal year,
for identification as TDRs. The Company identifeesl TDRs certain receivables for which the alloveafoe credit losses
had previously been measured under a general alt@var credit losses methodology. Upon identtytinose receivables
as TDRs, the Company identified them as impairettuthe guidance in ASC 310-10-35. The amendnie®SU 2011-02
require prospective application of impairment meedun accordance with the guidance of ASC 310-4.0e8 the
receivables that are newly identified as impairétie early adoption of the ASU resulted in a sigaifit increase in the
number of loans within its construction and devalept portfolios that are considered TDRs and hsubatantially material
impact on the Company'’s financial statements ferglriod ended March 31, 2011. At March 31, 2@id period of
adoption, the recorded investment in receivablesvfach the allowance for credit losses was presfipmeasured under a
general allowance for credit losses methodologyaadcow impaired under ASC 310-10-35 was $28.liamjland the
resulting allowance for credit losses associatel thiose receivables, on the basis of a currertatian of loss, was $8.0
million. In addition, the Company identified loawith a recorded investment of $6.7 million whickre previously deemed
impaired under the guidance in ASC 310-10-35, lerewiot considered TDRs. As a result of adoptiegamendments in
ASU 2011-02, these loans were identified as TDRktha resulting increase in the allowance for ¢riedises associated
with those receivables, on the basis of a curresluation of loss, was $3.3 million. This incre@sestimated loss was due
to the Company’s adoption of a change in methodologvaluing its real estate development portfptiven the current
adverse economic environment, during the quartde@march 31, 2011. This change is described atriete 6, Loans
Receivable.

In May 2011, the FASB issued ASU No. 2011-04, wipohvides a consistent definition and measuremikfatiovalue,
as well as similar disclosure requirements betw@& GAAP and International Financial Reportingrgt@rds. ASU 2011-
04 changes certain fair value measurement prirsiplarifies the application of existing fair valoeasurement and expands
disclosure requirements, particularly for Leveb8 f/alue measurements. For public companiessthisdard is effective for
interim and annual periods beginning after Deceme2011. Management does not anticipate thetlihave a material
impact on the Company’s consolidated financialestents.

In June 2011, the FASB issued ASU No. 2011-05, whégjuires an entity to present the total of comensive income,
the components of net income, and the componerdthef comprehensive income in either a singleicoatis statement of
comprehensive income, or in two separate but caisecstatements. ASU 2011-05 eliminates the optiiopresent the
components of other comprehensive income in therstnt of equity. For public companies, this stadds effective for
fiscal years, and interim periods within those geleginning after December 15, 2011. The amentiméthin this update
are to be applied retrospectively. Although ithaffect the Company’s presentation of the comptsehother
comprehensive income, management does not angdipat that this standard will have a material iotjmen the Company’s
consolidated financial statements.

In September 2011, the FASB issued ASU No. 2010&:h is intended to reduce the annual cost antbéexity of the
annual goodwill impairment test by providing emtg#tiwith the option of performing a qualitative &sseent to determine
whether impairment testing is necessary. Thisdstahis effective for annual and interim goodwitidairment test
performed for fiscal years beginning after Decenitigr2011. Management does not anticipate theitlihave a material
impact on the Company’s consolidated financialestents.

Use of Estimates

The preparation of financial statements iroagance with accounting principles generally aceéh the United States of
America (“GAAP”) requires management to make estmand assumptions that affect the amounts ofsaasd liabilities,
the disclosure of contingent assets and liabiligesl the reported amounts of revenues and expdoseg the reported
periods. Estimates were used to establish losswes for both loans and foreclosed assets, ascioraloan recourse
provisions, and fair values of financial instrumgrgmong other items. Actual results could diffem those estimates.
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Reclassifications
Certain amounts for 2010 and 2009 have been rd@asto conform to the current year presentation.

(2) SECURITIES AVAILABLE FOR SALE

The following tables present a summary of séea available for sale. Dollar amounts are esged in thousands.

September 30, 20

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Corporate debt securiti $ 48,410 262 1,763 46,91:
Trust preferred securities 24,942 254 - 25,196
Municipal securitie 17 - - 17
Total $ 73,37 517 1,76: 72,12¢

September 30, 20

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Corporate debt securities $17,347 376 - 17,723
Trust preferred securiti 10,08« 282 20 10,34¢
Municipal securitie 23 -- -- 23
Total $ 27,454 658 20 28,092

During the year ended September 30, 2011Ctmepany realized gross gains of $673,000 and nesdosses on the sale
of securities available for sale. During the yeaded September 30, 2010, the Company realized geiss of $4.1 million
and no gross losses on the sale of securitiesadifor sale. During the year ended Septembe2@19, the Company
realized gross gains of $4.6 million and no grossés on the sale of securities available for sale.

The following table presents a summary offievalue and gross unrealized losses of thosersies available for sale
which had unrealized losses at September 30, 2Dbllar amounts are expressed in thousands.

Less than 12 mont 12 months or long:
Estimated Gross Estimated Gross
Fair unrealized fair unrealized
Value Losses value losses
Corporate debt securities $ 28,346 1,763 $ -- --

Management monitors the securities portfadioifnpairment on an ongoing basis. This procegsiies monitoring
market conditions and other relevant informatioigjuding external credit ratings, to determine \Wketor not a decline in
value is other-than-temporary. During the quagtaded September 30, 2011, the Bank was notifigdtie@holding in its
trust preferred securities portfolio was beingeaxlin October 2011, prior to its original call datdanagement determined
that the security was other-than-temporarily impaiat September 30, 2011, and recognized a $6401@@0rment loss in
earnings. There are no other securities held gteSder 30, 2011, for which the Company has takeotlzer-than-
temporary impairment loss through earnings.
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The scheduled maturities of securities avielédr sale at September 30, 2011, are presenti ifollowing table.
Dollar amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due in less than one year $ 7,574 -- -- 7,574
Due from one to five yea 10,03« 43 - 10,077
Due from five to ten years 38,389 202 1,763 36,846
Due after ten yea 17,37¢ 254 -- 17,62¢
Total $ 73,371 517 1,76: 72,12¢

The principal balances of securities availdbiesale that are pledged to secure certain ditbigs of the Bank as of
September 30 are as follows. Dollar amounts apeessed in thousands.

September 30, 2011

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
FRB advance commitments $ 6,225 191 -- 6,416

September 30, 2010

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
FRB advance commitmel $ 6,00z 47E -- 6,47

(3) SECURITIES HELD TO MATURITY

There were no securities held to maturityegit8mber 30, 2011. The following table preserstgramary of securities
held to maturity at September 30, 2010. Dollar ant® are expressed in thousands.

September 30, 20

Gros: Gros: Estimate!
Amortized  unrealized unrealized fair
cos gairs losse value
Asse-backed securiti¢ $ 1,232 32¢ - 1,561
Total $ 1,232 32¢ -- 1,561

During the year ended September 30, 2011B#mk recognized a gain of $411,000 on the saleafsaet backed security
which was classified as held to maturity. The sigguvhich was secured by a pool of trust preférsecurities issued by
various banks, had an amortized cost of $1.1 millibthe time of sale. The decision was madeltéheesecurity after it
was determined that there was significant deteimman the issuer’s creditworthiness. There wasalispositions of
securities held to maturity during the years enslepgtember 30, 2010 and 2009.
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(4) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

The following tables present a summary of gege-backed securities available for sale. Dallaounts are expressed in
thousands.

September 30, 2011

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pas-through certificates guaranteed by GNI-fixed rate  $ 86 3 - 89
Pass-through certificates guaranteed by FNMA —
adjustable ra 174 6 -- 18C
FHLMC participation certificate
Fixed rate 268 25 - 293
Adjustable rat 14€ 7 -- 153
Total $ 674 41 - 71t
September 30, :10
Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMiked rate  $ 98 3 -- 101
Pass-through certificates guaranteed by FNMA —
adjustake rate 18¢€ 7 - 19¢
FHLMC patrticipation certificates:
Fixed rat 403 34 - 437
Adjustable rate 173 7 - 180
Total $ 860 51 - 911

There were no sales of mortgage-backed sexauavailable for sale during the year ended Sepei®0, 2011. During
the year ended September 30, 2010, the Comparigega@ross gains of $1.4 million and gross los$&8@®00 on the sale
of mortgage-backed securities available for sdleere were no sales of mortgage-backed securitgkahble for sale during
the year ended September 30, 2009.

During the year ended September 30, 201(B#mk transferred two mortgage-backed securitiels avibbtal amortized
cost of $8.4 million from the held to maturity ca¢ey to the available for sale category. The ainedt cost of the securities
approximated its market value; thus, there weramrealized gains or losses at the date of trangfee decision was made
to transfer the securities after it was determitnad there was a significant deterioration in g§sier’s creditworthiness, as
ratings agencies had downgraded the securitiesltmtinvestment grade. The mortgage-backed sexsuvitere
subsequently sold during the year ended Septenthe@0d.0. The Bank recognized a gain of $39,000aalods of $8,000 on
the sale of these securities.

The scheduled maturities of mortgage-backedrgtes available for sale at September 30, 2@td presented in the
following table. Dollar amounts are expressecusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from five to ten yea $ 26€ 25 - 293
Due after ten years 406 16 -- 422
Total $ 674 41 - 715
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Actual maturities of mortgage-backed secigitieailable for sale may differ from scheduled mtés depending on the
repayment characteristics and experience of thenlyidg financial instruments, on which borroweesf the right to prepay
certain obligations.

The principal balances of mortgage-backedrigzsiavailable for sale that are pledged to secertain obligations of the
Bank as of September 30 are as follows. Dollariat®are expressed in thousands.

September 30, 20

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 494 29 -- 523

September 30, 2010

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 447 20 -- 467

(5) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

The following tables present a summary of gege-backed securities held to maturity. Dollaoants are expressed in
thousands.

September 30, 20

Gros: Grost Estimate:
Amortized  unrealized unrealized fair
cos gains losse value
FHLMC participation certificate
Fixed rate $ 45 1 - 46
FNMA pas+-through certificate:
Fixed rate 5 1 -- 6
Balloon maturity and adjustable rate 8 2 - - 28
Collateralized mortgage obligatic 39,06¢ 101 21¢ 38,95
Total $ 39,146 103 218 39,031

September 30, 20

Gros: Grost Estimate:
Amortized  unrealized unrealized fair
cos gains losse value
FHLMC patrticipation certificate:
Fixed rate $ 52 2 - 54
FNMA pas+-through certificate:
Fixed rate 7 - - 7
Balloon maturity and adjustable r 32 1 -- 33
Collaterdized mortgage obligatio 46,18¢ 23C 20¢ 46,20¢
Total $ 46,276 233 209 46,300
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The following tables present a summary offfievalue and gross unrealized losses of thoségage-backed securities
held to maturity which had unrealized losses at&aper 30, 2011. Dollar amounts are expresseubimsands.

Less Than 12 Months 12 Months or Longer
Estimated Gross Estimated Gross
fair unrealized fair unrealized
value losses value losses
Collateralized mortgage obligatic $ 30,15( 21€ $ -- --

The scheduled maturities of mortgage-backedrges held to maturity at September 30, 201é&,mesented in the
following table. Dollar amounts are expressecusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cos gains losse: value
Due from one to five years $ 5 1 -- 6
Due from five to ten yea 3,35¢ 2 48 3,31(
Due after ten yea 35,78t 10C 17C 35,71t
Total $ 39,146 103 218 39,031

Actual maturities of mortgage-backed secigitield to maturity may differ from scheduled mates depending on the
repayment characteristics and experience of thenlyidg financial instruments, on which borroweesf the right to prepay
certain obligations.

The principal balances of mortgage-backedritézsiheld to maturity that are pledged to seaamtain obligations of the
Bank as of September 30 are as follows. Dollarartsare expressed in thousands.

September 30, 20.

Gross Gross Estimated
Amortized unrealized unrealized fair
cos gairs losse value
Customer deposit accounts $ 22 - -- 22
FRB advance commitmel 32,00: 10C 95 32,00¢
Total $ 32,02t 10C 95 32,03(

September 30, 20

Gross Gross Estimated
Amortized unrealized unrealized fair
cos gains losse value
Customer deposit accounts $ 24 -- -- 24
FRB advance commitments 46,185 231 209 20946,
Total $ 46,20¢ 231 20¢ 46,23!

