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NASB Financial, Inc.

December 9, 2009

Dear Shareholder:

We have had better years, in better economic@ments, but our strategy of attempting to miakes to able
borrowers, secured by sufficient collateral, comis to be successful. In the past year, we appedgly doubled our net
income, to $18,709,000, as our net interest mangireased from 2.55% to 3.41%, and we enjoyedgelarcrease in non-
interest income, primarily from increased residarignding and gains from securities transactioiVg also substantially
increased our provisions for loan losses. We duewie a crystal ball to predict how long or howl#es “Great Recession
will continue to create problems in almost evenyexs of real estate lending, but we are contintingosition ourselves to
deal with present and future issues.

This is the twentieth year that has been mylpge of writing the annual letter to NASB Finaalcshareholders. As in
1990, | remain confident that there is a placeunfmancial markets for a small institution thpesializes in real estate
lending. | am still optimistic that our best rasukill be in the future.

Thank you for your continuing support of NASB.

Sincerely,

David H. Hancock
Board Chairman
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Financial Highlights

Management’s Discussion and Analysis of Firri@ondition and Results of Operations

2009 2008 2007 2006 2000 1990
(Dollars in thousands, except per share data)
For the year ended September 30:
Net interest income $ 47,405 39,015 41,679 ,646 35,838 7,983
Net interest spread 2.95% 6263 2.53% 2.87% 3.71% 1.99%
Other income $ 40,494 18,407 21,198 ,524 9,409 2,774
General and administrative expenses 7146 36,819 36,329 37,248 20,120 8,169
Net income (loss) 18,790 9,296 15,319 20,768 14,721 (369)
Basic earnings per share 2.38 1.18 1.89 2.47 1.66 (0.18)
Cash dividends paid 7,080 7,080 7,337 9,468 3,370 --
Dividend payout ratio 37.84% 6.76% 47.90% 45.59% 22.89% -
At year end:
Assets $ 1,559,562 1,516,761 1,506,483 1,524,796 984,525 388,477
Loans, net 1,320,362 1,344,520 1,315,59 1,338,171 914,012 180,348
Investment securities 80,618 ,060 80,881 97,634 20,451 79,599
Customer and brokered deposit accounts 904,625 769,379 855,536 851,042 621,665 333,634
Stockholders’ equity 166,388 15241 149,392 156,572 83,661 718
Book value per share 21.15 19.37 18.99 18.82 9.84 1.83
Basic shares outstanding (in thousands) 7,868 7,868 7,868 8,319 8,500 9,148
Other Financial Data
Return on average assets 1.22% 0.61% 1.01% 1.35% 1.63% (0.20)%
Return on average equity 11.74% .16% 10.01% 13.60% 18.12% 2.5Q)%
Stockholders’ equity to assets 10.67% 10.05% 9.92% 10.27% 8.50% 4.30%
Average shares outstanding (in thousands) 7,868 7,868 8,101 8,397 8,863 8,116
Selected year end information:
Stock price per share: Bid $ 25.96 29.41 35.76 39.79 14.50 1.03
Ask 26.27 31.00 35.80 39.90 15.50 1.13

Per share amounts have been adjusted to give ceimaffect to the four-for-one stock split, whisbcurred 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 Fiéal, Inc., (including
consolidated data from the operations of subsigsaifior the years ended September 30. Dollar ate@ua expressed in

thousands, except per share data.

SUMMARY STATEMENT OF OPERATIONS 2009 2008 2007 2006 2005
Interest income $ 89,825 95,521 103,818 99,132 83,773
Interest expense 42,420 56,506 62,139 52,521 32,474
Net interest income 47,405 39,015 41,679 64b, 51,299
Provision for loan losses 11,250 6,200 1,634 745 522
Net interest income after provision for Idasses 36,155 32,815 40,045 45,866 50,777
Other income 40,494 18,407 21,198 24,524 28,512
General and administrative expenses 46,716  196,8 36,329 37,248 38,851
Income before income tax expense 29,933 40B4, 24,914 33,142 40,438
Income tax expense 11,224 5,107 9,595 12,374 ,6124
Net income $ 18,709 9,296 15,319 20,768 25,826
Earnings per share:
Basic $ 2.38 1.18 1.89 2.47 3.06
Diluted 2.38 1.18 1.88 2.46 3.05
Average shares outstanding (in thousands) 687,8 7,868 8,101 8,397 8,451
SUMMARY BALANCE SHEET 2009 2008 2007 2006 2005
Assets:
Bank deposits $ 60,771 6,331 18,847 6,511 27,523
Stock in Federal Home Loan Bank 26,640 26,284 2,37 24,043 22,390
Securities 80,618 60,059 80,881 97,584 129,970
Loans receivable held for sale, net 81,367 ;0 47,233 50,462 94,130
Loans receivable held for investment, net 8,985 1,280,490 1,269,359 1,287,709 1,226,514
Non-interest earning assets 71,171 79,567 67,85 58,487 55,817
Total assets $ 1,559,562 1,516,761 1,506,483 1,524,796 1,556,344
Liabilities:
Customer & brokered deposit accounts $904,625 769,379 855,536 851,042 802,694
Advances from Federal Home Loan Bank 441,026 0,5l 458,933 499,357 465,907
Subordinated debentures 25,774 25,774 25,774 -- --
Securities sold under agreements to repurchase - - -- -- 122,000
Non-interest costing liabilities 21,749 19,105 16,848 17,825 16,856
Total liabilities 1,393,174 1,364,349 1,38y 1,368,224 1,407,457
Stockholders’ equity 166,388 152,412 149,392 6,882 148,887
Total liabilities and stockholders’ equity $1,559,562 1,516,761 1,506,483 1,524,796 1,556,344
Book value per share $ 21.15 19.37 18.99 18.82 17.65
OTHER DATA 2009 2008 2007 2006 2005
Loans serviced for others $ 93,350 65,253 84,735 101,076 107,131
Number of full service branches 9 9 9 8 8
Number of employees (full-time equivalents) 367 322 312 362 441
Basic shares outstanding (in thousands) 7,868 ,8687 7,868 8,319 8,437



General

NASB Financial, Inc. (“the Company”) was forthie 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 art f[wthns. The Bank also purchases mortgage-basda@dities (“MBS”)
and other investment securities from time to time&@nditions warrant. In addition to customer defgothe Bank obtains
funds from the sale of loans held-for-sale, the sélsecurities available-for-sale, repaymentsxigtimg mortgage assets, and
advances from the Federal Home Loan Bank (“FHLBI'he Bank’s primary sources of income are inteoedbans, MBS,
and investment securities plus income from lendictiyities and customer service fees. Expensesistqprimarily of
interest payments on customer and brokered deposit®ther borrowings and general and administatdsts.

The Bank operates nine deposit branch locstittmee residential loan origination offices, @mé residential construction
loan origination office, primarily in the greatenKsas City area. The Bank also operates one carainezal estate loan
origination office at its headquarters in Grandyi®tissouri. Consumer loans are also offered thinahg Bank’s branch
network. Customer deposit accounts are insuretd afjlowable limits by the Deposit Insurance Futidl”), a division of
the Federal Deposit Insurance Corporation (“FDICThe Bank is regulated by the Office of Thrift $ugsion (“*OTS”) and
the FDIC.

Forward-Looking Statements

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

These forward-looking statements include states about our beliefs, plans, objectives, g@adgectations,
anticipations, estimates and intentions, that abgest to significant risks and uncertainties, angl subject to change based
on various factors, some of which are beyond oatrob The words “may,” “could,” “should,” “would,"believe,”
“anticipate,” “estimate,” “expect,” “intend,” “plahand similar expressions are intended to ideritfyvard-looking
statements. The following factors, among otheralccoause our financial performance to differ matsr from the plans,
objectives, goals, expectations, anticipationsmeges and intentions expressed in the forwarditgpktatements:

” ” o

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

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

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

» the timely development and acceptance of our nedymts and services and the perceived overall \aflteese
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 @gulations, including laws concerning taxeskiogy, securities and
insurance;

» technological changes;

e acquisitions and dispositions;

» changes in consumer spending and saving habits; and

e our success at managing the risks involved in osimess.

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



Financial Condition
Total assets as of September 30, 2009, weE5$5 million, an increase of $42.8 million frohetprior year-end.
Average interest-earning assets increased $19li@mfitom the prior year to $1,491.1 million.

As the Bank originates loans each month, mamagt evaluates the existing market conditionseterdhine which loans
will be held in the Bank’s portfolio and which laawill be sold in the secondary market. Residéntartgage loans sold in
the secondary market are sold with servicing rel¢as converted into mortgage-backed securities3&V) and sold with
the servicing retained by the Bank. At the timeath loan commitment, a decision is made to efthkf the loan for
investment, hold it for sale with servicing retainer hold it for sale with servicing released. ndgement monitors market
conditions to decide whether loans should be hettie portfolio or sold and if sold, which methddsale is appropriate.
During the year ended September 30, 2009, the Bagiated $1,563.4 million in mortgage loans hieldsale, $234.9
million in mortgage loans held for investment, &4d4 million in other loans. This total of $1,862nillion in loan
originations was an increase of $567.8 million aber prior fiscal year.

Loans held for sale as of September 30, 2088 $81.4 million, and consisted entirely of resitial mortgage loans held
for sale with servicing released. As of Octobe?08, the Company elected to carry loans helddte at fair value, as
permitted under GAAP.

The balance of total loans held for investnareptember 30, 2009, was $1,259.7 million, aedse of $34.6 million
from September 30, 2008. This decrease relatethpily to the Bank’s construction and developmeanl portfolio.
During fiscal 2009, total originations and purclaeémortgage loans and other loans held for imnest were $240.8
million. The gross balance of loans on businesp@nties was $474.5 million at September 30, 206068pared to $478.9
million as of the previous year-end. The grossubeg of construction and development loans was.$388lion at
September 30, 2009, a decrease of $67.3 million.

The balance of mortgage servicing rights @it&aber 30, 2009, was $351,000, a decrease of @3B&om September
30, 2008. Originated mortgage servicing right$1®,000 were capitalized during the year endedeBaper 30, 2009. The
total outstanding balance of mortgage loans seiviceothers was $93.3 million, an increase of §28illion from the prior
fiscal year-end.

The following graphs summarize the Companytaltassets as of September 30, 2009 and 2008:
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Total Assets - Fiscal 2008

Construction and
development
loans

o,
21% Other loans

7%

Cash and
investments
7%

Other non-
earning assets
4%

Permanent loans
on business
properties S
33%

Permanent loans
on residential
properties
28%

Total liabilities were $1,393.2 million at Sember 30, 2009, an increase of $28.8 million fthmprevious year.
Average interest-costing liabilities during fisgalar 2009 were $1,383.9 million, an increase of.4illion from fiscal
2008.

Total customer deposit accounts at Septembe2(B9, were $696.8 million, an increase of $5illan from the prior
year-end. The total change in customer deposisscemprised of increases of $3.6 million in demdegosit accounts, $1.6
million in money market demand accounts and $10libmin savings accounts, offset by a decreas@l@r.4 million in
certificate of deposit accounts. Additionally, iempany held a total of $207.8 million in brokeds=posits at September
30, 2009, an increase of $130.0 million from Seften80, 2008. The average interest rate on custanuebrokered
deposits at September 30, 2009, was 2.23%, a decod 15 basis points from the prior year-ende &berage balance of
customer and brokered deposits during fiscal 2088 $867.9 million, an increase of $62.7 milliomfréiscal 2008.

Advances from the FHLB were $441.0 milliorS&iptember 30, 2009, a decrease of $109.1 millmm the prior fiscal
year-end. During fiscal year 2009, the Bank bordw#444.0 million of new advances and made $558li@mof
repayments. Management continues to use FHLB a&égaas a primary funding source to provide opegdiguidity and to
fund the origination of mortgage loans.

Subordinated debentures were $25.8 million as pfesaber 30, 2009. Such debentures resulted frenssuance of
pooled Trust Preferred Securities through the Catyigavholly owned statutory trust, NASB Preferredist | during fiscal
2007. The Trust used the proceeds from the offdorpurchase a like amount of the Company’s stibated 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 quairt, after five years from the issuance date.

During the year ended September 30, 2009Ctmpany paid a total of $7.1 million in cash divids to its stockholders.



Net Interest Margin

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

During fiscal year 2009, average interest-egrassets exceeded average interest-costingtiedbiby $107.1 million,
which was 6.9% of average total assets. In figeat 2008, average interest-earning assets excesdeape interest-costing
liabilities by $105.6 million, which was 6.9% oferage total assets.

The net interest spread (earning yield lessing rate) for the fiscal year ended SeptembefB09, was 2.95%, an
increase of 59 basis points from the prior yedne Tet interest spread for the fiscal year endgteSwer 30, 2008, was
2.36%, a decrease of 17 basis points from the pear

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

As of As of As of
Fiscal 2009 9/30/09 Fiscal 2008 9/30/08 Figedl7 9/30/07
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 $1,352,561 84,934 6.28% 6.29% $ 1,363,032 91,635 6.72% 6.49%$ 1,339,370 99,067 7.40% 7.15%
Mortgage-backed securities 54,674 2,042 3.73% 4.48% 71,196 2,546 3.58% 4.10% 89,972 3,157 351% 4.19%
Investments 57,554 2,750 4.78% 3.51% 25,909 1,086 4.19% 4.00% 25,145 1,254 4.99% 4.25%
Bank deposits 26,264 99 0.38% 0.01% 11,953 254 2.12% 1.22% 7,506 340  4.53% 4.27%
Total earning assets 1,491,05389,825 6.02% 5.88% 1,472,090 95,521 6.49% 6.32% 1,461,993 103,818 7.10% 6.90%
Non-earning assets 65,063 61,057 63,799
Total $ 1,556,116 $ 1,533,147 $ 1,525,792

Interest-costing liabilities:

Customer checking and
savings deposit accounts$ 169,124 1,487 0.88% 0.80% $ 166,076 1,925 1.16% 1.01% $ 169,264 2,036 1.20% 1.20%

Customer and brokered

certificates of deposit 698,747 23,524 3.37% 2.58% 639,113 28,814 4.51% 4.21% 650,273 31,476 4.84% 5.09%
FHLB advances 491,040 16,552 3.37% 2.99% 536,344 24,410 4.55% 4.07% 512,341 26,811 5.23%  5.08%
Subordinated debentures 25,000 857 3.42% 2.14% 25,000 1,357 5.43% 4.45% 20,269 1,421  7.01% 7.01%
Repurchase agreements -- -- --% --% -- -- --% --% 7,546 395  5.23% --%

Total costing liabilities 1,383,911 42,420 3.07% 2.47% 1,366,533 56,506 4.13% 3.77% 1,359,693 62,139 4.57% 4.62%

Non-costing liabilities 13,617 15,291 12,668
Stockholders’ equity 158,588 151,323 153,431
Total $ 1,556,116 $ 1,533,147 $ 1,525,792
Net earning balance $ 107,142 $ 105,557 $ 102,300
Earning yield less costing rate 2.95% 3.41% 2.36% 2.55% 2.53% 2.28%
Avg. interest-earning assets $1,491,053 $ 1,472,090 1,461,993
Net interest 47,405 39,015 41,679
Net yield spread on avg.
interest-earning assets 3.18% 2.65% 2.85%



The following tables set forth information aeding changes in interest income and interestresgaeFor each category of
interest-earning asset and interest-costing lighilnformation is provided on changes attributaiole(1) changes in rates
(change in rate multiplied by the old volume), ¢Banges in volume (change in volume multipliedh®yold rate), and (3)
changes in rate and volume (change in rate mdtgdy the change in volume). Average balancekjs/end rates used in
the preparation of this analysis come from the @@y table. Dollar amounts are expressed in tuls

Components of interest income:
Loans receivable
Mortgage-backed securities
Investments
Bank deposits

Net change in interest income

Components of interest expense:
Customer and brokered deposit accounts
FHLB advances
Subordinated debentures

Net change in interest expense

Increase (decreasi) net interest income

Components of interest income:
Loans receivable
Mortgage-backed securities
Investments
Bank deposits

Net change in interest income

Components of interest expense:
Customer and brokered deposit accounts
FHLB advances
Subordinated debentures
Repurchase agreements

Net change in interest expense

(Decrease) increase in net interest income

Year ended September 30, 2009
compared to
year ended September 30, 2008

Rate/
Rate Volume Volume Total
$  (5,998) (704) 1 (6,701)
107 591 (20) (504)
153 1,326 185 1,664
(208) 303 (250) (155)
(5,946) 334 (84) (5,696)
(7,568 2,394 (554) (5,728)
(6,329) (2,061) 325 (7,858)
(503) - 3 (500)
(14,400) 333 (19) (14,086)
8,454 1 (65) 380
Year ended September 30, 2008
compared to
year ended September 30, 2007
Rate/
Rate Volume Volume Total
$  (9,108) 1,751 (75) (7,432)
63 (659) (15) (611)
(201) 38 5) (168)
(181) 201 (106) (86)
(9,427) 331, (201) (8,297)
(2,213 (587) 27 (2,773)
(3,484) 1,255 2017 (2,401)
(320) 332 (76) (64)
-- - (395) (395)
(6,017) 0aL,0 (616) (5,633)
$  (3,410) 331 415 (2,64

Comparison of Years Ended September 30, 2009 andC®)
For the fiscal year ended September 30, 20@9Company had net income of $18.7 million, oB382%er share,
compared to net income $9.3 million, or $1.18 fexre in the prior year.

