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December 13, 2013

Dear Shareholder:

Fiscal 2013 Results:

The twelve months ended September 30, 2018 awery successful period for your company. Netime for the fiscal
year was $27.6 million, a 52.6% increase from ttevipus year. Without the after-tax impact of negaloan loss
provisions, we achieved a very satisfactory reanrassets of 1.8%. Return on equity of 12.0% waienged by our
17.1% capital ratio.

These results enabled us to increase our talak per share by 14.0%, to $24.85. Since 1990¢ompounded annual
return is 17.7%.

Fiscal 2014 and Beyond:

NASB faces multiple challenges as we attemiontinue the successes we have enjoyed oveastdyo years. While
your management would like to take a bow for tligdagains produced by our residential mortgagenessi, the truth is that
the historically low interest rates created by @asi government programs to stimulate our econonmg wéwuge contributor
to our success. Our mortgage managers positionéal take advantage of this environment, and abe tcommended for
their achievements.

Interest rates have increased somewhat, amougih still relatively low, the rise has had thiedicted negative impact on
mortgage volumes. All lenders are attempting ke tadvantage of increased housing activity, andewié expect to get our
share of this purchase mortgage business, it'ssiesy or as profitable as when there was a hhggeay by a large portion
of qualified borrowers to refinance their mortgateeshe historically low rates. NASB ranked amahg top 100 lenders
nationally in 2013; we still expect to be among tjeup in 2014, but in a smaller volume industry.

A second obstacle we face is the competittwidans on commercial properties. This has alvisen a large revenue
source for NASB, but we have been unwilling tosfgtborrowers’ demands for long-term fixed ratégelieve this is a
good choice for our potential customers who wislotd in these very low rates for extended peridmlg,NASB has elected
to limit the durations to which we would be obligatto fund over the next ten to twenty years. Aseguence of this
reluctance is that in a period when we have consie excess capital and can borrow at very aibacates, our
commercial real estate loan portfolio decreaseii@¥% during the past year. We intend to maintdimation discipline”
in the coming year.

| have had the pleasure of serving as NASBiaihan and CEO since 1990. In May, Paul Thomasemaded to my
position as CEO. Paul has served in various ctipacit NASB for the past twenty years, and ourdhdas complete
confidence that he will continue our successes.

As we enter 2014 with more capital, more eiqrae, and greater market knowledge than in anyiquie year, | am
confident that we will continue to ably serve obaeholders. Thank you for your continued support.

Sincerely,

David H. Hancock
Board Chairman
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2013 2012 2011 2010 2000 1990
(Dollars in thousands, except per share data)
For the year ended September 30:
Net interest income $ 42,693 49,479 52,166 ,888 35,838 7,983
Net interest spread 3.78% 1%3 4.28% 3.73% 3.71% 1.99%
Other income $ 62,735 53,295 24,474 ,588 9,409 2,774
General and administrative expenses ,1070 62,827 53,698 57,667 20,120 8,169
Net income (loss) 27,627 18,110 (16,268) 6,323 14,721 qB6
Basic earnings per share 3.51 2.30 (2.07) 0.80 1.66 (0.18)
Cash dividends paid - -- - 3,540 3,370 --
Dividend payout ratio - - -- 55.99% 22.89% -
At year end:
Assets $ 1,144,155 1,240,826 1,253,584 1,434,196 984,525 388,477
Loans, net 764,409 898,606 1,032,5681,220,886 914,012 180,348
Investment securities 296,203 28b,6 111,986 76,511 20,451 9,299
Customer and brokered deposit accounts 748,193 892,313 809,675 933,453 621,665 333,634
Stockholders’ equity 195,517 17850 150,378 167,762 83,661 718
Book value per share 24.85 21.80 19.11 21.32 9.84 1.83
Basic shares outstanding (in thousands) 7,868 7,868 7,868 7,868 8,500 9,148
Other Financial Data:
Return on average assets 2.32% %.45 (1.21)% 0.42% 1.63% .2M0%
Return on average equity 15.05% 11.25% (10.23)% 3.78% 18.12% (2.50)%
Stockholders’ equity to assets 17.09% 13.82% 12.00% 11.70% 8.50%  4.30%
Average shares outstanding (in thousands) 7,868 7,868 7,868 7,868 8,863 8,116
Selected year end information:
Stock price per share: Bid $ 27.43 24.85 10.00 15.90 14.50 1.03
Ask 27.88 24.99 10.07 16.79 15.50 1.13

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

fiscal year ended September 30, 1999.