All dispositions of mortgage-backed securitietd to maturity during fiscal 2011, 2010, and 20@re the result of
maturities, with the exception of the transfersedan Footnote 4.
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(6) LOANS RECEIVABLE
The following table provides a detail of loarseivable as of September 30. Dollar amountexgpesssed in thousands.
HELD FOR INVESTMENT 2011 2010

Mortgage loan:
Permanent loans ¢

Residential properties $329,715 347,177
Business properti 409,73 450,30!
Partially guaranteed by VA or insuredryyA 3,947 3,801
Construction and developm: 181,66: 208,03¢
Total mortgage loal 925,06: 1,009,32.
Commercial loans 80,937 79,138
Installment loans and lease financing to individ 9,02¢ 11,57
Total loans receivable held for investnr 1,015,02° 1,100,03:
Less:
Undisbursed loan fun (20,944 (19650)
Unearned discounts and fees on loans, net of eéefewst (6,683 (7,026
Net loans receivable held for investment $37,400 1,073,357

HELD FOR SALE
Mortgage loan:
Permanent loans ¢

Residential properties $163,792 208,766
Less
Undisbursed loan funds (48,358) (106,821)
Net loans receivable held for sale $115,434 179,845

Included in the loans receivable balancegartcipating interests in mortgage loans and wholtned mortgage loans
serviced by other institutions of approximately3sillion and $16.4 million at September 30, 20h#l 2010, respectively.

Whole loans and participations serviced fiveot were approximately $65.5 million and $60.8iarnlat September 30,
2011 and 2010, respectively. Loans serviced foerstare not included in the accompanying conselitibalance sheets.

First mortgage loans were pledged to seculeB&tlvances in the amount of approximately $638IRom and $847.2
million at September 30, 2011 and 2010, respegtivel

Aggregate loans to executive officers, direstind their associates, including companies ichvtiiey have partial
ownership interest, did not exceed 5% of equitgfaSeptember 30, 2011 and 2010. Such loans wedle onader terms and
conditions substantially the same as loans magarties not affiliated with the Bank.

Proceeds from the sale of loans receivablé foelsale during fiscal 2011, 2010 and 2009, vir&93.0 million,
$1,703.7 million, and $1,576.4 million, respectixeln fiscal 2011, the Bank realized gross gain$29.4 million and
$140,000 of gross losses. In fiscal 2010, the Baakzed gross gains of $36.6 million and $17,000ross losses. In fiscal
2009, the Bank realized gross gains of $29.1 miliad gross losses of $53,000 on those sales

Lending Practices and Underwriting Standards

Residential real estate loans - The Bank sfferange of residential loan programs, includirggams offering loans
guaranteed by the Veterans Administration (“VA"ddoans insured by the Federal Housing Adminigira(i’FHA"). The
Bank’s residential loans come from several sourdé® loans that the Bank originates are geneaalsult of direct
solicitations of real estate brokers, builders,aedepers, or potential borrowers via the interréarth American periodically
purchases real estate loans from other financéititions or mortgage bankers.
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The Bank’s residential real estate loan undésrg are grouped into three different levels dobispon each underwriter’s
experience and proficiency. Underwriters withicletevel are authorized to approve loans up togpitesd dollar amounts.
Any loan over $1 million must also be approved ltiyer the CEO or the EVP/Chief Credit Officer. @entional residential
real estate loans are underwritten using FNMA’skigs Underwriter or FHLMC's Loan Prospector autoeshtinderwriting
systems, which analyze credit history, employmendtiacome information, qualifying ratios, assetergss, and loan-to-
value ratios. If a loan does not meet the autothatelerwriting standards, it is underwritten matyuakFull documentation
to support each applicant’s credit history, incoar sufficient funds for closing is required ohl@ans. An appraisal
report, performed in conformity with the Uniforma®tiards of Professional Appraisers Practice byudside licensed
appraiser, is required for all loans. Typicallye Bank requires borrowers to purchase privategagg insurance when the
loan-to-value ratio exceeds 80%.

NASB originates Adjustable Rate Mortgages (Af3Mvhich fully amortize and typically have initiates that are fixed
for one to seven years before becoming adjuste®leh loans are underwritten based on the initterést rate and the
borrower’s ability to repay based on the maximurst fadjustment rate. Each underwriting decisideddnto account the
type of loan and the borrower’s ability to pay gher rates. While lifetime rate caps are takeo @onsideration, qualifying
ratios may not be calculated at this level duentextended number of years required to reach theifulexed rate. NASB
does not originate any hybrid loans, such as payo@ion ARMs, nor does the Bank originate any sirbg loans,
generally defined as high risk or loans of subgliptimpaired quality.

At the time a potential borrower applies faeaidential mortgage loan, it is designated dseei portfolio loan, which is
held for investment and carried at amortized amrsg loan held-for-sale in the secondary marketcanded at fair value. All
the loans on single family property that the Baaldh for sale conform to secondary market undeingricriteria established
by various institutional investors. All loans drigted, whether held for sale or held for investtneanform to internal
underwriting guidelines, which consider, among othéngs, a property’s value and the borrower’dightio repay the loan.

Construction and development loans - Consbtm&nd land development loans are made primarilyuilders/developers,
who construct properties for resale. The Bankioaigs both fixed and variable rate constructi@nty and most are due
and payable within one year. In some cases, @rtenare permitted if payments are current andtoaction has progressed
satisfactorily.

The Bank’s requirements for a constructiomlage similar to those of a mortgage on an exisésglence. In addition,
the borrower must submit accurate plans, spediisat and cost projections of the property to bestmicted. All
construction and development loans are manuallgnwitten using NASB'’s internal underwriting stands Al
construction and development loans must be apprbyéke CEO and either the EVP/ Chief Credit Offioe
SVP/Construction Lending. Prior approval is regdifrom the Bank’s Board of Directors for newlyginiated construction
and development loans with a proposed balance.&frélion or greater. The bank has adopted irgtkloan-to-value limits
consistent with regulations, which are 65% for tamd, 75% for land development, and 85% for redideand non-
residential construction. An appraisal report peried in conformity with the Uniform Standards obfessional Appraisers
Practice by an outside licensed appraiser is reduwn all loans in excess of $250,000. GenerddéyBank will commit to
an initial term of 12 to 18 months on constructioans, and an initial term of 24 to 48 months ordlacquisition and
development loans, with six month renewals theeeafinterest rates on construction loans typicatljust daily and are tied
to a predetermined index. NASB'’s staff regularyfprms inspections of each property during itsstauction phase to help
ensure adequate progress is achieved before madfiegluled loan disbursements.

When construction and development loans matheeBank typically considers extensions for sh&ig-month term
periods. This allows the Bank to more frequentigleate the loan, including creditworthiness andent market conditions
and, if management believes it's in the best isteofthe Company, to modify the terms accordinghis portfolio consists
primarily of assets with rates tied to the primerand, in most cases, the conditions for loanwahiclude an interest rate
“floor” in accordance with the market conditionsitiexist at the time of renewal.

During the year ended September 30, 2011B#mk renewed a large number of loans within itsstarection and land
development portfolio due to slower home and Itdésa the current economic environment. Suchresxtas were
accounted for as Troubled Debt Restructurings (“SDK the restructuring was related to the borrgsa/éinancial difficulty,
and if the Bank made concessions that it wouldottmerwise consider. In order to determine whetiarot a renewal should
be accounted for as a TDR, management reviewelatiewer’s current financial information, includiag analysis of
income and liquidity in relation to debt servicgquaements. The large majority of these modifimasi did not result in a
reduction in the contractual interest rate or desoiff of the principal balance (although the Bades commonly require the
borrower to make a principal reduction at renewal).
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Commercial real estate loans - The Bank pwehand originates several different types of comialereal estate loans.
Permanent multifamily mortgage loans on propenies to 36 dwelling units have a 50% risk-weight fizk-based capital
requirements if they have an initial loan-to-vatago of not more than 80% and if their annual ageroccupancy rate
exceeds 80%. All other performing commercial essghite loans have 100% risk-weights.

The Bank’s commercial real estate loans acarse primarily by multi-family and nonresident@bperties. Such loans
are manually underwritten using NASB’s internal enwkiting standards, which evaluate the sourcegmdyment, including
the ability of income producing property to genersafficient cash flow to service the debt, theacity of the borrower or
guarantors to cover any shortfalls in operatingine, and, as a last resort, the ability to liquedhae collateral in such a
manner as to completely protect the Bank’s investm@ll commercial real estate loans must be apgiddy the CEO and
either the EVP/ Chief Credit Officer or SVP/Commaltending. Prior approval is required from thar®’s Board of
Directors for newly originated commercial loanshwét proposed balance of $2.5 million or greateypidally, loan-to-value
ratios do not exceed 80%; however, exceptions reapdde when it is determined that the safety ofdhe is not
compromised, and the rationale for exceeding thik is clearly documented. An appraisal repatfprmed in conformity
with the Uniform Standards of Professional Appregderactice by an outside licensed appraiser igiredjon all loans in
excess of $250,000. Interest rates on commemzalsl may be either fixed or tied to a predeterminddx and adjusted
daily.

The Bank typically obtains full personal gugeges from the primary individuals involved in th@nsaction. Guarantor
financial statements and tax returns are reviewedialy to determine their continuing ability torfmem under such
guarantees. The Bank typically pursues repaymemnt fuarantors when the primary source of repayiisamit sufficient to
service the debt. However, the Bank may decideémptirsue a guarantor if, given the guarantoriaricial condition, it is
likely that the estimated legal fees would excdedprobable amount of any recovery. Although thekBdoes not typically
release guarantors from their obligation, the Baualy decide to delay the decision to pursue civibe@ment of a
deficiency judgment.

At least once during each calendar year, eveis prepared for each borrower relationshipxcess of $5 million and for
each individual loan over $1 million. Collaterakpections are obtained on an annual basis forleantover $1 million,
and on a triennial basis for each loan between $800and $1 million. Financial information, suchtax returns, is
requested annually for all commercial real estaémé$ over $500,000, which is consistent with ingystactice, and the
Bank believes it has sufficient monitoring procesfuin place to identify potential problem loana.loan is deemed
impaired when, based on current information andhisyét is probable that a creditor will be unatdecollect all amounts due
in accordance with the contractual terms of the lagreement. Any loans deemed impaired, regardfaseir balance, are
reviewed by management at the time of the impaitrdetermination, and monitored on a quarterly bemgseatfter, including
calculation of specific valuation allowances, ipépable.

Installment Loans - These loans consist piilgnaf loans on savings accounts and consumer lifiesedit that are
secured by a customer’s equity in their primarydersce.

Allowance for Loan Losses

The Allowance for Loan and Lease Losses (“Abulecognizes the inherent risks associated witldileg activities for
individually identified problem assets as well s entire homogenous and non-homogenous loan fiastfoALLLs are
established by charges to the provision for lo@sds and carried as contra assets. Managemeyeestie adequacy of the
allowance on a quarterly basis and appropriateipions are made to maintain the ALLLs at adequatels. At any given
time, the ALLL should be sufficient to absorb adeall estimated credit losses on outstandinghbakover the next twelve
months. While management uses information cuyevhilable to determine these allowances, theyfloatuate based on
changes in economic conditions and changes imtbemation available to management. Also, regueémencies review
the Bank’s allowances for loan loss as part ofrtbgamination, and they may require the Bank togeize additional loss
provisions, within their regulatory filings (the fith Financial Report), based on the informatiomitable at the time of their
examinations.

The ALLL is determined based upon two compasei he first is made up of specific reserveddans which have been
deemed impaired in accordance with Generally Aamkpiccounting Principles (“GAAP”). The second campnt is made
up of general reserves for loans that are not iregai A loan becomes impaired when managementesli¢ will be unable
to collect all principal and interest due accordioghe contractual terms of the loan. Once a lmsbeen deemed impaired,
the impairment must be measured by comparing t@ded investment in the loan to the present valuke estimated
future cash flows discounted at the loan’s effextiate, or to the fair value of the loan basedheridan’s observable market
price, or to the fair value of the collateral ietloan is collateral dependent. The Bank recomsiseaific allowance equal to
the amount of measured impairment.
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Loans that are not impaired are evaluateddagen the Bank’s historical loss experience, dbagevarious subjective
factors, to estimate potential unidentified loss@hin the various loan portfolios. These loans eategorized into pools
based upon certain characteristics such as loan tglateral type and repayment source. The Bdok's history is
analyzed in terms of loss frequency and loss sgvelioss frequency represents the likelihood ah®not repaying in
accordance with their original terms, which wowgdult in the foreclosure and subsequent liquidatfcthe property. Loss
severity represents any potential loss resultiogfthe loan’s foreclosure and subsequent liquidatidanagement
calculates estimated loss frequency and loss $gvatios for each loan pool. In addition to aatg historical losses, the
Bank also evaluates the following subjective fagfor each loan pool to estimate future lossesagésin lending policies
and procedures, changes in economic and businaedgioas, changes in the nature and volume of tréfgdio, changes in
management and other relevant staff, changes imdlliene and severity of past due loans, changdeiguality of the
Bank’s loan review system, changes in the valuheitinderlying collateral for collateral dependeains, changes in the
level of lending concentrations, and changes iemgixternal factors such as competition and legalragulatory
requirements. Historical loss ratios are adjustezbrdingly, based upon the effect that the sulbgéactors have in
estimated future losses. These adjusted ratiogpiéed to the balances of the loan pools to deter the adequacy of the
ALLL each quarter.