Total interest income for the year ended Saper 30, 2009, was $89.8 million, a decrease of #8llion from fiscal
year 2008. The average yield on interest-earniisgta decreased during fiscal 2009 to 6.02% fré®%.during fiscal
2008, which resulted in a decrease in interestnmecof $5.9 million. The average balance of inteeasning assets
increased from $1,472.1 million during fiscal 2G681,491.1 million during fiscal 2009, resultingan increase in interest

income of $334,000.



Interest income on loans decreased $6.7 mitbab84.9 million in fiscal 2009, compared to $®illion during fiscal
2008. A decrease of $6.0 million resulted fromdebdsis point decrease in the average yield orsloatstanding during the
fiscal year. The weighted average rate on loarsivable at September 30, 2009, was 6.29%, a 28 paisit decrease from
September 30, 2008. Additionally, interest incamdoans decreased $704,000 resulting from a $h0libn decrease in
the average balance of loans outstanding overribeyear. Interest income on mortgage-backedrégzsidecreased
$504,000 to $2.0 million in fiscal 2009, compared®.5 million during fiscal 2008. A decrease 68%,000 resulted from a
$16.5 million decrease in the average balance ofgage-backed securities from the prior year. Teisrease was partially
offset by a 15 basis point increase in the aveyagd on mortgage-backed securities during theafigear. Interest and
dividend income on investment securities incredled million to $2.8 million in fiscal 2009, compat to $1.1 million
during fiscal 2008. An increase of $1.3 milliorsuted from a $31.6 million increase in the averagknce of investment
securities from the prior year. In addition, imtstrand dividend income on investment securitieseased as a result of a 59
basis point increase in the average yield on imvest securities during the fiscal year.

Total interest expense during the year endgxde®nber 30, 2009, decreased $14.1 million fronpthe year.
Specifically, interest on customer and brokeredod#émaccounts decreased $5.7 million during fi64l9. Of that decrease,
approximately $7.6 million resulted from a 94 bagsdnt decrease in the average rate paid on stefresti-costing liabilities.
This decrease was partially offset by a $62.7 amlincrease in the average balance of customebrake&red deposits
accounts from the prior year. The average rate paiFHLB advances decreased 118 basis pointshwégilted in a
decrease in interest on FHLB advances of approrim&6.3 million from fiscal year 2008. In additica decrease in
interest on FHLB advances of approximately $2.1lted from a $45.3 million decrease in the avefagance of FHLB
advances over the prior period. Management coaginol use FHLB advances as a primary source of-s#on financing.
Interest expense on subordinated debentures dedr8&60,000 resulting from a 201 basis point deeréathe average rate
paid on such liabilities from the prior year.

The Bank’s net interest income is impacteagnges in market interest rates, which have vayiedtly over time.
Changing interest rates also affect the level aflprepayments and the demand for new loans. Mamag monitors the
Bank’s net interest spreads (the difference betwesds received on assets and paid on liabilitee®), although constrained
by market conditions, economic conditions, and pritdinderwriting standards, it offers deposit rates loan rates that
maximize net interest income. Since the relatpread between financial assets and liabilitie®isstantly changing, North
American’s current net interest spread may notrbm@ication of future net interest income.

The provision for losses on loans was $11IBamiduring the year ended September 30, 2009 pesed to $6.2 million
during fiscal 2008. The allowance for loan losas $20.7 million or 1.64% of the total loan politidheld for investment
and approximately 51% of total nonaccrual loansfé&eptember 30, 2009. This compares with an altme for loan losses
of $13.8 million or 1.07% of the total loan porifoheld for investment and approximately 39% oftibtal nonaccrual loans
as of September 30, 2008. The increase in theafioe for loan loss of $6.9 million resulted frdme $11.3 million
provision for loss, which was partially offset bgtrcharge-offs for the year of $4.4 million. Therease in the provision for
loss from the prior year related primarily to sfig@nt increases in loans classified as substanolalass. Additionally
management determined that the significant incremee allowance for loan loss was appropriatetdue continued
deterioration in the real estate markets. Wittarddo loan portfolio concentrations at Septemi@er2®09, loans secured by
business properties made up thirty-four percetlh®Bank’s total loans receivable, and forty-thpeecent of the allowance
for loan losses was allocated to such loans. ddmspares to thirty-four percent of total loans re&lele and forty-one
percent of the allowance at September 30, 2008Sefstember 30, 2009, loans secured by residemtpkpties made up
thirty-four percent of the Bank’s total loans re@dile, and eighteen percent of the allowance fan losses was allocated to
such loans. This compares to thirty-one percetutaf loans receivable and nine percent of thenalhce at September 30,
2008. At September 30, 2009, construction andldpwgent loans made up twenty-three percent of guekB total loans
receivable, and thirty percent of the allowanceldan losses was allocated to such loans. Thigpeaoes to twenty-seven
percent of total loans receivable and forty-oneeer of the allowance at September 30, 2008. Memagt believes that the
provision for loan losses is sufficient to provide a level of loan loss allowance at year end #ratld adequately absorb all
estimated credit losses on outstanding balancestieesubsequent twelve-month period.



Total other income for fiscal year 2009 wa®.$4million, an increase of $22.1 million from tamount earned in fiscal
year 2008. Specifically, gain on sale of loangllfel sale increased $15.0 million due to increasedgage banking volume
from the prior year. Gain on sale of securitieailable for sale increased $4.4 million due toghie of corporate debt
securities during the year. Provision for losgeal estate owned decreased $1.3 million due teceedse in charge-offs of
foreclosed assets during the year and due to itnénation of general reserves related to foreclasgsets held for sale,
which are carried at fair value less estimatedrepliosts. Customer service fees and chargesasede$1.3 million due
primarily to an increase in miscellaneous loaniogton fees resulting from the increase in moréeghgnking volume.

Total general and administrative expensefigoal 2009 were $46.7 million, an increase of $@iBion from the prior
year. Specifically, compensation and fringe beséficreased $2.1 million due primarily to the diddi of personnel in the
Company’s information technology, mortgage bankira@ning, and loan servicing departments. Comimisbased
mortgage banking compensation increased $6.0 midige primarily to an increase in mortgage bankiigme from the
prior year. Additionally, advertising and busin@ssmotion expense increased $438,000 due printarilycreased costs
related to the mortgage banking operation. Fédeosit insurance premium expense increasedrillitn due to an
increase in insurance rates during the year andada&717,000 special assessment that was payal8eptember 30, 2009.

Comparison of Years Ended September 30, 2008 and@0
For the fiscal year ended September 30, 20@8Company had net income of $9.3 million, or 8Ip&r share, compared
to net income $15.3 million, or $1.89 per sharthiprior year.

Total interest income for the year ended Seper 30, 2008, was $95.5 million, a decrease & #8llion from fiscal
year 2007. The average yield on interest-earnisgta decreased during fiscal 2008 to 6.49% frd®%3.during fiscal
2007, which resulted in a decrease in interestnmecof $9.4 million. The average balance of inteeasning assets
increased from $1,462.0 million during fiscal 2607%1,472.1 million during fiscal 2008, resultingan increase in interest
income of $1.3 million.

Interest income on loans decreased $7.4 mitha$91.6 million in fiscal 2008, compared to $Oillion during fiscal
2007. A decrease of $9.1 million resulted fronBebésis point decrease in the average yield orsloatstanding during the
fiscal year. The weighted average rate on loarsivable at September 30, 2008, was 6.49%, a 66 paisit decrease from
September 30, 2007. This decrease was partidigtdiy a $1.8 million increase in interest incamndoans resulting from a
$23.7 million increase in the average balance afisooutstanding over the prior year. Interestrimeon mortgage-backed
securities decreased $611,000 to $2.5 milliongeodi 2008, compared to $3.2 million during fiscdd2. A decrease of
$659,000 resulted from a $18.8 million decreaghénaverage balance of mortgage-backed securitissthe prior year.
This decrease was partially offset by a 7 basietpntrease in the average yield on mortgage-baskedrities during the
fiscal year.

Total interest expense during the year endgxde®nber 30, 2008, decreased $5.6 million fronptie year. Specifically,
interest on customer and brokered deposit acca@tt®ased $2.8 million during fiscal 2008. Of tthetrease,
approximately $2.2 million resulted from a 27 basdnt decrease in the average rate paid on stefresti-costing liabilities,
and a decrease of approximately $587,000 resulted & $14.3 million decrease in the average balahcastomer and
brokered deposits accounts from the prior yeare d\lerage rate paid on FHLB advances decreaseds&8imints, which
resulted in a decrease in interest on FHLB advaotepproximately $3.5 million from fiscal year Z00This decrease was
partially offset by a $1.3 million increase, whigsulted from a $24.0 million increase in the agerbalance of FHLB
advances over the prior period. Management coadinol use FHLB advances as a primary source of-s#ron financing.
Interest expense on securities sold under agresrtentépurchase decreased $395,000 from the ga@rdue to the fact that
the Company had no such liabilities outstandingrdufiscal 2008.
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The provision for losses on loans was $6.8anilduring the year ended September 30, 2008, eoeapto $1.6 million
during fiscal 2007. The allowance for loan losas $13.8 million or 1.07% of the total loan politidheld for investment
and approximately 39% of total nonaccrual loansfé&eptember 30, 2008. This compares with an alime for loan losses
of $8.1 million or 0.63% of the total loan portiolheld for investment and approximately 245% ofttital nonaccrual loans
as of September 30, 2007. The increase in thevafioe for loan loss of $5.7 million was due to df@rementioned
provision for loan loss resulting from managemeatialysis of the Bank’s loan portfolios, which wastially offset by net
charge-offs for the year of $490,000. The providior loss on loans related primarily to the sigmint increase in loans
secured by business and residential constructiopepties classified as substandard or loss ovarribeyear. Additionally
management determined that the significant incremee allowance for loan loss was appropriatetdue continued
deterioration in the residential housing marketitiWegard to loan portfolio concentrations at 8eger 30, 2008, loans
secured by business properties made up thirtygetcent of the Bank’s total loans receivable, anti/fone percent of the
allowance for loan losses was allocated to suahslod his compares to thirty-three percent of ttahs receivable and
fifty-three percent of the allowance at Septemii:r2®07. At September 30, 2008, loans secure@digiential properties
made up thirty-one percent of the Bank’s total beateivable, and nine percent of the allowancéofm losses was
allocated to such loans. This compares to tweintg-percent of total loans receivable and thirjeercent of the allowance
at September 30, 2007. At September 30, 2008tremtion and development loans made up twenty-speecent of the
Bank’s total loans receivable, and forty-one percénthe allowance for loan losses was allocatesiich loans. This
compares to thirty-three percent of total loanginaable and twenty-one percent of the allowancgegtember 30, 2007.
Management believes that the provision for loasdgss sufficient to provide for a level of loasdallowance at year end
that would adequately absorb all estimated cregids on outstanding balances over the subseguedwneimonth period.

Total other income for fiscal year 2008 wa8.€1million, a decrease of $2.8 million from theamt earned in fiscal year
2007. Specifically, provision for loss on realagetowned increased $1.5 million due to increadeage-offs on residential
construction and business properties. Customeiceefaes and charges decreased $270,000 due tveade in
miscellaneous loan origination fees resulting ftb decrease in mortgage banking volume, and &dselin appraisal fee
income resulting from the elimination of the Comyannternal appraisal department in March 200&in®n sale of loans
receivable held for sale decreased $375,000 daal&zrease in mortgage banking volume from the paar. In addition,
other income decreased $742,000 due to decreasedine received on foreclosed assets held for kele prepayment
penalties, official check processing fee incomel, thie effect of recording the net fair value oftair loan-related
commitments in accordance with FASB Statement 88, 1Accounting for Derivative Instruments and HiedgActivities.”
These decreases were partially offset by a $122r@06ase in gain on sale of securities due tag¢blemption of Visa, Inc.
common stock during their initial public offering March 2008.

Total general and administrative expensefigoal 2008 were $36.8 million, an increase of $890 from the prior year.
Specifically, compensation, fringe benefits, anthoossion-based mortgage banking compensation isede$158,000 due
primarily to an increase in mortgage banking spseadkr the prior year. Premises and equipmentresepimcreased
$510,000 due primarily to costs related to a neam lorigination system implemented in fiscal 20@dditionally,
advertising and business promotion expense incde®k27,000 due primarily to increased costs reledgte mortgage
banking operation. These increases were parbéfthet by a $306,000 decrease in other expenséodigecreases in
professional fees and other lending-related cestslting from the consolidation of loan originatieffices in fiscal 2007 and
from the decrease in mortgage banking volume fefitdtal year.

Asset/Liability Management

Management recognizes that there are certarkatrisk factors present in the structure ofBaek’s financial assets and
liabilities. Since the Bank does not have matexmabunts 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 sefitsiton both the interest-earning assets andnterést-costing liabilities are
key to effectively managing IRR. Management maimstan IRR policy, which outlines a methodology fieonitoring
interest rate risk. The Board of Directors revidhis policy and approves changes on a quartedisb@he 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 @asls, establishing
prices for the Bank’s various products, and impletimg strategic IRR decisions.

On a quarterly basis, the Bank monitors thienege of changes that would potentially occurtsoniet portfolio value

(“NPV") of assets, liabilities, and off-balance shitems assuming a sudden change in market intettes. Management
presents a NPV analysis to the Board of Directacheajuarter and NPV policy limits are reviewed apgroved.
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The following table is an interest rate sewvisjt analysis, which summarizes information proadby the OTS that
estimates the changes in NPV of the Bank’s podfofiassets, liabilities, and off-balance sheehggiven a range of
assumed changes in market interest rates. Theggutations estimate the effect on the Bank’s NP¥roinstantaneous and
sustained change in market interest rates of pldswnus 300 basis points, as well as the Bank'ssat IRR policy limits
on such estimated changes. The computations @fstiaated effects of interest rate changes amedb@s numerous
assumptions, including a constant relationship betwthe levels of various market interest ratesestichates of
prepayments of financial assets. The OTS compiisdnformation using data from the Bank’s ThHfhancial Report as of
September 30, 2009. The model output data asedardgth the -200 and -300 basis point scenariossuppressed because
of the relatively low current interest rate envimeemt. Dollar amounts are expressed in thousands.