Selected Consolidated Financial and Other Data

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

SUMMARY STATEMENT OF OPERATIONS 2013 2012 2011 2010 2009
Interest income $ 50,569 61,619 72,709 83,216 89,825
Interest expense 7,876 12,140 20,543 29,368 42,420
Net interest income 42,693 49,479 52,166 8443, 47,405
Provision for loan losses (9,600) 10,500 49,39430,500 11,250
Net interest income after provision for Idasses 52,293 38,979 2,772 23,348 36,155
Other income 62,735 53,295 24,474 43,580 40,494
General and administrative expenses 70,107 282,8 53,698 57,667 46,716
Income (loss) before income tax expense o4, 29,447 (26,452) 9,261 29,933
Income tax expense (benefit) 17,294 11,337 184, 2,938 11,224
Net income (loss) $ 27,627 18,110 (16,268) 6,323 18,709
Earnings (loss) per share:
Basic $ 3.51 2.30 (2.07) 0.80 2.38
Diluted 3.51 2.30 (2.07) 0.80 2.38
Average shares outstanding (in thousands) 7,8687,868 7,868 7,868 7,868
SUMMARY BALANCE SHEET 2013 2012 2011 2010 2009
Assets:
Bank deposits $ 3,477 5,656 995 9,669 60,771
Stock in Federal Home Loan Bank 7,679 7,073 538, 15,873 26,640
Securities 296,203 240,665 111,986 76,511 80,618
Loans receivable held for sale, net 69,079 8858, 115,434 179,845 81,367
Loans receivable held for investment, net 830, 734,772 917,134 1,041,041 1,238,995
Non-interest earning assets 72,387 88,826 44,48 111,257 71,171
Total assets $ 1,144,155 1,240,826 1,253,584 1,434,196 1,559,562
Liabilities:
Customer & brokered deposit accounts $748,193 892,313 809,675 933,453 904,625
Advances from Federal Home Loan Bank 155,000 7,000 247,000 286,000 441,026
Subordinated debentures 25,774 25,774 25,774 7725 25,774
Non-interest costing liabilities 19,671 24,236 20,757 21,207 21,749
Total liabilities 948,638 1,069,323 1,103%20 1,266,434 1,393,174
Stockholders’ equity 195,517 171,503 150,378 7,162 166,388
Total liabilities and stockholders’ equity $1,144,155 1,240,826 1,253,584 1,434,196 1,559,562
Book value per share $ 24.85 21.80 19.11 21.32 21.15
OTHER DATA 2013 2012 2011 2010 2009
Loans serviced for others $ 24,393 27,346 65,484 60,637 93,350
Number of full service branches 9 9 9 9 9
Number of employees (full-time equivalents) 463 425 384 398 367
Basic shares outstanding (in thousands) 7,868 ,8687 7,868 7,868 7,868



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

General

NASB Financial, Inc. (“the Company”) was fordhie April 1998 to become a unitary thrift holdiogmpany of North
American Savings Bank, F.S.B. (“the Bank” or “NoAmerican”). The Company’s principal businessoigtovide banking
services through the Bank. Specifically, the Bahtains savings and checking deposits from theipabld uses those
funds to originate and purchase real estate loati®ther loans. The Bank also purchases mortgagkebl securities
(“MBS") and other investment securities from tinoetime as conditions warrant. In addition to casto deposits, the Bank
obtains funds from the sale of loans held-for-stle,sale of securities available-for-sale, repayef existing mortgage
assets, and advances from the Federal Home Loan(B&ALB”). The Bank’s primary sources of incomeeanterest on
loans, MBS, and investment securities plus incammflending activities and customer service feespenses consist
primarily of interest payments on customer and breld deposits and other borrowings and generaadministrative costs.

The Bank operates nine deposit branch locstitmee residential loan origination offices, ame residential
construction loan origination office, primarily the greater Kansas City area. The Bank also gggetate commercial real
estate loan origination office at its headquariteiGrandview, Missouri. Consumer loans are al$eretl through the Bank’s
branch network. On July 21, 2011, supervisoryaasibility for the Company was transferred from @igice of Thrift
Supervision (the "OTS") to the Board of Governdrthe Federal Reserve System (“Federal ReservedBoarFRB"), as
required by the Dodd-Frank Wall Street Reform antsLimer Protection Act (the "Dodd-Frank Act"). Acdingly, the
Company is required to register and file reporthwhe Federal Reserve Board and is subject tdatgn and examination
by the Federal Reserve Board. In addition, theeRddReserve Board has enforcement authority deCobmpany, which
also permits the Federal Reserve Board to restriptohibit activities that are determined to preseserious risk to the
Bank. On July 21, 2011, supervisory responsibititythe Bank was transferred from the OTS to tlfiflc® of the
Comptroller of the Currency ("OCC"), as requiredtbg Dodd-Frank Act. Although the Bank remainsjsabto regulations
previously promulgated by the OTS, in general, ¢h@gulations are now enforced by the OCC. The&Bateposits are
insured up to applicable limits by the Deposit hagice Fund (“DIF”) of the Federal Deposit Insura@meporation
(“FDIC"). As insurer, the FDIC imposes depositurasnce premiums and is authorized to conduct exaioms of, and to
require reporting by, FDIC-insured institutionshelBank is also subject to the regulations of tR& Fwhich establishes
rules regarding reserves that must be maintainathsigcustomer deposits.

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 mayrgided in this
annual report to shareholders and in other commatinits by the Company, which are made in good fajths pursuant to
the “safe harbor” provisions of the Private SedéesitLitigation Reform Act of 1995.

These forward-looking statements include statgts about our beliefs, plans, objectives, geadgectations,
anticipations, estimates and intentions, that abgest to significant risks and uncertainties, anel subject to change based
on various factors, some of which are beyond 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, among others, could cause our financialgrernce to differ materially from the plans, objees, goals,
expectations, anticipations, estimates and intastexpressed in the forward-looking statements:

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

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

» the effects of, and changes in, foreign and govemtat policy; inflation, interest rate, market andnetary 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;

* acquisitions and dispositions;

» changes in consumer spending and saving habits;

e our success at managing the risks involved in asimess; 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 atlets.

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

Financial Condition
Total assets as of September 30, 2013, wele$2 million, a decrease of $96.7 million frone fbrior year-end.
Average interest-earning assets decreased $23i@mifibm the prior year to $1,102.4 million.

As the Bank originates loans each month, mamagt evaluates the existing market conditionsterdhine which loans
will be held in the Bank’s portfolio and which lcawill be sold in the secondary market. Residéntiartgage loans sold in
the secondary market are sold with servicing reléas converted into mortgage-backed securitiesB&V) and sold with
the servicing retained by the Bank. At the timeath loan commitment, a decision is made to eltbkt the loan for
investment, hold it for sale with servicing retainer hold it for sale with servicing released. ndgement monitors market
conditions to decide whether loans should be hetté portfolio or sold and if sold, which methddsale is appropriate.
During the year ended September 30, 2013, the Bagkated and purchased $1,820.8 million in maygkbans held for
sale, $178.2 million in mortgage loans held forastment, and $2.1 million in other loans. Thigltof $2,001.1 million in
loan originations was an increase of $61.3 milt@er the prior fiscal year.

