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PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements.

NASB Financial, Inc. and Subsidiary

Condensed Consolidated Balance Sheets December 31,  September 30,

See accompanying notes to condensed consolidai@ucial statements

2012 2012
(Unaudited)

ASSETS (Dollars in thousands)
Cash and cash equivalents $ 11,908 8,716
Securities:

Available for sale, at fair value 266,326 214,190
Stock in Federal Home Loan Bank, at cost 8,097 7,073
Mortgage-backed securities:

Available for sale, at fair value 524 554

Held to maturity, at cost 23,669 25,921
Loans receivable:

Held for sale, at fair value 164,635 163,834

Held for investment, net 722,654 766,601

Allowance for loan losses (27,853) (31,829)

Total loans receivable, net 859,436 898,606
Accrued interest receivable 4,169 4,402
Foreclosed assets held for sale, net 15,314 17,040
Premises and equipment, net 15,248 15,272
Investment in LLCs 17,137 17,222
Deferred income tax asset, net 15,523 17,199
Other assets 15,173 14,631

$ 1,252,524 1,240,826

LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:

Customer deposit accounts 864,827 870,946

Brokered deposit accounts 9,997 21,367

Advances from Federal Home Loan Bank 150,000 127,000

Subordinated debentures 25,774 25,774

Escrows 4,330 8,760

Income taxes payable 4,953 3,490

Accrued expenses and other liabilities 12,783 11,986

Total liabilities 1,072,664 1,069,323
Stockholders’ equity:

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

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

Additional paid-in capital 16,657 16,657

Retained earnings 197,833 189,516

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

Accumulated other comprehensive loss 2,309 2,269

Total stockholders’ equity 179,860 171,503

1,252,524 1,240,826




NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Operationsaidited)

Three months ended December 31,

2012 2011

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

Total interest income

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

Total interest expense

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

Basic earnings per share
Diluted earnings per share

Basic weighted average shares outstanding

(Dollars in thousands, except share data)

$ 12,334 15,893
294 499
963 968
2 2
13,593 17,362
1,749 2,479
531 635
129 129
3 -
2,412 3,243
11,181 14,119
(4,000) 2,500
15,181 11,619
26 47
1,474 1,410
(575) (1,354)
- (343)
16,106 11,271
(534) (482)
16,497 10,549
6,356 5,348
5,813 3,701
1,322 1,191
1,163 1,011
586 387
2,915 2,499
18,155 14,137
13,523 8,031
5,206 3,092
8,317 4,939
$ 1.06 0.63
$ 1.06 0.63
7,867,614 7,867,614

See accompanying notes to condensed consolidai@ucfal statements



NASB Financial, Inc. and Subsidiary
Condensed Consolidated Statements of Compreheriss@me (Unaudited)

Three months ended December 31,

2012 2011
(Dollars in thousands)
Net income $ 8,317 4,939

Other comprehensive income (loss):

Unrealized gain (loss) loss on available foe salcurities,

net of income taxes of $25 and $(113) at Drdyer 31,

2012 and 2011, respectively 40 (181)
Reclassification adjustment for loss includedét

income, net of income taxes of $132 at

December 31, 2011 - 211
Change in unrealized gain on available for sale

securities, net of income taxes of $25 arfal &l

December 31, 2012 and 2011, respectively 40 30

Comprehensive income $ 8,357 4,969

See accompanying notes to condensed consolidaizucfal statements



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

Accumulated

Additional other Total
Common paid-in  Retained  Treasury comprehensiwtockholders'
stock capital  Earnings stock Income equity

(Dollars in thousands)

Balance at October 1, 2012 $1,479 16,657 189,516  (38,418) 2,269 171,503
Comprehensive income:
Net income -- -- 8,317 -- -- 8,317

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

available for sale -- - -- - 40 40
Total comprehensive income 8,357
Balance at December 31, 2012 $1,479 16,657 197,833 (38,418) 2,309 179,860

See accompanying notes to condensed consolidaizucfal statements



NASB Financial, Inc. and Subsidiary

Condensed Consolidated Statements of Cash Flowsa{uiited)

Three months ended December 31,

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation
Amortization and accretion, net
Loss on sale of securities available for sale
Loss from investment in LLCs
Gain from loans receivable held for sale
Provision for loan losses
Provision for loss on real estate owned
Origination of loans receivable held for sale
Sale of loans receivable held for sale
Stock based compensation — stock options
Changes in:
Net fair value of loan-related commitments
Accrued interest receivable
Prepaid and accrued expenses, other liabjldied income taxes payable
Net cash provided by operating activities

Cash flows from investing activities:
Principal repayments of mortgage-backed secaritie
Held to maturity
Available for sale
Principal repayments of mortgage loans receivabld for investment
Principal repayments of other loans receivable
Principal repayments of investment securitieslaloke for sale
Loan origination - mortgage loans receivable Hetdnvestment
Loan origination - other loans receivable
Purchase of mortgage loans receivable held fasiment
Proceeds from sale (purchase) of Federal Homa Baak stock
Purchase of investment securities availabledtg s
Proceeds from sale of investment securities abtailfor sale
Proceeds from sale of real estate owned
Purchases of premises and equipment, net
Investment in LLCs
Other
Net cash provided by (used in) investing at#si

2012 2011
(Dollars in thousands)
$ 8,317 4,939
522 482
212 (440)
- 343
90 13
(16,106) (11,271)
(4,000) 2,500
575 1,354
(542,797) (413,503)
558,103 424,076
- 2
300 635
233 288
2,940 1,531
8,389 10,949
2,248 3,366
28 53
68,138 54,486
659 759
- 25,103
(24,930) (19,019)
(588) (941)
(647) (378)
(1,024) 5,246
(52,525) (5,468)
- 19,678
2,772 2,506
(499) (889)
() 3)
(319) (380)
(6,692) 84,119



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

Three months ended December 31,

2012 2011
Cash flows from financing activities: (Dollars in thousands)
Net increase (decrease) in customer and brokirpdsit accounts (17,496) 72,895
Proceeds from advances from Federal Home Loak Ban 25,000 --
Repayment on advances from Federal Home Loan Bank (2,000) (122,000)
Change in escrows (4,431) (5,297)
Proceeds from other borrowings 422 --
Net cash provided by (used in) financing\atiés 1,495 (54,402)
Net increase in cash and cash equivalents 3,192 40,666
Cash and cash equivalents at beginning of the gberio 8,716 5,030
Cash and cash equivalents at end of period $11,908 45,696
Supplemental disclosure of cash flow information:
Cash paid for income taxes (net of refunds) $ 2,093 --
Cash paid for interest 2,378 3,332
Supplemental schedule of non-cash investing arahéiimg activities:
Conversion of loans receivable to real estateenl, net of specific reserves $ 1,826 6,483
Conversion of real estate owned to loans rexdév -- 42

See accompanying notes to condensed consolidai@ucial statements



(1) BASIS OF PRESENTATION

The accompanying unaudited condensed consedidenancial statements include the accounts oS8R Ainancial, Inc.
(the “Company”), its wholly-owned subsidiary, No#merican Savings Bank, F.S.B. (“North American’tbe “Bank”),
and the Bank’'s wholly-owned subsidiary, Nor-Am SeevCorporation. All significant inter-company tisactions have
been eliminated in consolidation. The consolidditegincial statements do not include the accouhtaiowholly-owned
statutory trust, NASB Preferred Trust | (the “Tt)stThe Trust qualifies as a special purpose wtitiat is not required to
be consolidated in the financial statements of NA&iancial, Inc. The Trust Preferred Securitissiézl by the Trust are
included in Tier | capital for regulatory capitalnposes. See Footnote 8, Subordinated Debentures.

The accompanying unaudited condensed consedidenancial statements are prepared in accordaithenstructions
to Form 10-Q and do not include all of the inforioatand footnotes required by accounting princigleserally accepted
in the United States of America (“GAAP”) for comtidinancial statements. All adjustments are nbanal and recurring
nature, and, in the opinion of management, thestants include all adjustments considered necefsiafgir presentation.
These statements should be read in conjunctiontivtitonsolidated financial statements and nor®th included in the
Company’s Annual Report on Form 10-K for the yaaderl September 30, 2012, filed with the Securdims Exchange
Commission on December 14, 2012. Operating refulthe three month period ended December 31, 28E2not
necessarily indicative of the results that may Xgeeted for the fiscal year ending September 30320rhe condensed
consolidated balance sheet of the Company as déf®éer 30, 2012, has been derived from the aubldéghce sheet of
the Company as of that date.

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

The Company'’s critical accounting policiesatwing the more significant judgments and assummgtiased in the
preparation of the condensed consolidated finastééments as of December 31, 2012, have remaimednged from
September 30, 2012. These policies relate toltbeance for loan losses, the valuation of foreetbassets held for sale,
the valuation of derivative instruments, and thiiaion of equity method investments. Disclosuréhese critical
accounting policies is incorporated by referencgeuritem 8 “Financial Statements and Supplemernata” in the
Company’s Annual Report on Form 10-K for the Compaear ended September 30, 2012.

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

(2) RECONCILIATION OF BASIC EARNINGS PER SHARE TO DILUTED EARNINGS PER SHARE
The following table presents a reconciliatidrbasic earnings per share to diluted earningsipare for the periods

indicated.

Three months ended
12/31/12 12/31/11

Net income (in thousands) $ 8,317 4,939
Average commpo shares outstanding 7,867,614 7,867,614
Average common share stock options outstanding - --
Average diluted common shares 7,867,614 7,867,614
Earnings per share:
Basic $ 1.06 0.63
Diluted 1.06 0.63



At December 31, 2012 and 2011, options tolmase 47,538 shares of the Company’s stock weréaodisag. These

options were not included in the calculation ofitld earnings per share because the option ex@mtgewas greater than
the average market price of the common share$éopériod, thus making the options anti-dilutive.

(3) SECURITIES AVAILABLE FOR SALE

The following table presents a summary of 6ées available for sale at December 31, 2012lldD@amounts are
expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Corporate debt securities $ 69,464 3,310 -- 72,774
U.S. government sponsored agency securities 2,710 580 166 193,124
Municipal securities 428 -- -- 428
Total $ 262,602 3,890 166 266,326

The following table presents a summary of gties available for sale at September 30, 2012llap amounts are
expressed in thousands.

Gross Gross Estimated
Amortized  unrealized Unrealized fair
cost gains Losses value
Corporate debt securities $ 57,983 3,035 -- 61,018
U.S. government sponsored agency securities 2,546 624 4 153,166
Municipal securities 6 -- -- 6
Total $ 210,535 3,659 4 214,190

There were no sales of securities availabiadte during the three month period ended DeceBibe2012. During the

three month period ended December 31, 2011, thep@oynrealized gross gains of $227,000 and grosssosf $570,000
on the sale of securities available for sale.

The following table presents a summary offttievalue and gross unrealized losses of thoseriies available for sale
which had unrealized losses at December 31, 20b#ar 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
U.S. government sponsored agency securities $ 60,307 166 $ -- -
Total $ 60,307 166 $ -- -




The scheduled maturities of securities avilétr sale at December 31, 2012 are presentdtkifotlowing table.

Dollar amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due in less than one year $11,734 13 -- 11,747
Due from one to five years 164,484 3,706 1 168,189
Due from five to ten years 35,095 147 -- 35,242
Due after ten years 51,289 24 165 51,148
Total $ 262,602 3,890 166 266,326

(4) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

The following table presents a summary of mortgbgeked securities available for sale at Decembgp@12

. Dollar
amounts are expressed in thousands.
Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMiked rate  $ 76 2 - 78
Pass-through certificates guaranteed by FNMA —
adjustable rate 137 7 -- 144
FHLMC participation certificates:
Fixed rate 161 13 -- 174
Adjustable rate 120 8 -- 128
Total $ 494 30 - 524
The following table presents a summary of mortgbgeked securities available for sale at Septembe?@L2. Dollar
amounts are expressed in thousands.
Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMiked rate  $ 78 3 -- 81
Pass-through certificates guaranteed by FNMA —
adjustable rate 143 9 -- 152
FHLMC participation certificates:
Fixed rate 176 14 - 190
Adjustable rate 123 8 -- 131
Total $ 520 34 - 554

There were no sales of mortgage-backed semuatailable for sale during the three month pkriended December 31,

2012 and 2011.



The scheduled maturities of mortgage-backedrgees available for sale at December 31, 20E82paesented in the
following table. Dollar amounts are expressechmusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from five to ten years $ 161 13 -- 174
Due after ten years 333 17 -- 350
Total $ 494 30 -- 524

Actual maturities and pay-downs of mortgagekea securities available for sale will differ fraoheduled maturities

depending on the repayment characteristics andiexje of the underlying financial instruments,vamrich borrowers
have the right to prepay certain obligations.

(5) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

The following table presents a summary of gege-backed securities held to maturity at Decer@beR012. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
FHLMC participation certificates:
Fixed rate $ 35 3 - 38
FNMA pass-through certificates:
Fixed rate 3 -- -- 3
Balloon maturity and adjustable rate 23 1 -- 24
Collateralized mortgage obligations 23,608 370 327 23,651
Total $ 23,669 374 327 23,716

The following table presents a summary of gege-backed securities held to maturity at SepteB®e2012. Dollar
amounts are expressed in thousands.

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
FHLMC participation certificates:
Fixed rate $ 37 3 - 40
FNMA pass-through certificates:
Fixed rate 3 -- -- 3
Balloon maturity and adjustable rate 24 1 -- 25
Collateralized mortgage obligations 25,857 390 198 26,049
Total $ 25,921 394 198 26,117
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There were no sales of mortgage-backed semuhield to maturity during the three month periedded December 31,
2012 and 2011.