Changes in NPV as % of PV of
Assets
Market Net Portfolio Value Board approved
Interest rates ~ $ Amount $ Change % Change Actual Minimum
+ 3% 187,021 (42,905) -19% 12.1% 6%
+ 2% 200,815 (29,111) -13% 12.8% 6%
+ 1% 216,194 (13,732) -6% 13.6% 7%
no change 229,926 -- -- 14.2% 8%
-1% 243,691 13,765 +6% 14.8% 8%
-2% - - -- - 8%
-3% - - -- - 8%

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

Impact of Inflation and Changing Prices

The consolidated financial statements andedldata presented have been prepared in accordéhceccounting
principles generally accepted in the United StafeSmerica, which require the measurement of firalngosition and
operating results in terms of historical dollarsheiut considering changes in the relative purclipgower 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 admsiirdEtive expenses, interest rates have a mordisagtiimpact on the
Bank’s performance than do the effects of inflatittowever, the level of interest rates may beifgmtly affected by the
potential changes in the monetary policies of toar of Governors of the Federal Reserve Systean mtempt to impact
inflation. Interest rates do not necessarily miovie same direction or in the same magnitudéaptices of goods and
services.

Changing interest rates impact the demanddar loans, which affect the value and profitabiifyNorth American’s loan
origination department. Rate fluctuations inversdfect the value of the Bank’s mortgage servigiogtfolio because of
their impact on mortgage prepayments. Fallingsragually stimulate a demand for new loans, whiekes the mortgage
banking operation more valuable, but also encowaygtgage prepayments, which depletes the valosdfjage servicing
rights. Rising rates generally have the oppogfereon these operations.

Impact of Current Economic Conditions

The current economic environment presentsiirzd institutions with unprecedented circumstarsres challenges which
in some cases have resulted in large declinesifaihvalues of investments and other assetstreinis on liquidity and
significant credit quality problems, including sex&olatility in the valuation of real estate artier collateral supporting
loans. The financial statements have been prepesiad values and information currently availaloiéhte Company.

Given the volatility of current economic cotmains, the values of assets and liabilities recridehe financial statements

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

Effective July 18, 2001, the OTS adopted a rul¢ thanoved the regulation to maintain a specificrage daily balance
of liquid assets, but retained a provision thatnegs institutions to maintain sufficient liquiditg ensure their safe and sound
operation. North American maintains a level ofildjassets adequate to meet the requirements wiahbanking activities,
including the repayment of maturing debt and pagdeposit withdrawals. The Bank’s primary sosroé liquidity are the
sale and repayment of loans, retention of exigtingewly acquired retail deposits, and FHLB advanddanagement
continues to use FHLB advances as a primary sairseort-term funding. FHLB advances are secused blanket pledge
agreement of the loan and securities portfoliG;asiteral, supported by quarterly reporting ofidie collateral to FHLB.
Available FHLB borrowings are limited based upopescentage of the Bank’s assets and eligible esfiftas adjusted by
appropriate eligibility and maintenance levels. ndgement continually monitors the balance of elggdwllateral relative to
the amount of advances outstanding. At SepteBBe2009, the Bank had a total borrowing capadifyHLB of $535.9
million, and outstanding advances of $441.0 millidrhe Bank has established relationships withousrbrokers, and, as a
secondary source of liquidity, the Bank may pureharokered deposit accounts. At September 30,,286Bank has
$207.8 million in brokered deposits, and it coulighase up to an additional $354.7 million in brekedeposits and remain
“well capitalized” as defined by the OTS.

Fluctuations in the level of interest ratgsid¢glly impact prepayments on mortgage loans andgage related securities.
During periods of falling rates, these prepayméntsease and a greater demand exists for new I0Ems.Bank’s ability to
attract and retain customer deposits is partiallydacted by area competition and by other alteraativestment sources that
may be available to the Bank’s customers in variotesest rate environments. Management is noeaotly aware of any
other trends, market conditions, or other econdagtors that could materially impact the Bank'symiy sources of funding
or affect its future ability to meet obligationsthsy come due. Although future changes to thelle’market interest rates
is uncertain, management believes its sourcesndifig will continue to remain stable during upwardl downward interest
rate environments. In the unlikely event of a Bigant change in the availability of the Bank'shfling sources, the Bank
could obtain funding through the various capitafkefalternatives available such as an issuancerpbrate debt,
commercial paper or fed funds.

The OTS also requires thrift institutions taimain specified levels of regulatory capital. &sSeptember 30, 2009, the
Bank’s regulatory capital exceeded all minimum tapiequirements, which consist of three componeatsyible, core, and
risk-based. A schedule, which more fully descritbesBank’s regulatory capital requirements, isvigted in the notes to the
consolidated financial statements.

Any dividend or capital distribution that tBank makes to the Company is subject to a thirtyréaiew by the OTS, who
can take exception to any proposed dividend. Dedldividends remain unpaid until management reseiwritten
notification of “no exception” from the OTS.

Off Balance Sheet Arrangements and Contractual Obgjations

Various commitments and contingent liabilitisse in the normal course of business, whicmateequired to be
recorded on the balance sheet. The most signifafahese are loan commitments and standby ledfecsedit. The bank
had outstanding commitments to originate mortgages for its portfolio and standby letters of ctédtialing $1.3 million
and $2.3 million, respectively, at September 3@20In addition, the Bank had outstanding committai¢o originate
mortgage loans totaling $155.0 million at Septen@#®r2009, which it had committed to sell to outsidvestors. Since
commitments may expire unused or be only partisdlyd, these totals do not necessarily reflectéutash requirements.
Management does not anticipate any material laasggisg from commitments and contingent liabiliteesd believes that
there are no material commitments to extend cthditrepresent risk of an unusual nature.

Management anticipates that the Company wiitioue to have sufficient funds through repaymani$ maturities of
loans and securities, deposits and borrowings.get fits commitments.
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The following table discloses payments du¢henCompany’s contractual obligations at Septer86e2009:

Due in less Due from one Due from three Due dmem
Total than one year to three years to five yearsthan five years
Advances from FHLB $ 441,026 230,026 211,000 - -
Subordinated debentures 25,774 -- -- -- 25,774
Operating leases 2,340 554 826 890 70
Total contractual obligations $ 469,140 230,580 211,826 890 25,844

Critical Accounting Policies

The Company has identified the accounting polibielew as critical to the Company’s operations andrtderstanding
the Company’s consolidated financial statementsdlo®wing is an explanation of the methods and agdioms underlying
their application.

Allowance for Loan and Lease Losses

Management records an Allowance for Loan asaiske Losses (“ALLL”") sufficient to cover current ebarge-offs and an
estimate of probable losses based on an analysisksfthat management believes to be inheremidndan portfolio. The
ALLL recognizes the inherent risks associated \tiding activities but, unlike a specific allowanbas not been allocated
to particular problem assets but to a homogenoukgidoans. Management analyzes the adequadyecdltowance on a
monthly basis and believes that the Bank’s speltiis allowances and ALLL are adequate. While rgameent uses
information currently available to determine thallewances, they can fluctuate based on changesoinomic conditions
and changes in the information available to managpemAlso, regulatory agencies review the Bank®aances for loan
loss as part of their examination, and they mayireghe Bank to recognize additional loss provisibased on the
information available at the time of their examioas.

Management estimates the required level oflAuking a formula based on various subjective drjdative factors.
ALLL is established and maintained in the form gfravision on loss charged to earnings. Basedsoanialysis,
management may determine that ALLL is above apjaitgtevels. If so, a negative loss provision wiook recorded to
reduce the ALLL. This could occur due to signifitasset recoveries or significant reductions élével of classified
assets. Each quarter management assesses tbEthiskassets in the loan portfolio using histdrioas data and current
economic conditions in order to determine impairhwdrthe various loan portfolios and adjusts thesleof ALLL. At any
given time, the ALLL should be sufficient to absatdeast all estimated credit losses on outstgndiittances over the next
twelve months.

When considering the adequacy of ALLL, managet’s evaluation of the asset portfolio has twanaiy components:
foreclosure probability and loss severity. Foreale probability is the likelihood of loans not agmg in accordance with
their original terms, which would result in the dotosure and subsequent liquidation of the propdrtss severity is any
potential loss resulting from the loan’s foreclesand subsequent liquidation. Management calaukdgmated foreclosure
frequency and loss severity ratios for each homoggifoan pool based upon objective factors sudtistarical data and
loan characteristics, plus an estimate of certalijestive factors including future market trendd @sonomic conditions.
These ratios are applied to the balances of theogeneous loan pools to determine the adequacydithL each month.

In addition to analyzing homogenous poolsoafiis for impairment, management reviews individo@hs for impairment
each month. A loan becomes impaired when managdméaves it will be unable to collect all prinailpand interest due
according to the contractual terms of the loara Ian is impaired, the Bank records a specifanaince equal to the excess
of the loan’s carrying value over the present valiithe estimated future cash flows discounteth@tidan’s effective rate
based on the loan’s observable market price ofaih@alue of the collateral if the loan is collegbdependent. Loans on
residential properties with greater than four uaitdl loans on construction/development and comalguobperties are
evaluated for impairment on a loan by loan basis.
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Valuation of Derivative Instruments

The Bank has commitments outstanding to exteedit that have not closed prior to the end effkriod. As the Bank
enters into commitments to originate loans, it &sters into commitments to sell the loans in #eadary market.
Additionally, the Bank has commitments to sell lpdimat have closed prior to the end of the periddch commitments to
originate loans held for sale and to sell loanscaresidered derivative instruments in accordantle @AAP, which requires
the Bank to recognize all derivative instrumentthim balance sheet and to measure those instruateiais value.

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

Valuation of Mortgage Servicing Rights

The Bank creates mortgage servicing rights (“MSRsf9ugh the securitization and sale of residemtiafitgage loans.
MSRs are recorded at cost based upon the relaivedlues of the servicing rights on the undedylimans. The fair value is
determined by discounting estimated future cashdlat the market rate of interest. These righgsaanortized in proportion
to and over the period of expected net serviciegrme or loss.

The Bank evaluates the carrying value of MSRs omoathly basis based on their estimated fair vaker. purposes of
evaluating and measuring impairment of MSRs, thekBstratifies the rights based on their predomimesitcharacteristics.
Management considers the significant risks to lae kype, period of origination and stated interast. If the estimated fair
value, using a discounted cash flow methodologless than the carrying amount of the portfoli@, portfolio is written
down to the amount of the discounted expected fbawis utilizing a valuation allowance. The Bankliags consensus
market prepayment assumptions and discount raeslaate its capitalized servicing rights, whicimsiders the risk
characteristics of the underlying servicing righBrepayment assumptions have the greatest impabeanarket value of
MSRs. Generally, if current rates are lower tHanrates on the underlying loans, prepaymentsaaielerate, reducing the
value of the MSRs. The Bank utilizes prepaymestiagptions compiled by the mortgage research depattof several
large broker/dealers. The measurement of thevédire of MSRs is limited by the conditions existengd the assumptions
utilized as of a particular point in time, and t@ssumptions may not be appropriate if applieddifferent point in time.
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NASB Financial, Inc. and Subsidiary

Consolidated Balance Sheets
September 30, September 30,

2009 2008
ASSETS (Dollars in thousands)
Cash and cash equivalents $ 63,250 21,735
Securities:
Available for sale, at fair value 21,654 35
Held to maturity, at cost 1,290 -
Stock in Federal Home Loan Bank, at cost 26,640 26,284
Mortgage-backed securities:
Available for sale, at fair value 46,549 59,889
Held to maturity, at cost 11,125 135
Loans receivable:
Held for sale, at fair value at September WXL, and at lower of amortized cost
or fair value at September 30, 2008, net 81,367 64,030
Held for investment, net 1,259,694 1,294,297
Allowance for loan losses (20,699) (13,807)
Accrued interest receivable 6,195 6,886
Foreclosed assets held for sale, net 10,140 6,038
Premises and equipment, net 13,393 14,599
Investment in LLCs 21,045 20,683
Mortgage servicing rights, net 351 716
Deferred income tax asset, net 6,651 6,293
Other assets 10,917 8,948
$ 1,559,562 1,516,761
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Customer deposit accounts $ 696,781 691,615
Brokered deposit accounts 207,844 77,764
Advances from Federal Home Loan Bank 441,026 550,091
Subordinated debentures 25,774 25,774
Escrows 10,178 9,776
Income taxes payable 4,210 4,002
Liability for unrecognized tax benefits 326 850
Accrued expenses and other liabilities 7,035 4,477
Total liabilities 1,393,174 1,364,349
Stockholders' equity:
Common stock of $0.15 par value: 20,000,006arized; 9,857,112 shares
issued at September 30, 2009 and 2008 1,479 1,479
Additional paid-in capital 16,525 16,484
Retained earnings 184,891 172,612
Treasury stock, at cost; 1,989,498 shares@e8ier 30, 2009 and 2008 (38,418) (38,418)
Accumulated other comprehensive income 1,911 255
Total stockholders' equity 166,388 152,412
$ 1,559,562 1,516,761

See accompanying notes to consolidated finanzitdreents.
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NASB Financial, Inc. and Subsidiary

Consolidated Statements of Income
Years Ended September 30,

2009 2008 2007
(Dollars in thousands, except share data)
Interest on loans receivable $ 84,934 91,635 99,067
Interest on mortgage-backed securities 2,042 2,546 3,157
Interest and dividends on securities 2,750 1,086 1,254
Other interest income 99 254 340
Total interest income 89,825 95,521 103,818
Interest on customer and brokered deposit acsount 25,011 30,739 33,512
Interest on advances from Federal Home Loan Bank 16,552 24,410 26,811
Interest on subordinated debentures 857 1,357 1,421
Interest on securities sold under agreementsporchase -- -- 395
Total interest expense 42,420 56,506 62,139
Net interest income 47,405 39,015 41,679
Provision for loan losses 11,250 6,200 1,634
Net interest income after provision for loasdes 36,155 32,815 40,045
Other income (expense):
Loan servicing fees, net (A73) 18 103
Impairment recovery on mortgage servicing rights 43 48 34
Customer service fees and charges 6,873 5,547 5,817
Provision for loss on real estate owned (727) (2,050) (595)
Gain on sale of securities available for sale 4,565 122 --
Gain from loans receivable held for sale 29,042 14,043 14,418
Other 871 679 1,421
Total other income 40,494 18,407 21,198
General and administrative expenses:
Compensation and fringe benefits 17,615 15,553 15,567
Commission-based mortgage banking compensation 13,518 7,482 7,310
Premises and equipment 3,972 4,147 3,637
Advertising and business promotion 4,743 4,305 4,178
Federal deposit insurance premiums 1,246 104 103
Other 5,622 5,228 5,534
Total general and administrative expenses 46,716 36,819 36,329
Income before income tax expense 29,933 14,403 24,914
Income tax expense (benefit):
Current 13,027 9,989 9,429
Deferred (1,803) (4,882) 166
Total income tax expense 11,224 5,107 9,595
Net income $ 18,709 9,296 15,319
Basic earnings per share $ 2.38 1.18 1.89
Diluted earnings per share $ 2.38 1.18 1.88
Basic weighted average shares outstanding 7,867,61¢ 7,867,614 8,100,904

See accompanying notes to consolidated financ@sients.
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NASB Financial, Inc. and Subsidiary
Consolidated Statements of Cash Flows

Years ended September 30,

2009 2008 2007
Cash flows from operating activities: (Dollars in thousands)
Net income 18,709 9,296 15,319
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation 1,768 1,809 1,220
Amortization and accretion, net (5,387) (1,068) (1,668)
Deferred income tax expense (benefit) (1,803) (4,882) 166
Gain on sale of securities available for sale (4,565) (122) --
Loss from investment in LLCs 117 265 197
Impairment recovery on mortgage servicing sght (43) (48) (34)
Gain from loans receivable held for sale (29,042) (14,043) (14,418)
Provision for loan losses 11,250 6,200 1,634
Provision for loss on real estate owned 727 2,050 595
Origination of loans receivable held for sale (1,563,400) (884,725) (1,001,663)
Sale of loans receivable held for sale 1,576,436 899,486 1,019,310
Stock based compensation — stock options 41 84 89
Changes in:
Net fair value of loan-related commitments (637) 31 (42)
Accrued interest receivable 691 1,512 (192)
Accrued expenses, other liabilities and incéaxes payable 2,145 996 (529)
Net cash provided by operating activities 7,006 16,841 19,984
Cash flows from investing activities:
Principal repayments of mortgage-backed secaritie
Held to maturity 649 82 108
Available for sale 13,408 21,972 17,887
Principal repayments of mortgage loans receivabld for
investment 256,076 309,108 412,833
Principal repayments of other loans receivable 5,415 10,524 8,741
Principal repayments of securities availablestle 6 7 8
Loan origination - mortgage loans receivable lietd
Investment (234,868) (342,219) (401,520)
Loan origination - other loans receivable (4,355) (7,847) (9,141)
Purchase of mortgage loans receivable held fasiment (1,610) (9,500) --
Proceeds from sale (purchase) of Federal Homa Baak
stock (356) (3,977) 1,736
Purchase of mortgage-backed securities held toritya (11,632) - --
Purchase of securities available for sale (110,005) - --
Purchase of securities held to maturity (1,283) - --
Proceeds from sale of securities available ft& sa 96,135 122 -
Proceeds from sale of real estate owned 10,259 5,427 6,785
Purchases of premises and equipment, net (562) (643) (4,097)
Investment in LLC (479) (1,890) (2,517)
Other (1,334) (330) (2,261)
Net cash provided by (used in) investingwatiis 15,464 (19,164) 28,562
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NASB Financial, Inc. and Subsidiary
Consolidated Statements of Cash Flows (continued)