Loans held for sale as of September 30, 2828 $69.1 million, a decrease of $94.8 milliomfr&eptember 30, 2012.
This portfolio consisted entirely of residential mgage loans originated by the Company’s mortgageimg division that
will be sold with servicing released. The Comphayg elected to carry loans held for sale at fdirejeas permitted under
Generally Accepted Accounting Principles (“GAAP”").

The balance of total loans held for investnareptember 30, 2013, was $715.7 million, a dsgref $50.9 million
from September 30, 2012. During fiscal 2013, totainations and purchases of mortgage loans #émet toans held for
investment were $180.3 million. At September 3.2 the gross balance of loans secured by regdlenbperties was
$365.2 million, compared to $331.3 million at Seper 30, 2012. The gross balance of loans sedyrédsiness
properties was $268.6 million at September 30, 20@Bpared to $321.6 million as of the previousysad. The gross
balance of construction and development loans Wassémillion at September 30, 2013, a decrease $bhd.7 million at
September 30, 2012. The weighted average rateccamians held for investment as of Septembe2303, was 5.29%, a
decrease from 5.78% at September 30, 2012.

Investment securities were $252.7 million BSeptember 30, 2013, an increase of $38.5 mifliom September 30,
2012. During fiscal year 2013, the Bank purchassmirrities of $88.4 million. There were no salesezurities available
for sale during the year ended September 30, 20h8.Bank purchased securities during fiscal 2@tigarily U.S.
government sponsored agency securities, to incitsaleel of highly liquid assets. The weightaetge rate earned on
investment securities as of September 30, 2013 1v8¥6, an increase from 1.60% at September 3@.201

Mortgage-backed securities were $43.5 milisrof September 30, 2013, an increase of $17.@millom the prior year
end. During fiscal 2013, the Bank purchased mgeegaacked securities held to maturity of $33.8imilland sold $10.8
million of such securities following a significadéterioration in the issuer’s creditworthiness.e dompany did not
purchase or sell any mortgage-backed securitigtablafor sale during the yeaithe weighted average rate earned on
mortgage-backed securities as of September 30, 233.56%, a decrease from 4.50% at Septemb@02Q,

The Company’s investment in LLCs was $16.3iamlat September 30, 2013, a decrease of $723t660September
30, 2012. The Company holds partnership inteiadtso limited liability companies, Central Plattoldings, LLC
(“Central Platte”) and NBH, LLC, which are both acnted for using the equity method. The primarsibess of Central
Platte is to develop residential lots in the SeBedges residential subdivision in Platte City, Bbsiri, for sale to area home
builders. Activity in the Seven Bridges subdivisinproved during fiscal 2013, as Central Platid 85 lots, compared to
12 lot sales in fiscal 2012 and 3 lot sales indif011. The primary business of NBH is to holet ground for future sale to
commercial developers. During fiscal 2012, the @any recorded a $200,000 impairment charge retatéd investment
in Central Platte after list prices of fully-devpka lots in the Seven Bridges subdivision were cedu Management
evaluates these investments for impairment eachaquaowever, there were no events during fis€dl®that would
indicate any additional impairment to the Comparigigestment in either Central Platte or NBH, LLChigh were $15.1
million and $1.4 million, respectively, at SeptemB6, 2013.



The following graphs summarize the Compangtaltassets as of September 30, 2013 and 2012:
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Total liabilities were $948.6 million at Septber 30, 2013, a decrease of $120.7 million froengtevious year. Average
interest-costing liabilities during fiscal year Z0rere $976.6 million, a decrease of $66.6 milfimm fiscal 2012.

Total customer deposit accounts at Septente2@®L3, were $748.2 million, a decrease of $1#4liBon from the prior
year-end. The total change in customer deposisscemprised of increases of $38.4 million in sasiagcounts, $28.9
million in money market demand accounts, and $hilfon in demand deposit accounts. These increasze offset by a
decrease of $202.3 million in certificates of depoShe Company held no brokered deposits at Sepee 30, 2013, a
decrease of $21.4 million from September 30, 2002e average interest rate on customer and brokimedsits at
September 30, 2013, was 0.50%, a decrease of 82gdmsts from the prior year-end. The averagatad of customer and
brokered deposits during fiscal 2013 was $822.H#anila decrease of $34.7 million from fiscal 2012.

Advances from the FHLB were $155.0 milliorSaptember 30, 2013, an increase of $28.0 milliomfthe prior fiscal
year-end. During fiscal year 2013, the Bank boed#80.0 million of new advances and made $52.lomibf repayments.
Management continues to use FHLB advances as apyriftnding source to provide operating liquiditydao fund the
origination of mortgage loans.

Subordinated debentures were $25.8 million as pfe®eber 30, 2013. Such debentures resulted frerssuance of
pooled Trust Preferred Securities through the Cawigavholly owned statutory trust, NASB Preferredidt | during fiscal
2007. The Trust used the proceeds from the offanrpurchase a like amount of the Company'’s subated debentures.
The debentures, which have a variable rate of 1.6886 the 3-month LIBOR and a 30-year term, arestiie assets of the
Trust. The debentures are callable, in whole quairt.

Total stockholders’ equity as of September28L3, was $195.5 million (17.1% of total assefBhis compares to $171.5
million (13.8% of total assets) at September 30,2200n a per share basis, stockholders’ equity$24s85 on September
30, 2013, compared to $21.80 on September 30, 2012.

The Company did not pay any cash dividendtststockholders during the year ended Septemhe2(BIB. In
accordance with an agreement, which is describe@ fadly in Footnote 25, Regulatory Agreements, @wmpany is
restricted from the payment of dividends or othegital distributions during the period of the agneat without prior
written consent from its primary regulator.

Net Interest Margin

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

During fiscal year 2013, average interestie@rassets exceeded average interest-costingtiediby $125.8 million,
which was 10.7% of average total assets. In figeal 2012, average interest-earning assets ext@sdeage interest-
costing liabilities by $82.4 million, which was 8@Bof average total assets.