The following table presents a summary offttievalue and gross unrealized losses of thoseégage-backed securities
held to maturity which had unrealized losses atdbsmer 31, 2012. Dollar amounts are expresseaimstdnds.

Less than 12 months 12 months or longer

Estimated Gross Estimated Gross

fair unrealized fair unrealized

value losses value losses
Collateralized mortgage obligations $ 9,587 197 $ 1,345 130
Total $ 9,587 197 $ 1,345 130

Management monitors the securities portfaioifnpairment on an ongoing basis by evaluatingketaconditions and
other relevant information, including external dtedtings, to determine whether or not a declmealue is other-than-
temporary. When the fair value of a security ssléhan its amortized cost, an other-than-tempongpgirment is
considered to have occurred if the present vallexpécted cash flows is not sufficient to recoweréntire amortized cost,
or if the Company intends to, or will be required gell the security prior to the recovery of itsatized cost. The
unrealized losses at December 31, 2012, are phinthd result of changes in market yields fromtihee of purchase.
Management generally views changes in fair valused by changes in interest rates as temporargddition, all
scheduled payments for securities with unrealipsdds at December 31, 2012, have been made, iarahticipated that
the Company will hold such securities to maturitg dhat the entire principal balance will be caibst

The scheduled maturities of mortgage-backedr#s held to maturity at December 31, 2012, mesented in the
following table. Dollar amounts are expressechmusands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Due from one to five years $ 26 2 -- 28
Due from five to ten years 1,115 2 28 1,089
Due after ten years 22,528 370 299 22,599
Total $ 23,669 374 327 23,716

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

(6) LOANS RECEIVABLE

The Bank has traditionally concentrated itsliag activities on mortgage loans secured by esgidl and business
property and, to a lesser extent, development hgndResidential mortgage loans have either long-fexed or adjustable
rates. The Bank also has a portfolio of mortgages$ that are secured by multifamily, constructéeyvelopment, and
commercial real estate properties. The remainarfqf North American’s loan portfolio consistsrafn-mortgage
commercial loans and installment loans.
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The following table presents the Bank’s tdtains receivable. Dollar amounts are expressétbimsands.

HELD FOR INVESTMENT 12/31/12 9/30/12
Mortgage loans:
Permanent loans on:

Residential properties $329,436 331,310
Business properties 291,487 321,559
Partially guaranteed by VA or insuredryA 4,447 3,950
Construction and development 97,684 110,718
Total mortgage loans 723,054 387,
Commercial loans 14,986 17,570
Installment loans and lease financing to individual 7,591 7,753
Total loans receivable held for istveent 745,631 792,860
Less:
Undisbursed loan funds (18,013) (21,014)
Unearned discounts and fees on loans, netfefrdd costs (4,964) (5,245)
Net loans receivable held for investment §22,654 766,601

HELD FOR SALE
Mortgage loans:
Permanent loans on:
Residential properties $164,635 163,834

Included in the loans receivable balancesestelnber 31, 2012, are participating interests irtgage loans and wholly-
owned mortgage loans serviced by other institutiortke amount of $1.2 million. Loans and partitipns serviced for
others amounted to approximately $27.4 million at®nber 31, 2012. Loans serviced for others arsmaladed in the
accompanying condensed consolidated balance sheets.

Lending Practices and Underwriting Standards

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

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

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

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

12



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

Construction and development loans - Condtnend land development loans are made primarily t
builders/developers, who construct propertiesdésale. The Bank’s requirements for a construdtian are similar to
those of a mortgage on an existing residenceddiitian, the borrower must submit accurate plapsgcHications, and cost
projections of the property to be constructed. calhstruction and development loans are manuatigwwritten using
NASB'’s internal underwriting standards. All consttion and development loans must be approveddZ#0 and either
the EVP/ Chief Credit Officer or SVP/Constructioariding. Prior approval is required from the Barlk&ard of Directors
for newly originated construction and developmeiainis with a proposed balance of $2.5 million oatge The bank has
adopted internal loan-to-value limits consisterthwigulations, which are 65% for raw land, 75%l&md development,
and 85% for residential and non-residential corsibn. An appraisal report performed in conformitigh the Uniform
Standards of Professional Appraisers Practice yusside licensed appraiser is required on alldaarexcess of $250,000.
Generally, the Bank will commit to an initial terwh12 to 18 months on construction loans, and #iairterm of 24 to 48
months on land acquisition and development loaith, six month renewals thereafter. Interest ratesonstruction loans
typically adjust daily and are tied to a predeteruiindex. NASB's staff regularly performs inspews of each property
during its construction phase to help ensure adequagress is achieved before making scheduledd@bursements.

When construction and development loans matheeBank typically considers extensions for sh&ik-month term
periods. This allows the Bank to more frequentigleate the loan, including creditworthiness andent market
conditions and, if management believes it’'s inlibst interest of the Company, to modify the terowoedingly. This
portfolio consists primarily of assets with ratesltto the prime rate and, in most cases, the tondifor loan renewal
include an interest rate “floor” in accordance vilie market conditions that exist at the time okergal.

During the three month period ended DecemiheP312, the Bank renewed nineteen loans withiodtsstruction and
land development portfolio due to slower home andales in the current economic environment. Suténsions were
accounted for as Troubled Debt Restructurings (“SDi the restructuring was related to the borros/énancial
difficulty, and if the Bank made concessions thatould not otherwise consider. In order to deieemwhether or not a
renewal should be accounted for as a TDR, manageeapwed the borrower’s current financial infottioa, including an
analysis of income and liquidity in relation to diebrvice requirements. The large majority of ¢heedifications did not
result in a reduction in the contractual interesé ror a write-off of the principal balance (altgbuthe Bank does commonly
require the borrower to make a principal reductibrenewal).

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

The Bank’s commercial real estate loans atarse primarily by multi-family and nonresidentbperties. Such loans
are manually underwritten using NASB's internal enwiriting standards, which evaluate the sourcasdyment,
including the ability of income producing propettygenerate sufficient cash flow to service thetdiie capacity of the
borrower or guarantors to cover any shortfallsperating income, and, as a last resort, the alditiquidate the collateral
in such a manner as to completely protect the Baimk’estment. All commercial real estate loanstrhesapproved by the
CEO and either the EVP/ Chief Credit Officer or 3€8mmercial Lending. Prior approval is requireshfrthe Bank’s
Board of Directors for newly originated commerda@dns with a proposed balance of $2.5 million @ager. Typically,
loan-to-value ratios do not exceed 80%; howevareptions may be made when it is determined thasafety of the loan
is not compromised, and the rationale for exceethiglimit is clearly documented. An appraisgport performed in
conformity with the Uniform Standards of ProfesgibAppraisers Practice by an outside licensed aggrés required on
all loans in excess of $250,000. Interest ratesasnmercial loans may be either fixed or tied edetermined index and
adjusted daily.
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The Bank typically obtains full personal gustees from the primary individuals involved in tih@ensaction. Guarantor
financial statements and tax returns are reviewedialy to determine their continuing ability torflem under such
guarantees. The Bank typically pursues repayntent fuarantors when the primary source of repaynsemt sufficient
to service the debt. However, the Bank may decatdo pursue a guarantor if, given the guarantimancial condition, it
is likely that the estimated legal fees would extt® probable amount of any recovery. AlthoughBlank does not
typically release guarantors from their obligatitire Bank may decide to delay the decision to pucsul enforcement of
a deficiency judgment.

At least once during each calendar year, @weis prepared for each borrower relationshipxoess of $5 million and
for each individual loan over $1 million. Collaé¢inspections are obtained on an annual basisdoh loan over
$1 million, and on a triennial basis for each Ib&tween $500,000 and $1 million. Financial infotiorg such as tax
returns, is requested annually for all commera@al estate loans over $500,000, which is consistéhtindustry practice,
and the Bank believes it has sufficient monitogingcedures in place to identify potential problemrs. A loan is
deemed impaired when, based on current informatiwhevents, it is probable that a creditor wiluio@ble to collect all
amounts due in accordance with the contractualg@ithe loan agreement. Any loans deemed impaieg@rdless of
their balance, are reviewed by management atnie ¢if the impairment determination, and monitorec&auarterly basis
thereafter, including calculation of specific vaioa allowances, if applicable.

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

Allowance for Loan Losses

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

The ALLL is determined based upon two compasei he first is made up of specific reserveddans which have
been deemed impaired in accordance with GAAP. seieend component is made up of general reservédsdios that are
not impaired. A loan becomes impaired when manageielieves it will be unable to collect all piijpal and interest due
according to the contractual terms of the loancéaloan has been deemed impaired, the impaimmesitbe measured by
comparing the recorded investment in the loan égpttesent value of the estimated future cash fitimsounted at the
loan’s effective rate, or to the fair value of than based on the loan’s observable market pric, the fair value of the
collateral if the loan is collateral dependentioPto the quarter ended March 31, 2012, the Backnded a specific
allowance equal to the amount of measured impaitmen

In July 2011, the Office of Thrift Supervisi¢fOTS”) merged with and into the Office of the Cotrgdler of the
Currency (“OCC"), and the OCC became the Bank’mpry regulator. Beginning with the quarter endeafdh 31, 2012,
the Bank was required to file a Consolidated Repb@ondition and Income (“Call Report”) insteadtbé previously
required Thrift Financial Report (“TFR”). With tredoption of the Call Report, the Bank was requitediscontinue using
specific valuation allowances on loans deemed inedai The TFR had allowed any measured impairntertte carried as
specific valuation allowances, whereas the CalldRegequired any measured impairments that are ddeoonfirmed
losses” to be charged-off and netted from theipeetve loan balances. For impaired loans thatallateral dependent, a
“confirmed loss” is generally the amount by whitle foan’s recorded investment exceeds the fairevafuts collateral. If
a loan is considered uncollectible, the entire edas deemed a “confirmed loss” and is fully cleargff. During the
quarter ended March 31, 2012, the Bank chargedgzfinst ALLL the aggregate “confirmed losses” thate carried as
specific valuation allowances in prior periods, aetted them against their respective loan balafecegporting purposes.
This change had no impact on net loans receivabpgesented in the consolidated balance sheetddition, this change
did not materially impact the analysis of ALLL, whiis described in more detail in the following gguaph, as specific
valuation allowances were previously considereithéndetermination of historical loss ratios.
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Loans that are not impaired are evaluateddbagen the Bank’s historical loss experience, dsagevarious subjective
factors, to estimate potential unidentified lossékin the various loan portfolios. These loans eategorized into pools
based upon certain characteristics such as loan tglateral type and repayment source. In aatdid analyzing
historical losses, the Bank also evaluates thevioitlg subjective factors for each loan pool toreate future losses:
changes in lending policies and procedures, chaingssonomic and business conditions, changesimature and volume
of the portfolio, changes in management and ottlevant staff, changes in the volume and sevefipast due loans,
changes in the quality of the Bank’s loan reviewtsgn, changes in the value of the underlying calddtfor collateral
dependent loans, changes in the level of lendimgeuatrations, and changes in other external fastaeh as competition
and legal and regulatory requirements. Histofizsd ratios are adjusted accordingly, based upmeffiect that the
subjective factors have in estimated future losSéwese adjusted ratios are applied to the balasfdibe loan pools to
determine the adequacy of the ALLL each quartem: garposes of calculating historical loss ratgggcific valuation
allowances established prior to March 31, 2012 caresidered charge-offs during the periods in whingly are established.

The Bank does not routinely obtain updatedaippls for their collateral dependent loans thatreot adversely
classified. However, when analyzing the adequddtg @llowance for loan losses, the Bank consigetential changes in
the value of the underlying collateral for suchrieas one of the subjective factors used to esifnédre losses in the

various loan pools.