Years ended September 30,

2009 2008 2007
Cash flows from financing activities: (Dollars in thousands)
Net (decrease) increase in customer and brokered
deposit accounts 134,723 (86,570) 3,622
Proceeds from advances from Federal Home Loak Ban 444,000 378,000 353,650
Repayment of advances from Federal Home Loan Bank (553,000) (286,650) (393,848)
Proceeds from subordinated debentures -- - 25,774
Proceeds from sale of securities under agreen@népurchase -- - 30,900
Repayment of securities sold under agreementepiarchase -- - (30,900)
Cash dividends paid (7,080) (7,080) (7,337)
Repurchase of common stock for treasury -- - (16,357)
Change in escrows 402 308 558
Net cash provided by (used in) financing\atigis 19,045 (1,992) (33,938)
Net increase (decrease) in cash and cashadenis 41,515 (4,315) 14,608
Cash and cash equivalents at beginning of period 21,735 26,050 11,442
Cash and cash equivalents at end of period
$ 63,250 21,735 26,050
Supplemental disclosure of cash flow information:
Cash paid for income taxes (net of refunds) $ 13,114 6,613 10,771
Cash paid for interest 41,812 58,686 61,965
Supplemental schedule of non-cash investing arzhéiimg activities:
Conversion of loans receivable to real estateeal $ 18,884 10,465 13,690
Conversion of real estate owned to loans redxéy 391 2,772 5,617
Capitalization of originated mortgage serviciights 10 - 6
Transfer of loans from held for investment &dhfor sale -- 17,515 -

See accompanying notes to consolidated financsients.
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NASB Financial, Inc. and Subsidiary

Consolidated Statements of Stockholders' Equity

Accumulated
Additional other Total

Common paid-in Retained Treasurycomprehensivestockholders'

Capital earnings stock (loss) income equity

Balance at October 1, 2006
Comprehensive income:
Net income
Other comprehensive income, net of tax
Unrealized gain on securities
Total comprehensive income
Cash dividends paid
Stock based compensation expense
Purchase of common stock for treasury

(Dollars in thousands)

Balance at September 30, 2007
Comprehensive income:
Net income
Other comprehensive income, net of tax
Unrealized gain on securities
Total comprehensive income
Cash dividends paid
Stock based compensation expense
Adjustment for the adoption of FIN 48

Balance at September 30, 2008
Comprehensive income:
Net income
Other comprehensive income, net of tax
Unrealized gain on securities
Total comprehensive income
Cash dividends paid
Stock based compensation expense
Adjustment for the adoption of FAS 159,
net of tax

Balance at September 30, 2009

Reclassification Disclosure:

Unrealized gain on available for sale securitnes of

income taxes of $2,794

Reclassification adjustment for gain includechét

income, net of income taxes of $1,758

Change in unrealized gain (loss) on availabteséde

securities, net of income taxes of $1,037

$ 1,479 16,311 162,631 (22,061) (1,788 156,572

-- -- 15,31¢ -- -- 15,31¢

-- -- -- -- 1,106 1,106

16,42¢

-- -- (7,337) -- -- (7,337)

-- 89 -- -- -- 89

-- -- - (16,357) -- (16,357)

$ 1,479 16,400 170,613 (38,418) (682 149,392

-- -- 9,296 -- -- 9,296

-- -- -- -- 937 937

10,233

- - (7,080) - - (7,080)

-- 84 -- -- -- 84

-- -- (217) -- -- (217)

1,479 16,484 172,612 (38,418) 255 152,412

-- -- 18,709 -- -- 18,709

-- -- -- -- 1,656 1,656

20,365

-- -- (7,080) -- -- (7,080)

-- 41 -- -- -- 41

-- -- 650 -- -- 650

$ 1,479 16,525 184,891 (38,418) 1,911 166,388
Year ended

September 30, 2009

$ 4,463
(2,807)
$ 1,656

See accompanying notes to consolidated financisdrsients.

20



(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements inclingeaccounts of NASB Financial, Inc. (the “Comp3anits wholly-owned
subsidiary, North American Savings Bank, F.S.Be (fBank”), and the Bank’s wholly-owned subsidiakgr-Am Service
Corporation. All significant inter-company trantans have been eliminated in consolidation. Towsolidated financial
statements do not include the accounts of our wioelined statutory trust, NASB Preferred Trust b(tfirust”). The Trust
qualifies as a special purpose entity that is equired to be consolidated in the financial statemef NASB Financial, Inc.
The Trust Preferred Securities issued by the Taresincluded in Tier | capital for regulatory capbipurposes.

Cash and Cash Equivalents

Cash and cash equivalents consist of caslaod plus interest-bearing deposits in the FedeoahélLoan Bank of Des
Moines totaling $60.8 million and $6.3 million akReptember 30, 2009 and 2008, respectively. Huefal Reserve Board
(“FRB") requires federally chartered savings barkmaintain non-interest-earnings cash reservepettified levels against
their transaction accounts. Required reservesheayaintained in the form of vault cash, a nonragtbearing account at a
Federal Reserve Bank, or a pass-through accoudéfamed by FRB. At September 30, 2009, the Bardsgrve
requirement was $4.4 million.

Securities and Mortgage-Backed Securities Availabléor Sale

Debt securities and mortgage-backed secudtieslassified as held to maturity when the Comieas the positive intent
and ability to hold the securities to maturity. dDsecurities and mortgage-backed securities agsifled as held to maturity
or trading are classified as available for sals.oASeptember 30, 2009 and 2008, the Company diadsets designated as
trading. Securities and mortgage-backed secuntsssified as available for sale are recordeteit fair values, with
unrealized gains and losses, net of income tagpsyrted as accumulated other comprehensive incotoss

Premiums and discounts are recognized astagjuss to interest income over the life of the siées using a method that
approximates the level yield method. Gains ordesm the disposition of securities are based eslecific identification
method. Market prices are obtained from brokedateaand reflect estimated offer prices.

To the extent management determines a dedliv@lue in a security or mortgage-backed secanilable for sale to be
other than temporary, the Bank will include suchense in the consolidated statements of income.

Securities and Mortgage-Backed Securities Held to Bturity

Debt securities and mortgage-backed seculiBébto maturity are stated at cost, adjustecfoortization of premiums
and discounts, which are recognized as adjustnemserest income over the life of the securitisgg the level-yield
method.

To the extent management determines a decdlivglue in a mortgage-backed security held to nitgtto be other than
temporary, the Company will adjust the carryingueaaind include such expense in the consolidatéehstats of income.

Loans Receivable Held for Sale

As the Bank originates loans each month, manageewahiates the existing market conditions to detezrwhich loans
will be held in the Bank’s portfolio and which laawill be sold in the secondary market. Loans solthe secondary market
are sold with servicing released or converted intwtgage-backed securities (“MBS”) and sold wité Hervicing retained by
the Bank. At the time of each loan commitmenteaigion is made to either hold the loan for invesitnhold 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 a@nebid, which method of sale is appropriate.

As of September 30, 2008, loans held for selee carried at the lower of amortized cost or¥alue. As of October 1,
2008, the Company elected to carry loans helddte at fair value, which is determined based oa sammmitments or dealer
guotations. Gains or losses on such sales argmizea using the specific identification methodarisfers of loan
receivable held for sale are accounted for as sdies control over the asset has been surrendéditeel Bank issues various
representations and warranties and standard recprosisions associated with the sale of loansof/eptember 30, 2009,
the Bank has an accrued liability of $1.1 milli@lated to estimated future losses in accordandeswith recourse
provisions.
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Loans Receivable Held for Investment, Net

Loans that management has the intent andyatailhold for the foreseeable future or until mayuor payoff are stated at
the amount of unpaid principal less an allowaneddan losses, undisbursed loan funds and unealisedunts and loan
fees, net of certain direct loan origination codt#erest on loans is credited to income as eaaneldaccrued only when it is
deemed collectible. Loans are placed on nonacstatls when, in the opinion of management, tHdifaély collection of
principal or interest is in doubt. The accrualrgérest is discontinued when principal or integsgments become doubtful.
As a general rule, this occurs when the loan besarmety days past due. When a loan is placedaoaadtrual status,
previously accrued but unpaid interest is reveegginst current income. Subsequent collectiortmsti may be applied as
reductions to the principal balance, interest neans or recorded as income, depending on Bankgeamnt's assessment of
the ultimate collectibility of the loan. Nonacchl@ans may be restored to accrual status wheripahand interest become
current and the full payment of principal and ietdris 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 o tkelated 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 lodgatton equal to the excess
of the loan’s carrying value over the present valiithe estimated future cash flows discounteth@tidan’s initial effective
rate based on the loan’s observable market pritieeoiair value of the collateral if the loan idlateral dependent. One-to-
four family residential loans and consumer loamscailectively evaluated for impairment. Loansresidential properties
with greater than four units, on construction ardedlopment and commercial properties are evaldfatedhpairment on a
loan by loan basis. The allowance for loan loss@screased by charges to income and decreaseldnge-offs (net of
recoveries). Management'’s periodic evaluatiorhefadequacy of the allowance is based on the Baalssloan loss
experience, known and inherent losses in the giartfadverse situations that may affect the bormswvability to repay, the
estimated value of any underlying collateral, andent economic conditions. Assessing the adeqabthe allowance for
loan losses is inherently subjective as it requineking material estimates, including the amounkt taming of future cash
flows expected to be received on impaired loansrtiey be susceptible to significant change. Inagament’s opinion, the
allowance, when taken as a whole, is adequatesimrlalieasonable estimated loan losses inherené iBank’s loan
portfolio.

Foreclosed Assets Held for Sale

Foreclosed assets held for sale are initi@éprded at fair value as of the date of foreclesess any estimated selling
costs (the “new basis”) and are subsequently chatiehe lower of the new basis or fair value Esing costs on the current
measurement date. Adjustments for estimated I@sgesharged to operations when the fair valueiexto an amount less
than the carrying value. Costs and expenses delatmajor additions and improvements are capédilizvhile maintenance
and repairs that do not improve or extend the lofebe respective assets are expensed. Applicaihs and losses on the
sale of real estate owned are realized when thet Bsdisposed depending on the adequacy of the gawment and other
requirements.

Premises and Equipment

Premises and equipment are recorded at esstaccumulated depreciation. Depreciation of {ge=s1and equipment is
provided over the estimated useful lives (from ¢hte forty years for buildings and improvements &odh three to ten years
for furniture, fixtures, and equipment) of the resfive assets using the straight-line method. Maance and repairs are
charged to expense. Major renewals and improvestantcapitalized. Gains and losses on dispositioa credited or
charged to earnings as incurred.

Investment in LLCs

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

Stock Options

The Company has a stock-based employee compengéiomhich is described more fully in Note 18. eT®@ompany
recognizes compensation cost over the five-yeaicgeperiod for its stock option awards. Stockdshsompensation
expense for stock options totaled $41 thousand {$@%sand, net of tax), $84 thousand ($52 thousaetdyf tax) and $89
thousand ($55 thousand, net of tax) during thesyeaded September 30, 2009, 2008 and 2007, resgegcti
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Income Taxes
The Company files a consolidated Federal irctam return with its subsidiaries using the adcmethod of accounting.

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

The Bank’s bad debt deduction for the yeadedrSeptember 30, 2009, 2008 and 2007, was bashe specific charge
off method. The percentage method for additiorthéatax bad debt reserve was used prior to thelfiar ended
September 30, 1997. Under the current tax rulaskB are required to recapture their accumulatetad debt reserve,
except for the portion that was established podt388, the “base-year.” The recapture of the &xceserve was completed
over a six-year phase-in-period that began witHitwal year ended September 30, 1999. A defénemme tax liability is
required to the extent the tax bad debt reserveasiscthe 1988 base year amount. Retained earinaigde approximately
$3.7 million representing such bad debt reservevfich no deferred taxes have been provided. iDigtng the Bank’s
capital in the form of stock redemptions caused®aek to recapture a significant amount of its Habt reserve prior to the
phase-in period.

Mortgage Servicing Rights

Servicing assets and other retained intenestansferred assets are measured by allocatspgrétvious carrying amount
between the assets sold, if any, and retainedesttef any, based on their relative fair valuethatdate of the transfer, and
servicing assets and liabilities are subsequentigsured by (1) amortization in proportion to andrdtie period of
estimated net servicing income or loss, and (2ssseent for asset impairment or increased obligdtised on their fair
values.

Originated mortgage servicing rights are rdedrat cost based upon the relative fair valué¢beofoans and the servicing
rights. Servicing release fees paid on compaiables and discounted cash flows are used to deterestimates of fair
values. Purchased mortgage servicing rights ayeieex] from independent third-party originators amnel recorded at the
lower of cost or fair value. These rights are aimed in proportion to and over the period of expdmet servicing income
or loss.

Impairment Evaluation - The Bank evaluates the carrying value of cagid mortgage servicing rights on a periodic
basis based on their estimated fair value. Fopgues of evaluating and measuring impairment otal&ed servicing
rights, the Bank stratifies the rights based oiir flieedominant risk characteristics. The significesk characteristics
considered by the Bank are loan type, period afieation and stated interest rate. If the faiueadstimated, using a
discounted cash flow methodology, is less tharc#tieying amount of the portfolio, the portfoliovisitten down to the
amount of the discounted expected cash flows wigiz valuation allowance. The Bank utilizes cosssmarket
prepayment assumptions and discount rates to a@edtaacapitalized servicing rights, which cons&ltire risk characteristics
of the underlying servicing rights. During the s@anded September 30, 2009 and 2008, the valmefage servicing
rights increased, which resulted in a recoveryadfiation allowance of $43,000 and $48,000, respelgti

Derivative Instruments

The Bank regularly enters into commitments to oidgge and sell loans held for sale. Certain comanitsare considered
derivative instruments under GAAP, which requites Bank to recognize all derivative instrumentthimbalance sheet and
to measure those instruments at fair value. ASepitember 30, 2009 and 2008, the fair value of telated commitments
resulted in a net asset of $645,000 and $8,000ectisely.

Revenue Recognition
Interest income, loan servicing fees, custoseevice fees and charges and ancillary incomeectta 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 outstanditiggdhe year.
Diluted earnings per share is computed using thghted average common shares and all potentiaivddlgommon shares
outstanding during the year. Dilutive securitiegsist entirely of stock options granted to empésyas incentive stock
options under Section 442A of the Internal ReveBade as amended.
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The computations of basic and diluted earnpegsshare are presented in the following tablellabamounts are
expressed in thousands, except per share data.

Year Ended September 30,

2009 2008 2007

Net income $ 18,709 9,296 15,319
Average common shares outstanding 7,867,614 7,867,614 8,100,904
Average common share stock options outstanding -- - 66,970
Average diluted common shares 7,867,614 7,867,614 8,167,874
Earnings per share:

Basic earnings per share $ 2.38 1.18 1.89

Diluted earnings per share 2.38 1.18 1.88

At September 30, 2009 and 2008, options tehmasge 62,038 shares and 72,038 shares, respectivéie Company’s
stock were outstanding. These options were ntudied in the calculated of diluted earnings pereshas they were
considered anti-dilutive.