The net interest spread (earning yield lessimg rate) for the fiscal year ended SeptembeRB03, was 3.78%, a
decrease of 53 basis points from the prior yedre fdet interest spread for the fiscal year end@deSwer 30, 2012, was
4.31%, an increase of 3 basis points from the pyéair



The table below presents the total dollar am@of interest income and expense on the indicatealints of average
interest-earning assets or interest-costing liddmlj with the average interest rates for the gearat the end of each year.
Average yields reflect yield reductions due to mmarual loans. Average balances and weighted gwefialds at year-end
include all accrual and non-accrual loans. Ddlaounts are expressed in thousands.

As of As of As of
Fiscal 2013 9/30/13 Fiscal 2012 9/30/12 FiQedl1 9/30/11
Average Yield/ Yield/ Average Yield/ Yield/ Average Yield/ Yield/
Balance Interest Rate Rate Balance Interest Rate Rate Balance Interest Rate Rate
Interest-earning assets:
Loans receivable $ 812,452 45,681 5.62% 5.19% $ 954,304 56,896 5.96% 5.36% $ 1,070,569 66,445 6.21% 5.91%
Mortgage-backed securities 21,824 605 2.77% 3.56% 33,455 1,723 5.15% 4.50% 44,098 2,281 517% 4.72%
Investments 252,101 4,260 1.69% 1.85% 120,612 2,987 2.48% 1.60% 67,624 3,975 5.88% 4.87%
Bank deposits 15,993 23 0.14% 0.05% 17,208 13  0.08% 0.01% 11,081 8 0.07%  0.01%
Total earning assets 1,102,37050,569  4.59% 4.31% 1,125,579 61,619 5.47% 4.61% 1,193,372 72,709 6.09%  5.79%
Non-earning assets 76,054 91,936 109,262
Total $ 1,178,424 $ 1,217,515 $ 1,302,634

Interest-costing liabilities:
Customer checking and
savings deposit accounts $ 336,386 1,440 0.43% 0.33% $ 269,166 1,283 0.48% 0.42% $ 209,737 1,052 0.50%  0.44%

Customer and brokered

certificates of deposit 485,764 3,907 0.80% 0.68% 587,659 7,868 1.34% 1.02% 674,655 14,169 2.10% 1.67%
FHLB advances 129,082 2,007 1.55% 1.16% 161,314 2,453 1.52% 1.64% 222,551 4,828 2.17% 1.03%
Subordinated debentures 25,000 504 2.02% 1.92% 25,000 536 2.14% 2.10% 25,000 494 1.98% 1.90%
Other borrowings 356 18 5.06% 5.00% - - --% --% - - --% --%

Total costing liabilities 976,588 7,876  0.81% 0.65% 1,043,139 12,140 1.16% 0.95% 1,131,943 20,543  1.81%  1.23%

Non-costing liabilities 16,062 14,871 14,903
Stockholders’ equity 185,774 159,505 155,788
Total $ 1,178,424 $ 1,217,515 $ 1,302,634

Net earnings balance $ 125,782 $ 82,440 $ 61,429
Earning yield less costing rate 3.78% 3.66% 4.31% 3.66% 4.28%  4.56%

Avg. interest-earning assets  $1,102,370 $ 1,125,579 $ 1,193,372

Net interest 42,693 49,479 52,166

Net yield spread on avg.

interest-earning assets 3.87% 4.40% 4.37%

The following tables set forth information eeding changes in interest income and interestresgaeFor each category of
interest-earning asset and interest-costing ligbilnformation is provided on changes attributable(1) changes in rates
(change in rate multiplied by the old volume), ¢Banges in volume (change in volume multipliedt®yold rate), and (3)
changes in rate and volume (change in rate mudtddy the change in volume). Average balancekjs/end rates used in
the preparation of this analysis come from the gdex table. Dollar amounts are expressed in thols

Year ended September 30, 2013
compared to
year ended September 30, 2012

Rate/
Rate Volume Volume Total

Components of interest income:

Loans receivable $ (3,245) (8,454) 484 (11,p15

Mortgage-backed securities (796) (599) 277 @11

Investments (953) 3,261 (1,035) 1,273

Bank deposits 10 (1) 1 10
Net change in interest income (4,984) (5,793) (273) (11,050)
Components of interest expense:

Customer and brokered deposit accounts (3,599) 371)( 166 (3,804)

FHLB advances 48 (490) 4) (446)

Subordinated debentures (30) -- 2) (32)

Other borrowings -- - 18 18
Net change in interest expense (3,581) (861) 178 2649
Decrease in net interest income $ (1,403) (4,932) (451) (6,786)




Year ended September 30, 2012
compared to
year ended September 30, 2011

Rate/
Rate Volume Volume Total

Components of interest income:

Loans receivable $ (2,676) (7,220) 347 (9,549)

Mortgage-backed securities 9) (550) 1 (558)

Investments (2,299) 3,116 (1,805) (988)

Bank deposits 1 4 - 5
Net change in interest income (4,983) (4,650) (1,457) (11,090)
Components of interest expense:

Customer and brokered deposit accounts (5,749) 474)( 153 (6,070)

FHLB advances (1,447) (1,329) 401 (2,375)

Subordinated debentures 40 -- 2 42
Net change in interest expense (7,156) (1,803) 556 (8,403)
Increase (decrease) in net interest income $ 2,173 (2,847) (2,013) (2,687)

Comparison of Years Ended September 30, 2013 and 22D
For the fiscal year ended September 30, 20&3Company had net income of $27.6 million, o5%3er share,
compared to a net income of $18.1 million, or $2080 share in the prior year.