The following table presents the balance smdahowance for loan losses and the recorded imasstin loans based on
portfolio segment and impairment method at DecerBieP012. Dollar amounts are expressed in thassan

Residential Commercial
Held For Real Construction &
Residential Sale Estate Development  Commercisthstallment Total
Allowance for loan losses:
Balance at October 1, 2012 $ 6,941 -- 7,086 839 513 699 31,829
Provision for loan losses 1,956 - 166 (5,698) (448) 24 (4,000)
Losses charged off (464) - (69) (40) -- (86) (659)
Recoveries 60 -- 246 353 -- 24 683
Balance at December 31, 2012 $ 8,493 -- 7,429 205 65 661 27,853
Ending balance of allowance
for loan losses related
to loans at December 31, 2012:
Individually evaluated for
Impairment $ 605 -- 25 191 -- -- 218
Collectively evaluated for
Impairment $ 7,888 -- 7,404 11,014 65 661 27,032
Acquired with deteriorated
credit quality $ 21 -- -- -- -- -- 21
Loans:
Balance at December 31, 2012 $ 331,640 164,635 289,359 79,078 14,986 7,591 887,289
Ending balance:
Loans individually evaluated
for impairment $ 23,398 -- 19,806 580 13,751 62 96,577
Loans collectively evaluated
for impairment $ 308,242 164,635 269,553 39,518 1,235 7,529 790,712
Loans acquired with
deteriorated credit quality $ 3,956 -- -- - -- - 3,956
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The following table presents the balance enaliowance for loan losses and the recorded imastin loans based on
portfolio segment and impairment method at DecerBie011. Dollar amounts are expressed in thalssan

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Allowance for loan losses:
Balance at October 1, 2011 $ 6,663 12 13,201 4B38 7,682 845 70,266
Provision for loan losses (731) 6 9,640 (3,967) (2,577) 129 2,500
Losses charged off (587) - - (1,437) (10,246) (2,569) (19) (14,858)
Recoveries 37 - -- -- -- -- 37
Balance at December 31, 2011 $ 5,382 18 21,404 50,6 2,536 955 57,945
Ending balance of allowance
for loan losses related
to loans at December 31, 2011:
Individually evaluated for
Impairment $ 1,742 18 7,011 9,9 335 660 26,693
Collectively evaluated for
Impairment $ 3,640 -- 14,393 10,723 2,201 295 31,252
Acquired with deteriorated
credit quality $ 51 - -- -- -- -- 51
Loans:
Balance at December 31, 2011 $ 325,417 116,133 378,585 144,434 73,970 9,185 1,047,724
Ending balance:
Loans individually evaluated
for impairment $ 13,614 18 33,771 2849, 800 722 138,169
Loans collectively evaluated
for impairment $ 311,803 116,115 344,814 55,190 73,170 8,463 909,555
Loans acquired with
deteriorated credit quality $ 2,504 - - -- - -- 2,504

Classified Assets, Delinquencies, and Non-accruabhns

Classified assetsln accordance with the Bank’s asset classificasigsiem, problem assets are classified with risk
ratings of either “substandard,” “doubtful,” or §8.” An asset is considered substandard if itasiéquately protected by
the borrower’s ability to repay, or the value oflateral. Substandard assets include those cleized by a possibility that
the institution will sustain some loss if the defiwies are not corrected. Assets classified abtfid have the same
weaknesses of those classified as substandardheitidded characteristic that the weaknesses prasdee collection or
liquidation in full, on the basis of currently etirgy facts, conditions, and values, highly questlie and improbable.
Assets classified as loss are considered uncdileaind of little value. Prior to the quarter ethddarch 31, 2012, the Bank
established a specific valuation allowance for sag$ets. In conjunction with the adoption of tladl Report during the
quarter ended March 31, 2012, such assets areethaffjagainst the ALLL at the time they are deenmede a “confirmed
loss.”

In addition to the risk rating categories fiwoblem assets noted above, loans may be assigi&drating of “pass,”
“pass-watch,” or “special mention.” The pass catgdncludes loans with borrowers and/or collat¢hal is of average
quality or better. Loans in this category are abered average risk and satisfactory repaymentpeaed. Assets
classified as pass-watch are those in which theohar has the capacity to perform according tat¢hms and repayment is
expected. However, one or more elements of uringrtaxist. Assets classified as special mentiaveha potential
weakness that deserves management's close attettieft undetected, the potential weakness nesylt in deterioration
of repayment prospects.
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Each quarter, management reviews the prolamslin its portfolio to determine whether charigethe asset
classifications or allowances are needed. Thewvatlg table presents the credit risk profile of @@mpany’s loan portfolio
based on risk rating category as of December 312.2M@ollar amounts are expressed in thousands.

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Rating:
Pass $ 272,947 164,635 203,228 2,823 -- 7,529 661,232
Pass — Watch 24,253 -- 57,868 20,048 1,235 -- 103,404
Special Mention 229 -- 4,749 - -- -- 4,978
Substandard 33,820 - 23,514 45,953 13,751 62 117,100
Doubtful 391 -- -- 184 - - -- 575
Loss -- -- - -- -- -- --
Total $ 331,640 164,635 289,359 9,078 14,986 7,591 887,289
The following table presents the credit risk pmfif the Company’s loan portfolio based on riski@atategory as of
September 30, 2012. Dollar amounts are expressgmbusands.
Residential Commercial
Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
Rating:
Pass $ 283,771 163,834 256,158 14,370 1,318 7,621 727,072
Pass — Watch 11,076 - 28,439 19,054 - - @&8,5
Special Mention 4,689 - 323 -- -- -- 5,012
Substandard 32,011 -- 34,352 56,261 16,249 132 139,005
Doubtful 773 -- -- 4 -- -- 7
Loss -- -- -- -- -- -- --
Total $ 332,320 163,834 319,272 89,689 17,567 7,753 930,435
The following table presents the Company'silpartfolio aging analysis as of December 31, 20D8llar amounts are
expressed in thousands.
Total Total Loans
30-59 Days 60-89 Days Greater Than Total Past anko > 90 Days
Past Due Past Due 90 Days Due Current ReceivabseAccruing
Residential $ 2,064 1,131 7,738 10,933 320,707 331,640 156
Residential held for sale -- -- -- -- 164,635 164,635 - -
Commercial real estate 536 - 6,008 6,544 82815 289,359 213
Construction & development -- 962 4,167 5,129 73,949 79,078 566
Commercial - - - - 286 14,986 -
Installment 15 - 75 90 7,501 7,591 11
Total $ 2,615 2,093 17,988 22,696 864,593 887,289 946
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The following table presents the Company'’s loartfpbio aging analysis as of September 30, 2012lldbamounts are
expressed in thousands.

Greater Than Total Total Loans
30-59 Days 60-89 Days 90 Days Total Past Loans  >90 Days &
Past Due Past Due Past Due Due Current  Receivable Accruing
Residential $ 1,727 1,439 16,430 19,596 312,724 332,320 5,183
Residential held for sale - - - - 163,834 63B34 -
Commercial real estate 217 714 6,082 7,013 252, 319,272 --
Construction & development 567 633 5,487 6,687 83,002 89,689 1,931
Commercial -- -- - - 17,567 17,567 --
Installment 181 67 64 312 7,441 7,753 --
Total $ 2,692 2,853 28,063 33,608 896,827 930,435 7,114

When a loan becomes 90 days past due, or fuligrayment of interest and principal is not exigel; the Bank stops
accruing interest and establishes a reserve fauripaid interest accrued-to-date. In some insgrac@®an may become 90
days past due if it has exceeded its maturity bdatehe Bank and borrower are still negotiatingttiyens of an extension
agreement. In those instances, the Bank typicalhtinues to accrue interest, provided the borrdvasrcontinued making
interest payments after the maturity date andpfajiment of interest and principal is expected.

The following table presents the Company'simeeting the regulatory definition of nonaccrudlich includes
certain loans that are current and paying as agréai table does not include purchased impaivadd or troubled debt
restructurings that are performing. Dollar amowarsexpressed in thousands.

12/31/12 9/30/12

Residential $ 23,083 23,147
Residential held for sale -- -
Commercial real estate 14,711 20,952
Construction & development 23,220 30,606
Commercial -- --
Installment 62 62

Total $ 61,076 74,767

As of December 31, 2012, $50.0 million (81.98f}he loans classified as nonaccrual were cuaadtpaying as agreed.

During the quarter ended March 31, 2012, tbmg@any’s nonaccrual loans increased $41.4 millidhis increase
resulted from management’s decision to move cemajraired collateral dependent loans secured hy tlavelopment
properties to nonaccrual, even though the majofiguch loans were current and paying in accordaitetheir
contractual terms. Due to the continued deteiimmah the real estate markets, further declingbévalue of collateral
securing these loans are possible. In accordaithe3MAP, such loans have been charged-down tdatinealue of their
underlying collateral, and therefore, the recoroh@@stment in the loan is deemed fully collectadtl®ecember 31, 2012.
Interest income is recognized on a cash-basisyangras are received.

A loan becomes impaired when management tedigwvill be unable to collect all principal andérest due according
to the contractual terms of the loan. A restruotyof debt is considered a TDR if, because oflatatés financial
difficulty, a creditor grants concessions that @ul not otherwise consider. Loans modified inubied debt restructurings
are also considered impaired. Concessions gramt@d DR could include a reduction in interest ratethe loan, payment
extensions, forgiveness of principal, forbearancetier actions intended to maximize collectiomc®a loan has been
deemed impaired, the impairment must be measuretmparing the recorded investment in the loaméopresent value
of the estimated future cash flows discounted @ldan’s effective rate, or to the fair value of tban based on the loan’s
observable market price, or to the fair value efctbllateral if the loan is collateral dependent.
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During the quarter ended December 31, 20E2Cmpany modified five residential loans to a Ergprrower with a
recorded investment of $2.8 million prior to modéftion, which were deemed to be TDRs. These nuadifins extended
the maturity date for four years and did not result reduction in the contractual interest rata @rite-off of the principal
balance. The loans were deemed collateral deperatahthe modification did not result in any measumpairment or
specific allowances. In addition, the Company rfiedithree residential loans to a single borrowiha total recorded
investment of $421,000 prior to modification, whizhre deemed to be TDRs. These modifications, wtaghired a
combined $39,000 principal payment, extended therita date for three years and did not result reduction in the
contractual interest rate. Prior to modificatitite loans were deemed impaired and collateral abpen Therefore, they
were being carried at the fair value of the undedycollateral and no additional impairment of dfiewaluation
allowances were required.

During the quarter ended December 31, 20E2Cihmpany modified five construction and land depeient loans with
a recorded investment of $3.7 million prior to nfadition which had previously been deemed TDRs@ndinued to be
TDRs following the current modification. These nfadtions were the result of extensions, typicdtly a six-month
period, and did not result in a reduction in thatcactual interest rate or a write-off of the pipad balance. Such loans are
considered collateral dependent and were beingedaat the fair value of the underlying collatgpeibr to modification. In
addition, the Company modified three constructiod Eand development loans with a recorded investme$2.3 million
prior to modification, which were deemed to be TRsing the current period. These modificationseatbe result of
extensions, typically for a six-month period, andl ot result in a reduction in the contractuaénest rate or a write-off of
the principal balance. The loans were deemedteddibdependent, and the modification did not tesuhny measured
impairment or specific allowances, based upon airevilue of the underlying collateral.

During the quarter ended December 31, 20E2Cmpany modified two commercial real estate lositis a recorded
investment of $746,000 prior to modification, whigkre deemed to be TDRs. The modifications resirad the payment
terms and did not result in a reduction in the etual interest rate or a write-off of the priraipalance. Prior to
modification, such loans were considered impaired @ollateral dependent. Therefore, they weredoeanried at the fair
value of the underlying collateral and no additidngairment or specific valuation allowances wezquired. In addition,
the Company agreed to modify one commercial loah wirecorded investment of $16.3 million priontodification,
which was deemed to be a TDR. The modificatioemeted the maturity date by eighteen months andreztjia $2.5
million principal payment. The modification resdtin a measured impairment of $25,000, based tippopresent value of
the estimated future cash flows discounted atdha's effective rate.

TDRs secured by residential properties with@rded investment of $3.7 million, TDRs securgddmmercial
properties with a recorded investment of $698,@0@, TDRs secured by land development propertidsawecorded
investment of $1.7 million defaulted during theipdrended December 31, 2012. Management conditetevel of
defaults within the various portfolios when evaingtqualitative adjustments used to determine ttemaacy of the
Allowance for Loan and Lease Losses.

During the period ended December 31, 2011Ctvapany modified five land development loans, wittecorded
investment of $3.2 million prior to modificationhich had previously been deemed TDRs and contitméé TDRs
following the current modification. These modifiicans were the result of extensions, typically dasix-month period, and
did not result in a reduction in the contractugétiast rate or a write-off of the principal balan@&uch loans are considered
collateral dependent, and the modifications redutespecific loss allowances of $418,000, basezhuhe fair value of the
collateral. Specific loss allowances are inclugtethe calculation of estimated future loss ratigkich are applied to the
various loan portfolios for purposes of estimatingire losses.

TDRs secured by residential properties with@rded investment of $3.1 million, TDRs securgddmmercial

properties with a recorded investment of $3.8 oiilliand TDRs secured by land development propesfibsa recorded
investment of $4.7 million defaulted during theipdrended December 31, 2011.
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The following table presents the recorded tadaof troubled debt restructurings. Dollar amsware expressed in
thousands.

12/31/12 9/30/12

Troubled debt restructurings:

Residential $ 9,084 6,156
Residential held for sale -- --
Commercial real estate 14,168 17,384
Construction & development 38,303 39,844
Commercial 13,751 --
Installment -- --
Total $ 75,306 63,384
Performing troubled debt restructurings:
Residential $ 825 593
Residential held for sale -- --
Commercial real estate 3,553 3,812
Construction & development 16,340 11,521
Commercial 13,751 --
Installment -- --
Total $ 34,469 15,926

At December 31, 2012, the Bank had outstandammitments of $235,000 to be advanced in conmeetith TDRs.

The following table presents impaired loansjuding troubled debt restructurings, as of Decen®i, 2012. Dollar
amounts are expressed in thousands.

Unpaid YTD Average Interest
Recorded Principal Specific Investment in Income
Balance Balance Allowance Impaired Loans Recoghize
Loans without a specific valuation allowance:

Residential $ 17,689 19,184 - 17,742 216
Residential held for sale -- -- - - -
Commercial real estate 19,806 28,384 - 20,023 462
Construction & development 35,988 40,109 - 130, 553
Commercial -- -- - - -
Installment 62 519 -- 70 5

Loans with a specific valuation allowance:
Residential $ 5,709 6,670 605 5,725 89
Residential held for sale -- -- -- --
Commercial real estate

Construction & development 3,572 3,988 191 3,57 59
Commercial 13,751 13,751 25 15,417 280
Installment -- -- -- -- --
Total:
Residential $ 23,398 25,854 605 23,467 305
Residential held for sale -- -- -- -- --
Commercial real estate 19,806 28,384 -- 20,023 462
Construction & development 39,560 44,097 191 74D 612
Commercial 13,751 13,751 25 15,417 280
Installment 62 519 -- 70 5
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The following table presents impaired loansjuding troubled debt restructurings, as of Sep&m30, 2012. Dollar
amounts are expressed in thousands.