Recently Issued Accounting Standards

On June 29, 2009, the Financial Accountingi&ads Board (FASB) issued Accounting Standardsfication (ASC)
105-10 which establishes the Codification as the@mof authoritative GAAP recognized by the FASBe applied to
nongovernmental entities. Rules and interpretileases of the Securities and Exchange CommisSie€) under federal
laws are also sources of authoritative GAAP for SE@istrants. All guidance contained in the Cadifion carries an equal
level of authority. Accounting Standard Updatesied after the effective date of this update vatl Ine considered
authoritative in their own right. Instead, the Aaating Standard Updates will serve only to updag¢eCodification, provide
background information about the guidance, andideothe basis for conclusions on the change(d)arCodification. After
the effective date of this statement, all non-gfatitred non-SEC accounting literature not incluitettie Codification is
superseded and deemed non-authoritative. ASC Q@§4dffective for interim and annual reportingipds after September
15, 2009 (effective September 30, 2009 for the Gomip  There was no material impact from the adwoptif this update.

In September 2006, the FASB issued ASC 82@whi;h defines fair value, establishes a frameviorkmeasuring fair
value, and expands disclosures about fair valuesanements. The standard is effective for finanstalements issued for
fiscal years beginning after November 2, 2007, iatetim periods within those fiscal years. The gtitm of the standard on
October 1, 2008, resulted in additional disclosiumeie Company’s financial statements.

In February 2007, the FASB issued ASC 825ri@re commonly known as the “The Fair Value OptionFinancial
Assets and Financial Liabilities.” This standardyides companies with an option to measure ekygfinlancial assets and
liabilities at fair value. The fair value optioragnbe applied instrument by instrument and is woable once made. If a
company elects the fair value option for an eligiiplstrument, changes in fair value must be redateunrealized gains and
loses in earnings at each subsequent reporting dde standard is effective for fiscal years beijig after November 15,
2007. The Company adopted the standard on Ocligl#08, and elected to measure loans held forasdéér value. This
election resulted in a $650,000 increase in reth@anings.

In December 2007, the FASB issued ASC 805-TIhe standard revises certain principles, inclgdive definition of a
business combination, the recognition and measureof@ssets acquired and liabilities assumedhnsiness combination,
the accounting for goodwill, and financial statetgisclosure. This update is effective for anmeiiods beginning after
December 15, 2008. There is currently no impawmnhfthe adoption of this update on the Company’'scliated financial
statements.

In March 2008, the FASB issued ASC 815-10-8fictv establishes the disclosure requirements fovakése instruments
and for hedging activities. This standard amemdsexpands the disclosure requirements of ASC &1%d is effective for
fiscal years and interim periods beginning aftex®&ber 15, 2008. The Company’s disclosure reggrdarivative
instruments reflects the adoption of this standard.

In April 2009, the FASB issued ASC 825-10-5@ ASC 825-10-55 to require disclosures aboutvaline of financial

instruments for interim reporting periods of pulflitaded companies as well as in annual finarstatements. These topics
were effective for interim reporting periods endaftgr June 15, 2009.
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In April 2009, the FASB issued ASC 320-10-6iath amends the other-than-temporary impairmerdange in U.S.
GAAP for debt securities to make the guidance nogrerational and to improve the presentation anclalisre of other-
than-temporary impairments on debt and equity st&siin the financial statements. This standaresdnot amend existing
recognition and measurement guidance related &r-difan-temporary impairments of equity securitied is effective for
interim and annual reporting periods ending aftereJ15, 2009. There is currently no material imfr@en the adoption of
this standard on the Company’s consolidated firsrstatements.

In April 2009, the FASB issued ASC 820-10-6iath provides additional guidance for estimatinig ¥alue when the
volume and level of activity for the asset or liabihave significantly decreased. This standdst ancludes guidance on
identifying circumstances that indicate a transarcis not orderly. The standard is effective fagefrim and annual reporting
periods ending after June 15, 2009, and shoulgpkea prospectively. There is currently no matkimpact from the
adoption of this standard on the Company’s conatdid financial statements.

In May 2009, the FASB issued ASC 855-10 wigstablishes general standards of accounting fodautbsure of events
that occur after the balance sheet date, but béferinancial statements are issued or availabketissued. The standard
sets forth the period after the balance sheetdiaiag which management should evaluate eventaosactions that may
occur for potential recognition or disclosure ie financial statements, the circumstances undeshndm entity should
recognize events or transactions occurring afeebtidance sheet date in its financial statementsttee required financial
statement disclosures. In addition, the standagdires disclosure of the date through which aityemas evaluated
subsequent events and the basis for the datdsthetiether the date represents the date the fmiastatements were issued
or available to be issued. This standard was tffeor interim or annual financial periods endidfter June 15, 2009.
There is currently no material impact from the aéwpof the standard.

In June 2009, the FASB issued ASC 860-10, 86@-40 and ASC 860-50 which enhances informatiponted to users
of financial statements by providing greater tramspcy about transfers of financial assets anddahgany’s continuing
involvement in transferred assets. This standambres the concept of qualifying special purposgyechanges the
requirements for derecognizing financial assetd,raquires enhanced disclosures to provide finhstaéement users with
greater transparency about transfers of finansisgts and a transferor’s continuing involvemenh wiinsfers of financial
assets accounted for as sales. This standarfbcdieé for annual reporting periods beginning mevember 15, 2009, for
interim periods within the first annual reportingripd and for interim and annual reporting perittdseafter (effective
October 1, 2010 for the Company). Management doeanticipate it will have a material impact oe tiompany’s
consolidated financial statements.

In June 2009, the FASB issued ASC 805-20 a®@ 810-10 which requires a company to perform ditqtise analysis
when determining whether it must consolidate aakde interest entity. This analysis identifies phienary beneficiary of a
variable interest entity as the company that hais thee power to direct the activities of the valéainterest entity that most
significantly impact the entity’s economic performea, and the obligation to absorb losses of thigyeghtt 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 rezgithe company to perform ongoing reassessmedttéomine if it must
consolidate a variable interest entity. This staddequires disclosures about the company’s irroknt with the variable
interest entities and any significant changessk eixposure due to that involvement, how the inswignt affects the
company’s financial statements, and significangjudnts and assumptions made in determining whétherst consolidate
the variable interest entity. This standard ie@ifre for annual reporting periods beginning aewember 15, 2009, for
interim periods within the first annual reportingripd and for interim and annual reporting perittdseafter (effective
October 1, 2010 for the Company). Management doeanticipate that this update will have a matemigpact on the
Company’s consolidated financial statements.

Use of Estimates

The preparation of financial statements irbagance with accounting principles generally aceg the United States of
America (“GAAP”) requires management to make ed@mand assumptions that affect the amounts ofsaasd liabilities,
the disclosure of contingent assets and liabilitesl the reported amounts of revenues and expduoseg the reported
periods. Estimates were used to establish lossues, the valuation of mortgage servicing rightsruals for loan recourse
provisions, and fair values of financial instrunsenfctual results could differ from those estinsate

Reclassifications
Certain amounts for 2008 and 2007 have been ré@ast conform to the current year presentation.

Subsequent Events
Subsequent events have been evaluated thizeggmber 14, 2009, which is the date the finarst&tements were issued.
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Fair Value of Financial Instruments

Estimated fair value amounts have been deteiniising available market information and a seledtom a variety of
valuation methodologies. However, considerablginent is required to interpret market data in devielg the estimates of
fair value. Accordingly, the estimates presentedrmt necessarily indicative of the amount thatidde realized in a
current market exchange. The use of different etaaksumptions and estimation methodologies mag hamaterial effect
on the estimated fair value amounts.

The following methods and assumptions werel tisestimate the fair value of each class of famrinstrument presented
as of September 30, 2009 and 2008:

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

Securities available for sale and held to maturity
Fair values are based on quoted market pricesevdhailable.

Mortgage-backed securitiesavailable for sale and held to maturity
Fair values are based on quoted market pricegewdailable. When quoted market prices are ufablaj fair values
are computed using consensus estimates of prepagpesds and market spreads to treasury securities.

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

Loans receivable held for sale
Fair values of mortgage loans held for sale asetb@n quoted market prices for loans with singlaracteristics.

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 pregaysn

Mortgage servicing rights
The estimated fair values of mortgage servicights are determined by discounting estimated futast flows using
a market rate of interest and consensus estiroafggpayment speeds.

Customer and brokered deposit accounts

The estimated fair values of demand deposits anithgs accounts are equal to the amount payabikeimand at the
reporting date. Fair values of certificates of apare computed at fixed spreads to treasuryrgiesuwith similar
maturities.

Advances from FHLB
The estimated fair values of advances from FHLBdatermined by discounting the future cash flofvsx@sting
advances using rates currently available for nevaaces with similar terms and remaining maturities.

Subordinated debentures
The estimated fair values of subordinated debestisrdetermined by discounting the future cashdlof existing
debentures using a market rate of interest. Asetlee variable rate securities, cost approxinfatesalue.

Commitments to originate, purchase and sell loans

The estimated fair value of commitments to origgn@urchase, or sell loans is based on the difterbetween current
levels of interest rates and the committed rates.
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(2) SECURITIES AVAILABLE FOR SALE

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

September 30, 2009

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Corporate debt securities $19,099 2,526 -- 21,625
Municipal securities 29 -- - 29
Total $ 19,128 2,526 - 21,654

September 30, 2008

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Municipal securities $ 35 - -- 35
Total $ 35 -- - 35

During the year ended September 30, 2009Ctmepany realized gross gains of $4.6 million andjruss losses on the
sale of securities available for sale. There wersales of securities available for sale durimgythars ended September 30,
2008, or 2007.

The scheduled maturities of securities avéalédy sale at September 30, 2009, are presentie 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 $ 5 -- -- 5
Due from one to five years 1,020 73 -- 1,093
Due from five to ten years 18,103 345 -- 20,556
Total $ 19,128 2,526 -- 21,654

(3) SECURITIES HELD TO MATURITY

The following tables present a summary of gées held to maturity. Dollar amounts are expesgkin thousands.

September 30, 2009

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Asset-backed securities $ 1,290 85 -- 1,375
Total $ 1,290 85 - 1,375
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The scheduled maturities of securities heloh&urity at September 30, 2009, are presentdtkifioflowing table. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
Cost gains losses value
Due after ten years $ 1,290 85 -- 1,375
Total $ 1,290 85 -- 315

Actual maturities of securities held to maturmay differ from scheduled maturities dependinglee repayment
characteristics and experience of the underlyingrtial instruments which are callable.

There were no dispositions of securities heldhaturity during the year ended September 309200

(4) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

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

September 30, 2009

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMiked rate  $ 114 -- -- 114
Pass-through certificates guaranteed by FNMA —
adjustable rate 5,924 67 -- 5,991
FHLMC participation certificates:
Fixed rate 546 33 - 579
Adjustable rate 39,384 481 - 39,865
Total $ 45,968 581 - 46,549
September 30, 2008
Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMiked rate  $ 130 -- 1) 129
Pass-through certificates guaranteed by FNMA —
adjustable rate 7,762 58 -- 7,820
FHLMC patrticipation certificates:
Fixed rate 741 - (45) 696
Adjustable rate 50,841 461 (58) 51,244
Total $ 59,474 519 (104) 59,889

There were no sales of mortgage-backed sexsuavailable for sale during the years ended Ss#me 30, 2009, 2008, or
2007.
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There were no unrealized losses on mortgagkelasecurities available for sale at Septembe2309. The following
tables present a summary of the fair value andsgnosealized losses of those mortgage-backed seswuivailable for sale
which had unrealized losses at September 30, 2D@8ar amounts are expressed in thousands.

Less Than 12 Months 12 Months or Longer
Estimated Gross Estimated Gross
Fair unrealized fair unrealized
Value losses value losses
Pass-through certificates guaranteed by GNMA —
fixed rate $ 129 1 $ - -
FHLMC participation certificates:
Fixed rate -- - 696 45
Adjustable rate -- -- 9,685 58
Total $ 129 1 $ 10,381 103

Based upon evaluation of available evidencgegtember 30, 2008, including changes in marketast rates during the
fiscal year, it was management’s opinion that thelides in fair value of these securities, whichsisted almost exclusively
of moderately-seasoned 5/1 adjustable rate morilgagked securities, was temporary. The declifaifnvalue was due to
significant changes in interest rates and marketlitons which occurred after the securities warechased. However, it
was management’s opinion that as these securji@®ached their reset dates, they would no longeémipaired. Should the
impairment of these securities become other thawpdeary, the cost basis of the investment will déduced and the resulting

loss recognized in net income in the period themwthan-temporary impairment is identified. Then@@any has the ability to
hold these securities to maturity.

The scheduled maturities of mortgage-backedrgtes available for sale at September 30, 2888 presented in the
following table. Dollar amounts are expressechusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from five to ten years $ 546 33 - 579
Due after ten years 45,422 548 -- 45,970
Total $ 45,968 581 - 46,549

Actual maturities of mortgage-backed secigitigailable for sale may differ from scheduled mitis depending on the

repayment characteristics and experience of theryidg financial instruments, on which borrowees/é the right to prepay
certain obligations.

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

September 30, 2009

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 984 14 -- 998
FHLB advances 43,468 527 -- 43,995
Total $ 44,452 541 -- 44,993
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September 30, 2008

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 1,135 3 (9) 1,129
FHLB advances 56,232 513 (49) 56,696
Total $ 57,367 516 (58) 57,825

(5) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

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

September 30, 2009

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
FHLMC patrticipation certificates:
Fixed rate $ 59 4 - 63
FNMA pass-through certificates:
Fixed rate 10 -- - 10
Balloon maturity and adjustable rate 3 4 -- -- 43
Collateralized mortgage obligations 11,013 214 -- 11,227
Total $ 11,125 218 - 11,343

September 30, 2008

Gross Gross Estimated
Amortized  unrealized unrealized Fair
cost gains losses Value
FHLMC patrticipation certificates:
Fixed rate $ 74 4 - 78
FNMA pass-through certificates:
Fixed rate 13 -- - 13
Balloon maturity and adjustable rate 7 4 -- -- a7
Pass-through certificates guaranteed by GNMA -dfirete 1 -- -- 1
Total $ 135 4 -- 139

The scheduled maturities of mortgage-backedrg@s held to maturity at September 30, 2008,paesented in the
following table. Dollar amounts are expressechisusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
Cost gains losses value
Due from five to ten years $ 112 4 - 116
Due after ten years 11,013 214 - 11,227
Total $ 11,125 218 - 11,343

Actual maturities of mortgage-backed secuwgitield to maturity may differ from scheduled matesi depending on the
repayment characteristics and experience of theryidg financial instruments, on which borrowees/é the right to prepay

certain obligations.
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The principal balances of mortgage-backedrigzsiheld to maturity that are pledged to seaamain obligations of the
Bank as of September 30 are as follows. Dollarartwoare expressed in thousands.

September 30, 2009

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 37 2 -- 39

September 30, 2008

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 41 2 -- 43

All dispositions of mortgage-backed securitietd to maturity during fiscal 2009, 2008, and 20¢re the result of
maturities.

(6) LOANS RECEIVABLE
The following table provides a detail of loarseivable as of September 30. Dollar amounte®gpesssed in thousands.
HELD FOR INVESTMENT 2009 2008

Mortgage loans:
Permanent loans on:

Residential properties $ 363,132 384,258
Business properties 474,487 478,883
Partially guaranteed by VA or insuredryA 4,771 2,812
Construction and development 329,457 396,777
Total mortgage loans 1,171,847 2,280
Commercial loans 121,168 93,600
Installment loans and lease financing to individual 13,861 14,920
Total loans receivable held for istvaent 1,306,876 1,371,250
Less:
Undisbursed loan funds (38,807) (69)300
Unearned discounts and fees on loans, netfefreéd costs (8,375) (7,653)
Net loans receivable held for investment 1$259,694 1,294,297
HELD FOR SALE 2009 2008

Mortgage loans:
Permanent loans on:

Residential properties $129,526 73,829
Business properties - 17,788
Less:
Undisbursed loan funds (48,159) (27,314)
Unearned discounts and fees on loans, netfefreéd costs -- (273)
Net loans receivable held for sale $ 81,367 64,030
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During the quarter ended September 30, 20@8Bank transferred a permanent mortgage loanbwsiaess property
with an amortized cost of $17.5 million from thddhor investment category to the held for saleegaty. The decision was
made to transfer the loan after the borrower defduinder the terms of the note and the Bank bfsganlosure. The basis
at which the loans were transferred was amortizst, evhich was lower than market value at the tifeansfer.