Total interest income for the year ended Saper 30, 2013, was $50.6 million, a decrease ofdrillion from fiscal
year 2012. The average yield on interest-earnésgta decreased during fiscal 2013 to 4.59% frém9%.during fiscal
2012, which resulted in a decrease in interestimecof $5.0 million. The average balance of inteezsning assets
decreased from $1,125.6 million during fiscal 284 $1,102.4 million during fiscal 2013, resultinga decrease in interest
income of $5.8 million.

Interest income on loans decreased $11.2omitth $45.7 million in fiscal 2013, compared to $baillion during fiscal
2012. A decrease of $8.5 million resulted fromld %9 million decrease in the average balanceasfdmutstanding from
the prior year. Additionally, a decrease of $3ifiom resulted from a 34 basis point decreaséadverage yield on loans
outstanding during the fiscal year. The weightegrage rate on loans receivable at September 33, 2@s 5.19%, a 17
basis point decrease from September 30, 2012reBitancome on mortgage-backed securities decrekisédnillion to
$605,000 in fiscal 2013, compared to $1.7 milliamidg fiscal 2012. A decrease of $796,000 resuitech a 238 basis
point decrease in the average yield on mortgagkeubsecurities during the fiscal year. Additiopal decrease of
$599,000 resulted from an $11.6 million decreagbénaverage balance of such securities over theywar. These
decreases in interest income were partially ofiged $1.3 million increase in interest and dividémzbme on investment
securities, which was $4.3 million in fiscal 20t8mpared to $3.0 million during fiscal 2012. Awriease of $3.3 million,
which resulted from a $131.5 million increase ia #verage balance of investment securities oveuribe year, was
partially offset by a $953,000 decrease resultingifa 79 basis point decrease in the average greklich securities during
the fiscal year.

Total interest expense during the year endgrde®ber 30, 2013, decreased $4.3 million fronpti@ year.
Specifically, interest on customer and brokeredodémccounts decreased $3.8 million during fi€Hl3, resulting from a
$34.7 million decrease in the average balance atfilzasis point decrease in the average rate pesdich interest-costing
liabilities. Interest on FHLB advances decreas&B3000 resulting primarily from a $32.2 millionalease in the average
balance of FHLB advances from the prior year. Mgmaent continues to use FHLB advances as a pristamgce of short-
term financing.

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



The provision for losses on loans was $(9.@#)an during the year ended September 30, 2018)pared to $10.5
million during fiscal 2012. The allowance for loksses was $20.4 million or 2.85% of the totahlpartfolio held for
investment and approximately 64% of total nonaddnams as of September 30, 2013. This compartsami allowance for
loan losses of $31.8 million or 4.15% of the tdten portfolio held for investment and approximp4B% of the total
nonaccrual loans as of September 30, 2012.

The negative provision for loan loss recordadng fiscal 2013 was based upon the Bank’s ALLétmodology, which
contains both qualitative and quantitative factdgpecifically, activity during the fiscal year ledfted in quantitative factors
included the following:

* The Bank’s portfolio of loans held to maturity deased $50.9 million during fiscal 2013, to $715illiom. The
Bank’'s commercial real estate and constructionland development portfolios, which historically leaexperienced
higher credit losses than the Bank’s other podfldeclined $81.4 million from the prior year.

» The level of criticized loans (those classifiedspscial mention, substandard, or doubtful) deck&3e.4 million
during the fiscal year. Of this decline, $55.5limil related to loans within the Bank’s commercidl estate and
construction and land development portfolios.

* The Bank’s loss experience during the current figear was much better than the previous threesyeuring the year
ended September 30, 2013, the Bank recorded negesloffs of $1.8 million.

» The level of nonperforming loans decreased $43liomiduring fiscal 2013. Similar to the decreasgross loan
balances, this decline consisted almost entirelparis within the Bank’s commercial real estate emustruction and
land development portfolios.

In addition to the quantitative factors notdmbve, management observed the following qualiédaetors when
determining the appropriate level of the Bank’s ALat September 30, 2013:

e The housing market in the Kansas City metropoliteea, where the Bank’s construction and land devedémt lending
is concentrated, has shown renewed strength dtivengeriod. New building permits issued duringfir& nine months
of the 2013 calendar year were at their highesl Iswmce 2008.

» During the fiscal year, an independent third paetsiew was completed, which included approxima@8¢6 of the loans
within the Bank’s commercial real estate and cartsion and land development portfolios. This rewresulted in no
loan classification discrepancies, validating tffeativeness of the Bank’s internal asset revieocpss.

Management believes that the allowance f@ds®n loans and real estate owned is adequaté&aptember 30, 2013.
The provision can fluctuate based on changes in@o@ conditions, changes in the level of clasdifissets, changes in the
amount of loan charge-offs and recoveries, or ceaug other information available to managemerite process for
determining the amount of the ALLL includes vari@ssumptions and subjective judgments about thectability of the
loan portfolio, including the creditworthiness afrdorrowers and the value of real estate and @tbsets that serve as loan
collateral. In determining the appropriate amaafrithe ALLL, management relies on loan quality eavs, past experience,
an evaluation of economic conditions, and assetat@ns and appraisals, among other factors.