Unpaid YTD Average Interest
Recorded Principal Specific Investment in Income
Balance Balance Allowance Impaired Loans Recoghize
Loans without a specific valuation allowance:
Residential $ 16,849 19,394 -- 18,252 776
Residential held for sale -- -- -- -- --
Commercial real estate 21,574 30,652 -- 24,961 1,796
Construction & development 40,633 45,873 - 826, 2,658
Commercial -- -- -- -- --
Installment 68 570 -- 69 17
Loans with a specific valuation allowance:
Residential $ 4,836 4,910 974 4,836 260
Residential held for sale -- -- -- -- --
Commercial real estate 3,322 3,955 7 3,949 215
Construction & development 1,634 1,668 42 1,698 100
Commercial -- -- -- -- --
Installment -- -- -- -- --
Total:
Residential $ 21,685 24,304 974 23,088 1,036
Residential held for sale -- -- -- -- --
Commercial real estate 24,896 34,607 7 28,910 ,0112
Construction & development 42,267 47,541 42 518, 2,758
Commercial -- -- -- -- --
Installment 68 570 -- 69 17

(7) FORECLOSED ASSETS HELD FOR SALE

The following table presents real estate owanedl other repossessed property. Dollar amouatexpressed in
thousands.

12/31/12 9/30/12

Real estate acquired through (or deed in lieuam®dlosure $ 15,314 17,040
Less: allowance for losses - --
Total $ 15,314 17,040

Foreclosed assets held for sale arallyitiecorded at fair value as of the date of ftosare less any estimated
selling costs (the “new basis”) and are subsequeatiried at the lower of the new basis or failugdless selling costs on
the current measurement date. When foreclosetsamseacquired, any excess of the loan balanaetib@aew basis of the
foreclosed asset is charged to the allowance for losses. Subsequent adjustments for estimagsdd@re charged to
operations when the fair value declines to an amlass than the carrying value. Costs and expewtated to major
additions and improvements are capitalized, whidéntenance and repairs that do not improve or elxties lives of the
respective assets are expensed. Applicable gathkbases on the sale of real estate owned aiieadalhen the asset is
disposed of, depending on the adequacy of the gayment and other requirements.
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With the adoption of the Call Report during tjuarter ended March 31, 2012, the Bank was redjtir begin following
regulatory guidance related to the Call Report ireguents. One such requirement resulted in a aghanthe treatment of
specific loss reserves for foreclosed assets loglddle. Previous Thrift Financial Report guidaattewed banks to reduce
an asset'’s carrying value through a specific alleseawhen the fair value declined to an amounttless its carrying value.
Call Report guidance requires that the carrying@alf foreclosed assets held for sale be writtesndo fair value through
a charge to earnings. During the quarter endediviai, 2012, the Bank charged-off the previoustaldished specific
allowances on such assets of $9.4 million. Thange had no impact on net foreclosed assets hesdli® as presented in
the consolidated balance sheet.

(8) SUBORDINATED DEBENTURES

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

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

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

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

(9) INCOME TAXES

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

(10) SEGMENT INFORMATION

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

The Mortgage Banking segment originates mgeidaans for sale to investors and for the poudfofithe Banking
segment. The Banking segment provides a full rarfigranking services through the Bank’s branch netwexclusive of
mortgage loan originations. A portion of the inepresented in the Mortgage Banking segment iselkifrom sales of
loans to the Banking segment based on a transf@ngmethodology that is designed to approxima@nemic reality.
The Other and Eliminations segment includes fir@rnoformation from the parent company plus integiment
eliminations.
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The following table presents financial infotioa from the Company’s operating segments forptiéods indicated.
Dollar amounts are expressed in thousands.

Mortgage Other and

Three months ended December 31, 2012 Banking Bgnkin Eliminations  Consolidated
Net interest income $ 11,310 - - (129) 11,181
Provision for loan losses (4,000) - - (4,000)
Other income 50 17,021 (574) 16,497
General and administrative expenses 6,750 11,688 (283) 18,155
Income tax expense 3,315 2,053 (162) 5,206
Net income $ 5,295 3,280 (258) 8,317

Mortgage Other and

Three months ended December 31, 2011 Banking Bankin Eliminations  Consolidated
Net interest income $ 14,248 - - (129) 14,119
Provision for loan losses 2,500 - - 2,500
Other income (771) 11,685 (365) 10,549
General and administrative expenses 6,031 8,264 (158) 14,137
Income tax benefit 1,904 1,317 (129) 3,092
Net loss $ 3,042 2,104 (207) 4,939

(11) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding tenelxtredit that have not closed prior to the entthefperiod. As the
Company enters into commitments to originate lodraso enters into commitments to sell the loarthe secondary
market on a “best-efforts” basis. Such commitmémtsriginate loans held for sale are consideretatve instruments in
accordance with GAAP, which requires the Compamgtmgnize all derivative instruments in the batéasleeet and to
measure those instruments at fair value. As dtrebmarking to market commitments to originatans, the Company
recorded a decrease in other assets of $2.2 millioimcrease in other liabilities of $623,000, ardkecrease in other
income of $2.9 million for the three month periottled December 31, 2012. The Company recordedraatecin other
assets of $662,000, a decrease in other liabilii€#535,000, and a decrease in other income of $0P for the three
month period ended December 31, 2011.

Additionally, the Company has commitments tblsans that have closed prior to the end of tegqal. Due to the mark
to market adjustment on commitments to sell loagid for sale, the Company recorded an increas¢éhir @assets of $2.4
million, a decrease in other liabilities of $1170@nd an increase in other income of $2.6 milionng the three month
period ended December 31, 2012. The Company red@dlecrease in other assets of $669,000, a dedreather
liabilities of $161,000, and a decrease in otheome of $508,000 during the three month period émcember 31, 2011.

The balance of derivative instruments relatecdommitments to originate and sell loans at Ddmm31, 2012, is
disclosed in Footnote 12, Fair Value Measurements.

(12) FAIR VALUE MEASUREMENTS

Fair value is defined as the price that wdikiely be received to sell an asset, or paid togfer a liability, in an orderly
transaction between market participants at the uneasent date. GAAP identifies three primary meas@nt techniques:
the market approach, the income approach, andoteapproach. The market approach uses pricesthedrelevant
information generated by market transactions inmglvdentical or comparable assets or liabiliti@$he income approach
uses valuations or techniques to convert futurewantso such as cash flows or earnings, to a singieept amount. The
cost approach is based on the amount that curreoiljd be required to replace the service capghifitan asset.
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GAAP establishes a fair value hierarchy andritizes the inputs to valuation techniques usetheasure fair value into
three broad levels. The fair value hierarchy giveshighest priority to observable inputs suclj@asted prices in active
markets for identical assets or liabilities (Letgland the lowest priority to unobservable inplesvel 3). The
maximization of observable inputs and the minini@abf the use of unobservable inputs are requiidssification
within the fair value hierarchy is based upon thgeotivity of the inputs that are significant tettaluation of an asset or
liability as of the measurement date. The threeltewithin the fair value hierarchy are charaaedi as follows:

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

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

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

The Company measures certain financial assetdiabilities at fair value in accordance with G2 These
measurements involve various valuation techniguésassume that the transactions would occur betweeket
participants in the most advantageous market ®Qtbmpany.

The following is a summary of valuation teaues utilized by the Company for its significamisfincial assets and
liabilities measured at fair value on a recurrigib and recognized in the accompanying balancasstees well as the
general classification of such assets and liagdipjursuant to the valuation hierarchy:

Available for sale securities

Securities available for sale consist of coap®debt, trust preferred, U. S. government spaasagency, and municipal
securities. Such securities are valued using narkees in an active market, if available. Thisasurement is classified
as Level 1 within the hierarchy. Less frequentided securities are valued using industry stanaedils which utilize
various assumptions such as historical pricesefttime or similar securities, and observation oketgrices of securities
of the same issuer, market prices of same-seawels, and fixed income indexes. Substantiallpfathese assumptions
are observable in the marketplace or can be defiead observable data. These measurements asifiddsas Level 2
within the hierarchy.

At December 31, 2011, mortgage-backed seesrévailable for sale, which consist of agencyplassigh and
participation certificates issued by GNMA, FNMA,daRHLMC, were valued by using broker-dealer quésesimilar
assets in markets that are not active. AlthoughQbmpany did not validate these quotes, they vestiewed by
management for reasonableness in relation to dumarket conditions. Additionally, they were olpiad from experienced
brokers who had an established relationship wighBank and deal regularly with these types of seesr The Company
did not make any adjustment to the quotes recdiead broker-dealers. These measurements arefidalsas Level 2. At
December 31, 2012, mortgage-backed securitiesaolaifor sale were valued by using industry stashai@odels which
utilize various inputs and assumptions such astiéstl prices of benchmark securities, prepaymetitrates, loan type,
and year of origination. Substantially all of thessumptions are observable in the marketplacarobe derived from
observable data. These measurements are classsfieelvel 2 within the hierarchy.

24



Loans held for sale

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

Commitments to Originate Loans and Forward Sales Commitments

Commitments to originate loans and forwar@salbommitments are valued using a valuation modatiwconsiders
differences between current market interest ratdscammitted rates. The model also includes assang which
estimate fall-out percentages, for commitmentsrigimate loans, and average lives. Fall-out paages, which range
from ten to forty percent, are estimated based tipemifference between current market rates anthatied rates.

Average lives are based upon estimates for sinyifss of loans. These measurements use significesftservable inputs
and are classified as Level 3 within the hierarchy.

The following table presents the fair valueasi@ements of assets recognized in the accompabglagce sheets

measured at fair value on a recurring basis anéethet within the fair value hierarchy in which theeasurements fall at
December 31, 2012 (in thousands):

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Assets:
Securities, available for sale
U.S. government sponsored agency securities 19%124 156,850 36,274 -
Corporate debt securities 72,774 -- 72,774 --
Municipal securities 428 - 428 -
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 78 -- 78 --
Pass through certificates
guaranteed by FNMA — adjustable rate 144 -- 144 --
FHLMC patrticipation certificates:
Fixed rate 174 -- 174 --
Adjustable rate 128 -- 128 --
Loans held for sale 164,635 -- 164,635 -
Commitments to originate loans 323 - -- 323
Forward sales commitments 4,636 - -- 4,636
Total assets $ 436,444 156,850 351,6 4,959
Liabilities:
Commitments to originate loans $ 1,135 -- -- 1,135
Forward sales commitments 16 -- -- 16
Total liabilities $ 1,151 - - 1,151
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The following table presents the fair valueasi@ements of assets recognized in the accompabglagce sheets
measured at fair value on a recurring basis antethe within the fair value hierarchy in which theeasurements fall at

September 30, 2012 (in thousands):

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Assets:
Securities, available for sale
U.S. government sponsored agency securities 153166 142,359 10,807 -
Corporate debt securities 61,018 -- 61,018 --
Municipal securities 6 -- 6 --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA — fixed rate 81 -- 81 --
Pass through certificates
guaranteed by FNMA — adjustable rate 152 -- 152 --
FHLMC participation certificates:
Fixed rate 190 - 190 -
Adjustable rate 131 -- 131 --
Loans held for sale 163,834 -- 163,834 -
Commitments to originate loans 2,559 - -- 2%5
Forward sales commitments 2,194 - -- 2,194
Total assets $ 383,331 142,359 235,2 4,753
Liabilities:
Commitments to originate loans $ 512 - -- 15
Forward sales commitments 133 - -- 133
Total liabilities $ 645 - - - 645

The following tables present a reconciliatafrihe beginning and ending balances of recurraiigvialue measurements
recognized in the accompanying balance sheet sgymificant unobservable (Level 3) inputs for theee month periods

ended December 31, 2012 and 2011 (in thousands):

Commitments

Forward Sales
Commitments

2,061

2,559

to Originate
Loans
Balance at October 1, 2012 $ 2,047
Total realized and unrealized gains (losses):
Included in net income (2,859)
Balance at December 31, 2012 $ (812)

4,620

Commitments

Forward Sales
Commitments

1,328

(508)

to Originate
Loans
Balance at October 1, 2011 $ 360
Total realized and unrealized gains (losses):
Included in net income (127)
Balance at December 31, 2011 $ 233

820
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Realized and unrealized gains and losses ot table above and included in net incomeHerthree month period
ended December 31, 2012, are reported in the ddased statements of income as follows (in thousgnd

Other
Income
Total losses $ (300)
Changes in unrealized losses relating to assets
still held at the balance sheet date $ --

Realized and unrealized gains and losses nothe table above and included in net incometerthree month period
ended December 31, 2011, are reported in the ddasadl statements of income as follows (in thousand

Other
Income
Total losses $ (635)
Changes in unrealized losses relating to assets
still held at the balance sheet date $ --

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

Impaired loans

Loans for which it is probable that the Compauill not collect principal and interest due aatioig to contractual terms
are measured for impairment. If the impaired lizaidentified as collateral dependent, then thevialue method of
measuring the amount of impairment is utilized.isThethod requires obtaining a current independpptaisal of the
collateral and other internal assessments of valyppraisals are obtained when an impaired loaleemed to be collateral
dependent and at least annually thereafter. Bhirevis generally the appraised value less estarsting costs and may
be discounted further if management believes ahgrdtctors or events have affected the fair valugpaired loans are
classified within Level 3 of the fair value hierhyc

The carrying value of impaired loans that weréneasured during the three month period endegéileer 31, 2012,
was $22.0 million. The carrying value of impaitedns that were re-measured during the three nueribd ended
December 31, 2011, was $74.2 million.