Included in the loans receivable balancegpartcipating interests in mortgage loans and wholined mortgage loans
serviced by other institutions of approximately $0® and $64,000 at September 30, 2009 and 20§&:ctvely.

Whole loans and participations serviced ftveas were approximately $93.3 million and $65.3iamlat September 30,
2009 and 2008, respectively. Loans serviced foerstare not included in the accompanying conseliibalance sheets.

First mortgage loans were pledged to seculeBFativances in the amount of approximately $808ilBam and $800.3
million at September 30, 2009 and 2008, respegtivel

Aggregate loans to executive officers, direstand their associates, including companies ichvtiiey have partial
ownership interest, did not exceed 5% of equitgfeSeptember 30, 2009 and 2008. Such loans wede mnader terms and
conditions substantially the same as loans magarties not affiliated with the Bank.

As of September 30, 2009 and 2008, loans avithggregate principal balance of approximately@#tillion and $35.1
million, respectively, were on nonaccrual stat@oss interest income would have increased by $@l®n, $1.8 million
and $167,000 for the years ended September 30, 2008 and 2007, respectively, if the nonaccruahsohad been
performing.

The following table presents the activity lie allowance for losses on loans for 2009, 2008,2007. Allowance for
losses on mortgage loans includes specific valnatilmwances and valuation allowances associatddheimogenous pools
of loans. Dollar amounts are expressed in thousand

2009 2008 2007
Balance at beginning of year $ 13,807 8,097 7,991
Provisions 11,250 6,200 1,634
Charge-offs (4,377) (504) (1,528)
Recoveries 19 14 --
Balance at end of year $20,699 13,807 8,097

The following tables provide a summary of imfiation on impaired loans. Dollar amounts are esped in thousands.

September 30,
2009 2008
Impaired loans with a valuation allowance $ 40,691 10,287
Impaired loans without a valuation allowance 1,400 --
$ 52,091 10,287
Allowance for loan losses applicable to
impaired loans $ 5,825 1,383
2009 2008 2007
Average balance of impaired loans $ 52,605 10,842 262
Interest income recognized on impaired loans 44,9 489 120
Interest income received on a cash basis on
impaired loans 2,320 635 120
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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 aboubitetibn of real estate that secures loans in timk’'Banortgage loan
portfolio. The line item “Other” includes totahiestments in other states of less than $10 mi#iach. Dollar amounts are
expressed in thousands.

2009
Residential Construction
1-4 5 or more Commercial and
State Family Family real estate development Total
Missouri $ 1634 30,606 71,003 134,556 401,589
Kansas 43,945 10,378 24,090 ¥H,1 254,576
Texas 16,880 8,611 51,153 6,088 82,732
Colorado 4,963 2,039 59,957 - - 66,959
Arizona 11,623 584 19,306 6,050 37,563
Florida 19,215 917 14,552 -- 34,684
Oklahoma 2,891 3,006 20,774 -- 26,671
North Carolina 6,632 -- 17,076 -- 23,708
lllinois 5,969 332 11,969 -- 18,270
Indiana 2,397 - 14,591 - - 16,988
California 14,564 -- 2,358 -- 16,922
lowa 3,619 3,603 6,423 2,650 16,295
Washington 5,090 -- 10,294 -- 15,384
Ohio 3,470 - 9,308 -- 12,778
Georgia 6,032 964 5,731 - 12,727
Michigan 500 -- 9,982 - 10,482
Other 63,516 219 55,834 58,9 123,519
$ 376,730 61,259 404,401 329,457 71,847
2008
Residential Construction
1-4 5 or more Commercial and
State Family Family real estate development Total
Missouri $ 1167 30,470 74,592 177,373 461,602
Kansas 48,023 11,935 23,606 Bw,7 281,320
Colorado 5,657 4,089 63,463 -- 73,109
Texas 13,708 9,329 42,804 48,6 70,489
Arizona 13,126 632 19,543 9,900 43,201
Florida 19,396 936 12,184 -- 32,516
Oklahoma 2,314 3,046 21,627 -- 26,987
North Carolina 6,137 3,648 16,255 -- 26,040
California 14,679 -- 4,500 - 19,179
lllinois 5,964 571 11,054 500 18,089
Indiana 2,610 -- 15,016 - 17,626
Washington 4,950 -- 10,576 -- 15,526
lowa 4,800 3,640 4,184 2,650 15,274
Ohio 2,887 -- 9,618 -- 12,505
Georgia 5,611 283 6,181 - 12,075
Michigan 752 - 10,181 -- 10,933
New Jersey 5,180 -- 5,441 -- 10,621
Pennsylvania 2,403 - 1,87 - 10,274
Other 58,110 236 43,068 958, 105,364
$ 395,374 68,815 401,764 396,777 62,230
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Proceeds from the sale of loans receivable foelsale during fiscal 2009, 2008 and 2007, vi&ir&76.4 million, $899.5
million, and $1,019.3 million, respectively. Iséal 2009, the Bank realized gross gains of $29libbmand $53,000 of
gross losses. In fiscal 2008, the Bank realizedggains of $14.3 million and gross losses of §Ei2on those sales. In
fiscal 2007, gross gains of $14.6 million and grosses of $231,000 were realized.

(7) FORECLOSED ASSETS HELD FOR SALE

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

2009 2008

Real estate acquired through (or deed in lieuafdlosure $ 10,140 6,707
Less: allowance for losses -- (669)

Total $ 10,140 6,038

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

2009 2008 2007
Balance at beginning of year $ 669 204 275
Provision for loss (recovery) 727 500 595
Charge-offs (1,691) (1,819) ey
Recoveries 295 234 556
Balance at end of year $ -- 669 204

(8) PREMISES AND EQUIPMENT

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

2009 2008
Land $ 4,308 4,308
Buildings and improvements 12,428 12,491
Furniture, fixtures and equipment 9,220 10,066
25,956 26,865
Accumulated depreciation (12,563) (18)26
Total $ 13,393 14,599

Certain facilities of the Bank are leased undgious operating leases. Amounts paid for eapense for the fiscal years
ended September 30, 2009, 2008, and 2007, werexpately $568,000, $622,000, and $884,000, respgt
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Future minimum rental commitments under nonetable leases are presented in the following tablallar amounts are
expressed in thousands.

Fiscal year ended

September 30, Amount
2010 $ 554

2011 312
2012 514
2013 517
2014 373
Thereafter 70

(9) INVESTMENT IN LLCs

During the year ended September 30, 2004Ctdmpany became a partner in Central Platte HoldingS, which was
formed for the purpose of purchasing and developight hundred acres of vacant land in Platte Gowiissouri for
residential development. This investment is actedifor using the equity method of accounting. Tampany is owner of a
fifty-percent (50%) membership interest in CenRHltte Holdings, LLC. The Company’s investmenthiis partnership was
$18.6 million and $18.2 million at September 3002@nd 2008, respectively.

During the year ended September 30, 2002Ctdmpany became a partner in NBH, LLC, which wasfed for the
purpose of purchasing and developing eighty-siesof vacant land in Platte County, Missouri fazidential and
commercial development. This investment is accedifdr using the equity method of accounting. Chepany is owner of
a fifty-percent (50%) membership interest in NBHA. The Company’s investment in this partnershgs ¥2.5 million at
September 30, 2009 and 2008.

(10) MORTGAGE SERVICING RIGHTS

The following provides information about tharik’s mortgage servicing rights for the years er@eptember 30. Dollar
amounts are expressed in thousands.

2009 2008 2007

Balance at beginning of year $ 716 911 1,089
Originated mortgage servicing rights 10 - 6

Amortization (418) (243) (218)
Impairment recovery 43 48 34
Balance at end of year $ 351 716 911
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(11) CUSTOMER AND BROKERED DEPOSIT ACCOUNTS

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

expressed in thousands.

2009 2008
Amount % Amount %

Demand deposit accounts $ 80,201 9 76,621 10
Savings accounts 81,572 9 71,193 9
Money market demand accounts 14,991 2 13,352 2
Certificate accounts 520,017 57 530,449 9 6
Brokered accounts 207,844 23 77,764 10

$ 904,625 100 769,379 100
Weighted average interest rate 2.23% 3.38%

The aggregate amount of certificate accouméexcess of $100,000 was approximately $120.2aniind $105.9 million

as of September 30, 2009 and 2008, respectively.

The following table presents contractual mtieg of certificate accounts as of September 8092 Dollar
expressed in thousands.

Maturing during the fiscal year ended Septemifer 3

amounts are

2015
2010 2011 2012 2013 2014 and after Total
Certificate accounts $ 372,037 82,106 45,003 16,233 2,433 2,205 520,017
Brokered accounts 191,004 16,840 - -- -- -- 207,844
Total $ 563,041 98,946 45,003 16,233 2,433 2,205 727,861

The following table presents interest expamseustomer deposit accounts for the years endetgi®ber 30. Dollar

amounts are expressed in thousands.

2009 2008 2007
Savings accounts $ 886 1,123 1,231
Money market demand and demand deposit accounts 500 701 705
Certificate and brokered accounts 23,625 28,915 5781
$ 25011 30,739 33,512
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(12) ADVANCES FROM FEDERAL HOME LOAN BANK

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

2009 2008
Weighted Weighted
average Average
Year ending September 30, Amount rate Amount eRat
2009 $ - - $ 234,065 4.55%
2010 230,026 2.02% 130,026 2.89%
2011 186,000 4.30% 186,000 4.30%
2012 25,000 2.18% - %

$ 441,026 2.99%  $550,091 4.07%

The Bank’s advances have a fixed interestaaterequire monthly interest payments, with alsipgincipal payment due at
maturity. At September 30, 2009 and 2008, the Batkadvances totaling $5.0 million that are cédla the option of the
Federal Home Loan Bank.

(13) SUBORDINATED DEBENTURES

On December 13, 2006, NASB Financial, Inagtigh 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 debentur&se 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 contributiorade to the Trust by NASB
Financial, Inc. upon formation, NASB Financial, Imevns all the common securities of the Trust.

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

The Trust Preferred Securities have a variaiérest rate of 1.65% over the 3-month LIBOR, anelmandatorily redeemable
upon the 30-year term of the dentures, or uponegaddemption as provided in the Indenture. Téleethtures 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 toladiratebt of the Company and interest may be defempeo five years.
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(14) INCOME TAXES PAYABLE

The differences between the effective incoaxerates and the statutory federal corporate tixfoa the years ended
September 30 are as follows:

2009 2008 2007
Statutory federal income tax rate 35.0% 09%5. 35.0%
State income taxes, net of federal benefit 1 3. 3.0 3.0
Other, net (0.6) (2.5) 0.5

37.5% 35.5% 38.5%

Deferred income tax expense (benefit) restdrs temporary differences in the recognition afame and expense for tax
purposes and financial statement purposes. Thewiolg table lists these temporary differences tmair related tax effect for the
years ended September 30. Dollar amounts are sqafén thousands.

2009 2008 2007
Deferred loan fees and costs $ 30 101 34
Accrued interest receivable 463 0726 --
Tax depreciation vs. book depreciation 14 80 209
Basis difference on investments 3) (5) (15)
Loan loss reserves (2,402) (3,160) 961
Mark-to-market adjustment 186 (1,008) (656)
Mortgage servicing rights (99) 51 (49)
Other (19) (113) (318)
$ (1,803) (4,882) 166

The tax effect of significant temporary diaces representing deferred tax assets and liebitite presented in the following
table. Dollar amounts are expressed in thousands.

2009 2008
Deferred income tax assets:
Loan loss reserves $ 7,990 5,588
Book depreciation in excess of tax depreciation 160 201
Accrued interest receivable 461 924
Mark-to-market adjustment - 565
8,611 7,278
Deferred income tax liabilities:
Mortgage servicing rights (85) (184)
Basis difference on investments (20) (23)
Deferred loan fees and costs (430) (400)
Unrealized gain on securities available foesal (1,200) (160)
Mark-to-market adjustment (25) -
Other (200) (218)
(1,960) (985)
Net deferred tax asset $ 6,651 6,293

Effective October 1, 2007, the Company adopt8& 740-10 related to accounting for uncertaintincome taxes. The
Company recognized a $217,000 increase in thditiafir unrecognized tax benefits, which was acted for as a decrease to
the October 1, 2007 balance of retained earnings.
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The following table reconciles the liabilityrfunrecognized tax benefits from the beginninthtvend of the fiscal year ended
September 30. Dollar amounts are expressed irséamois.

2009 2008
Balance at beginning of year $ 850 --
Reclassification of deferred tax liability - 1,070
FIN 48 adoption adjustment to retained earnings -- 217
Adjusted balance at beginning of year 850 1,287
Increases attributable to tax positions takening a prior period - 872
Reductions attributable to tax positions ta@aring a prior period (300) --
Settlements attributable to tax positions tadtering a prior period (224)
Decreases attributable to lapse of statuteroffdtions - (1,309)
Liability for unrecognized tax benefits at end efy $ 326 850

The Company'’s liability for unrecognized teenigfit is expected to decrease in the next twelopths as a result of the
settlements with various taxing authorities.

The Company'’s liability for unrecognized taeniefits included $96,000 and $149,000 of relatézt@st and penalties as of
September 30, 2009 and 2008, respectively. Thep@ayis policy is to recognize interest and pensiltedated to unrecognized
tax benefits within income tax expense in the cbdated statements of income

The Company’s federal and state income taxmstfor fiscal years 2006 through 2008 remainetttjp examination by the
Internal Revenue Service and various state juttisdis, based on the statute of limitations.

(15) STOCKHOLDERS' EQUITY

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

During fiscal 2008, the Company paid quartedgh dividends on common stock of $0.225 per shradéovember 30, 2007,
February 22, 2008, May 23, 2008, and August 228200

During fiscal 2007, the Company paid quartedgh dividends on common stock of $0.225 per shratdéovember 24, 2006,
February 23, 2007, May 25, 2007, and August 247200

During fiscal 2007, the Company repurchaset @B shares of its own stock with a total valu&16.4 million at the time of
repurchase. During fiscal 2009 and 2008, the Comgéd not repurchase any shares of its own stock.

(16) REGULATORY CAPITAL REQUIREMENTS

The Bank is subject to various regulatory tdpequirements 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 effacthe Bank’s financial statements. Under thetehpdequacy guidelines and
the regulatory framework for prompt corrective anfithe Bank must meet specific capital guidelihes involve quantitative
measures of the Bank’s assets, liabilities, anthireoff-balance sheet items as calculated underia&ry accounting practices.
The Bank’s capital amounts and classification e aubject to qualitative judgments by regulaadyeut components, risk
weightings, and other factors.
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Quantitative measures established by regulatieensure capital adequacy require the Bank totena minimum capital
amounts and ratios (set forth in the table beloW)e Bank’s primary regulatory agency, the Offiéd brift Supervision
(*OTS"), requires that the Bank maintain minimurtioa of tangible capital (as defined in the regolag) of 1.5%, core capital
(as defined) of 4%, and total risk-based capitsid@fined) of 8%. The Bank is also subject to grboorrective action capital
requirement regulations set forth by the FDIC. FBHC requires the Bank to maintain a minimum odfT1, total and core
capital (as defined) to risk-weighted assets (dise), and of core capital (as defined) to adjdg$sngible assets (as defined).
Management believes that, as of September 30, 200Bank meets all capital adequacy requiremémishich it is subject.

As of September 30, 2009 and 2008, the mashteguidelines from the OTS categorized the Batkvell 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 kfage ratios as set forth in the table. Managenhees not believe that there are
any conditions or events occurring since notifmatihat would change the Bank’s category.