During the quarter ended March 31, 2011, tbom@any adopted ASU 2011-02, as more fully describdebotnote 1 of
the consolidated financial statements. The amentiie ASU 2011-02 require prospective applicatibthe impairment
measurement guidance in ASC 310-10-35 for thosavables newly identified as impaired. As a resfihdopting ASU
2011-02, the Company reassessed all restructutiag®ccurred on or after October 1, 2010, theriegg of the current
fiscal year, for identification as TDRs. The Comypédentified as troubled debt restructurings dartaceivables for which
the allowance for credit losses had previously breeasured under a general allowance for crediefosgthodology. Upon
identifying those receivables as TDRs, the Compdestified them as impaired under the guidancesictisn 310-10-35. At
the end of March 31, 2011, the period of adoptibe,recorded investment in receivables for whiehathowance for credit
losses was previously measured under a generalaaltze for credit losses methodology and are novaired under ASC
310-10-35 was $28.1 million, and the resulting éae in the allowance for credit losses assocwitadhose receivables,
on the basis of a current evaluation of loss, v&a8 fillion. In addition, the Company identifiezhhs with a recorded
investment of $6.7 million which were previouslyedeed impaired under the guidance in ASC 310-10:86were not
considered TDRs. As a result of adopting the ammemds in ASU 2011-02, these loans were identife@@Rs and the
resulting increase in the allowance for credit éssassociated with those receivables, on the bhaisurrent evaluation of
loss, was $3.3 million. This increase in estimdtesd was due to the Company’s adoption of a changethodology for
valuing its real estate development portfolio, gitlee current adverse economic environment, duhiegjuarter ended
March 31, 2011, which is described in the followpeayagraph.

In addition to the adoption of ASU 2011-02¢d am connection with the determination of impairmehe Company
performed a review of 1) its historical residentiavelopment loan foreclosures since 2008; 2)¢ladized sale prices
versus both original and subsequent appraisalthe3yaluation trends in unsold foreclosed assetd; 4) factors affecting
the current outlook for real estate developmentddar the foreseeable future. Given the currdutese economic
environment and negative outlook in the residemtialelopment real estate market, the Company resesdéts methodology
for the valuation of loans in its real estate depelent portfolio and adopted a change in methogdiogtheir valuation as
of March 31, 2011, that applies downward “qualtatiadjustments to the real estate appraised vétuessidential
development loans that are deemed impaired. Mamagiebelieves that these qualitative appraisalsaiients more
accurately reflect real estate values in lightezfemt sales experience and economic conditions chlange in methodology
increased the provision for loan losses by $18IBomiduring the quarter ended March 31, 2011.

Based upon the significant increase in formale frequency and loss severity ratios withinBhek’s portfolios and other
gualitative factors related to the current econoroieditions, the Bank increased its general compiooieallowance for loan
losses during the fiscal year ended September(d,.2The balance of general reserves, not assigregarticular
classified loan, in the allowance for loan losseseased to $31.2 million, from $17.7 million ap&enber 30, 2010. During
the same time period, the balance of loans reckaldd to maturity decreased from $1,073.4 milkdrSeptember 30,
2010, to $987.4 million at September 30, 2011. Bherk does not routinely obtain updated apprafsaltheir collateral
dependent loans that are not adversely classifitmvever, when analyzing the adequacy of its alluesfor loan losses, the
Bank considers potential changes in the value®fitiderlying collateral for such loans as one efdhbjective factors used
to estimate future losses in the various loan pools
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The following table presents the activity liee tallowance for losses on loans for fiscal yeaedrSeptember 30, 2011,
2010, and 2009. Allowance for losses on mortgagad includes specific valuation allowances andatan allowances
associated with homogenous pools of loans. Daltaounts are expressed in thousands.

Balance at beginning of year
Provisions

Chargeoffs

Recoveries

Balance at end of year

2011 201( 200¢
$32,316 20,699 13,807
49,394 30,500 11,250
(11,780) (18,889 (4,377)
336 1 19
$70,266 32,316 20,699

The following table presents the balance eahlowance for loan losses and the recorded imazstin loans based on
portfolio segment and impairment method at SepterBbe2011. Dollar amounts are expressed in thalsa

Residential Commercial
Held For Real Construction &
Residentie Sale Estat¢ Developmer  Commercie Installmen Total
Allowance for loan loses:
Balance at October 1, 20 $ 4,427 10 6,70¢ 19,01¢ 1,01t 1,13¢ 32,31¢
Provision for loan losses 4,076 2 8,679 29,682 6,758 197 49,394
Losses charged ¢ (1,840 -- (2,186 (7,164 (91) (499 (12,780
Recoverie -- -- -- 327 -- 9 33€
Balance at September 30, 2011 $ 6,663 12 13,201 £B38 7,682 845 70,266
Ending balance of allowant
for loan losses related
to loans
Individually evaluated fc
impairment $ 1,498 12 4,871 33, 4,038 640 39,090
Collectively evaluated fi
impairment $ 5,165 -- 8,330 8 3,644 205 31,176
Acquired with deteriorated
credit quality $ -- -- -- -- -- -- --
Loans
Balance at September 30, 2011 $330,077 115,434 405,745 162,021 80,555 9,002 1,102,834
Ending balance:
Loans individually evaluate
for impairmen $ 11,12« 12 21,65:¢ 108,35! 8,71¢ 70z 150,56(
Loans collectively evaluat:
for impairmen $ 316,43 115,42: 384,09: 53,66¢ 71,841 8,30( 949,75t
Loans acquired wit
Deteriorated credit quality $ 2,516 -- -- -- -- -- 2,516

Classified Assets, Delinguencies, and Non-accruabhns

Classified assetsln accordance with the Bank’s asset classificagigsiem, problem assets are classified with riskgat

of either “substandard,” “doubtful,” or “loss.” Aasset is considered substandard if it is inadetyuptotected by the

borrower’s ability to repay, or the value of coletl. Substandard assets include those charaatdriza possibility that the
institution will sustain some loss if the deficigggare not corrected. Assets classified as doluidive the same weaknesses
of those classified as substandard with the adHarthcteristic that the weaknesses present malextioh or liquidation in

full, on the basis of currently existing facts, dd@ions, and values, highly questionable and imphdb. Assets classified as
loss are considered uncollectible and of sucle litlue that their existence without establishisgecific loss allowance is

not warranted.

37



In addition to the risk rating categories fjooblem assets noted above, loans may be assigigdrating of “pass,”
“pass-watch,” or “special mention.” The pass catgdncludes loans with borrowers and/or collat¢hal is of average
quality or better. Loans in this category are adered average risk and satisfactory repaymentgeeed. Assets classified
as pass-watch are those in which the borrowerheasapacity to perform according to the terms apadyment is expected.
However, one or more elements of uncertainty exdssets classified as special mention have a pateveakness that
deserves management’s close attention. If lefetended, the potential weakness may result in idesion of repayment
prospects.

The early adoption of ASU 2011-02 during thiarer ended March 31, 2011, and the prospectaghied impairment
caused an increase in loans considered TDRs, wafgohincreased the assets classified as “substhitdBhe increase in
TDRs, and related increase in loan loss provisaoa discussed in Footnote 1 to the condensed ¢datad financial
statements.

Each quarter, management reviews the proldemslin its portfolio to determine whether chartgethe asset

classifications or allowances are needed. Thewatlg table presents the credit risk profile of @@mpany’s loan portfolio
based on risk rating category as of September@D1.2 Dollar amounts are expressed in thousands.

Residential Commercial

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

Pass $ 312,206 115,422 351,132 ,688 48,822 8,237 864,487
Pass< Watct 2,32¢ -- 12,86+ 16,187 -- -- 31,37¢
Specia Mentior 1,26¢ -- 10,81( 352 23,02( 31 35,48:
Substandard 12,780 -- 26,068 88,782 4,675 94 132,399
Doubtful - - - - - - -
Loss 1,49¢ 12 4,871 28,031 4,03¢ 64C 39,09(

Total $ 330,077 115,434 405,745 182,0 80,555 9,002 1,102,834

The following table presents the Company'silpartfolio aging analysis as of September 30, 2(allar amounts 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 4,01z -- 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 2,154 41,271 51,129 1,051,705 1,102,834 --
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When a loan becomes 90 days past due, the 8apk accruing interest and establishes a refartee interest accrued-
to-date. The following table presents the Compangnaccrual loans at September 30. This table dokinclude
purchased impaired loans or troubled debt restringfsi that are performing. Dollar amounts are egped in thousands.

2011 201C

Residential $ 10,407 10,552
Residential held for sc 1 26
Commercial real este 5,671 10,30¢
Construction & development 17,056 ,13
Commercie 8,067 --
Installment 69 330

Total $ 41,271 29,368

Gross interest income would have increase$i2o§ million, $1.8 million and $2.3 million for theears ended September
30, 2011, 2010 and 2009, respectively, if the nonaad loans had been performing. As of SeptemBe311 and 2010, the
Bank had no loans in its portfolio that were 90sday more past due and still accruing.

A loan becomes impaired when management kedigwvill be unable to collect all principal amterest due according to
the contractual terms of the loan. A restructuohdebt is considered a TDR if, because of a d&bfimancial difficulty, a
creditor grants concessions that it would not atfe consider. Loans modified in troubled debtrreturings are also
considered impaired. Concessions granted in a @@/ include a reduction in interest rate on ten| payment
extensions, forgiveness of principal, forbearancetber actions intended to maximize collectiomc®a loan has been
deemed impaired, the impairment must be measuredinparing the recorded investment in the loahégaresent value of
the estimated future cash flows discounted atdha's effective rate, or to the fair value of tban based on the loan’s
observable market price, or to the fair value efdbllateral if the loan is collateral dependefihe Bank records a specific
loss allowance equal to the amount of measurediimpat, if applicable.

During the fiscal year ended September 301281 Company modified three residential loan#h &irecorded
investment of $792,000 prior to modification, whisbre deemed TDRs. The modifications, which lowehe interest
rates, extended the maturity dates, and forgaved®Rof loan principal, resulted in specific lofswances of $53,000
based upon the present value of expected futureftass, discounted at the contractual interes acdtthe original loan
agreement. In addition, the Company modified ieenmercial real estate loans during the year, avithcorded investment
of $5.6 million prior to modification, which wereedmed TDRs. The Bank lowered the interest rateneed the maturity
dates, and, in the case of one modification, dsdiedditional funds for improvements to the prypePrior to
modification one such commercial real estate loas onsidered impaired and collateral dependedthad been written
down to the fair value of the collateral, less sdstsell. The remaining four commercial real teskaans were deemed
impaired and collateral dependent at the time difieation. However, the fair value of the colletk less costs to sell, was
in excess of the recorded investment in the IoBmerefore, the Bank did not record a specific neseelated to these TDRs.
Also during the fiscal year, the Company modifigdety-six land development loans, with a recordestment of $98.5
million prior to modification, which were deemed RB. These modifications were the result of extersitypically for a
six-month period, and did not result in a reducfiothe contractual interest rate or a write-oftteé principal balance. Such
loans are considered collateral dependent, anchtiaiifications resulted in specific loss allowanoé&$24.7 million, based
upon the fair value of the collateral. Specifisd@llowances are included in the calculation tifreged future loss ratios,
which are applied to the various loan portfoliosgarposes of estimating future losses. TDRs sethy residential
properties with a recorded investment of $395,0@Rs secured by commercial properties with a reetbidvestment of
$3.8 million, and TDRs secured by land developnpeaperties with a recorded investment of $8.9 milldefaulted during
the year ended September 30, 2011. Managemeritieonthe level of defaults within the various falibs when
evaluating qualitative adjustments used to detegrttie adequacy of the Allowance for Loan and Léasses.
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The following table presents the recorded adeof troubled debt restructurings as of Septer@BerDollar amounts are

expressed in thousands.