Foreclosed Assets Held For Sale

Foreclosed assets held for sale are initi@ltyrded at fair value as of the date of forecledess any estimated selling
costs (the “new basis”) and are subsequently chati¢he lower of the new basis or fair value E=fing costs on the
current measurement date. Fair value is estinthtedgh current appraisals, broker price opiniandisting prices.
Appraisals are obtained when the real estate isimtjand at least annually thereafter. Foreclessets held for sale are
classified within Level 3 of the fair value hierbyc

The carrying value of foreclosed assets heldéle was $15.3 million at December 31, 2012ar@-offs related to
foreclosed assets held for sale that were re-medsluring the three month period ended Decembe2(®112, totaled
$570,000. Charge-offs and increases in speciierses related to foreclosed assets held for saterere re-measured
during the three month period ended December 311 ,20taled $1.3 million.
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Investment in LLCs

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

The carrying value of the Company’s investmartLCs was $17.1 million at December 31, 2012] &47.2 million at
September 30, 2012.

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

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

Securities and mortgage-backed securities held toaturity

Securities that trade in an active market are vhligtng market prices, if available. Securitiest o not trade in an
active market were valued by using industry stashaaodels which utilize various inputs and assunmgtisuch as
historical prices of similar securities, estimatidinquencies, defaults, and loss severity.

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

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

Customer and brokered deposit accounts

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

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

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

Commitments to originate, purchase and sell loans

The estimated fair value of commitments to origgngurchase, or sell loans is based on the difeter&etween
current levels of interest rates and the commitidels.
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The following table presents estimated faluga of the Company’s financial instruments andi¢ivel within the fair
value hierarchy in which the fair value measureméat at December 31, 2012 (in thousands):

Fair Value Measurements Using

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Carrying Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Financial Assets: :
Cash and cash equivalents $ 11,908 1,908 - -
Stock in Federal Home Loan Bank 8,097 - 8,097 -
Mortgage-backed securities held to maturity 23,669 -- 23,716 -
Loans receivable held for investment 604,8 - - 711,431
Financial Liabilities:
Customer deposit accounts 864,827 -- -- 866,266
Brokered deposit accounts 9,997 -- - 9,992
Advances from FHLB 150,000 - - 153,203
Subordinated debentures 25,774 - - 9,021

The following table presents estimated faluga of the Company’s financial instruments andi¢ivel within the fair
value hierarchy in which the fair value measureméait at September 30, 2012 (in thousands):

Fair Value Measurements Using

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Carrying Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
Financial Assets: )
Cash and cash equivalents $ 8,716 8,716 -- -
Stock in Federal Home Loan Bank 7,073 - 7,073 -
Mortgage-backed securities held to maturity 5,921 - 26,117 -
Loans receivable held for investment 732,77 - -- 763,017
Financial Liabilities:
Customer deposit accounts 870,946 -- -- 872,160
Brokered deposit accounts 21,367 -- -- 21,365
Advances from FHLB 127,000 -- -- 130,393
Subordinated debentures 25,774 -- -- 9,021

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

December 31, 2012 September 30, 2012
Contract or Estimated Contract or Estimated
notional unrealized notional unrealized
amount gain (loss) amount gain
Unrecognized financial instruments:
Lending commitments — fixed rate, net $ 12,547 13 $ 2,446 11
Lending commitments — floating rate 215 -- 926 9

Commitments to sell loans --
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The fair value estimates presented are basgetinent information available to managemerafd3ecember 31, 2012,
and September 30, 2012. Although management iawate of any factors that would significantly atféhe estimated fair
values, such amounts have not been comprehensasxaiued for purposes of these consolidated firmdistatements since
that date. Therefore, current estimates of fdwevanay differ significantly from the amounts pretesl above.

(13) INVESTMENT IN LLCs

The Company is a partner in two limited liggicompanies, Central Platte Holdings LLC (“CehfP#atte”) and NBH,
LLC (“NBH"), which were formed for the purpose ofifgchasing and developing vacant land in Platte Gowjissouri.
These investments are accounted for using theyeougithod of accounting.

The Company’s investment in Central Plattesexia of a 50% ownership interest in an entity tetelops land for
residential real estate sales. Sales of lots havenet previous expectations and, as a resulCtmpany evaluated its
investment for impairment, in accordance with AX3-30-35-32, which provides guidance related tosa in value of an
equity method investment. The Company utilizesustifaceted approach to measure the potential impant. The
internal model utilizes the following valuation rhetls: 1) liquidation or appraised values determingdn independent
third party appraisal; 2) an on-going businessliscounted cash flows method wherein the cash fenwslerived from the
sale of fully-developed lots, the development aalé sf partially-developed lots, the operationted homeowner’s
association, and the value of raw land obtainenh fam independent third party appraiser; and 3)hemain-going business
method, which utilizes the same inputs as methdiPpresumes that cash flows will first be gerestdtom the sale of
raw ground and then from the sale of fully-devetbped partially-developed lots and the operatiothefhomeowner’s
association. The internal model also includes pwth an on-going business method wherein the ftask are derived
from the sale of fully-developed lots, the devel@mtinand sale of partially-developed lots, the of@naof the
homeowner’s association, and the development ded§tots from the property that is currently réamd. However,
management does not feel the results from this odepinovide a reliable indication of value becalmetime to “build-out”
the development exceeds 18 years. Because afrthediability, the results from method 4 are gigerero weighting in the
final impairment analysis. The significant inpirislude raw land values, absorption rates of lt#ssaand a market
discount rate. Management believes this multitett@pproach is reasonable given the highly subgeaature of the
assumptions and the differences in valuation teples that are utilized within each approach (ergler of distribution of
assets upon potential liquidation). It is managetsepinion that no one valuation method withie thodel is preferable
to the other and that no one method is more likelyccur than the other. Therefore, the finalreate of value is
determined by assigning an equal weight to theaegstierived from each of the first three methodsritesd above.

As a result of this analysis, the Company mheitged that its investment in Central Platte wasemially impaired and
recorded an impairment charge of $2.0 million ($hillion, net of tax) during the year ended Septen®0, 2010. During
the quarter ended March 31, 2012, list prices If-fileveloped lots in Central Platte’s residentialelopment were
reduced. The Company incorporated these loweegiitto its internal valuation model, which resdlie an additional
impairment charge of $200,000 ($123,000, net of daxing the quarter ended March 31, 2012. Norothents have
occurred that would indicate any additional impannof the Company’s investment in Central Platte.

The following table displays the results ded\from the Company’s internal valuation model at@mber 31, 2012, and
the carrying value of its investment in Centraltelat December 31, 2012. Dollar amounts are egprkin thousands.

Method 1 $ 14,922
Method 2 15,611
Method 3 17,682
Average of methods 1, 2, and 3 $ 16,072
Carrying value of investment in Central Pladtadings, LLC $ 15,771
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The Company’s investment in NBH consists 8D&6 ownership interest in an entity that holds kamd, which is
currently zoned as agricultural. The general marsamtend to rezone this property for commeramal/ar residential
development. The raw land was purchased in 2002 Company accounts for its investment in NBH urtde equity
method. Due to the overall economic conditions@urding real estate, the Company evaluated issiment for
impairment in accordance with ASC 323-10-35-32,chitprovides guidance related to a loss in valuenogéquity method
investment. Potential impairment was measureddasdiquidation or appraised values determinedibyndependent
third party appraisal. As a result of this anayihe Company determined that its investment ikiNEs materially
impaired and recorded an impairment charge of #iillion ($693,000, net of tax) during the year etddeptember 30,
2010. The results of this analysis as of Septerf@®e2012, did not indicate any additional impaintnef the Company’s
investment in NBH. No events have occurred dutirggthree month period ended December 31, 2012wihald indicate
any additional impairment of the Company’s invesiimeThe carrying value of the Company’s investmemiBH was
$1.4 million at December 31, 2012.

(14) REGULATORY AGREEMENTS

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

On April 30, 2010, the Company’s Board of Direstentered into an agreement with the OTS, the @owyip primary
regulator at that time. The agreement restridtedpayment of dividends or other capital distribog by the Company and
restricted the Company’s ability to incur, issug@mew any debt during the period of the agreement.

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

On May 22, 2012, the Board of Directors of thexBagreed to a Consent Order with the OCC. Thiss€nt Order
replaces and terminates the previous Supervisorgekgent. The Consent Order requires that the Batablish various
plans and programs to improve its asset qualitytarhsure the adequacy of allowances for loanieask losses. It
requires the Bank to obtain an independent thimtypaview of its non-homogenous loan portfoliosldo enhance its
credit administration systems. Among other iteinalso requires a written capital maintenance péaensure that the
Bank’s Tier 1 leverage capital and total risk-basaplital ratios remain equal to or greater than 20th13%, respectively.
As of December 31, 2012, the Bank’s actual Tiezvetage capital and total risk-based capital ratioe 14.6% and
19.0%, respectively. The Consent Order does mettlihe Bank to raise capital, make managemenbard changes, or
restrict lending.

On November 29, 2012 the Company’s Board o¢@ors entered into a formal written agreementh wie Federal
Reserve Bank of Kansas City, which replaces anditetes the Company’s previous agreement with fhi8.0OThe
agreement with FRB restricts the payment of divitseor other capital distributions by the Compasegtnicts the
Company’s ability to incur, increase, or guarargeg debt, and restricts the Company’s ability techase or redeem any
of its stock. In addition, the agreement restrihtss Company and its wholly-owned statutory tridstSB Preferred Trust I,
from making distributions of interest, principat, @her sums on subordinated debentures or tregtped securities.
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Item 2. Management’s Discussion and Analysis afRtial Condition and Results of Operations.

FORWARD-LOOKING STATEMENTS

We may from time to time make written or dffakward-looking statements,” including statemecisitained in our
filings with the Securities and Exchange Commisgi®EC”). These forward-looking statements mayrdided in this
quarterly report and in other communications byGloenpany, which are made in good faith by us purstathe “safe
harbor” provisions of the Private Securities Litiga Reform Act of 1995.

These forward-looking statements include statgts about our beliefs, plans, objectives, g@adgectations,
anticipations, estimates and intentions, that abgest to significant risks and uncertainties, anel subject to change based
on various factors, some of which are beyond ountrob The words “may,” “could,” “should,” “would,"believe,”
“anticipate,” “estimate,” “expect,” “intend,” “plahand similar expressions are intended to iderfafyvard-looking
statements. The following factors, as well as ttdiseussed under Item 1A. “Risk Factors” in our AahReport on Form
10-K for the year ended September 30, 2012, filgl the Securities and Exchange Commission, anatimers, could
cause our financial performance to differ mateyi&ibm the plans, objectives, goals, expectatiansicipations, estimates
and intentions expressed in the forward-lookingesteents:

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

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

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

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

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

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

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

« technological changes;

e acquisitions and dispositions;

« changes in consumer spending and saving habits;

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

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

This list of important factors is not all-insive. We do not undertake to update any forwaolitey statement,
whether written or oral, that may be made from ttméme by or on behalf of the Company or the Bahkkr further
discussion of these factors, see “ltem 1A. Riskdtat in our Annual Report on Form 10-K for the yeaded September
30, 2012, filed with the Securities and Exchangen®dission, and in our Quarterly Reports, if applieab

GENERAL

NASB Financial, Inc. was formed in 1998 asaary thrift holding company of North American S$ags Bank, F.S.B.
The Bank is a federally chartered stock savingkpaith its headquarters in the Kansas City arlae Bank began
operating in 1927, and became a member of the Bedeme Loan Bank of Des Moines (“FHLB") in 1940Qs customer
deposit accounts are insured by the Deposit Inser&and (“DIF”), a division of the Federal Depdsisurance
Corporation (“FDIC”). The Bank converted to a #¢derm of ownership in September 1985.

The Bank’s primary market area includes thenties of Jackson, Cass, Clay, Buchanan, AndreatteRland Ray in
Missouri, and Johnson and Wyandotte counties insian The Bank currently has nine retail depo§itex in Missouri
including one each in Grandview, Lee’'s Summit, jpeledence, Harrisonville, Excelsior Springs, Pl&ltsy, and St.
Joseph, and two in Kansas City. North American alserates loan production offices in Kansas Qigg’s Summit and
Springfield in Missouri. The economy of the Kan&iky area is diversified with major employers griausiness, greeting
cards, automobile production, transportation, emunications, and government.
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The Bank’s principal business is to attragiatgts from the general public and to originatd essate loans, other loans
and short-term investments. The Bank obtains funaisly from deposits received from the generalligubales of loans
and loan participations, advances from the FHLBI, pmncipal repayments on loans and mortgage-bas&edrities
(“MBS"). The Bank’s primary sources of income indk interest on loans, interest on MBS, intereshweastment
securities, customer service fees, and mortgagkiffees. Its primary expenses are interest paysnen customer
deposit accounts and borrowings and normal operatsts.

FINANCIAL CONDITION

Assets
The Company’s total assets as of Decembe2®12 were $1,252.5 million, an increase of $11 Ifionifrom
September 30, 2012, the prior fiscal year end.

Loans receivable held for investment were $723illion as of December 31, 2012, a decreasetdf®million during
the three month period. The weighted averagearatuch loans as of December 31, 2012, was 5.7 8¥#graase from
5.97% as of December 31, 2011.

Loans receivable held for sale as of DecertieR012, were $164.6 million, an increase of $800Q from September
30, 2012. This portfolio consists of residentiarigage loans originated by the Bank’s mortgag&imgndivision that will
be sold with servicing released. The Company hextesl to carry loans held for sale at fair vamrgepermitted under
GAAP.