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

September 30,
2009 2008
GAAP capital (Bank only) $ 167,168 153,460
Adjustment for regulatory capital:
Intangible assets (2,671) (2,771)
Disallowed servicing and deferred tax assets (39) (6,293)
Reverse the effect of SFAS No. 115 (191 (255)
Tangible capital 162,547 144,141
Qualifying intangible assets -- --
Tier 1 capital (core capital) 162,547 144,141
Qualifying valuation allowance 14,284 12,366
Risk-based capital $ 176,831 156,507
As of September 30, 2009
Minimum Required To Be “Well Capitalized
For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
Total capital (to risk-weighted assets) 476,831 13.5% 105,140 >8% 131,425 >10%
Core capital (to adjusted tangible assets) 52,5 10.6% 61,236 24% 76,545 >5%
Tangible capital (to tangible assets) 162,547 .6%0 22,963 >21.5% -- -
Tier 1 capital (to risk-weighted assets) 162,547.2.4% -- -- 78,855 26%
As of September 30, 2008
Minimum Required To Be “Well Capitalized
For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio
Total capital (to risk-weighted assets) 456,507 12.5% 100,470 >8% 125,588 >10%
Core capital (to adjusted tangible assets) w1l 9.7% 59,397 24% 74,247 >5%
Tangible capital (to tangible assets) 144,1419.7% 22,274 >21.5% -- -
Tier 1 capital (to risk-weighted assets) 144,1411.5% -- -- 75,353 26%
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(17) EMPLOYEES’' RETIREMENT PLAN

Substantially all of the Bank'’s full-time erogkes participate in a 401(k) retirement plan (flan”). The Plan is
administered by Standard Insurance Company, thradmgth employees can choose from a variety oflratatual funds to invest
their fund contributions. Under the terms of th@nPthe Bank makes monthly contributions for tkeadfit of each participant in
an amount that matches one-half of the particigasahtribution, not to exceed 3% of the particisantonthly base salary. All
contributions made by participants are immediatelsted and cannot be forfeited. Contributions niadéne Bank, and related
earnings thereon, become vested to the participactrding to length of service requirements asifipd in the Plan. Any
forfeited portions of the contributions made by Benk and the allocated earnings thereon are wsestitice future contribution
requirements of the Bank. The Plan may be modifiedended or terminated at the discretion of thekBa

The Bank’s contributions to the Plan amourite##468,000, $337,000, and $324,000 for the yezded September 30, 2009,
2008, and 2007, respectively. These amounts hase included as compensation and fringe benefitsrese in the
accompanying consolidated statements of income.

(18) STOCK OPTION PLAN

During fiscal year 1986, the Company'’s stodthos approved a stock option plan (1986 OpticemPI through which
options to purchase up to 10% of the number ofeshaf common stock originally issued, as adjustecf4-for-1 stock split in
March 1999 and stock dividends, were granted ticer and employees of the Bank. The time framésguing new options
under the 1986 Option Plan has expired and, aspiefber 30, 2009, there are no options grantedruhid plan that remain
outstanding. Options were granted for a perioteofyears. The option price could not be less 4% of the fair market
value of the shares on the date of the grant.

On January 27, 2004, the Company’s stockhsldpproved a new equity stock option plan (“2004i@pPlan”) through
which options to purchase up to 250,000 sharesmihwon stock may be granted to officers and emp®gé¢he Company.
Options may be granted over a period of ten ye@le option price may not be less than 100% ofdlrenarket value of the
shares on the date of the grant.

The following table summarizes Option Plarvéigt during fiscal years 2009, 2008, and 2007.e Humber of shares and
price per share have been adjusted to reflect-foe-2 stock split in fiscal 1999. All options atidnding at September 30, 2009,
were granted under the 2004 Option Plan.

Weighted avg. Range of
Number exercise price exercise price
of shares per share per share
Options outstanding at October 1, 2006 58,000 $ 37.70 $ 32.91-42.53
Granted 21,657 32.82 30.33-39.33
Forfeited (1,000) 42.17 42.17
Options outstanding at September 30, 2007 78,657 36.30 30.33-42.53
Forfeited (6,619) 35.08 30.33-42.17
Options outstanding at September 30, 2008 72,038 36.42 30.33-42.53
Forfeited (10,000) 35.50 35.50
Options outstanding at September 30, 2009 62,038% 36.56 $ 30.33-42.53

The weighted average remaining contractualdffoptions outstanding at September 30, 20098,28@d 2007, were 5.6
years, 5.8 years and 7.0 years, respectively.
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The following table provides information reding the expiration dates of the stock optionstaniding at September 30,
20009.

Number Weighted average
of shares exercise price
Expiring on:
August 1, 2010 12,500 $ 42.17
July 27, 2014 3,000 35.50
November 30, 2014 500 99.7
August 1, 2015 10,000 42.17
August 4, 2015 500 42.53
July 21, 2016 15,500 32.91
November 29, 2016 6,000 39.33
July 24, 2017 14,038 30.33
62,038 $ 36.56

Of the options outstanding at September 309289,115 are immediately exercisable and 22,922xercisable at future
dates in accordance with the vesting schedulemedtin each stock option agreement.

The following table illustrates the range géeeise prices and the weighted average remairuingactual lives for options
outstanding under the Option Plan as of Septembe2@9.

Options Outstanding Options Exercisable
Weighted avg. Weighted avg. Weighted avg.
Range of remaining exercise exercise
exercise prices Number contractual life price Namb Price

$ 42.17 12,500 0.8 years $ 4217 10,000 $ 4217
35.50 3,000 4.8 years 35.50 3,000 35.50
39.79 500 5.2 years 39.79 400 39.79

42.17-42.53 10,500 5.8 years 42.18 8,400 42.18
32.91 15,500 6.8 years 32.91 9,300 32.91
39.33 6,000 7.2 years 39.33 2,400 39.33
30.33 14,038 7.8 years 30.33 5,615 30.33

62,038 39,115

(19) SEGMENT INFORMATION

The Company has identified two principal opiegasegments for purposes of financial reportiBginking and Mortgage
Banking. These segments were determined basdted@dampany'’s internal financial accounting and répg processes and are
consistent with the information that is used to enagerating decisions and to assess the Compaerfzrmance by the
Company’s key decision makers.

The Mortgage Banking segment originates mgedaans for sale to investors and for the poudfolithe Banking segment.
Effective October 1, 2007, the National MortgageBag and Local Mortgage Banking segments were ¢oatbfor reporting
purposes due to the consolidation of substantiefaing and occupancy resources. The Banking sagonevides a full range of
banking services through the Bank’s branch netwexk|usive of mortgage loan originations. A partif the income presented
in the Mortgage Banking segment is derived fronesalf loans to the Banking segment based on aergmicing methodology
that is designed to approximate economic realitije Other and Eliminations segment includes firgrnnformation from the
parent company plus inter-segment eliminations.
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The following table presents financial infotioa from the Company’s operating segments foryders ended September 30,
2009, 2008, and 2007. Dollar amounts are exprassdusands.

Mortgage Other and
Year ended September 30, 2009 Banking Banking Riitions Consolidated
Net interest income $ 48,213 - - (808) 47,405
Provision for loan losses 11,250 - - 11,250
Other income 8,419 34,212 (2,137) 40,494
General and administrative expenses 20,941 26,667 (892) 46,716
Income tax expense 9,410 2,905 (1,091) 11,224
Net income (loss) $ 15,031 4,640 (962) 18,709
Total assets $ 1,536,640 1,716 204, 1,559,562
Mortgage Other and
Year ended September 30, 2008 Banking Banking Réitrons Consolidated
Net interest income $ 40,299 - - (1,284) 39,015
Provision for loan losses 6,200 - - 6,200
Other income 1,157 21,114 (3,864) 18,407
General and administrative expenses 17,494 20,159 (834) 36,819
Income tax expense 6,838 368 (2,099) 5,107
Net income (loss) $ 10,924 758 (2,215) 9,296
Total assets $ 1,494,589 2,617 539, 1,516,761
Local National
Mortgage Mortgage Other and
Year ended September 30, 2007 Banking Banking Bgnki  Eliminations Consolidated
Net interest income $ 43,027 - - -- (1,348) 41,679
Provision for loan losses 1,634 -- -- -- 1,634
Other income 4,035 6,608 13,022 (2,467) 21,198
General and administrative expenses 16,249 7,242 13,150 (312) 36,329
Income tax expense 11,234 (244) (49) (1,346) 9,595
Net income (loss) $ 17,945 QB9 (79) (2,157) 1531
Total assets $ 1,485,602 2,790 348 17,743 1,506,483

(20) COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bankenéared into financial agreements with off-balaskeet risk to meet the
financing needs of its customers. These finarg&fuments include commitments to extend crethndby letters of credit and
financial guarantees. Those instruments involvearying degrees, elements of credit risk, intera® risk, and liquidity risk,
which may exceed the amount recognized in the dilated financial statements. The contract amoantsotional amounts of
those instruments express the extent of involvertienBank has in particular classes of financisfruments.

With regard to financial instruments for cotments to extend credit, standby letters of crexdtit financial guarantees, the
Bank’s exposure to credit loss because of non-padace by another party is represented by the actotal amount of those
instruments. The Bank uses the same credit pslinienaking commitments and conditional obligatiasst does for on-balance-
sheet instruments.
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As of September 30, 2009, the Bank had oulstgrcommitments to originate $140.4 million ofdtkrate residential first
mortgage loans and $15.9 million of adjustable rasidential first mortgage loans. Such commitmérave an approximate
average committed rate of 4.9% and approximateageciees and discounts of 0.3%. The interestcratenitments on
residential loans generally expire 60 days afterabmmitment date. As of September 30, 2009, #r&kBiad outstanding
commitments related to stand-by letters of crefi§23 million.

As of September 30, 2008, the Bank had oulstgrcommitments to originate $8.0 million in cormaieal real estate loans,
$90.3 million of fixed rate residential first moage loans and $4.9 million of adjustable rate ezdidl first mortgage loans.
Commercial real estate loan commitments have ajypeidg average committed rates of 6.9%. Residemiistgage loan
commitments have an approximate average comméitedof 6.1% and approximate average fees and disg060.7%. The
interest rate commitments on residential loans igdliyeexpire 60 days after the commitment datderest rate commitments on
commercial real estate loans have varying ternexpiration. As of September 30, 2008, the Bankdwtdtanding commitments
related to stand-by letters of credit of $7.3 roilli

At September 30, 2009 and 2008, the Bank bathdtments to sell loans of approximately $154.Wion and $89.1 million,
respectively. These instruments contain an elewfenigk in the event that other parties are unadmeet the terms of such
agreements. In such event, the Bank’s loans rabksivheld for sale would be exposed to marketdluibns. Management does
not expect any other party to default on its oltiagyes and, therefore, does not expect to incurcasys due to such possible
default.

(21) LEGAL CONTINGENCIES

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

(22) SIGNIFICANT ESTIMATES AND CONCENTRATIONS

The current economic environment presentsirad institutions with unprecedented circumstararas challenges
which in some cases have resulted in large dedimte fair values of investments and other assetsstraints on
liquidity and significant credit quality problemagcluding severe volatility in the valuation of testate and other
collateral supporting loans. The financial statetedave been prepared using values and informatioently available
to the Company.

Given the volatility of current economic cotigins, the values of assets and liabilities recdiidethe financial statements
could change rapidly, resulting in material futadgustments in asset values, the allowance for llsses, and capital that could
negatively impact the Company’s ability to meetulatpry capital requirements and maintain suffitiequidity.

(23) FAIR VALUE OPTION

On October 1, 2008, the Company elected tesaredoans 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 itovemnly when, and if, it closes)
and remain on the Company’s balance sheet foryaskert period of time, typically less than one thonlt is management’s
opinion, given the short-term nature of these lo#ret fair value provides a reasonable measutieeoéconomic value of these
assets. In addition, carrying such loans at faiue eliminates some measure of volatility credgthe timing of sales proceeds
from outside investors, which typically occur iretmonth following origination.
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The Company elected the fair value optiortfierfollowing item (in thousands):

Balance Sheet Balance Sheet
Prior to Adoption Gain Upon After Adoption
October 1, 2008 Adoption October 1, 2008
Loans held for sale $ 64,030 1,058 65,088
Pre-tax cumulative effect of adoption $ 5BO
Decrease in deferred tax asset (408)
Cumulative effect of adoption $ 650

The difference between the aggregate fairevahd the aggregate unpaid principal balance sktlmans was $2.0 million at
September 30, 2009. Interest income on loansfhekhle is included in interest on loans receigablthe accompanying
statements of income.

(24) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding tenelxtredit that have not closed prior to the enithefperiod. As the
Company enters into commitments to originate loéraso enters into commitments to sell the loarthe secondary market.
Such commitments to originate loans held for sedecansidered derivative instruments in accordavite GAAP, which requires
the Company to recognize all derivative instrumémthe balance sheet and to measure those ingttaratfair value. As a
result of marking to market commitments to originbtans, the Company recorded an increase in atisets of $646,000, a
decrease in other liabilities of $50,000, and amgase in other income of $696,000 for the yeaedr@eptember 30, 2009. The
Company recorded an increase in other assets @%@, an increase in other liabilities of $257,088d an increase in other
income of $287,000 for the year ended Septembe?(BIB.

Additionally, the Company has commitmentséth leans that have closed prior to the end ofbgod. Due to the mark to
market adjustment on commitments to sell loans faeldale, the Company recorded an increase irr absets of $89,000, an
increase in other liabilities of $147,000, and ardase in other income of $59,000 during the yaded September 30, 2009.
The Company recorded an increase in other ass863{000, an increase in other liabilities of $080, and a decrease in other
income of $318,000 during the year ended SepteBie2008.

The balance of derivative instruments reldatedommitments to originate and sell loans at Saper 30, 2009 and 2008, is
disclosed in Footnote 25, Fair Value Measurements.

(25) FAIR VALUE MEASUREMENTS

Fair value is defined as the price that wdiklely be received to sell an asset, or paid tagfer a liability, in an orderly
transaction between market participants at the anea®ent date. GAAP identifies three primary measent techniques: the
market approach, the income approach, and theappsbach. The market approach uses prices andretbgant information
generated by market transactions involving idehticazomparable 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.
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GAAP establishes a fair value hierarchy ardrtizes the inputs to valuation techniques usetheasure fair value into three
broad levels. The fair value hierarchy gives tlghést priority to observable inputs such as quetécks 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 unobdelvinputs are required. Classification within fhi value hierarchy is based
upon the objectivity of the inputs that are sigfit 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 idmitassets or liabilities that the Company hasathibity to access at the
measurement date.

*Level 2 — Inputs other than quoted prices includit Level 1 that are observable for the asseiadnillty, either directly or
indirectly. Level 2 inputs include: quoted prides similar assets or liabilities in active markeuoted prices for
identical or similar assets or liabilities in matkéhat are not active; inputs other than quotézkprthat are observable
for the asset or liability; and inputs that areited principally from, or corroborated by, obserleatmarket data by
correlation or other means.

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

The Company measures certain financial assetdiabilities at fair value in accordance with 82 These measurements
involve various valuation techniques and assumiethigatransactions would occur between marketgpénts in the most
advantageous market for the Company.

The following is a summary of valuation teaques utilized by the Company for its significamigincial assets and liabilities
measured at fair value on a recurring basis anogrézed in the accompanying balance sheets, aswdiie general classification
of such assets and liabilities pursuant to theatan hierarchy:

Available for sale securities

Securities available for sale consist of coap® debt and municipal securities and are valsatjuguoted market prices in an
active market. This measurement is classifiedeagL1 within the hierarchy.

Mortgage-backed available for sale securdi@svalued using industry-standard pricing modws$ ¢onsider assumptions,
including market yield and prepayment speeds. Thesssurements are classified as Level 2.

Loans held for sale

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

Mortgage Servicing Rights

Mortgage servicing rights do not trade in ative market with readily observable market pricé@erefore, fair value is
assessed using a valuation model that calculagegdisiiounted cash flow using assumptions suchtiasates of prepayment
speeds, market discount rates, servicing fee incangkcost of servicing. These measurements assified as Level 3.
Mortgage servicing rights are carried on the Comgjzamooks at fair value and are amortized overtiidod of net servicing
income. Additionally, they are evaluated for impaent monthly.