With regard to loan portfolio concentrationssaptember 30, 2013, loans secured by businepgipies made up 37% of
the Bank’s total loans receivable held for invesimand 32% of the allowance for loan losses wiasated to such loans.
This compares to 42% of total loans receivable 22% of the allowance at September 30, 2012. Ate®eiper 30, 2013,
loans secured by residential properties made up @@¥%ent of the Bank’s total loans receivable tietdnvestment, and
42% of the allowance for loan losses was alloctdeslich loans. This compares to 43% of total logansivable and 22% of
the allowance at September 30, 2012. At SepteBMe2013, construction and development loans madi of the
Bank’s total loans receivable held for investmani] 24% percent of the allowance for loan lossesallacated to such
loans. This compares to 12% of total loans reds#évand 52% of the allowance at September 30, 2012.
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Other income for fiscal year 2013 was $62.Ifiani, an increase of $9.4 million from the amoeatned in fiscal year
2012. Specifically, gain on sale of loans helddale increased $13.4 million from the prior yeae tb increased mortgage
banking volume and spreads. Provision for loseeahestate owned decreased $3.3 million due terfeleclines in the fair
value of properties within the Bank’s portfolio fofeclosed assets held for sale during fiscal 20&8in (loss) on sale of
securities held to maturity increased $289,0000aspared to the same period in the prior year, dinegpily to the sales of
two mortgage-backed securities held to maturityradufiscal 2013, after it was determined that thges a significant
deterioration in the issuer’s creditworthiness.indiss) on sale of securities available for sateeased $343,000 as
compared to the prior year, due to the fact thattethvere no sales of such securities during fid8aB. In addition, the
Company recorded a $200,000 impairment chargeecktatits investment in Central Platte HoldingsQ dluring fiscal
2012, resulting from a decrease in the sales pffifelly-developed lots in Central Platte’s resitleahdevelopment. These
fiscal 2013 increases were partially offset by &$fillion decrease in other income from the pyiear, due primarily to a
$5.5 million decrease in the effect of recording tiet fair value of certain loan-related commitrséntaccordance with
GAAP, a $1.4 million decrease in gains on the séleal estate owned, and a decrease in loan pregreypenalties. In
addition, customer service fees and charges dese®t70,000 during fiscal 2013, primarily due tordases in fee income
related to the origination of residential mortgémpms and overdraft service charges.

Total general and administrative expense$igoal 2013, were $70.1 million, an increase of3#7illion from the prior
year. Specifically, compensation and fringe beseficreased $3.6 million from the prior year duiengrily to the addition
of personnel in the Company'’s residential lendintgrnal asset review, compliance, information rextbgy, and loan
servicing departments. Commission-based mortgagkilbhg compensation increased $1.6 million duentmerease in
residential mortgage loan origination volume fraatél 2012. Advertising and business promotione@se increased
$712,000 from the prior year due primarily to acréase in advertising costs related to the morthag&ing operation.
Premises and equipment expense increased $45%,6i804l 2013, due to the addition of office spaased for the
Company’s mortgage banking and information techgyktaff and increased costs associated with battiviare and
software related to the Bank’s various informatsystems. Federal deposit insurance premiumsasete$356,000, due
primarily to an increase in premium rates fromphier year. In addition, other expenses incre&&8D,000 primarily due
to costs related to the increase in residentigiimation volume and costs incurred to move the Badisaster recovery site
during fiscal 2013.

Comparison of Years Ended September 30, 2012 and2D
For the fiscal year ended September 30, 20&2Company had net income of $18.1 million, o3®2%er share,
compared to a net loss of $16.3 million, or $(20&) share in the prior year.

Total interest income for the year ended Saper 30, 2012, was $61.6 million, a decrease ofdrillion from fiscal
year 2011. The average yield on interest-earnésgta decreased during fiscal 2012 to 5.47% fr@996.during fiscal
2011, which resulted in a decrease in interestimecof $5.0 million. The average balance of inteezsning assets
decreased from $1,193.4 million during fiscal 2@ $1,125.6 million during fiscal 2012, resultinga decrease in interest
income of $4.7 million.

Interest income on loans decreased $9.5 mitba$56.9 million in fiscal 2012, compared to $Bfillion during fiscal
2011. A decrease of $7.2 million resulted fromld&3 million decrease in the average balanceasfdmutstanding over
the prior year. Additionally, a decrease of $2ilfiom resulted from a 25 basis point decreasénadverage yield on loans
outstanding during the fiscal year. The weightegrage rate on loans receivable at September 3@, 2@as 5.36%, a 55
basis point decrease from September 30, 2011reBiteacome on mortgage-backed securities decrekEs21000 to $1.7
million in fiscal 2012, compared to $2.3 millionrihg fiscal 2011. This decrease primarily resufiemn a $10.6 million
decrease in the average balance of mortgage-baekedities from the prior year. Interest and divid income on
investment securities decreased $988,000 to $3li@min fiscal 2012, compared to $4.0 million dugifiscal 2011.
Although the average balance of investment seeariticreased $53.0 million from the prior years ihcrease was offset by
a 340 basis point decrease in the average yietdiom securities during the fiscal year. This digant decrease in the
average yield on investment securities resulteoh fitee Bank purchasing $183.1 million in investmsaturities during the
year, primarily lower-yielding U.S. government spored agency securities, to increase its levelgsfli liquid assets.

Total interest expense during the year endgde®ber 30, 2012, decreased $8.4 million fronpti@ year.
Specifically, interest on customer and brokeredodé@ccounts decreased $6.1 million during fi&Hl2, resulting
primarily from a 65 basis point decrease in therage rate paid on such interest-costing liabilitiegerest on FHLB
advances decreased $2.4 million during fiscal 204 2lecrease of approximately $1.3 million result@an a $61.2 million
decrease in the average balance of FHLB advanagstiow prior year. In addition, a decrease of axprately $1.4 million
resulted from a 65 basis point decrease in theagieerate paid on FHLB advances during the fiscat.ydanagement
continues to use FHLB advances as a primary safrskort-term financing.
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The Bank’s net interest income is impacteaignges in market interest rates, which have vaiedtly over time.
Changing interest rates also affect the level ahlprepayments and the demand for new loans. Mamagt monitors the
Bank’s net interest spreads (the difference betweslds received on assets and paid on liabilittes), although constrained
by market conditions, economic conditions, and priidinderwriting standards, it offers deposit rated loan rates that
maximize net interest income. Since the relatpread between financial assets and liabilitie®isstantly changing, North
American’s current net interest spread may notrbmdication of future net interest income.

The provision for losses on loans was $10J8aniduring the year ended September 30, 2012 peved to $49.4 million
during fiscal 2011. The allowance for loan lossas $31.8 million or 4.15% of the total loan politicheld for investment
and approximately 43% of total nonaccrual loanefé&&eptember 30, 2012. This compares with an alfme for loan losses
of $70.3 million or 7.12% of the total loan porifoheld for investment and approximately 170% ef thtal nonaccrual
loans as of September 30, 2011.