2011 2010
Troubled debt restructurings:
Residentie $ 3,86¢ 7,145
Residential held for sale -- --
Commercial real estate 6,250 623
Construction & developme 71,681 15,96(
Commercial -- --
Installmen -- --
Total $ 81,80¢ 23,73(
Performing troubled debt restructurings:
Residentic $ 84¢ 5,79¢
Residential held for sale -- --
Commercial real estate 6,250 --
Construction & develcmen 65,50¢ 15,79:
Commercial -- -
Installmen -- --
Total $ 72,60: 21,58¢

At September 30, 2011, the Bank had outstgndmmitments of $1.3 million to be advanced inremtion with TDRs.

At September 30, 2010, no additional funds wereritted to be advanced in connection with TDRs.

The following table presents impaired loans|uding troubled debt restructurings, as of Sepn30, 2011. Dollar

amounts are expressed in thousands.

Unpaid YTD Average Interest
Recorded Principal Specific Investment in Income
Balance Balance Allowance Impaired Loans Recoghize
Loans without a specific valuation allowar
Residential $ 5,035 5,088 - 5,006 181
Residential held for sale -- -- -- -- --
Commercial real este 5,702 5,732 -- 5,81¢ 44t
Construction & development 31,072 1,094 - 29,786 ,520
Commercial - -- -- -- --
Installmen -- - -- - --
Loans with a specific valuation allowan
Residentie $ 4,591 6,18¢ 1,49¢ 5,299 19¢
Residential held for sale -- 12 12 11 --
Commercial real este 11,07¢ 15,98t 4,871 13,52t 665
Constructiol & developmer 49,25: 77,32 28,03: 58,27: 3,41%
Commercial 4,675 8,790 4,038 6,063 91
Installmen 62 704 64C 21€ 40
Total:
Residentie $ 9,62¢ 11,27¢ 1,49¢ 10,30¢ 37¢
Residential held for se -- 12 12 11 --
Commercial real estate 16,782 21,71 4,871 19,341 1,108
Construction & developme 80,32« 108,39¢ 28,03: 88,05¢ 4,93
Commercial 4,675 8,790 4,038 6,063 91
Installment 62 704 640 216 40
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Although the Bank has a diversified loan paitf, a substantial portion is secured by realtestd he following table
presents information as of September 30 aboubttetibn of real estate that secures loans in t’Banortgage loan

portfolio. The line item “Other” includes totahiestments in other states of less than $10 miimech. Dollar amounts are

expressed in thousands.

2011
Residential Construction

14 5 or mort Commercis anc
State family family real estate development Total
Missouri 1358 35,918 47,953 70,646 290,035
Kansa 40,80¢ 5,84: 34,35¢ 102,31¢ 183,32.
Texas 19,004 6,399 46,876 -- 72,279
Colorado 5,452 1,686 40,717 - - 47,855
Californie 19,12: -- 7,017 -- 26,13¢
Arizona 9,905 478 11,367 3,896 25,646
Oklahomi 2,88( 3,862 18,60« -- 25,34¢
Florids 14,21 872 7,47( 2,48: 25,03¢
lllinois 6,504 192 11,217 2,098 20,011
North Carolini 7,69¢ -- 11,61: -- 19,30¢
Ohio 3,159 -- 13,691 -- 16,850
Indiane 2,06¢ -- 13,847 -- 15,91¢
Washirgtor 5,79¢ -- 9,50¢ -- 15,30(
Other 67,508 4,582 69,703 522 142,018

339,63! 59,83! 343,93: 181,66 925,06:

201(
Residentic Constructiol

1-4 5 or more Commercial and
State family family real estate development Total
Missouri 157,44« 32,80¢ 62,28’ 82,17: 334,705
Kansas 42,539 5,978 31,579 111,96 195,062
Texas 17,127 7,697 46,632 6,088 77,544
Coloradc 5,90: 1,76¢ 51,50: -- 59,17:
Arizona 10,400 533 16,507 4,811 32,251
Oklahomi 2,72 3,952 19,837 -- 26,517
Florids 14,33( 89¢€ 9,69¢ -- 24,92¢
North Carolina 8,202 -- 16,715 -- 24,917
lllinois 8,10( 20C 11,40¢ -- 19,70¢
California 16,988 -- 2,304 -- 19,292
Ohia 3,47¢ -- 14,53 -- 18,01
Indiane 2,26( -- 14,142 -- 16,40:
Washington 5,123 -- 9,963 -- 15,086
Georgit 4,84( 884 5,53¢ -- 11,257
Michigan 381 - 9,760 - 10,141
Other 65,663 4,361 54,308 - - 124,332

365,50¢ 59,07’ 376,70( 208,03¢ 1,009,222
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The Bank issues various representations andmiées and standard recourse provisions assdaiatk the sale of loans
to outside investors, which may require the Bankefmurchase a loan that defaults or has identifefdcts, or to indemnify
the investor in the event of a material breachootiactual representations and warranties. Suavigions related to early
payoff and early payment default typically expit® 180 days after purchase. Repurchase obligatelated to fraud or
misrepresentation remain outstanding during tleedffthe loan. During the fiscal year ended Sept30, 2011, 2010 and
2009, the Bank established reserves related towsarepresentations and warranties that reflecagement’s estimate of
losses based on various factors. Such factorgsdaatstimated level of defects, historical repuseldemand, success rate in
avoiding claims, and projected loss severity. Researe established at the time loans are sottlypdated during their
estimated life. Although an investor may demanmlrehase at any time, most occur within the finst to three years
following origination. During the last six fiscgéars, the Bank sold loans with recourse totaling $illion, of which $4.7
billion and $4.3 billion remain outstanding at Sapber 30, 2011 and 2010, respectively. It is mamegt's estimate that
the total recourse liability associated with suzdins was $3.5 million and $2.2 million at Septen8#:r2011 and 2010,
respectively. The reserve for such losses is deduin “Accrued expenses and other liabilitiesttia Bank’s consolidated
financial statements. Prior to fiscal 2009, logsdsted to such representations and warranties merimal.

During the fiscal years ended September 3012R010 and 2009, the Bank experienced increasses resulting from
investor charges for loans with defects, repurathésans, and early prepayment and early defaulilies. This trend
accelerated during the last half of the fiscal 2808 continued through fiscal 2011. The Compapunehased or incurred
losses on loans with balances of $11.6 million &d million during fiscal year 2011 and 2010, exdjvely. Total losses
incurred on these loans were $1.4 million, $754,800 $841,000 during fiscal year 2011, 2010 an®26B8spectively.
Repurchased loans are recorded at fair value aaldaged for impairment in accordance with GAAP.

The following table presents the activity lire reserve related to representations and warsdotiehe year ended
September 30. Dollar amounts are expressed irsdmols.

2011 201(C
Balance at beginning of ye $ 2,157 1,06
Additions to reserve 2,754 1,848
Losses and penalties incur (1,376 (754)
Balance at end of ye $ 3,53¢ 2,157

The increase in repurchase loans and settldosses related primarily to weak economic condgj as investors made
increased demands associated with the higher ¢éVveans in default. The Bank has had some suéonessiding claims.
During fiscal 2011, the Bank successfully clearigghteen out of sixty, or thirty percent, of the ueghase requests that it
received. During fiscal 2010, the Bank succesgftltared eighteen out of forty-nine, or thirty-se\percent, of the
repurchase and make whole requests that it receiVbid success rate is one indicator of futuredesbut it is affected by
various factors such as the type of claim andrikiestor making the claim. To the extent that eatina@onditions,
particularly the housing market, do not recoveis ihanagement’s opinion that the Bank will conéita have increased loss
severity on repurchased loans, resulting in furttdgtitions to the reserve. However, the Bank begaighten underwriting
standards in mid 2008, so it expects a lower lef’feépurchase requests for loans originated themeaf

(7) FORECLOSED ASSETS HELD FOR SALE

The following table presents real estate owanadi other repossessed property as of Septembdd@@r amounts are
expressed in thousands.

2011 201(

Real estate acquired through by deed in lieu of) foreclosu $ 27,23 40,68¢
Less: allowance for losses (10,295) (2,327)

Total $ 16,93 38,36:
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In determining fair values of foreclosed assets,@ompany performed a review of 1) its historieslidential
development loan foreclosures since 2008; 2)dhézed sale prices versus both original and sules#gppraisals; 3) the
valuation trends in unsold foreclosed assets; énthctors affecting the current outlook for restagde development loans for
the foreseeable future. Given the current advecsaomic environment and negative outlook in tts&ential development
real estate market, as of March 31, 2011, the Capnpassessed its methodology for the valuatiasséts in its real estate
development portfolio and adopted a change in ndetlogy for the valuation of the portfolio that aigsl downward
“qualitative” adjustments to the real estate amgaivalues for foreclosed development propertigs. believe that these
gualitative appraisal adjustments more accuratdlgat real estate values in light of the salessemce and economic
conditions that we have recently observed. Thange in methodology increased the provision fos tns REO by $7.2
million during the quarter ended March 31, 2011.

The allowance for losses on real estate ovmaddes the following activity for the years endgeptember 30. Dollar
amounts are expressed in thousands.

2011 201(C 200¢
Balance at beginning of ye $ 2,321 -- 66¢
Provision for loss 11,383 2,649 727
Chargeoffs (3,982 (1,060 (1,691
Recoveries 567 738 295
Balance at end of year $ 10,295 2,327 -

In addition to the provision for loss notedab, the Company incurred net expenses of $1.%omil$2.0 million, and
$335,000 related to foreclosed assets held forcsaiag the fiscal years ended September 30, 22010 and 2009,
respectively.

(8) PREMISES AND EQUIPMENT

The following table summarizes premises andmgent as of September 30. Dollar amounts areesgpd in thousands.

2011 201(
Land $ 4,308 4,308
Buildings and improvements 12,726 12,671
Furniture, fixtures and equipmt 13,127 10,91
30,161 27,890
Accumulated depreciation (15,727) (14)05
Total $ 14,43 13,83¢

Certain facilities of the Bank are leased undgious operating leases. Amounts paid for espiense for the fiscal years
ended September 30, 2011, 2010, and 2009, werexpmately $704,000, $552,000, and $568,000, respyt

Future minimum rental commitments under nonetable leases are presented in the following tablalar amounts are
expressed in thousands.

Fiscal year ended

September 30, Amount
201z $ 87t
2013 823
2014 80z
201t 792
2016 723
Thereafte 844
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(9) INVESTMENT IN LLCs

The Company is a partner in two limited lighitompanies, Central Platte Holdings LLC (“Cehféatte”) and NBH,
LLC (“NBH”), which were formed for the purpose ofifghasing and developing vacant land in Platte GoWtissouri.
These investments are accounted for using theyeangithod of accounting.

The Company'’s investment in Central Plattescsia of a 50% ownership interest in an entity tfeatelops land for
residential real estate sales. Sales of lots hat/enet 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 utilizesuétifaceted approach to measure the potential impent. The internal
model utilizes the following valuation methods:ligjuidation or appraised values determined by @ependent third party
appraisal; 2) an on-going business, or discourdst ows method wherein the cash flows are derir@d the sale of fully-
developed lots, the development and sale of pigrtiglveloped lots, the operation of the homeownassociation, and the
value of raw land obtained from an independenttharty appraiser; and 3) another on-going busimethod, which
utilizes the same inputs as method 2, but prestima¢sash flows will first be generated from thies# raw ground and then
from the sale of fully-developed and partially-diexeed lots and the operation of the homeowner's@aton. The internal
model also includes an on-going business methodeivhéhe cash flows are derived from the sale y-eveloped lots, the
development and sale of partially-developed Idts,dperation of the homeowner’s association, aadiivelopment and sale
of lots from the property that is currently rawdanHowever, management does not feel the resuolts this method provide
a reliable indication of value because the timébtdld-out” the development exceeds 18 years. Beeaf this unreliability
the results from this method are given a zero vigighn the final impairment analysis. The sigeéfnt inputs include raw
land values, absorption rates of lot sales, andikeh discount rate. Management believes thisiffadeted approach is
reasonable given the highly subjective nature efassumptions and the differences in valuatiomigcies that are utilized
within each approach (e.g., order of distributidmssets upon potential liquidation). It is mamaget's opinion that no one
valuation method within the model is preferabléhte other and that no one method is more likelydzur than the other.
Therefore, the final estimate of value is determiibg assigning an equal weight to the values dérik@m each of the first
three methods described above.

As a result of this analysis, the Company meitged that its investment in Central Platte wasemially impaired and
recorded an impairment charge of $2.0 million ($1illion, net of tax) during the year ended Septen&0, 2010.