Commitments to Originate Loans and Forward Sales Commitments
Commitments to originate loans and forwarésalommitments are valued using a valuation motalhwconsiders
differences between current market interest ratdscammitted rates. The model also includes assangwhich estimate fall-

out percentages for commitments to originate lodfsese measurements use significant unobservagtlésiand are classified as
Level 3 within the hierarchy.
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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, 2009
(in thousands):

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Assets:
Securities, available for sale
Corporate debt securities $ 21,625 21,625 -- -
Municipal securities 29 29 -- --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 114 -- 114 -
Pass through certificates
guaranteed by FNMA — adjustable rate 5,991 -- 5,991 -
FHLMC patrticipation certificates:
Fixed rate 579 -- 579 -
Adjustable rate 39,865 -- 39,865 -
Loans held for sale 81,367 -- 81,367 -
Mortgage servicing rights 351 -- - 351
Commitments to originate loans 1,230 - -- 1(®3
Forward sales commitments 260 - -- 260
Total assets $ 151,411 21,654 Ay, 1,841
Liabilities:
Commitments to originate loans $ 206 -- -- oe
Forward sales commitments 638 - -- 638
Total liabilities $ 844 - - -- 844

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

Mortgage Commitments
Servicing to Originate Forward Sales
Rights Loans Commitments

Balance at October 1, 2008 $ 716 327 (319)
Total realized and unrealized gains (losses):

Included in net income (375) 696 (59)

Included in other comprehensive income -- -- --
Purchases, issuances, and settlements 0 1 -- -
Transfers in (out) of Level 3 - -- -
Balance at September 30, 2009 $ 351 ,0231 (378)
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Realized and unrealized gains and losses nmotihe table above and included in net incomateryear ended September 30,
2009, are reported in the consolidated statemédmnteame as follows (in thousands):

Loan Impairment Recovery
Servicing on Mortgage Other
Fees Servicing Rights Income
Total gains (losses) $ (418) 43 637
Changes in unrealized gains (losses) relatingdetas
still held at the balance sheet date $ - - -

The following is a summary of valuation teaques utilized by the Company for its significamigincial assets and liabilities
measured at fair value on a nonrecurring basigeemgnized in the accompanying balance sheetselhaswthe general
classification of such assets and liabilities parguo the valuation hierarchy:

Impaired loans

Loans for which it is probable that the Compuiill not collect principal and interest due aatiog to contractual terms are
measured for impairment in accordance with GAARowable methods for estimating fair value incluggng the fair value of

the collateral for collateral dependent loansydrere the loan is determined not to be collategpleshident, using the discounted
cash flows.

If the impaired loan is identified as collatedependent, then the fair value method of meaguhie amount of impairment is
utilized. This method requires obtaining a curiedependent appraisal of the collateral and atiternal assessments of value.
If the impaired loan is determined not to be cellat dependent, then the discounted cash flow rdathosed. The method
requires the impaired loan to be recorded at thegmt value of expected future cash flows discalatehe loans effective
interest rate. Impaired loans are classified wittével 3 of the fair value hierarchy.

The carrying value of impaired loans was $4#ilion at September 30, 2009.

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

September 30, 2009 September 30, 2008
Estimated Estimated
Carrying Fair Carrying fair
value Value value value
Financial Assets:
Cash and cash equivalents $ 63,250 63,250 $ 21,735 21,735
Securities:
Available for sale 21,654 Z46 35 35
Held to maturity 1,290 13 -- --
Stock in Federal Home Loan Bank 26,640 26,640 26,284 26,284
Mortgage-backed securities:
Available for sale 46,549 485 59,889 59,889
Held to maturity 11,125 11,343 135 139
Loans receivable:
Held for sale 81,367 &3 64,030 66,248
Held for investment 1,238,995 1,272,543 1,280,490 1,316,964
Mortgage servicing rights 351 351 716 716
Lending commitments on mortgage
loans held for sale — fixed rate 1,079 1,079 578 578
Lending commitments on mortgage
loans held for sale — floating rate 150 150 6 6
Commitments to sell loans 260 260 171 171
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September 30, 2009

September 30, 2008

Estimated Estimated
Carrying Fair Carrying fair
value Value value value
Financial Liabilities:
Customer deposit accounts 696,781 3316, 691,615 691,915
Brokered deposit accounts 207,844 208, 77,764 78,210
Advances from FHLB 441,026 449,613 550,091 556,370
Subordinated debentures 25,774 725 25,774 25,774
Lending commitments on mortgage
loans held for sale — fixed rate 198 198 233 233
Lending commitments anortgage
loans held for sale — floating rate 8 8 24 24
Commitments to sell loans 638 638 490 490

September 30, 2009

September 30, 2008

Contract or Estimated Contract or Estimated
notional unrealized notional unrealized
amount gain amount gain

Unrecognized financial instruments:
Lending commitments — fixed rate, net $ 1,326 47 11,788 54
Lending commitments — floating rate - - 2,290 1

Commitments to sell loans -- --

The fair value estimates presented are bas@edinent information available to managemenifé8eptember 30, 2009 and
2008. Although management is not aware of anyfadhat would significantly affect the estimated falues, such amounts
have not been comprehensively revalued for purpoktese consolidated financial statements sinaedate. Therefore,
current estimates of fair value may differ sigrafitly from the amounts presented above.

49



(26) PARENT COMPANY FINANCIAL INFORMATION

NASB Financial, Inc.

Balance Sheets

September 30, September 30,

2009 2008
ASSETS (Dollars in thousands)
Cash and cash equivalents $ 2,172 2,559
Loans receivable 724 890
Accrued interest receivable 3 3
Investment in subsidiary 167,168 153,460
Investment in LLC 21,045 20,683
Investment in NASB Trust Preferred | 774 774
Other assets 302 --
$ 192,188 178,369
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities
Subordinated debentures $ 25,774 25,774
Escrows 36 41
Accrued interest payable 93 195
Income taxes receivable (103) (53)
Total liabilities 25,800 25,957
Stockholders' equity
Common stock 1479 1,479
Additional paid-in capital 16,525 16,484
Retained earnings 184,891 172,612
Treasury stock (38,418) (38,418)
Accumulated other comprehensive income 1,911 255
Total stockholders' equity 166,388 152,412
$ 192,188 178,369
NASB Financial, Inc.
Statements of Income
Years Ended September 30,
2009 2008 2007
(Dollars in thousands)
Income:
Income from subsidiary 19,360 10,326 16,338
Interest and dividend income 49 73 72
Loss from investment in LLC (117) (265) (197)
Total income 19,292 10,134 16,213
Expenses:
Interest on subordinated debentures 856 1,357 1,421
Professional fees 70 63 75
Other expense 64 63 36
Total general expenses 990 1,483 1,532
Income before income tax expense 18,302 8,651 14,681
Income tax benefit (407) (645) (638)
Net income 18,709 9,296 15,31¢
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NASB Financial, Inc.
Statements of Cash Flows

Years ended September 30,

2009 2008 2007
Cash flows from operating activities: (Dollars in thousands)
Net income $ 18,709 9,296 15,319
Adjustments to reconcile net income to net cash
provided by operating activities:
Loss from investment in LLC 117 265 197
Equity in undistributed earnings of subsidiary (11,361) (326) --
Change in income taxes payable (50) (62) (42)
Change in accrued interest payable (102) (112) 306
Net cash proved by operating activities 7,313 9,062 15,780
Cash flows from investing activities:
Distributions in excess of net income of sulasigli -- -- 11,662
Principal repayments of loans receivable 166 275 26
Investment in subsidiary -- -- (25,000)
Investment in NASB Trust Preferred | -- -- (774)
Investment in LLC (479) (1,890) (2,518)
Other (302) -- --
Net cash used in investing activities (615) (1,615) (16,604)
Cash flows from financing activities:
Proceeds from subordinated debentures -- -- 25,774
Cash dividends paid (7,080) (7,080) (7,337)
Repurchase of common stock -- -- (16,357)
Change in escrows (5) 1 --
Net cash provided by (used in) financing\atigis (7,085) (7,079) 2,080
Net increase (decrease) in cash and casvadents (387) 368 1,256
Cash and cash equivalents at beginning of period 2,559 2,191 935
Cash and cash equivalents at end of period $ 2,172 2,559 2,191
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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 consolidaédhce sheets of NASB Financial, Inc. (the “Comypjpas of September 30,
2009 and 2008, and the related consolidated statsro&income, stockholders’ equity and cash fléevseach of the three years
in the period ended September 30, 2009. The Coyipparanagement is responsible for these finanté@éments. Our
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance wittstaedards of the Public Company Accounting Ovéatdipard (United States).
Those standards require that we plan and perfoenadklits to obtain reasonable assurance about @ttéthfinancial statements
are free of material misstatement. Our auditsuithetl examining, on a test basis, evidence suppdah@mamounts and disclosures
in the financial statements, assessing the aca@uptinciples used and significant estimates madmdnagement and evaluating
the overall financial statement presentation. Wlkele that our audits provide a reasonable basisur opinion.

In our opinion, the consolidated financiakstaents referred to above present fairly, in allemal respects, the financial
position of NASB Financial, Inc. as of September 3009 and 2008, and the results of its operatimkits cash flows for each
of the three years in the period ended Septemhe2@®, in conformity with accounting principlesngeally accepted in the
United States of America.

We also have audited, in accordance with tdwedards of the Public Company Accounting Oversiggdrd (United States),
NASB Financial, Inc.’s internal control over finaakreporting as of September 30, 2009 based ¢ericriestablished inpternal
Control-Integrated Framework, issued by the Committee of Sponsoring Organinataf the Treadway Commission (COSO) and
our report dated December 14, 2009 expressed aralified opinion on the effectiveness of the Compsimternal
control over financial reporting.

As discussed in Note 25 to the consolidatedrftial statements, the Company has changed iteothef accounting for fair
value measurements, effective October 1, 2008;dnralance with Financial Accounting Standards Bdsrcounting Standards
Codification (ASC) 820-10. In addition, as disassn Note 23 to the consolidated financial states)ehe Company has
elected to change its method of accounting for gag loans held for sale, effective October 1, 209&pplying the fair value
option in accordance with ASC 825-10.

BKD, Lep

Kansas City, Missouri
December 14, 2009
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Summary of Unaudited Quarterly Operating Results

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

2009

First Second
Quarter  Quarter

Third Fourth
Quarter  Quarter Total

Interest income $ 22,955
Interest expense 12,373
Net interest income 10,582
Provision for loan losses 250
Net interest income after provision for loan losses 10,332
Other income 5,199
General and administrative expenses 9,599
Income before income tax expense 5,932
Income tax expense 2,284
Net income $ 3,648
Earnings per share - basic $ 0.46
Average shares outstanding 7,868

22,527 22,585 89,825
10,339 8,956 42,420

12,188  13,6297,405
8,00 6,000 11,250

8,188 7,629 36,155

12,742 13,323 40,494
41,5414,032 11,541 46,716

7,6926,898 9,411 29,933

2,656 3,3231,224

4,242 6,088 18,709

0.54 0.77 2.38

First Second

7,8687,868 7,868

Third Fourth

2008 Quarter Quarter Quarter  Quarter Total
Interest income $ 25,545 23,188 22,774 95,521
Interest expense 15,456 13,330 12,758 56,506
Net interest income 10,089 9,858 10,016 9,016
Provision for loan losses 700 00,6 3,200 6,200
Net interest income after provision for loan losses 9,389 8,258 6,816 32,815
Other income 2,288 6,772 3,957 18,407
General and administrative expenses 8,638 59,14 9,908 9,128 36,819
Income before income tax expense 3,039 4,5975,122 1,645 14,403
Income tax expense 1,170 1,512 6345,107
Net income $ 1,869 3,610 1,011 9,296
Earnings per share - basic $ 0.24 0.46 0.13 1.18
Average shares outstanding 7,868 7,8687,868 7,868

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 Bank

Frederick V. Arbanas
Retired
Jackson County Legislature

Barrett Brady
Retired

Laura Brady

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

W. Russell Welsh
Chairman & CEO
Polsinelli Shughart PC
Kansas City, Missouri

Vice President and General Manager of
Franchise Operations and E-Commerce

Three Dog Bakery
Kansas City, Missouri
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Officers of NASB Financial, Inc.
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Keith B. Cox
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Shauna Olson
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Mike Anderson
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Wade Hall

Vice President and Treasuréfice President

John M. Nesselrode
Vice President

Dena Sanders

Vice President

Bruce Thielen
Vice President

Officers of North American Savings Bank, F.S.B.

Paul L. Thomas
Vice President

David H. Hancock
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Keith B. Cox
President

Paul L. Thomas
Executive Vice President
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Rhonda Nyhus
Senior Vice President
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Shauna Olson
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Mike Anderson
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Wade Hall
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John M. Nesselrode
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Human Resources

Rick Speciale
Vice President
Internal Audit

Ron Stafford
Vice President
Residential Lending

Christine Todd
Vice President
Risk Management

Drake Vidrine
Vice President
Construction Lending

James A. Watson
Vice President
Banking Compliance

Donna Williams
Vice President
Construction Lending

Other Disclosures regarding Directors, Officers ancEmployees of NASB Financial, Inc.

Audit Committee

Directors Barrett Brady, Fred Arbanas, andradBrady serve on the Company’s audit committegedfor Barrett Brady
serves as the audit committee chairman and fineexpert. Director Barrett Brady meets the audihmittee independence
requirements as prescribed by provisions of the&@ws-Oxley Act.

Code of Ethics for Senior Financial Officers
All Senior Financial Officers are requiredaioide by a Code of Ethics, which meets the requérgsof Section 406 of the
Sarbanes-Oxley Act. A copy of the Company’s Codgthics for Senior Financial Officers will be plided upon written request

to: Keith B. Cox, NASB Financial, Inc., 12498 Slutl Highway, Grandview, Missouri 64030.
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Procedure for Anonymous Complaints

The Company has procedures in place to recestain, and treat complaints received regardingaaiing, internal controls, or
auditing matters. These procedures allow for ctamftial and anonymous submission by employeesrafezos regarding
guestionable accounting or auditing matters.

Branch Offices

Headquarters Harrisonville, Missouri Residential Lending Construction Lending
Grandview, Missouri 2002 East Mechanic 10950 El Monte, Suite 210 12520 South 71 Highway
12498 South 71 Highway Overland Park, Kansas Grandview, Missouri
Lee’s Summit, Missouri St. Joseph, Missouri 789 NE Rice Road Loan Administration

646 North 291 Highway 920 North Belt Lee’s Summit, Missouri 12520 South 71 Highway

Grandview, Missouri

Excelsior Springs, Missouri Independence, Missouri 4350 S National, Suite A100
1001 North Jesse James Ro&d400 East 23rd Street Springfield, Missouri

Kansas City, Missouri
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 26, 2010, at 8:30 a.m. itotit®y of North American
Savings Bank, 12498 South 71 Highway, Grandvievsddiri.

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

Transfer Agent:
Registrar & Transfer Co., 10 Commerce Drivear@ord, New Jersey 07016

Stock Trading Information:

The common stock of NASB Financial, Inc. antdssdiaries is traded in the over-the-counter ntarkdie Company’s symbol
is NASB.

Independent Auditors:
BKD LLP, 120 West 12 Street, Suite 1200, Kansas City, Missouri 64105

Shareholder and Financial Information:
Contact Keith B. Cox, NASB Financial, Inc., 488 South 71 Highway, Grandview, Missouri 640318) 765-2200.
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Common Stock Prices and Dividends

At September 30, 2009, stockholders held 7@B¥ outstanding shares of NASB Financial, Inc. cmm stock. The company
paid cash dividends of $0.225 per share in Febrday, August, and November 2007. Cash dividedd®)®25 per share were
paid in February, May, August, and November 200Be Company paid cash dividends of $0.225 per shdfebruary, May,
and August 2009.

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

Fiscal 2009 Fiscal 2008
Quarter ended High Low High Low
December 31 $ 29.74 21.00 36.74 24.22
March 31 26.81 12.48 28.58 19.80
June 30 31.10 20.60 28.70 17.75
September 30 31.94 23.55 32.50 16.06
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