The Company recorded a provision for loandess $3.0 million during the quarter ended June2802, due primarily
to declines in the value of collateral securing angd land development loans that are collatenaéddent. The Company
recorded a provision for loan losses of $5.0 millduring the quarter ended March 31, 2012, dueaiiyto declines in the
value of collateral securing impaired loans thateollateral dependent. This increase in the Alddsulting from the
provision for loan loss, was offset by net charfe of $26.2 million during the three month periad, the Bank’s
elimination of the use of specific valuation allaweas. Prior to the quarter ended March 31, 20Easored impairments
were recorded as specific valuation allowancescanded as contra-assets to reduce a loan’s carmghue to fair value.
When the Bank adopted the Call Report, during tretgr ended March 31, 2012, the cumulative spee#iuation
allowance that were considered “confirmed lossesfencharged-off and netted against their respekdiases balances. For
collateral dependent loans that are deemed impar&mbnfirmed loss” is defined as the amount byohtihe loan’s
recorded investment exceeds the fair value ofdlisieral. If a loan is considered uncollectilileg entire balance is deemed
a “confirmed loss” and is fully charged-off. Them@pany recorded a provision for loan losses of $#lkon during the
three month period ended December 31, 2011, dowaply to increases in specific reserves relateidnfwaired commercial
real estate loans. This increase in the ALLL, itesyifrom the provision for loan loss, was offégtnet charge offs of $14.8
million during the period, which primarily resultéem the foreclosure or sale of certain impairetlateral dependent
commercial and land development loans which wenegbearried at the fair value of the collateral.

Management believes that the allowance fasds®n loans and real estate owned is adequaté&sSaptember 30, 2012.
The provision can fluctuate based on changes inao conditions, changes in the level of clasdifissets, changes in the
amount of loan charge-offs and recoveries, or ceaug other information available to managemerite process for
determining the amount of the ALLL includes vari@ssumptions and subjective judgments about thectability of the
loan portfolio, including the creditworthiness afrdborrowers and the value of real estate and @tbsets that serve as loan
collateral. In determining the appropriate amaafrthe ALLL, management relies on loan quality eavs, past experience,
an evaluation of economic conditions, and assefat@ns and appraisals, among other factors.

With regard to loan portfolio concentrationssaptember 30, 2012, loans secured by businepgipies made up 42% of
the Bank’s total loans receivable held for invesimand 22% of the allowance for loan losses wiasated to such loans.
This compares to 41% of total loans receivable % of the allowance at September 30, 2011. Ate®eiper 30, 2012,
loans secured by residential properties made up g&%ent of the Bank’s total loans receivable Hietdnvestment, and
22% of the allowance for loan losses was alloctdeslich loans. This compares to 33% of total lsansivable and 10% of
the allowance at September 30, 2011. At SepteBM®e2012, construction and development loans mpde2e6 of the
Bank’s total loans receivable held for investmani] 52% percent of the allowance for loan lossesallacated to such
loans. This compares to 16% of total loans reds#évand 60% of the allowance at September 30, 2011.
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Total other income for fiscal year 2012 wa8.85million, an increase of $24.5 million from tAmount earned in fiscal
year 2011. Specifically, gain on sale of loansliHel sale increased $19.5 million from the sanwéoplen the prior year due
primarily to increased mortgage banking volume smetads. Provision for loss on real estate oweededised $7.1 million
due primarily to a change in methodology for thiugtion of properties within the Bank’s land devmitent real estate
portfolio during the quarter ended March 31, 20Given the adverse economic environment and negatitiook in the
residential development real estate market, asastm31, 2011, the Company adopted a change inoaelitgy for the
valuation of its development real estate portfttiat applied downward “qualitative” adjustmentgtie real estate appraised
values for foreclosed development properties. Otieme increased $4.0 million, due to the effdatecording the net fair
value of certain loan-related commitments in acanog with GAAP, an increase in commercial loan gyegent penalties,
and a decrease in expensed related to foreclosetsd®ld for sale. There were no other-than-teanpampairments
recorded on investments in the Bank’s portfolidisgal 2012, which resulted in a $640,000 incraasgther income from
the prior year. These increases were partiallyedfby a $946,000 decrease in customer servicelteeprimarily to a
decrease in miscellaneous loan fees. This decmas@rimarily due to a significant increase inwéume of government
insured loans in the current period, which resulbiver fee income. Gain on sale of securitiegetsed $1.5 million from
the prior year, resulting from a decrease in tHeme of security sales during fiscal 2012. In &éddi the Company
recorded a $200,000 impairment charge related tovestment in Central Platte Holdings, LLC durfisgal 2012, resulting
from a decrease in the sales prices of fully-dguetblots in Central Platte’s residential developindhe Company
incorporated these lower prices into its interredbation model, which resulted in an additional &nment charge.

Total general and administrative expense$ioal 2012, was $62.8 million, an increase of $8iflion from the prior
year. Specifically, compensation and fringe beseficreased $2.7 million from the prior year do¢hte addition of
personnel in the Company’s information technolaggidential lending, internal asset review, accmgntand administrative
departments. Commission-based mortgage bankingeosation increased $3.6 million due to an incr@asesidential
mortgage loan origination volume from fiscal 20HHremises and equipment expense increased $702¢006he prior
year, primarily due to increased costs associatddmoving the Company’s mortgage banking operafiiom Overland
Park, Kansas to a new location in Kansas City, Miss Other expenses increased $1.6 million fresoal 2011, primarily
due to consulting and other expenses related todheersion of the Bank’s core processing systehiclwwas completed in
the quarter ended March 31, 2012, and other cektied to the increase in residential originatiolurne during the current
period. Federal deposit insurance premiums inexk&891,000 due to an increase in the rates peglifith insurance during
fiscal 2012.