The following table displays the results dedvrom the Company’s internal valuation modelgpt8mber 30, 2011, and
the carrying value of its investment in Centraltfelat September 30, 2011. Dollar amounts areesspd in thousands.

Method : $ 15,34¢
Method 2 16,456
Method : 18,61
Average of methods 1, 2, an $ 16,80¢
Carrying value of investment in Central Platte Hiods, LLC $ 16,31

The Company'’s investment in NBH consists 60& ownership interest in an entity that holds tavd, which is
currently zoned as agricultural. The general marsamtend to rezone this property for commeraial/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 itssimvent for
impairment in accordance with ASC 323-10-35-32,chtprovides guidance related to a loss in valuenoéquity method
investment. Potential impairment was measureddasdiquidation or appraised values determinedyndependent third
party appraisal. As a result of this analysis,Gloenpany determined that its investment in NBH waserially impaired and
recorded an impairment charge of $1.1 million ($698, net of tax) during the year ended SeptemBgP310. The results
of this analysis as of September 30, 2011, didnthitate any additional impairment of the Comparisisestment in NBH.
The carrying value of the Company’s investment BH\was $1.4 million at September 30, 2011.
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(10) CUSTOMER AND BROKERED DEPOSIT ACCOUNTS

Customer and brokered deposit accounts asmteSiber 30 are illustrated in the following tabl@ollar amounts are

expressed in thousands.

2011 201(C
Amounti % Amounti %

Demand deposit accounts $ 95,071 12 79,948 8
Savings accoun 137,17 17 88,81« 10
Money market demand accou 33,21« 4 20,03: 2
Certificate accounts 519,222 64 677,764 73
Brokered accoun 24,99¢ 3 66,89¢ 7

$ 809,67! 10C 933,45: 10C

Weighted average interest 1.27% 1.86%

The aggregate amount of certificate accoumexcess of $100,000 was approximately $147.9anilind $201.5 million
as of September 30, 2011 and 2010, respectively.

The following table presents contractual m#ag of certificate accounts as of September 8Q,12 Dollar amounts are

expressed in thousands.

Maturing during the fiscal year ended Septemifer 3

2017
201z 201z 2014 201¢ 201¢€ and afte Total
Certificate accounts $ 409,470 82,764 8,746 11,968 5,295 979 519,222
Brokered accoun 24,99 -- -- -- -- -- 24,99
Total $ 434,46 82,76¢ 8,74¢ 11,96¢ 5,29t 97¢ 544,21¢

The following table presents interest exparseustomer deposit accounts for the years endeigi@ber 30. Dollar
amounts are expressed in thousands.

2011 2010 2009
Savings accounts $ 746 690 886
Money market demand and demand deposit acc 291 32C 50C
Certificate and brokered accounts 14,184 16,466 ,62253
$ 15,221 17,476 25,011
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(11) ADVANCES FROM FEDERAL HOME LOAN BANK

Advances from the FHLB are secured by alllsteeld in the FHLB, mortgage-backed securities fnstl mortgage loans
with aggregate unpaid principal balances equappr@&imately 160% of outstanding advances not sethy FHLB stock.
The following table provides a summary of advarmegear of maturity as of September 30. Dollar ants are expressed
in thousands.

2011 201C
Weighte( Weighte(
average average
Year ending September & Amouni rate Amouni rate

2011 $ - -% $ 186,00( 4.30%
2012 147,000 0.57% 25,000 2.18%
201z 25,00( 1.54% 2500C 1.54%
2014 - -% - -%
2015 50,000 1.83% 50,000 1.83%
201¢ 25,00( 1.57% -%

$  247,00( 1.03% $ 286,00 3.44%

The Bank’s advances have a fixed interestaaterequire monthly interest payments, with alsipgincipal payment due at
maturity. At September 30, 2011 and 2010, the Batkno advances that were callable at the opfithred~ederal Home Loan
Bank.

(12) SUBORDINATED DEBENTURES

On December 13, 2006, NASB Financial, Inaotigh its wholly owned statutory trust, NASB Preéet Trust | (the “Trust”),
issued $25 million of pooled Trust Preferred Semsi The Trust used the proceeds from the offeidrpurchase a like amount
of NASB Financial Inc.’s subordinated debenturéhe debentures, which have a variable rate of 1.6%86 the 3-month
LIBOR and a 30-year term, are the sole assetseofthst. In exchange for the capital contributiorexle to the Trust by NASB
Financial, Inc. upon formation, NASB Financial, Imwvns all the common securities of the Trust.

In accordance with Financial Accounting StaddaBoard ASC 810-10, the Trust qualifies as aigpparpose entity that is
not required to be consolidated in the financiatesnents of the Company. The $25.0 million Trusfdé?red Securities issued by
the Trust will remain on the records of the Trushe Trust Preferred Securities are included im Taapital for regulatory
capital purposes.

The Trust Preferred Securities have a varimiéest rate of 1.65% over the 3-month LIBOR, arel mandatorily redeemable
upon the 30-year term of the debentures, or updieeeedemption as provided in the Indenture. dbbentures are callable, in
whole or in part, after five years of the issuadate. The Company did not incur a placement oualnnustee fee related to the
issuance. The securities are subordinate to fadiratebt of the Company and interest may be defenpeo five years.

(13) INCOME TAXES

The differences between the effective incoaxeraites and the statutory federal corporate t&xfoa the years ended
September 30 are as follows:

2011 201(C 200¢
Statutory federal income tax r 35.0% 35.0% 35.0%
State income taxes, net of federal benefit 0 3. 3.2 3.1
Other, net 0.t (6.5) (0.6)
38.5% 31.7% 37.5%
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Deferred income tax expense (benefit) redtdrs temporary differences in the recognition afdme and expense for tax
purposes and financial statement purposes. Tlewiog table lists these temporary differences thedr related tax effect for the

years ended September 30. Dollar amounts are qafén thousands.

2011 2010 2009
Deferred loan fees and costs $ 3 (11) 30
Accrued interest receivable (522) 21 463
Tax depreciation vs. book depreciation 132 124 41
Basis difference on investments 2 (10) (©)
Loan loss reserves (1,661) (6,332) (2,402)
Mark-to-market adjustment 149 460 186
Mortgage servicing rights (64) 121 (99)
Impairment loss on investment in LLCs - (1,207) --
Accrued expenses (1,732) (135) (166)
Other (40) (62) 147
$ (3,733) (7,173) (1,803)

The tax effect of significant temporary diffeces representing deferred tax assets and liebiite presented in the following

table. Dollar amounts are expressed in thousands.

2010

14,322
36
440
301

1,207

16,306

(64)

(10)
(419)

(266)
(485)

(304)

(1,548)

2011
Deferred income tax assets:
Loan loss reserves $ 15,983
Book depreciation in excess of tax depreciation --
Accrued interest receivable 962
Accrued expenses 2,033
Unrealized loss on securities available foe sal 464
Impairment loss on LLCs 1,207
20,649
Deferred income tax liabilities:
Mortgage servicing rights -
Basis difference on investments (12)
Deferred loan fees and costs (422)
Unrealized gain on securities available foesal -
Mark-to-market adjustment (634)
Book depreciation in excess of tax depreciation (96)
Other (264)
(1,428)
Net deferred tax asset $ 19,221

14,758

The following table reconciles the liabilitgrfunrecognized tax benefits from the beginnintheoend of the fiscal year ended

September 30, 2010. Dollar amounts are expressgiuisands.

Balance at beginning of year $
Settlements attributable to tax positions tattenng a prior period
Adjustment for over-accrual of liability for tecognized tax benefits

Liability for unrecognized tax benefits at end eby $

326
(251)
(75)

During the year ended September 30, 2010Ctmepany’s liability for unrecognized tax benefitsxgliminated due to

settlements with various taxing authorities.
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The Company’s policy is to recognize intewasd penalties related to unrecognized tax bengiikén income tax expense in
the consolidated statements of income.

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

(14) STOCKHOLDERS® EQUITY

The Company did not pay any cash dividendsststockholders during the year ended Septemhe2@0L. In accordance
with the April 2010 supervisory agreement, whickéscribed more fully in Footnote 25, the Companestricted from the
payment of dividends or other capital distributialsing the period of the agreement without prioitten consent from its
primary regulator.

During fiscal 2010, the Company paid quartedgh dividends on common stock of $0.225 per strafdovember 27, 2009,
and February 26, 2010.

During fiscal 2009, the Company paid quartedgh dividends on common stock of $0.225 per strafdovember 28, 2008,
February 27, 2009, May 29, 2009, and August 289200

During fiscal 2011, 2010 and 2009, the Compdidynot repurchase any shares of its own stock.

(15) REGULATORY CAPITAL REQUIREMENTS

The Bank is subject to various regulatory dpequirements as administered by Federal bardgegcies. Failure to meet
minimum capital requirements can initiate certaemahatory, and possibly additional discretionaryioas by the regulators that,
if undertaken, could have a direct material eftecthe Bank’s financial statements. Under thetehpdequacy guidelines and
the regulatory framework for prompt corrective antithe Bank must meet specific capital guidelthes$ involve quantitative
measures of the Bank’s assets, liabilities, anthteoff-balance sheet items as calculated undgia&ry accounting practices.
The Bank’s capital amounts and classification #se subject to qualitative judgments by regulatdysut components, risk
weightings, and other factors.

Quantitative measures established by regulati®@nsure capital adequacy require the Bank totaia minimum capital
amounts and ratios (set forth in the table beloWi)e Bank’s primary regulatory agency requires thatBank maintain minimum
ratios of tangible capital (as defined in the ragjohs) of 1.5%, core capital (as defined) of 4% #otal risk-based capital (as
defined) of 8%. The Bank is also subject to pronwtective action capital requirement regulatisesforth by the FDIC. The
FDIC requires the Bank to maintain a minimum ofrTlietotal and core capital (as defined) to riskghited assets (as defined),
and of core capital (as defined) to adjusted tdagibsets (as defined). Management believesatatf, September 30, 2011, the
Bank meets all capital adequacy requirements, fohwihis subject.

As of September 30, 2011 and 2010, the mesinteguidelines from the OCC categorized the Bankwell capitalized” under
the regulatory framework for prompt corrective anti To be categorized as well capitalized, thekBanst maintain minimum
total risk-based, Tier 1 risk-based, and Tier ktage ratios as set forth in the table. Managenhees not believe that there are
any conditions or events occurring since notifaatihat would change the Bank’s category.
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The following tables summarize the relatiopdhétween the Bank’s capital and regulatory requéns.

expressed in thousands.

September 3(
2011 201(C
GAAP capital (Bank only $ 153,502 170,419
Adjustment for regulatory capital:
Intangible asse (2,471) (2,571)
Disallowed servicing and deferred tax assets -- (23)
Reverse the effect of SFAS No. : 741 (424)
Tangible capital 151,77. 167,40:
Quialifying intangible assets -- --
Tier 1 capital (core capital) 151,772 167,401
Qualifying valuation allowanc 13,76¢ 16,227
Risk-based capital $ 165,54( 183,62¢

As of September 30, 20

Minimum Required To Be “Well Capitalized’

For Capital Under Prompt Corrective
Actual Adequacy Purpos Action Provision
Amouni Ratic Amouni Ratic Amouni Ratic
Total capital (to risk-weighted assets) 465,540 15.3% 86,721 >8% 108,402 210%
Core capital (to adjusted tangible assets) 21,7 12.3% 49,253 >4% 61,567 >5%
Tangible capital (to tangible assets) 151,772 .3%2 18,470 >1.5% -- --
151,7724.0% - - 65,041 >6%

Tier 1 capital (to risk-weighted assets)

Dollar amounts are

As of September 30, 20
Minimum Required To Be “Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purpos Action Provision
Amount  Ratic Amouni Ratic Amouni Ratic
Total capital (to risk-weighted assets) 483,628 14.2% 103,738 >8% 129,673 >10%
Core capital (to adjusted tangible assets) 87,4 11.9% 56,444 24% 70,555 >5%
Tangible capital (to tangible assets) 167,401 9%l 21,167 >1.5% -- -
Tier 1 capital (to risk-weighted assets) 167,40112.9% - - 77,804 >26%

(16) EMPLOYEES’ RETIREMENT PLAN

Substantially all of the Bank’s full-time empgkes participate in a 401(k) retirement plan {fflan”). The Plan is
administered by Standard Insurance Company, thradmgth employees can choose from a variety of retatual funds to invest
their fund contributions. Under the terms of thanPthe Bank makes monthly contributions for tleedfit of each participant in
an amount that matches one-half of the particigasahtribution, not to exceed 3% of the participamtonthly base salary. All
contributions made by participants are immediatelsted and cannot be forfeited. Contributions niadiéhe Bank, and related
earnings thereon, become vested to the particigactzrding to length of service requirements asifipd in the Plan. Any
forfeited portions of the contributions made by Bank and the allocated earnings thereon are asestitice future contribution
requirements of the Bank. The Plan may be modifietknded or terminated at the discretion of thekBa

The Bank’s contributions to the Plan amourtte$i523,000, $583,000, and $468,000 for the yaadsa September 30, 2011,
2010, and 2009, respectively. These amounts hese included as compensation and fringe benefiisrese in the
accompanying consolidated statements of operations.
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(17) STOCK OPTION PLAN

On January 27, 2004, the Company’s stockhsldpproved an equity stock option plan through whbigtions to purchase up
to 250,000 shares of common stock may be granteffiters and employees of the Company. Optiong beagranted over a
period of ten years. The option price may notdss than 100% of the fair market value of the shanethe date of the grant.