As the Bank originates mortgage loans eachtimenanagement evaluates the existing market dondito determine
which loans will be held in the Bank’s portfoliodawhich loans will be sold in the secondary marketans sold in the
secondary market can be sold with servicing retaseonverted into MBS and sold with the loan smng retained by the
Bank. At the time of each loan commitment, a deniss made to either hold the loan for investméotd it for sale with
servicing retained, or hold it for sale with seinigreleased. Management monitors market conditiordecide whether
loans should be held in portfolio or sold and idsevhich method of sale is appropriate. During three months ended
December 31, 2012, the Bank originated and purch®542.8 million in mortgage loans held for sa25$ million in
mortgage loans held for investment, and $588,0@0her loans. This total of $569.0 million in Isacompares to $433.8
million in loans originated and purchased during tiiree months ended December 31, 2011.

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

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

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

Substandard $ 132,431 156,117 166,783

Doubtful 575 777 - -
Loss* -- -- 36,139
133,006 156,894 202,922

Allowance for losses on loans and

real estate owned (27,853) (31,829) (67,392)

$ 105,153 125,065 135,530

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

12/31/12 9/30/12 12/31/11
Total Assets $ 1,252,524 1,240,826 1,205,525
Non-accrual loans 61,076 74,767 18,247
Performing troubled debt restructurings 489, 15,926 72,331
Net real estate and other assets
acquired through foreclosure 15,314 17,040 19,553
Total 110,859 107,733 110,131
Percent of total assets $ 8.85% 8.68% 9.14%

The significant decline in performing TDRsrftd>ecember 31, 2011, noted in the table abovejrsapily the result of
management’s decision to move certain impairechtaial dependent loans secured by land developpnepérties to
nonaccrual during the nine month period ended 30n2012, even though the majority of such loarscarrent and
paying in accordance with their contractual termsie to the continued deterioration in the reahtesimarkets, further
declines in the value of collateral securing tHes@s are possible.

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

Investment securities were $266.3 million BBecember 31, 2012, an increase of $52.1 millromf September 30,
2012. During the three month period, the Bank pased $52.5 million of securities available foesalhere were no sales
of investment securities during the three montliogeended December 31, 2012.

Mortgage-backed securities were $24.2 milisrof December 31, 2012, a decrease of $2.3 mitl@n the prior year
end. There were no sales of mortgage-backed $siesuwturing the three month period ended Decembge?®12. The
average yield on the mortgage-backed securitietfgtiorwas 4.51% at December 31, 2012, a decraase 4.72% at
December 31, 2011.

The Company'’s investment in LLCs, which is@aated for using the equity method, was $17.1 omlat December 31,
2012, a decrease of $85,000 from September 30, 2Duging the year ended September 30, 2012, tmep@ay recorded a
$200,000 impairment charge related to its investrirehLCs. There have been no events subsequesgptember 30,
2012, that would indicate an additional impairmi@ntalue of the Company’s investment in LLCs at 8mber 31, 2012.

Liabilities and Equity

Customer and brokered deposit accounts dezate®is’.5 million during the three months ended Dexsr 31, 2012, due
primarily to a decrease in brokered certificatedeosits during the period. The weighted averatgeon customer and
brokered deposits as of December 31, 2012, wad4).Z@lecrease from 1.13% as of December 31, 2011.
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Advances from the FHLB were $150.0 millioncd®December 31, 2012, an increase of $23.0 mifiiom September
30, 2012. During the three month period, the Bamitowed $25.0 million of new advances and rep&i@ $nillion.
Management regularly uses FHLB advances as amaitefunding source to provide operating liquidihd to fund the
origination and purchase of mortgage loans.

Subordinated debentures were $25.8 million as @eber 31, 2012. Such debentures resulted fronsshance of
Trust Preferred Securities through the Company’sligfowned statutory trust, NASB Preferred Trusfllhe Trust used
the proceeds from the offering to purchase a likewant of the Company’s subordinated debentures defbentures, which
have a variable rate of 1.65% over the 3-month LRB&hd a 30-year term, are the sole assets of ths.Tr

Escrows were $4.3 million as of December 312 a decrease of $4.4 million from Septembe28@2. This decrease
is due to amounts paid for borrowers’ taxes duthegfourth calendar quarter of 2012.

Total stockholders’ equity as of DecemberZ112, was $179.9 million (14.4% of total assefB)is compares to
$171.5 million (13.8% of total assets) at Septen#@r2012. On a per share basis, stockholderstyeepas $22.86 on
December 31, 2012, compared to $21.80 on Septe3ih@012.

The Company did not pay any cash dividendtststockholders during the three month period dridecember 31,
2012. In accordance with the agreement, whicleszdbed more fully in Footnote 14, Regulatory Aggnents, the
Company is restricted from the payment of divideadsther capital distributions during the periddhe agreement
without prior written consent from its primary rdgtor.

Total stockholders’ equity as of DecemberZ112, includes an unrealized gain, net of defeimedme taxes, on
available for sale securities of $2.3 million. Fhimount is reflected in the line item “Accumulattder comprehensive
income.”

Ratios

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

Three months ended
12/31/12 12/31/11

Return on assets 2.67% 1.61%
Return on equity 18.94% 12.92%
Equity-to-assets ratio 14.36% 12.89%
Dividend payout ratio -% -%

RESULTS OF OPERATIONS - Comparison of three monthended December 31, 2012 and 2011.

For the three months ended December 31, 288 ZZompany had net income of $8.3 million or $Ipé6share. This
compares to a net income of $4.9 million or $0.6Bghare for the three month period ended DeceB8he2011.
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Net Interest Margin

The Company’s net interest margin is comprisieithe difference (“spread”) between interest meoon loans, MBS and

investments and the interest cost of customer avikkbed deposits and other borrowings. Managemenitors net

interest spreads and, although constrained byigartarket, economic, and competition factors, ibkkshes loan rates and

customer deposit rates that maximize net interaesgim.

The following table presents the total doanounts of interest income and expense on thedteticamounts of average
interest-earning assets or interest-costing ligdslifor the three months ended December 31, 20d2@11. Average
yields reflect reductions due to non-accrual loa@s.ce a loan becomes 90 days delinquent, or wilbpayment of

interest and principal is not expected, any intetfest has accrued up to that time is reversecharfdrther interest income

is recognized unless the loan is paid current. rédge balances and weighted average yields foretieds include all
accrual and non-accrual loans. The table als@pteshe interest-earning assets and yields fdr ezspective period.

Dollar amounts are expressed in thousands.

Three months ended 12/31/12 As of Three mombsa 12/31/11 As of
12/31/12 12/31/11
Average Yield/ Yield/ Average Yield/ Yield/
Balance Interest Rate Rate Balance Interest Rate Rate
Interest-earning assets
Loans $ 862,292 12,334 5.72% 5.28% $,025,876 15,893 6.20% 5.74%
Mortgage-backed securities 28,649 294 0%.1 4.51% 37,079 499 5.38% 4.72%
Securities 244,369 963 1.58% 1.56% 6,876 968 5.79% 4.44%
Bank deposits 19,766 2  0.04% 0.01% 2,785 2  0.06% 0.01%
Total earning assets 1,155,076 13,593 %4.71 4.37% 1,142,596 17,362  6.08% 5.46%
Non-earning assets 74,662 100,541
Total $ 1,229,738 $ 1,243,137
Interest-costing liabilities
Customer checking and
savings deposit accounts $ 297,848 344  0.46% 0.41% $ 259,470 311 0.48% 0.44%
Customer and brokered
certificates of deposit 583,967 1,405 .9696 0.94% 580,463 2,168 1.49% 1.40%
FHLB Advances 131,755 531 1.61% 1.42% 208,758 635 1.22% 1.79%
Subordinated debentures 25,000 129 2.06%1.96% 25,000 129 2.06% 2.08%
Other borrowings 210 3 571% .0086 - -- --% --%
Total costing liabilities 1,038,780 2,4120.93% 0.88% 1,073,691 3,243  1.21% 1.23%
Non-costing liabilities 15,966 5,123
Stockholders’ equity 174,992 153,723
Total $ 1,229,738 $ 1,243,137
Net earning balance 116,296 68,905
Earning yield less costing rate 3.78% 3.49% .87% 4.23%
Average interest-earning
assets, net interest, and net
yield spread on average
interest —earning assets $,155,076 11,181 3.87% $1,142,596 14,119 4.94%
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The following table provides information redeng changes in interest income and interest expeRsr each category
of interest-earning asset and interest-costingliigbinformation is provided on changes attribolato (1) changes in rates
(change in rate multiplied by the old volume), af®) changes in volume (change in volume multipbgdhe old rate), and
(3) changes in rate and volume (change in rateipfieli by the change in volume). Average balangidds and rates used
in the preparation of this analysis come from trecpding table. Dollar amounts are expressedonséinds.

Three months ended December 31, 2012, compared to
three months ended December 31, 2011

Yield/
Yield Volume Volume Total

Components of interest income:

Loans $ (1,231) (2,536) 208 (3,559)

Mortgage-backed securities (119) (113) 27 (205)

Securities (704) 2,569 (1,870) (5)

Bank deposits (1) 1 -- --
Net change in interest income (2,055) (79) (1,635) (3,769)
Components of interest expense:

Customer and brokered deposit accounts (819) 4 12 (35) (730)

FHLB Advances 204 (235) (73) (104)

Subordinated debentures - - - -

Other borrowings -- -- 3 3
Net change in interest expense (615) (1112) (105)  831)

Increase in net interest margin $ (1,440) 32 (1,530) (2,938)

Net interest margin before loan loss providmnthe three months ended December 31, 2012edsed $2.9 million
from the same period in the prior year. Specificahterest income decreased $3.8 million, whidswffset by an
$831,000 decrease in interest expense for theghetiderest on loans decreased $3.6 million asekelt of a $163.5
million decrease in the average balance of loarsivable outstanding during the period and a 4&hmsnt decrease in
the average rate earned on such loans during ti@pdnterest on mortgage-backed securities desea $205,000 due to
an $8.4 million decrease in the average balanceoofgage-backed securities during the period atiBabasis point
decrease in the average rate earned on such gecdriting the period. Interest on investment sées decreased $5,000
resulting from a 421 basis point decrease in tlegame rate earned on such securities, the effaghioch was offset by a
$177.5 million increase in the average balancaiofisecurities during the period. Interest expemseustomer and
brokered deposit accounts decreased $730,000 duB3dasis point decrease in the average rateopasdch liabilities,
the effect of which was partially offset by a $4iflion increase in the average balance of sutdrést-costing liabilities
during the period. Interest expense on FHLB adeamtecreased $104,000 as the result a $77.0 mdldorease in the
average balance of advances outstanding duringetied, the effect of which was partially offset &89 basis point
decrease in the average rate paid of such liadsiliti

Provision for Loan Losses
The Company recorded a negative provisioridan losses of $4.0 million during the current deiar Based upon
management’s analysis, the resulting allowancéofam losses of $27.9 million is adequate at DecerBhe2012.

The negative provision for loan loss for therent quarter was based upon the Bank’s ALLL madihagy, which
contains both qualitative and quantitative factdgpecifically, activity during the quarter refledtin quantitative factors
included the following:

» The Bank’s portfolio of loans held to maturity deased $43.9 million during the quarter ended Deeer@b, 2012, to
$722.7 million. This decrease consisted almostedntof declines within the Bank’s commercial restate and
construction and land development portfolios, whigtorically have experienced higher credit logbes the Bank’s
other portfolios.

» The level of criticized loans (those classifiedspscial mention, substandard, or doubtful) dece&82.1 million
during the three month period. Of this decling.$1million related to loans within the Bank’s coemtial real estate
and construction and land development portfolios.
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e The Bank’s loss experience during the current guaras much better than the previous 36 monthsinBthe three
month period ended December 31, 2012, the Bankdedmet recoveries of $24,000.

* The level of nonperforming loans decreased $13llfomiduring the three month period. Similar te ttlecrease in
gross loan balances, this decline consisted alemgely of loans within the Bank’'s commercial reatate and
construction and land development portfolios.

In addition to the quantitative factors nosmbve, management observed the following qualgdtetors when
determining the appropriate level of the Bank’s ALt December 31, 2012:

e The housing market in the Kansas City metropoliteea, where all of the Bank’s construction and ldedelopment
lending is concentrated, has shown renewed strehgthg the current period. In terms of new buitglpermits, the
market experienced its best fourth calendar quaitee 2008, and the supply of new housing invertas dropped
below the equilibrium level, resulting in an incsean new housing starts.

» During the current period, an independent thirdypeeview was completed, which included approxira8®% of the
loans within the Bank’s commercial real estate emustruction and land development portfolios. Thigew resulted
in no loan classification discrepancies, validatimg effectiveness of the Bank’s internal asseemeyprocess.

Prior to the quarter ended March 31, 2012,smesd impairments were recorded as specific valnatilowances and
carried as contra-assets to reduce a loan’s cagrighue to fair value. When the Bank adopted th# Report, during the
quarter ended March 31, 2012, the cumulative sipegfuation allowances that were considered “comdid losses” were
charged-off and netted against their respectiveddmalances. For collateral dependent loans teateemed impaired, a
“confirmed loss” is defined as the amount by whish loan’s recorded investment exceeds the fairevaf its collateral. If
a loan is considered uncollectible, the entire hedas deemed a “confirmed loss” and is fully cleargff. During the
quarter ended March 31 2012, the Bank recordedh@ge offs of $26.2 million, primarily relatedits elimination of the
use of specific valuation allowances.

The Company recorded a provision for loandess $2.5 million during the three month periodeuh December 31,
2011, due primarily to increases in specific resemelated to impaired commercial real estate lodhés increase in the
ALLL, resulting from the provision for loan lossaw offset by net charge offs of $14.8 million dgrthe period, which
primarily resulted from the foreclosure or saleeftain impaired collateral dependent commercidlland development
loans which were being carried at the fair valu¢ghefcollateral.

On a consolidated basis, the allowance fads®n loans and real estate owned was 20.9%eabttassified assets at
December 31, 2012, 20.3% at September 30, 20123aa86 at December 31, 2011. The significant degaluring the
year ended September 30, 2012 was a result ofahk Bharging-off “confirmed losses” that were cadras specific
valuation allowances in prior periods, as notedvabo

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

Other Income

Other income for the three months ended Deeedb, 2012, increased $5.9 million from the saergog in the prior
year. Specifically, gain on sale of loans helddale increased $4.8 million from the same penioithé prior year due
primarily to increased mortgage banking volume smgtads. Provision for loss on real estate oweededised $779,000
due to fewer declines in the fair value of propesrtivithin the Bank’s portfolio of foreclosed asdwttd for sale during the
period. In addition, loss on sale of securitieaikable for sale decreased $343,000 as comparthe ame period in the
prior year, due to the fact that there were noisgéesi sold during the current quarter.

38



General and Administrative Expenses

Total general and administrative expensegi®ithree months ended December 31, 2012, incré&s@dnillion from
the same period in the prior year. Specificalynpensation and fringe benefits increased $1.0amitlue to the addition
of personnel in the Company’s residential lendintgrnal asset review, information technology, éah servicing
departments. Commission-based mortgage bankingeosation increased $2.1 million due to an incréasesidential
mortgage loan origination volume from the samequkin the prior year. Premises and equipment esgpércreased
$131,000 from the same period in the prior yeamarily due to increased costs associated wittBiuek's various
software programs. Advertising and business pramaixpense increased $152,000 due primarily tontrease in
advertising costs related to the mortgage bankpegation. Federal deposit insurance premiums ase@ $199,000, due
primarily to an increase in premium rates fromshene period in the prior year. Other expensesasad $416,000
primarily due to costs related to the increaseesidential origination volume and costs incurredhtove the Bank’s disaster
recovery site during the current period.

REGULATION
Regulation of the Company

General

NASB Financial, Inc. is a unitary savings dodn holding company of North American Savings BanlS.B. On July
21, 2011, supervisory responsibility for the Comparas transferred from the Office of Thrift Supaien (the "OTS") to
the Board of Governors of the Federal Reserve Byéteederal Reserve Board” or “FRB”), as requiractiee Dodd-Frank
Wall Street Reform and Consumer Protection Act (tBedd-Frank Act"). Accordingly, the Company isqtéred to
register and file reports with the Federal Res@&ward and is subject to regulation and examindbipthe Federal Reserve
Board. In addition, the Federal Reserve Boardemdsrcement authority over the Company, which alsonits the Federal
Reserve Board to restrict or prohibit activitieatthre determined to present a serious risk t@ &m.

Sarbanes-Oxley Act of 2002

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

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

Federal Securities Law

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

Missouri Corporation Law

The Company is incorporated under the lawshefState of Missouri, and is therefore subjeatetulation by the State
of Missouri. In addition, the rights of the Companghareholders are governed by The General anddssCorporation
Law of Missouri.
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Regulation of the Bank

General

The Bank is a federally chartered stock savingkbformed under the authority provided in the Ho®wners' Loan
Act (as amended, "HOLA"). On July 21, 2011, susamy responsibility for the Bank was transferreahfi the OTS to the
Office of the Comptroller of the Currency ("OCC8y required by the Dodd-Frank Act. Although th@Beemains subject
to regulations previously promulgated by the OTSyéneral, those regulations are now enforced &¥IGC.

On April 30, 2010 the Bank entered into a Suisery Agreement with the OTS, which, among ottieéngs, required
the Bank to review and revise its internal assatre process, reduce its classified assets anahiadion brokered deposits,
and to obtain regulatory approval prior to declgram paying dividends or making other capital disttions. On May 22,
2012, the Board of Directors of the Bank agreed tGonsent Order with the OCC, which replaces angitates the
previous Supervisory Agreement the Bank had enteiitld the OTS. The Consent Order requires, like 8upervisory
Agreement that it replaces, that the Bank estam@ious plans and programs to improve the assattguf the Bank and
to ensure the adequacy of allowances for loan aadel losses. The Consent Order also requires thie Baobtain an
independent assessment of its allowance for lodrease losses methodology, to conduct indeperitiedtparty reviews
of its commercial and construction loan portfolared to enhance its credit administration syste#song other items, it
also requires that the Bank’s written capital mamatnce plan will contain objectives that ensureBaek’s Tier 1 leverage
capital remains equal to or greater than 10% aisidfl total assets and that the Bank’s risk-baapifat remains equal to
or greater than 13% of risk-weighted assets.

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

thereunder. Under these laws and regulations, d&dawvings banks, including the Bank, generally in&gst in real estate
mortgages, consumer and commercial loans, cegpestof debt securities and certain other assete Bank may also
establish service corporations that may engagectimities not otherwise permissible for the Bamkgluding certain real
estate equity investments and securities and insarbrokerage activities. These investment powersabject to various
limitations, including (1) a prohibition againstetlacquisition of any corporate debt security teatat rated in one of the
four highest rating categories, (2) a limit of 40@%an association’s capital on the aggregate amofulvans secured by
non-residential real estate property, (3) a linfiR8% of an association’s assets on commercialsloath the amount of
commercial loans in excess of 10% of assets bainiget to small business loans, (4) a limit of 35%&an association’s
assets on the aggregate amount of consumer loanacaguisitions of certain debt securities, (5)aitliof 5% of assets on
non-conforming loans (loans in excess of the sjelimhitations of HOLA), and (6) a limit of the gager of 5% of assets or
an association’s capital on certain constructiantomade for the purpose of financing what is axigected to become
residential property.

Recent Legislation

On July 21, 2010, the Dodd-Frank Act was signed iatv. The Dodd-Frank Act implements far-reachifgmges
across the financial regulatory landscape, inclgigirovisions that, among other things:

* Centralize responsibility for consumer financialotgction by creating the Bureau of Consumer Firanci
Protection, with broad rulemaking, supervision anébrcement authority for a wide range of consupretection
laws that would apply to all banks and thrifts. @ler financial institutions, including the Bankijlvbe subject to

the supervision and enforcement of their primagefal banking regulator with respect to the fedemisumer
financial protection laws.

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

» Require the federal banking regulators to seek a&artheir capital requirements countercyclicalttsat capital
requirements increase in times of economic exparena decrease in times of economic contraction.

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

* Make permanent the $250,000 limit for federal dépasurance and provide unlimited federal depastrance
until January 1, 2013 for non-interest bearing dedrisansaction accounts at all insured depositwsijtutions.
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» Effective July 21, 2011, repealed the federal grtioins on the payment of interest on demand dépasiereby
permitting depository institutions to pay interestbusiness transaction and other accounts.

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

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

Insurance of Accounts and Regulation by the FDIC

The Bank's deposits are insured up to applicabiidiby the Deposit Insurance Fund of the FDIC.inssirer, the FDIC
imposes deposit insurance premiums and is authlibtizeconduct examinations of, and to require repgrby, FDIC-
insured institutions. It also may prohibit any EDihsured institution from engaging in any activihe FDIC determines
by regulation or order to pose a serious risk ® EHF. The FDIC also has the authority to initigigforcement actions
against savings institutions, after giving the O@R opportunity to take such action, and may tertrirthe deposit
insurance if it determines that the institution la®aged in unsafe or unsound practices or is inrsafe or unsound
condition.

As a result of a decline in the reserve rétie ratio of the DIF to estimated insured depdsitsd concerns about
expected failure costs and available liquid assethe DIF, the FDIC adopted a rule requiring eatdured institution to
prepay on December 30, 2009 the estimated amouits afuarterly assessments for the fourth quarte2009 and all
quarters through the end of 2012 (in addition t® tbgular quarterly assessment for the third quavtech was due on
December 30, 2009). The prepaid amount is recoadesth asset with a zero risk weight and the itigtituwill continue to
record quarterly expenses for deposit insurancep&iposes of calculating the prepaid amount, assests were measured
at the institution’s assessment rate as of SepteBhe2009, with a uniform increase of three basisits effective January
1, 2011, and were based on the institution’s assasisbase for the third quarter of 2009, with gfoassumed quarterly at
annual rate of 5%. If events cause actual assessmdening the prepayment period to vary from theppid amount,
institutions will pay excess assessments in castecgive a rebate of prepaid amounts not exhauwsted collection of
assessments due on June 30, 2013, as applicalilectioo of the prepayment does not preclude théCFfbom changing
assessment rates or revising the risk-based assesssystem in the future. The rule includes a peder exemption from
the prepayment for institutions whose safety anthdoess would be affected adversely. In Decemb@9,20e Bank paid
the prepaid assessment of $6.3 million, and aseckbhber 31, 2012, the outstanding prepaid assetsrasi$269,000.

As required by the Dodd-Frank Act, the FDIQpid rules effective April 1, 2011, under whiclsumance premium
assessments are based on an institution's totatsassnus its tangible equity (defined as Tier pited) instead of its
deposits. Under these rules, an institution wdtalt assets of less than $10 billion will be assdyrone of four risk
categories based on its capital, supervisory ratargl other factors. Well capitalized institutiahat are financially sound
with only a few minor weaknesses are assigned $& Riategory I. Risk Categories I, Ill and IV pres@rogressively
greater risks to the DIF. A range of initial basssessment rates will apply to each category, sube@djustment
downward based on unsecured debt issued by theuiiwst and, except for an institution in Risk Cgdey |, adjustment
upward if the institution's brokered deposits excd®% of its domestic deposits, to produce totadebassessment
rates. Total base assessment rates range froto Rife basis points for Risk Category I, nine #ohasis points for Risk
Category Il, 18 to 33 basis points for Risk Catggdirand 30 to 45 basis points for Risk Categodvy &ll subject to further
adjustment upward if the institution holds morenttea de minimis amount of unsecured debt issuednoyhar FDIC-
insured institution. The FDIC may increase or daseeits rates by 2.0 basis points without furthéemaking. In an
emergency, the FDIC may also impose a special si5&es.

The Dodd-Frank Act establishes 1.35% as themmim reserve ratio. The FDIC has adopted a platletuwhich it will
meet this ratio by September 30, 2020, the deadimmsed by the Dodd-Frank Act. The Dodd-Frank pPeduires the
FDIC to offset the effect on institutions with afsskess than $10 billion of the increase in théustey minimum reserve
ratio to 1.35% from the former statutory minimum1o15%. The FDIC has not yet announced how it iviplement this
offset. In addition to the statutory minimum ratie FDIC must designate a reserve ratio, knowth@slesignated reserve
ratio (“DRR”), which may exceed the statutory minim. The FDIC has established 2.0% as the DRR.dditian, all
institutions with deposits insured by the FDIC sequired to pay assessments to fund interest pagno@rbonds issued by
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the Financing Corporation, an agency of the Fedpraérnment established to fund the costs of fditeifts in the 1980s.
For the quarterly period ended September 30, 2BE2Financing Corporation assessment equaled €4 paints. These
assessments, which may be revised based uponvileofeDIF deposits, will continue until the bondsture in the years
2017 through 2019.

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

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

Federal Home Loan Bank System

The Bank is a member of the FHLB-Des Moines, whiscbne of 12 regional FHLBs that administer the bdinancing
credit function of member financial institutionEach FHLB serves as a reserve or central bankfanémbers within its
assigned region. It is funded primarily from predse derived from the sale of consolidated obligetiof the FHLB
System. It makes loans or advances to membersciordance with policies and procedures, establislyethe Board of
Directors of the FHLB, which are subject to the mght of the Federal Housing Finance Agency. adlvances from the
FHLB are required to be fully secured by sufficiemtlateral as determined by the FHLB. In additiafi long-term
advances are required to provide funds for residehtme financing. As a member, the Bank is negfito purchase and
maintain stock in the FHLB-Des Moines. At DecemBg&r 2012, the Bank had $8.1 million in FHLB-Desik&s stock,
which was in compliance with this requirement.

Safety and Soundness Standards

Pursuant to the requirements of the Federal Defmsitrance Corporation Improvement Act (“FDICIA3s amended
by the Riegle Community Development and Regulabonyrovement Act of 1994, each federal banking agévas adopted
guidelines establishing general standards relatmgnternal controls, information and internal gudystems, loan
documentation, credit underwriting, interest ratpasure, asset growth, asset quality, earningantpensation, fees and
benefits. In general, the guidelines require, anthgr things, appropriate systems and practicetetttify and manage the
risks and exposures specified in the guidelineg giidelines prohibit excessive compensation asrnsafe and unsound
practice and describe compensation as excessive tihthkeamounts paid are unreasonable or dispropatédo the services
performed by an executive officer, employee, dogabdr principal shareholder.