The following table summarizes Option Planvétgtduring fiscal years 2011, 2010, and 2009.

Weighted av( Range ol
Numbe exercise pric exercise pric
of shares per share per share
Options outstanding at October 1, 2 72,03¢ $ 36.4: $ 30.3:42.5:
Forfeitec (10,000 35.5( 35.5(
Options outstanding at September 30, 2009 62,038 36.56 30.33-42.53
Forfeitec (12,500 42.17 42.17
Options outstanding at September 30, : 49,53¢ 35.1¢ 30.3:-42.5:
Forfeited - - --
Options outstanding at September 30, Z 49,53¢ $ 35.1¢ $ 30.3%-42.5:

The weighted average remaining contractualdffoptions outstanding at September 30, 20110.28dd 2009, were 4.8
years, 5.8 years and 5.6 years, respectively.

The following table provides information redigg the expiration dates of the stock optionstaniding at September 30,
2011.

Number Weighted averag
of share exercise pric
Expiring on:
July 27, 201 3,00 $ 35.5(
Novembe 30, 201: 50C 39.7¢
August 1, 2015 10,000 42.17
August 4, 201 50C 42.5:
July 21, 2016 15,500 32.91
November 29, 2016 6,000 39.33
July 24, 201 14,03¢ 30.3:
49,538 $ 35.15

Of the options outstanding at September 301285,530 are immediately exercisable and 4,00&x»ercisable at future dates
in accordance with the vesting schedules outlineshich stock option agreement.

The following table illustrates the range géeise prices and the weighted average remairingactual lives for options
outstanding under the Option Plan as of Septembe2(BL1.

Options Outstandir
Weighted avg.

Options Exercisab
Weighted avg.

Weighted avg.
Range o

remaining exercis exercisi
exercise prices Number contractual life price Namb price
$ 35.50 3,000 2.8 years $ 35.50 3,000 $ 3550
39.7¢ 50C 3.2 year 39.79 50C 39.79
42.17-42.53 10,500 3.8 years 42.18 10,500 42.18
32.91 15,50( 4.8 year 32.91 15,50( 32.91
39.3:¢ 6,00( 5.2 yeas 39.3:¢ 4,80( 39.3:
30.33 14,038 5.8 years 30.33 11,230 30.33
49,53¢ 45,53(
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(18) SEGMENT INFORMATION

The Company has identified two principal opiegasegments for purposes of financial reportiBginking and Mortgage
Banking. These segments were determined basdteddampany’s internal financial accounting and répg processes and are
consistent with the information that is used to enagerating decisions and to assess the Compaerftrmance by the

Company'’s key decision makers.

The Mortgage Banking segment originates mgetdaans for sale to investors and for the poxfofithe Banking segment.
The Banking segment provides a full range of bagkiervices through the Bank’s branch network, esteuof mortgage loan
originations. A portion of the income presentethia Mortgage Banking segment is derived from salésans to the Banking
segment based on a transfer pricing methodologdysttesigned to approximate economic reality. Otfeer and Eliminations
segment includes financial information from thegmrcompany plus inter-segment eliminations.

The following table presents financial infotioa from the Company’s operating segments forytrers ended September 30,

2011, 2010, and 2009. Dollar amounts are exprassdusands.

Mortgage Other an
Year ended September 30, 2011 Banking Banking Réitions Consolidated
Net interest incon $ 52,63 -- (468, 52,16¢
Provision for loan loss 49,32¢ -- 68 49,39«
Other income (8,878) 34,736 (1,384) 24,474
General and administrative exper 23,26: 31,12« (689) 53,69¢
Income tax expense (11,101) 1,391 (474) (10,184)
Net income (loss) $ (17,732) 4,22 (757) (16,268)
Total assets $1,231,109 1,496 97D, 1,253,584
Mortgage Other and
Year ended September 30, 2 Banking Banking Eliminations Consolidate
Net interest incorn $ 5431 -- (462, 53,84¢
Provision for loan losses 30,500 - - 30,500
Other incom 5,53 42,44¢ (4,396 43,58(
General and administrative expenses 24,345 33,838 (516) 57,667
Income ta: expens 1,34¢ 3,318 (1,724 2,93¢
Net income (los¢ $ 3,64 5,292 (2,618 6,32%
Total asse’ $1,413,19 1,192 19,80¢ 1,434,19
Mortgage Other ind
Year ended September 30, 2 Banking Banking Eliminations Consolidate
Net interest income $ 48,213 - - (808) 47,405
Provision for loan loss 11,25( -- -- 11,2t0
Other income 8,419 34,212 (2,137) 40,494
General and administrative expenses 20,941 26,667 (892) 46,716
Income tax expen 9,41( 2,90t (1,091 11224
Net income (loss) $ 15,031 4,640 (962) 18,709
Total assets $ 1,536,640 1,716 204, 1,559,562

51



(19) COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bankehéared into financial agreements with off-balaskeet risk to meet the
financing needs of its customers. These finaneg@fuments include commitments to extend cretinhdby letters of credit and
financial guarantees. Those instruments involye/arying degrees, elements of credit risk, intera® risk, and liquidity risk,
which may exceed the amount recognized in the diolaged financial statements. The contract amoant®tional amounts of
those instruments express the extent of involvertt@enBank has in particular classes of financisirimments.

With regard to financial instruments for cortménts to extend credit, standby letters of crextid financial guarantees, the
Bank’s exposure to credit loss because of non-peeace by another party is represented by the actoil amount of those
instruments. The Bank uses the same credit pslinienaking commitments and conditional obligatiasst does for on-balance-
sheet instruments.

As of September 30, 2011, the Bank had oulgtgrcommitments to originate $7.5 million in conmaial real estate loans,
$222.5 million of fixed rate residential first mgage loans and $11.8 million of adjustable ratelesdial first mortgage loans.
Commercial real estate loan commitments have appet& average committed rates of 5.6%. Residemiatgage loan
commitments have an approximate average commiéitedof 3.9% and approximate average fees and ditcofi0.1%. The
interest rate commitments on residential loans igdiyeexpire 60 days after the commitment dateerist rate commitments on
commercial real estate loans have varying ternexpiration. As of September 30, 2011, the Bankdwtdtanding commitments
related to stand-by letters of credit of $1.0 roiili

As of September 30, 2010, the Bank had oustgrcommitments to originate $4.0 million in conmaial real estate loans,
$228.5 million of fixed rate residential first mgage loans and $71.4 million of adjustable ratelesdial first mortgage loans.
Commercial real estate loan commitments have appetg average committed rates of 5.5%. Residemiiatgage loan
commitments have an approximate average commeéitedof 4.2% and approximate average fees and ditcofi0.1%. The
interest rate commitments on residential loans igdliyeexpire 60 days after the commitment dateerist rate commitments on
commercial real estate loans have varying ternexpiration. As of September 30, 2010, the Bankdwtdtanding commitments
related to stand-by letters of credit of $1.3 rmiili

At September 30, 2011 and 2010, the Bank bathdtments to sell loans of approximately $231.8iom and $298.1 million,
respectively. These instruments contain an elewferigk in the event that other parties are unableeet the terms of such
agreements. In such event, the Bank’s loans rabkswheld for sale would be exposed to marketdltidns. Management does
not expect any other party to default on its oltiayes and, therefore, does not expect to incurcasys due to such possible
default.

(20) LEGAL CONTINGENCIES

Various legal claims arise from time to timighin the normal course of business which, in thsimn of management, will
have no material effect on the Company’s consdididihancial statements.

(21) SIGNIFICANT ESTIMATES AND CONCENTRATIONS

The current protracted economic decline caetinto present financial institutions with unpressged circumstances
and challenges which in some cases have resultadgie declines in the fair values of investmemid ather assets,
constraints on liquidity and significant credit ¢itygproblems, including severe volatility in thaluation of real estate
and other collateral supporting loans. The finahsiatements have been prepared using valuesigmchation
currently available to the Company.

Given the volatility of current economic cotiolis, the values of assets and liabilities recoidethe financial statements
could change rapidly, resulting in material futaddustments in asset values, the allowance for llmsses, and capital that could
negatively impact the Company’s ability to meetulatpry capital requirements and maintain sufficlequidity.

The Company’s construction and development fmatfolio includes loans that are in excess pksuisory loan-to-value
limits. As of September 30, 2011 and 2010, 25.0%26.7% of this portfolio was made up of such &amspectively.
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(22) FAIR VALUE OPTION

On October 1, 2008, the Company elected tesoredoans held for sale at fair value. This mdidfis made up entirely of
mortgage loans held for immediate sale with semgiceleased. Such loans are sold prior to originait a contracted price to
outside investors on a best-efforts basis (i.e.)Jdan becomes mandatorily deliverable to the imremnly when, and if, it closes)
and remain on the Company’s balance sheet foryashent period of time, typically less than one thonlt is management’s
opinion, given the short-term nature of these lp#ra fair value provides a reasonable measutieeofconomic value of these
assets. In addition, carrying such loans at falue eliminates some measure of volatility credégthe timing of sales proceeds
from outside investors, which typically occur irettmonth following origination.

The Company elected the fair value optiortfierfollowing item (in thousands):

Balance She Balance She
Prior to Adoptiol Gain Upot After Adoptior
October 1, 2008 Adoption October 1, 2008
Loans held for sa $ 64,03 1,05¢ 65,08¢
Pre-tax cumulative effect of adopti $ 1,05
Decrease in deferred tax asset (408)
Cumulative effect of adoptic $ 650

The difference between the aggregate fairevahd the aggregate unpaid principal balance sttl@ans was $2.5 million and
$5.0 million at September 30, 2011 and 2010, rdsmty. Interest income on loans held for salm@uded in interest on loans
receivable in the accompanying statements of income

(23) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding teneixtredit that have not closed prior to the enth@fperiod. As the
Company enters into commitments to originate lodra@so enters into commitments to sell the loarthe secondary market on
a “best-efforts” basis. Such commitments to oaggnloans held for sale are considered derivatisgliments in accordance with
GAAP, which requires the Company to recognize athdtive instruments in the balance sheet anddasure those instruments
at fair value. As a result of marking to marketrenitments to originate loans, the Company recoedddcrease in other assets
of $923,000, an increase in other liabilities 063200, and a decrease in other income of $1.2omilbr the year ended
September 30, 2011. The Company recorded an seinather assets of $948,000, an increase im lhdities of $424,000,
and an increase in other income of $524,000 foyéae ended September 30, 2010.

Additionally, the Company has commitmentsetl loans that have closed prior to the end ofg@eod. Due to the mark to
market adjustment on commitments to sell loans fuldale, the Company recorded an increase i ageets of $720,000, a
decrease in other liabilities of $848,000, andramdase in other income of $1.6 million during ykear ended September 30,
2011. The Company recorded an increase in otisetsasf $642,000, an increase in other liabilitie$505,000, and an increase
in other income of $138,000 during the year endegté&nber 30, 2010.

The balance of derivative instruments relatecommitments to originate and sell loans at Sapt 30, 2011 and 2010, is
disclosed in Footnote 24, Fair Value Measurements.
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(24) FAIR VALUE MEASUREMENTS

Fair value is defined as the price that wdildely be received to sell an asset, or paid tadfer a liability, in an orderly
transaction between market participants at the unea®ent date. GAAP identifies three primary measient techniques: the
market approach, the income approach, and theappsbach. The market approach uses prices andretegant information
generated by market transactions involving idehtic@omparable assets or liabilities. The incapproach uses valuations or
techniques to convert future amounts, such asft@sh or earnings, to a single present amount. ddst approach is based on
the amount that currently would be required toaeelthe service capability of an asset.