Prompt Corrective Action

Federal statutes establish a supervisory framevibaged on five capital categories: well capitalizadequately
capitalized, undercapitalized, significantly undmitalized and critically undercapitalized. An tihgion’s category
depends upon where its capital levels are in @atd relevant capital measures, which includes&-biased capital
measure, a leverage ratio capital measure andrcettser factors. The federal banking agenciestaopted regulations
that implement this statutory framework. Understheegulations, an institution is treated as wafliwalized if its ratio of
total capital to risk-weighted assets is 10% oremds ratio of core capital to risk-weighted asset6% or more, its ratio of
core capital to adjusted total assets (leverage)rat 5% or more, and it is not subject to anyefed supervisory order or
directive to meet a specific capital level. In@rdo be adequately capitalized, an institution thase a total risk-based
capital ratio of not less than 8%, a Tier 1 rislsdxh capital ratio of not less than 4%, and a |legeratio of not less than
4%. Any institution which is neither well capitadid nor adequately capitalized is considered uagétadized.

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

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

Capital Requirements
Regulations require that thrifts meet three minineapital ratios.

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

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

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

At December 31, 2012, the Bank exceeds gpitaiarequirements prescribed by the OCC. To dateuthese
requirements, a thrift must deduct any investmamésd loans to subsidiaries that are engagedtivitées not permissible
for a national bank. As of December 31, 2012 Bhek did not have any investments in or loans bsiliaries engaged in
activities not permissible for national banks.

On May 22, 2012, the Board of Directors of thexBagreed to a Consent Order with the OCC, whidegcribed more
fully in Footnote 14, Regulatory Agreements. Amatlier items, the Consent Order requires that tekBnaintain a Tier
1 leverage capital ratio equal to or greater tHa# And a risk-based capital ratio equal to or grahan 13%. As of
December 31, 2012, the Bank’s actual Tier 1 leve@pital and total risk-based capital ratios wiet&% and 19.0%,
respectively. The existence of individual minimaapital requirements means that the Bank may ndekened well
capitalized.

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

At December 31, 2012 Amount
GAAP capital (Bank only) $ 183,873
Adjustment for regulatory capital:
Intangible assets (2,346)
Reverse the effect of SFAS No. 115 (2)309
Tangible capital 179,218
Qualifying intangible assets --
Tier 1 capital (core capital) 179,218
Qualifying general valuation allowance ,825
Risk-based capital $ 192,043
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As of December 31, 2012
Minimum Required for Minimum Required to be

Actual Capital Adequacy Well Capitalized
Amount  Ratio Amount Ratio Amount Ratio
Total risk-based capital to risk-weighted asséts 192,043 19.0% 80,875 8% 101,094 >10%
Tier 1 capital to adjusted tangible assets 18,21 14.6% 49,045 24% 61,306 >5%
Tangible capital to tangible assets 179,218 .6%4 18,392 >21.5% -- --
Tier 1 capital to risk-weighted assets 179,218 7.7% -- -- 60,656 26%

Possible Changes to Capital Requirements

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

Limitations on Capital Distributions

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

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

Loans to One Borrower

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

Transactions with Affiliates

The Bank's authority to engage in transactions tdffiliates" is limited by FDIC regulations and I8ections 23A and
23B of the Federal Reserve Act as implemented byRéderal Reserve Board's Regulation W. The teffilidtes” for
these purposes generally means any company thablsoar is under common control with an institautioThe Company
and its non-savings institution subsidiaries wolbddaffiliates of the Bank. In general, transactiovith affiliates must be
on terms that are as favorable to the institutipc@mparable transactions with non-affiliates.adidition, certain types of
transactions are restricted to an aggregate pagerdf the institution's capital. Collateral in sffied amounts must be
provided by affiliates in order to receive loansnfr an institution. In addition, savings instituttoare prohibited from
lending to any affiliate that is engaged in aciistthat are not permissible for bank holding conigs and no savings
institution may purchase the securities of anyliafé other than a subsidiary. Federally insurednggs institutions are
subject, with certain exceptions, to certain restrns on extensions of credit to their parent lgdcompanies or other
affiliates, on investments in the stock or othecusities of affiliates and on the taking of suclocst or securities as
collateral from any borrower. In addition, thegstitutions are prohibited from engaging in cert@nin arrangements in
connection with any extension of credit or the jpdog of any property or service. An institutioreamed to be in
“troubled condition” must file a notice with the @Cand obtain its non-objection to any transactidthvan affiliate
(subject to certain exemptions).
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The Sarbanes-Oxley Act of 2002 ("Sarbanes¥Ddet") generally prohibits a company from makingahs to its
executive officers and directors. However, that@msitains a specific exception for loans by a dipsinstitution to its
executive officers and directors in compliance Wébteral banking laws. Under such laws, the Baauthority to extend
credit to executive officers, directors and 10%cktmlders ("insiders"), as well as entities whiclels person's control, is
limited. The law restricts both the individual aaggregate amount of loans the Bank may make tdersbased, in part,
on the Bank's capital position and requires cerBaiard approval procedures to be followed. Suemdomust be made on
terms substantially the same as those offered #ffiliated individuals and not involve more tharetihormal risk of
repayment. There is an exception for loans madsupnt to a benefit or compensation program thaidgly available to
all employees of the institution and does not gbreference to insiders over other employees. Tlaeeeadditional
restrictions applicable to loans to executive @fific

Federal Reserve System

The Federal Reserve Board requires that all degrgsihstitutions maintain reserves on transactioooants or non-
personal time deposits. These reserves may e ifotm of cash or non-interest-bearing deposith thie regional Federal
Reserve Bank. Negotiable order of withdrawal (“NQVsiccounts and other types of accounts that pepantments or
transfers to third parties fall within the defioiti of transaction accounts and are subject todberve requirements, as are
any non-personal time deposits at a savings baskof December 31, 2012, the Bank’s deposit with fiederal Reserve
Bank and vault cash exceeded its reserve requirtsmen

Community Reinvestment Act

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

Privacy Standards

The Bank is subject to OCC regulations implementirgprivacy protection provisions of the Gramm-tle8liley Act
(“Gramm-Leach”). These regulations require the Bémklisclose its privacy policy, including ideniifig with whom it
shares “non-public personal information,” to custesat the time of establishing the customer wtatiip and annually
thereafter. The regulations also require the B@anfrovide its customers with initial and annuatices that accurately
reflect its privacy policies and practices. In dibah, the Bank is required to provide its customeith the ability to “opt-
out” of having the Bank share their non-public paa information with unaffiliated third partiesfoee they can disclose
such information, subject to certain exceptionshe Bank is subject to regulatory guidelines esshblig standards for
safeguarding customer information. These regulationplement certain provisions of Gramm-Leach. Thedelines
describe the Agencies’ expectations for the creafimplementation and maintenance of an informasiecurity program,
which would include administrative, technical andysical safeguards appropriate to the size and ity of the
institution and the nature and scope of its a@tisit The standards set forth in the guidelinesiriended to ensure the
security and confidentiality of customer recordsl &mformation, protect against any anticipated d@tseor hazards to the
security or integrity of such records and protegaiast unauthorized access to or use of such reamréhformation that
could result in substantial harm or inconveniercarty customer.

Regulatory and Criminal Enforcement Provisions

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

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

Management continues to use FHLB advancegasiary source of short-term funding. FHLB advesare secured
by a blanket pledge agreement covering portiorte@foan and securities portfolio as collaterahpmrted by quarterly
reporting of eligible collateral to FHLB. FHLB bmwings are limited based upon a percentage oB#rk’s assets and
eligible collateral, as adjusted by collateral ililify and maintenance levels. Management corilyumonitors the
balance of eligible collateral relative to the ambof advances outstanding to determine the avlifiabf additional FHLB
advances. At December 31, 2012, the Bank hadhbliotrowing capacity at FHLB of $244.1 million,choutstanding
advances of $150.0 million. As an additional sewtliquidity, the Bank has $111.7 million of highiquid short term
U.S. Government sponsored agency securities poit$olio at December 31, 2012.

In accordance with the Consent Order with the O@itich is described more fully in Footnote 14, Retpry
Agreements, the Bank is required to meet and maistzecific capital levels. This requirement phits the Bank from
accepting, renewing, or rolling over any brokeregpasits. As of December 31, 2012, the Bank’s lnexkéeposits totaled
$10.0 million. The Bank believes it will have adate alternate funding sources available to reach deposits upon
their maturity.

Fluctuations in the level of interest ratgsi¢glly impact prepayments on mortgage loans andgage related
securities. During periods of falling rates, thpsepayments increase and a greater demand extistew loans. The
Bank’s ability to attract and retain customer désds partially impacted by area competition aydther alternative
investment sources that may be available to th&kBanustomers in various interest rate environmeManagement
believes that the Bank will retain most of its nmratg time deposits in the foreseeable future. Hmveany material
funding needs that may arise in the future carelasanably satisfied through the use of the Baniiegry and additional
liquidity sources, described above. Managemenoisurrently aware of any other trends, marketd@ns, or other
economic factors that could materially impact tt@Bs primary sources of funding or affect its fit@bility to meet
obligations as they come due. Although future gearto the level of market interest rates are taicgrmanagement
believes its sources of funding will continue taneen stable during upward and downward interest eatvironments

Item 3. Quantitative and Qualitative DisclosuresoAbMarket Risk

For a complete discussion of the Company’steesd liability management policies, as well asgbtential impact of
interest rate changes upon the market value o€tdmpany’s portfolio, see the “Asset/Liability Mamagent” section of the
Company’s Annual Report for the year ended Septedbe2012.

Management recognizes that there are certarketrisk factors present in the structure ofBhek’s financial assets
and liabilities. Since the Bank does not have natamounts of derivative securities, equity sé@s, or foreign currency
positions, interest rate risk (“IRR”") is the pringanarket risk that is inherent in the Bank’s pditfo On a quarterly basis,
the Bank monitors the estimate of changes thatdvpatentially occur to its net portfolio value (“NB of assets,
liabilities, and off-balance sheet items assumisgdden change in market interest rates. Managgmnesents a NPV
analysis to the Board of Directors each quarterMiBY policy limits are reviewed and approved. Ehkave been no
material changes in the market risk informationvided in the Annual Report for the year ended Saptr 30, 2012.
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Item 4. Controls and Procedures

Under the supervision and with the participaid our management, including our principal exeeuofficer and
principal financial officer, we conducted an evaion of our disclosure controls and proceduresuah term is defined in
Rules 13a-15(e) and 15d-15(e) under the SecustidsExchange Act of 1934. Based on this evaluationprincipal
executive officer and our principal financial officconcluded that our disclosure controls and ghoces were effective at
the end of the period covered by this quarterlyprepThere were no changes in the Company'’s iaterontrol over
financial reporting during the period covered big tluarterly report on Form 10-Q that have matkriffected or are
reasonably likely to materially affect our interwaintrol over financial reporting.
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PART Il - OTHER INFORMATION

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

Company.

Item 1A. Risk Factors

There were no material changes during theoddrom the risk factors previously discussed émitlA, “Risk Factors
in our Annual Report on Form 10-K for the year eh@eptember 30, 2012.

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

ltem 3.  Defaults Upon Senior Securities
None.

ltem 4.  Mine Safety Disclosures
None.

Iltem 5. Other Information
None.

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

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

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

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

Exhibit 101.INS — XBRL Instance Document

Exhibit 101.SCH — XBRL Taxonomy Extension Schemauent

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

Exhibit 101.PRE — XBRL Taxonomy Extension Preseotaekinkbase Document
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SIGNATURES

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

NASB Financial, Inc.
(Registrant)

February 11, 2013 By: /s/ David H. Hancock
David H. Hancock
Chairman and
Chief Executive Officer

February 11, 2013 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer
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EXHBIT 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANTO RULES 13a-14(a) OR 15d-14(a)
I, David Hancock, certify that:
1. I have reviewed this report on Form 10-Q of NBASinancial, Inc.;

2. Based on my knowledge, this report does notadony untrue statement of a material fact orténstate a material fact necessary
to make the statements made, in light of the cistantes under which such statements were madmisietding with respect to the
period covered by this report;

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

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

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

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

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

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

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

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

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

Date: February 11, 2013 By: /s/ David H. Hancock
David H. Hancock
Chairman and Chief Executive Officer

50



EXHBIT 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT O RULES 13a-14(a) OR 15d-14(a)
I, Rhonda Nyhus, certify that:
1. I have reviewed this report on Form 10-Q of NBASinancial, Inc.;

2. Based on my knowledge, this report does notadoany untrue statement of a material fact orténstate a material fact necessary
to make the statements made, in light of the cistantes under which such statements were madmisietding with respect to the
period covered by this report;

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

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

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

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

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

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

5. The registrant’s other certifying officer antldve disclosed, based on our most recent evafuatimternal control over financial
reporting, to the registrant’s auditors and theitacmnmittee of the registrant’s board of direct@spersons performing the equivalent
functions);

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

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

Date: February 11, 2013 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer

51



EXHBIT 32.1

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

In connection with the Quarterly Report of NASB &mgial, Inc. (the "Company") on Form 10-Q for thegipd ending
December 31, 2012, as filed with the SecuritiesExcthange Commission on the date hereof (the "R§parDavid H.
Hancock, Chief Executive Officer of the Companytifgthat, pursuant to 18 U.S.C. Section 1350adspted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002héoltest of my knowledge and belief:

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

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

February 11, 2013 By: /s/ David H. Hancock
David H. Hancock
Chairman and
Chief Executive Officer

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

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

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

In connection with the Quarterly Report of NASB &mgial, Inc. (the "Company") on Form 10-Q for thegipd ending
December 31, 2012, as filed with the SecuritiesBxcthange Commission on the date hereof (the "R§parRhonda
Nyhus, Chief Financial Officer of the Company, @fgrthat, pursuant to 18 U.S.C. Section 1350, aspéetl pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002héoltest of my knowledge and belief:

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

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

February 11, 2013 By: /s/ Rhonda Nyhus
Rhonda Nyhus
Vice President and Treasurer

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

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