GAAP establishes a fair value hierarchy andrjtizes the inputs to valuation techniques usetheasure fair value into three
broad levels. The fair value hierarchy gives tighést priority to observable inputs such as quetéces in active markets for
identical assets or liabilities (Level 1) and thevést priority to unobservable inputs (Level 3heTmaximization of observable
inputs and the minimization of the use of unobselevaputs are required. Classification within fh value hierarchy is based
upon the objectivity of the inputs that are sigrafit to the valuation of an asset or liability &the measurement date. The three
levels within the fair value hierarchy are chareetsd as follows:

eLevel 1 — Quoted prices in active markets for idsttassets or liabilities that the Company hasathiéty to access at the
measurement date.

«Level 2 — Inputs other than quoted prices includ@t Level 1 that are observable for the assetanillty, either directly or
indirectly. Level 2 inputs include: quoted prides similar assets or liabilities in active markequoted prices for
identical or similar assets or liabilities in maikéhat are not active; inputs other than quotéckeprthat are observable
for the asset or liability; and inputs that areilsdt principally from, or corroborated by, obsereaimarket data by
correlation or other means.

«Level 3 — Unobservable inputs for the asset oilitglfor which there is little, if any, market aeity for the asset or liability
at the measurement date. Unobservable inputstéfie Company’s own assumptions about what madeticipants
would use to price the asset or liability. Thegauts may include internally developed pricing meddiscounted cash
flow methodologies, as well as instruments for \ttiee fair value determination requires significar@nagement
judgment.

The Company measures certain financial assetdiabilities at fair value in accordance with &2 These measurements
involve various valuation techniques and assumigthigatransactions would occur between marketg@pants in the most
advantageous market for the Company.

The following is a summary of valuation tecfures utilized by the Company for its significamigdincial assets and liabilities
measured at fair value on a recurring basis ansrézed in the accompanying balance sheets, asawétle general classification
of such assets and liabilities pursuant to theataua hierarchy:

Available for sale securities

Securities available for sale consist of coapmdebt, trust preferred and municipal securéies are valued using quoted
market prices in an active market. This measur¢mserassified as Level 1 within the hierarchy.

Mortgage-backed available for sale securdiesvalued by using broker dealer quotes for simasets in markets that are not
active. Such quotes are based on actual transadtio similar assets. Although the Company dagwvalidate these quotes,
they are reviewed by management for reasonablémeskation to current market conditions. Additidiy, they are obtained
from experienced brokers who have an establishatdaeship with the Bank and deal regularly witlesk types of securities.

The Company does not make any adjustment to thiegjueceived from broker dealers. These measuterasnclassified as
Level 2.

Loans held for sale

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

Mortgage servicing rights do not trade in ative market with readily observable market pricéserefore, fair value is
assessed using a valuation model that calculatedisbounted cash flow using assumptions suchtasadss of prepayment
speeds, market discount rates, servicing fee incamcost of servicing. These measurements assified as Level 3.
Mortgage servicing rights are initially recordedhatortized cost and are amortized over the peffioeiservicing income. They
are evaluated for impairment monthly, and valuatidjustments are recorded as necessary to redeicaitying value to fair
value.

Commitmentsto Originate Loans and Forward Sales Commitments

Commitments to originate loans and forwar@sabmmitments are valued using a valuation motalhaconsiders
differences between current market interest ratdscammitted rates. The model also includes assangwhich estimate fall-
out percentages for commitments to originate lodfsese measurements use significant unobservgilési 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 and the level withie fair value hierarchy in which the measureméait at September 30, 2011
(in thousands):

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Asset Observabl Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Assets
Securities, available for si
Corporate debt securities $ 46,912 46,912 -- --
Trust preferred securiti 25,19¢ 25,19¢ -- --
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 FNM+~ adjustable ra 18C -- 18C --
FHLMC patrticipation certificates:
Fixed rat 298 - 293 -
Adjustable rate 153 -- 153 --
Loans held for sa 115,43 - 115,43- -
Commitments to originate loa 1,25¢ - - 1,25¢
Forward sales commitments 1,623 - - 1,623
Total asse $ 191,15 72,12¢ 116,14¢ 2,871
Liabilities:
Commitments to originate loans $ 894 - - 948
Forward sales commitmel 29t - - 29t
Total liabilities $ 1,189 -- -- 1,189
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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 and the level withie fair value hierarchy in which the measureméait at September 30, 2010
(in thousands):

Quoted Prices Significan Significan
Active Markets for Other Unobservable
Fair Identical Asset Observabl Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Assets:
Securities, available for si
Corporate debt securities $ 17,723 17,723 -- --
Trust preferred securiti 10,34¢ 10,34¢ -- --
Municipal securitie 23 23 - -
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 101 - 101 -
Pass through certificates
guaranteed by FNM+~ adjustable ra 193 -- 198 --
FHLMC patrticipation certificates:
Fixed rat 437 - 437 -
Adjustable rat 18C -- 18C --
Loans held for sale 179,845 - 179,845 -
Mortgage servicing righ 268 - - 263
Commitments to originate loans 2,177 -- -- 207
Forward sales commitrnts 90z - - 90z
Total asse $ 212,19 28,09: 180,75¢ 3,34:
Liabilities:
Commitments to originate loa $ 63 - - 63C
Forward sales commitme! 1,14 - - 1,14z
Total liabilities $ 1,772 - - 1,772

The following table is a reconciliation of theginning and ending balances of recurring fainezaneasurements recognized in
the accompanying balance sheet using significanibservable (Level 3) inputs (in thousands):

Mortgage Commitment
Servicing to Originate Forward Sales
Right: Loans Commitment
Balance at October 1, 2C $ 35 1,02 (378)
Total realized and unrealized gains (losses):

Included in net incorr (93) 524 13¢
Issuances 5 -- --
Balance at September 30, 2010 $ 263 1,547 (240)
Total realized and unrealized gains (los¢

Included in net income (263) 187) 1,568
Balance at September 30, 2! $ -- 36C (1,328
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Realized and unrealized gains and losses hothe table above and included in net incomeHeryear ended September 30,
2011, are reported in the consolidated statemdrmiparations as follows (in thousands):

Loar Impairment Recove
Servicing on Mortgage Othel
Fees Servicing Rights Income
Total gains (losse $ (330 67 381
Changes in unrealized gains (losses) relatinggetas
still held at the balance sheet dé $ - - --

The following is a summary of valuation tecjures utilized by the Company for its significamigdincial assets and liabilities
measured at fair value on a nonrecurring basigecagnized in the accompanying balance sheetselhaswthe general
classification of such assets and liabilities pargéuo the valuation hierarchy:

Impaired loans

Loans for which it is probable that the Compuiill not collect principal and interest due aadiog to contractual terms are
measured for impairment. If the impaired loardesnitified as collateral dependent, then the fdezanethod of measuring the
amount of impairment is utilized. This method riegsi obtaining a current independent appraisah@tcbllateral and other
internal assessments of value. Impaired loanslassified within Level 3 of the fair value hierbyc

The carrying value of impaired loans that wereneasured during the years ended Septembef20,a&hd 2010, was $107.3
million and $67.6 million, respectively.

Foreclosed Assets Held For Sale

Foreclosed assets held for sale are initialtprded at fair value as of the date of forecledess any estimated selling costs
(the “new basis”) and are subsequently carrieti@tdwer of the new basis or fair value less sgltiasts on the current
measurement date. Fair value is estimated througlent appraisals, broker price opinions, ordigtprices. Foreclosed assets
held for sale are classified within Level 3 of fag value hierarchy.

The carrying value of foreclosed assets haldéle was $16.9 million and $38.3 million at @epiver 30, 2011 and 2010,
respectively. During fiscal 2011, charge-offs amteases in specific reserves related to foredlassets held for sale that were
re-measured during the period totaled $9.7 milli@uring fiscal 2010, charge-offs and increasespiecific reserves related to
foreclosed assets held for sale that were re-medsluring the period totaled $2.3 million.

Investment in LLCs

Investments in LLCs are accounted for usirgeuity method of accounting. These investmeaetsiaalyzed for impairment
in accordance with ASC 323-10-35-32, which statas &an other than temporary decline in value céguity method investment
should be recognized. The Company utilizes a Afautieted approach to measure the potential impat:mghe internal model
utilizes the following valuation methods: 1) ligatibn or appraised values determined by an indeg@ntlird party appraisal; 2)
an on-going business, or discounted cash flowsadettherein the cash flows are derived from the shfally-developed lots,
the development and sale of partially-developes! libte operation of the homeowner’s associatiod taa value of raw land
obtained from an independent third party appraised; 3) an on-going business method, which utilikessame inputs as method
2, but presumes that cash flows will first be gatent from the sale of raw ground and then fronstie of fully-developed and
partially-developed lots and the operation of theneowner’s association. The significant inputdude raw land values,
absorption rates of lot sales, and a market digo@ti@. Management believes this multi-faceted @ggh is reasonable given the
highly subjective nature of the assumptions anditfierences in valuation techniques that areagdi within each approach (e.g.,
order of distribution of assets upon potential ilig@iion). Investment in LLCs is classified withievel 3 of the fair value
hierarchy.

The carrying value of the Company’s investmentl Cs was $17.7 million and $17.8 million at $&pber 30, 2011 and

2010, respectively. During fiscal 2010, the Comypaatorded an impairment charge of $3.1 millioritsrinvestment in LLCs
(see Footnote 9).
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The following methods were used to estimagefalir value of all other financial instrumentsagnized in the accompanying
balance sheets at amounts other than fair value:

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

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

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

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

Customer and brokered deposit accounts

The estimated fair values of demand deposits anthgs accounts are equal to the amount payabdeoand at the
reporting date. Fair values of certificates of @&pare computed at fixed spreads to treasuryrgesuwith similar
maturities.

Advances from FHLB
The estimated fair values of advances from FHL&8determined by discounting the future cash flofasxasting advances
using rates currently available for new advancek similar terms and remaining maturities.

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

Commitments to originate, purchase and sell loans
The estimated fair value of commitments to oritgn@urchase, or sell loans is based on the difter&etween current
levels of interest rates and the committed rates.

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

September 30, 20

September 30, 20.

Estimate! Estimate!
Carrying fair Carrying fair
value value value value
Financial Asset:
Cash and cash equivalents $ 5,030 5,030 $ 14,033 14,033
Securities held to matur -- -- 1,232 1,561
Stock in Federal Home Loan B¢ 13,55! 13,55! 15,87¢ 15,87¢
Mortgage-backed securities held to
maturity 39,14¢ 39,03! 46,27¢ 46,30(
Loans receivable held for investment 937,1 922,191 1,041,041 1,043,886
Financial Liabilities
Customer deposit accounts 784,681 7838, 866,559 869,941
Brokered deposit accoul 24,99 25,00: 66,89« 66,797
Advances from FHLE 247,00( 249,45¢ 286,00( 288,06:
Subordinated debentures 25,774 ,0am0 25,774 10,310
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September 30, 20 September 30, 20

Contract or Estimated Contract or Estimated
notiona unrealize: notiona unrealize:
amoun gain (loss) amoun gain

Unrecognized financial instruments:
Lending commitmets - fixed rate, ne ~ $ 7,87¢ 14 $ 6,127 (5)
Lending commitments — floating rate - - 417 6

Commitments to sell loans -- - - -

The fair value estimates presented are basgeinent information available to managemerdfegeptember 30, 2011 and
2010. Although management is not aware of anyfadhat would significantly affect the estimatad /alues, such amounts
have not been comprehensively revalued for purpoftiese consolidated financial statements sinaedate. Therefore,
current estimates of fair value may differ sigrafitly from the amounts presented above.

(25) SUPERVISORY AGREEMENT

On April 30, 2010, the Board of Directors of NoAmerican Savings Bank, F.S.B. (the “Bank”), a howned subsidiary
of the Company, entered into a Supervisory Agree¢miéh the Office of Thrift Supervision, the Bankisimary regulator at that
time, effective as of that date. The agreementireg, among other things, that the Bank revispatgies regarding internal
asset review, obtain an independent assessmeataifowance for loan and lease losses methoda@adyconduct an
independent third-party review of a portion ofdtanmercial and construction loan portfolios. Thgeegment also directs the
Bank to provide a plan to reduce its classifiecessand its reliance on brokered deposits, andatssthe payment of dividends
or other capital distributions by the Bank durihg period of the agreement. The agreement didirett the Bank to raise
capital, make management or board changes, remyslwan policies or restrict lending growth. Thari& received written
communication from OTS that, notwithstanding thestnce of the Supervisory Agreement, the Banknedsieemed to be in
“troubled condition.”

On April 30, 2010, the Company’s Board of Direstentered into an agreement with the OTS, the @owip primary
regulator at that time, effective as of that daflbe agreement restricts the payment of dividemagher capital distributions by
the Company and restricts the Company’s abilitynéaoir, issue or renew any debt during the periothefagreement.

The Bank’s Supervisory Agreement and the Campgaagreement with the OTS were assigned to tieair primary
regulators, the OCC and FRB, respectively, on 2ily2011.
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(26) PARENT COMPANY FINANCIAL INFORMATION

NASB Financial, Inc.
Balance Sheets

September 30, September 30,

ASSETS
Cash and cash equivalents
Loans receivable
Accrued interest receivable
Investment in subsidiary
Investment in LLCs
Investment in NASB Trust Preferred |
Income taxes receivable
Other assets

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Subordinated debentures
Escrows
Accrued interest payable
Total liabilities
Stockholders' equity
Common stock
Additional paid-in capital
Retained earnings
Treasury stock
Accumulated other comprehensive income (loss)
Total stockholders' equity
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2011 2010
(Dollars in thousands)

1,755 2,060

- 698

- 3
153,501 170,418
17,674 17,799
774 774
1,422 1,382
1,108 531
176,234 193,665
25,774 25,774
- 36
82 93
25,856 25,903
1,479 1,479
16,652 16,60¢
171,406 187,674
(38,418) (38,418)
(741) 424
150,378 167,762
176,234 193,665




NASB Financial, Inc.
Statements of Operations

Years Ended September 30,

2011 2010 2009
(Dollars in thousands)
Income:
Income (loss) from subsidiary $ (15,801) 8,659 19,360
Interest and dividend income 26 42 49
Provision for loan losses (68) - -
Gain on sale of real estate 37 70 -
Impairment loss on investment in LLCs - (3,126) -
Loss from investment in LLCs (126) (128) 117
Total income (loss) (15,932) 5,517 19,292
Expenses:
Interest on subordinated debentures 494 504 856
Professional fees 75 87 70
Other expense 60 65 64
Total expenses 629 656 990
Income (loss) before income tax expense (16,561, 4,861 18,30z
Income tax benefit (293) (1,462) (407)
Net income (loss) $ (16,268; 6,323 18,70¢
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NASB Financial, Inc.
Statements of Cash Flows

Years ended September 30,

2011 2010 2009
Cash flows from operating activities: (Dollars in thousands)
Net income (loss) (16,268) 6,323 18,70¢
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Provision for loan losses 68 - -
Gain on sale of real estate 37) (70) -
Loss from investment in LLCs 126 128 117
Impairment loss on investment in LLCs - 3,126
Equity in undistributed earnings of subsidiary 15,801 (4,659) (11,361)
Change in income taxes receivable (40) (1,278) (50)
Change in accrued interest payable (12) - (102)
Other (537) (161) -
Net cash provided by (used in) operatingviigs (898) 3,409 7,313
Cash flows from investing activities:
Principal repayments of loans receivable 630 26 166
Investment in LLC D) (7 (479)
Other -- -- (302)
Net cash provided by (used in) investing atiési 629 19 (615)
Cash flows from financing activities:
Cash dividends paid -- (3,540) (7,080)
Change in escrows (36) -- (5)
Net cash used in financing activities (36) (3,540) (7,085)
Net decrease in cash and cash equivalents (305) (112) (387)
Cash and cash equivalents at beginning of period 2,060 2,172 2,559
Cash and cash equivalents at end of period 1,755 2,060 2,172
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Report of Independent Registered Public Accountingrirm

Audit Committee, Board of Directors and Stockholdes
NASB Financial, Inc.
Grandview, Missouri

We have audited the accompanying consolidaémhce sheets of NASB Financial, Inc. (the “Conyppas of September 30,
2011 and 2010, and the related consolidated statsroéoperations, stockholders’ equity and casWwdlfor each of the three
years in the period ended September 30, 2011.Cbgpany’s management is responsible for thesediabstatements. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance wittstardards of the Public Company Accounting Ovatdipard (United States).
Those standards require that we plan and perfoematidits to obtain reasonable assurance about evttbthfinancial statements
are free of material misstatement. Our auditsuighet! examining, on a test basis, evidence supgdtaamounts and disclosures
in the financial statements, assessing the acewptinciples used and significant estimates magdadnagement and evaluating
the overall financial statement presentation. \®kele that our audits provide a reasonable basisudr opinion.

In our opinion, the consolidated financiaktetaents referred to above present fairly, in allemal respects, the financial
position of NASB Financial, Inc. as of September 3011 and 2010, and the results of its operatimakits cash flows for each
of the three years in the period ended Septemhe2(L, in conformity with accounting principlesngeally accepted in the
United States of America.

As more fully discussed in Note 1 and Notéh&, Company adopted Accounting Standards Updaté-@@Telating to a
creditor’s determination of whether a restructuiism@ troubled debt restructuring.

We also have audited, in accordance with thwedards of the Public Company Accounting Oversiydrd (United States),
NASB Financial, Inc.’s internal control over finaakreporting as of September 30, 2011 based ¢erxiestablished innternal
Control-Integrated Framework, issued by the Committee of Sponsoring Organinataf the Treadway Commission (COSO) and
our report dated December 14, 2011 expressed amalified opinion on the effectiveness of the Compainternal
control over financial reporting.

BKD, Lop

Kansas City, Missouri
December 14, 2011
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Summary of Unaudited Quarterly Operating Results

The following tables include certain infornmaticoncerning the quarterly consolidated resulpafrations of the Company at
the dates indicated. Dollar amounts are expressembusands, except per share data.

2011

First Second Third Fourth
Quarter  Quarter  Quarter Quarter Total

Interest incom

Interest expense

Net interest incon

Provision for loan losses

Net interest income after provision for loan los
Other incom

General and administrative expenses
Income (loss) before incor tax expens:
Income tax expense (benefit)

Net income (los:

Earnings (loss) per share - basic

Average shares outstand

201C

$ 19.25(  17,98¢ 18,057 17,41f  72,70¢
6,210 5294 4881 4,158 20,543
13,04( 12,69 13,17¢ 13,25¢  52,16¢
10,526 38,800 68 - 49,394
2,512 (26,105 13,10f 13,25t 2,772
9,086 (1,753 6,38 10,75¢  24,47:
16,535 9911, 12,356 12,816 53,698
(4935 (39,849 7,137 11,19t (26,452
(1,900)(15,342) 2,748 4,310 (10,184)
$ (3,035 (24507 438¢ 6,88 (16,268

$(0.39) (3.11) 0.56 0.87 (2.07)

7,86¢ 7,86¢ 7,86¢ 7,86¢ 7,86¢

First Second Third Fourth
Quarte Quarte Quarte  Quarte Total

Interest income

Interest expense

Net interest incon

Provision for loan losses

Net interest income after provision for loan lo:
Other income

General and administrative exper

Income before income tax expense

Income tax expense
Net incomi

Earnings per share - basic

Average shares outstand

$ 21,965 20,508 20,864 19,879 83,216
8,160 7,389 6,934 6,885 29,368
13,80¢ 13,11¢  13,93C 12,99¢ 53,84¢

9,000 5000 11,500 5,000 30,500
4,80¢ 8,11¢ 2,43( 7,994 23,34¢
10,200 9,314 11,522 12,544 43,580
13,65 12,32C  14,90¢ 16,78 57,66

1,348 5,113(957) 3,757 9,261

19 1,894 (497) 1,522 ,938

$ 1,32¢ 3,21¢ (460; 2,23 6,322
$ 0.17 0.41 (0.06) 0.28 0.80
7,86¢ 7,86¢ 7,86¢ 7,86¢ 7,86¢

Board of Directors of NASB Financial, Inc. and Norh American Savings Bank, F.S.B.

David H. Hancock

Chairman

Chief Executive Officer

NASB Financial, Inc. and
North American Savings Bank

Keith B. Cox

President

NASB Financial, Inc. and
North American Savings Bank

Paul L. Thomas

Vice President

NASB Financial, Inc.
Executive Vice President and
Chief Credit Officer

North American Savings Ba

Frederick V. Arbanas
Retired
Jackson County Legislature

Barrett Brady
Retired

Laura Brady

President

Chief Executive Officer
Medical Positioning, Inc.
Kansas City, Missouri

Linda S. Hancock
Linda Smith Hancock Interiors
Kansas City, Missouri

W. Russell Welsh
Chairman & CEO
Polsinelli Shughart PC
Kansas City, Missouri
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Officers of NASB Financial, Inc.

David H. Hancock
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Keith B. Cox
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Vice President
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Wade Hall
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Branch Offices

Headquarters
Grandview, Missouri
12498 South 71 Highway

Harrisonville, Missouri
2002 East Mechanic

Lee’'s Summit, Missouri
646 North 291 Highway

St. Joseph, Missouri
920 North Belt

Excelsior Springs, Missouri Independence, Missouri
1001 North Jesse James Ro&d400 East 23rd Street

Residential Lending
903 East 104 Street
Building C, Suite 400
Kansas City, Missouri

789 NE Rice Road
Lee’s Summit, Missouri

4350 S National, Suite A100
Springfield, Missouri

Construction Lending
12520 South 71 Highway
Grandview, Missouri

Loan Administration
12520 South 71 Highway
Grandview, Missouri

Kansas City, Missour|
8501 North Oak Trafficway Platte City, Missouri

and 2707 NW Prairie View Road
7012 NW Barry Road

Investor Information
Annual Meeting of Stockholders:

The Annual Meeting of Stockholders will becheh Tuesday, January 24, 2012, at 8:30 a.m. ifotitey of North American
Savings Bank, 12498 South 71 Highway, Grandvievgsdiri.

Annual Report on 10-K:
Copies of NASB Financial, Inc. Form 10-K Reporthe Securities and Exchange Commission aridall@ without charge
upon written request to Keith B. Cox, President, 3®AFinancial, Inc., 12498 South 71 Highway, GraedyiMissouri 64030.

Transfer Agent:
Registrar and Transfer Co., 10 Commerce D@ranford, New Jersey 07016, (800) 368-5948, wvew.com

Stock Trading Information:
The common stock of NASB Financial, Inc. eded on the NASDAQ Capital Market. The Companyiatsol isSNASB.

Independent Registered Public Accounting Firm:
BKD LLP, 1201 Walnut, Suite 1700, Kansas Chyssouri 64106

Shareholder and Financial Information:
Contact Keith B. Cox, NASB Financial, Inc. 488 South 71 Highway, Grandview, Missouri 64081,§) 765-2200.

Common Stock Prices and Dividends

At September 30, 2011, stockholders held 7@B¥ outstanding shares of NASB Financial, Inc. wmm stock, held by
approximately 1,100 record holders. The Company gash dividends of $0.225 per share in Februday, August, and
November 2009. Cash dividends of $0.225 per share paid in February 2010. Since that date, winleinds have been
declared or paid by the Company.

The table below reflects the Company’s higtl kv bid prices. The quotations represent ingaler quotations without retail
markups, markdowns or commissions, and do not sadgsrepresent actual transactions.

Fiscal 2011 Fiscal 2010
Quarter ended High Low High Low
December 31 $ 18.82 12.95 27.24 22.47
March 31 17.78 12.93 24.08 18.85
June 30 16.66 9.58 24.40 a4.9
September 30 10.57 9.25 15.97 13.05
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Stockholder Return Performance Presentation

The line graph below compares the cumulatit@ &iockholder return on the Company’s commonkstoche cumulative total
return total return of a broad index of the NASD&Q@pital Market and the NASDAQ Financial Index fbe tperiod from
September 30, 2006 to September 30, 2011. Thematon presented below assumes $100 invested mer8ker 30, 2006 in
the Company’s common stock and in each of the @sliand assumes the reinvestment of all dividehtistorical stock price
performance is not necessarily indicative of futstack price performance.

COMPARISON OF 3 YEAR CUMULATIVE TOTAL RETURN*
Among NASB Financizl. Inc.. the NASDAQ Composite Indax
andthe NASDAQFinancial Index
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75100 invested on 9°30/03 in stockar index, inclucing reinvestment of dividends.
Fiscal vear ending September 30.

9/30/06 9/30/07 9/30/08 9/30/09 9/30/10 9/30/11

NASB Financial, Inc. 100.00 92.53 86.€7 72.84 46.77 28.31
NASDAQ Composite 100.00 121.91 92.50 96.20 108.59 111.24
NASDAQ Financial 100.00 98.26 80.41 64.54 65.14 60 19
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