Quantitative and Qualitative Disclosure About Market Risk

Management recognizes that there are certarkatrisk factors present in the structure ofBaek’s financial assets and
liabilities. Since the Bank does not have matexrabunts of derivative positions, equity securjt@sforeign currency
positions, other than its mortgage banking acésitinterest rate risk (“IRR”) is the primary markisk that is inherent in the
Bank’s portfolio.

The objective of the Bank’s IRR managementess is to maximize net interest income over agarfigpossible interest
rate paths. The monitoring of interest rate sesityiton both the interest-earning assets andrterést-costing liabilities are
key to effectively managing IRR. Management mamgan IRR policy, which outlines a methodology fieonitoring
interest rate risk. The Board of Directors revighis policy and approves changes on an annuas bBise IRR policy also
identifies the duties of the Bank’s Asset/Liabil®pmmittee (“ALCO”). Among other things, the ALO®responsible for
assessing and mitigating the Bank’s liquidity risignitoring anticipated weekly cash flows, estdbiig prices for the
Bank’s various products, and implementing straté@ie decisions.

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

(“NPV") of assets, liabilities, and off-balance shé&ems assuming a sudden change in market intetes. Management
presents a NPV analysis to the Board of Directachejuarter and NPV policy limits are reviewed apgroved.
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The following table is an interest rate sewijt analysis, which summarizes information caited by the Bank’s internal
model that estimates the changes in NPV of the Batktfolio of assets, liabilities, and off-balansheet items given a
range of assumed changes in market interest ratesse computations estimate the effect on the BaiRV of an
instantaneous and sustained change in marketsht@tes of plus and minus 300 basis points, asasghe Bank’s current
IRR policy limits on such estimated changes. Tdmputations of the estimated effects of interetst changes are based on
numerous assumptions, including a constant relshiipnbetween the levels of various market intera@sts and estimates of
prepayments of financial assets. The Bank’s modeipiled this information using data as of Septen®e 2013. The
model output data associated with the -200 and B28®s point scenarios was suppressed because i&l#tively low
current interest rate environment. Dollar amowanésexpressed in thousands.

NPV as % of PV of

Changes in assets
market Net Portfolio Value Board approved
interest rates  $ Amount $ Change % Change Actual minimum
+ 3% 199,245 (28,936) -13% 18.8% 10%
+ 2% 208,740 (19,442) - 9% 19.2% 10%
+ 1% 218,788 (9,394) -4% 19.6% 12%
no change 228,181 -- -- 19.9% 12%
- 1% 245,528 17,347 +8% 21.0% 12%
- 2% -- - - - 12%
- 3% -- - - - 12%

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

Impact of Inflation and Changing Prices

The consolidated financial statements andedldata presented have been prepared in accordéthcgccounting
principles generally accepted in the United Stafesmerica, which require the measurement of finalngosition and
operating results in terms of historical dollarshout considering changes in the relative purcliapower of money over
time due to inflation. Unlike most industrial coampes, most of the Bank’s assets and liabilitiesraonetary in nature.
Except for inflation’s impact on general and adrmsiirdtive expenses, interest rates have a mordisamtiimpact on the
Bank’s performance than do the effects of inflatittowever, the level of interest rates may beifgantly affected by the
potential changes in the monetary policies of tbar of Governors of the Federal Reserve Systean attempt to impact
inflation. Interest rates do not necessarily miovihe same direction or in the same magnitudéeptices of goods and
services.

Changing interest rates impact the demanddaer loans, which affect the value and profitabitfyNorth American’s
loan origination department. Rate fluctuationseisely affect the value of the Bank’s mortgage isérg portfolio because
of their impact on mortgage prepayments. Fallaitgs usually stimulate a demand for new loans, vriakes the mortgage
banking operation more valuable. However, this alscourages mortgage prepayments, which depletestue of
mortgage servicing rights. Rising rates genetadlye the opposite effect on these operations.pilndse in interest rates
could adversely impact the mortgage markets antktred of loans originated by the Bank’s mortgageking segment,
thereby reducing income derived from gains on Hie sf loans held for sale.

Impact of Current Economic Conditions

The recent protracted economic decline preskfimancial institutions with unprecedented cirstsamces and
challenges which in some cases resulted in largiénes in the fair values of investments and ots=ets,
constraints on liquidity and significant credit ¢jtyaproblems, including severe volatility in thaluation of real
estate and other collateral supporting loans. fiffaacial statements have been prepared using value
information currently available to the Company.

Given the volatility of recent economic coimlits, the values of assets and liabilities recotidgte financial statements
could change rapidly, resulting in material futadjustments in asset values, the allowance for llesses, and capital that
could negatively impact the Company’s ability togheegulatory capital requirements and maintaifigant liquidity.
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Liquidity and Capital Resources

The Bank maintains sufficient liquidity to ems safe and sound operations. North American taasa level of liquid
assets adequate to meet the requirements of nbanking activities, including the repayment of miatg debt and potential
deposit withdrawals. The Bank’s primary sourceBqfidity are cash and cash equivalents, the @aterepayment of loans,
the retention of existing or newly acquired retiposits, and FHLB advances. Additional sourcdsjofdity include the
sale of investment securities available for saeerse repurchase agreements, FRB advances, aacgthisition of deposits
through a nationwide internet listing service.

Management continues to use FHLB advancegasiary source of short-term funding. FHLB advesiare secured by
a blanket pledge agreement covering portions ofdaie and securities portfolio as collateral, supgbby 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 ity and maintenance levels. Management cordilyumonitors the balance
of eligible collateral relative to the amount ovadces outstanding to determine the availabilitgaditional FHLB
advances. At September 30, 2013, the Bank hathkbmrrowing capacity at FHLB of $224.6 milliomdoutstanding
advances of $155.0 million. As an additional sewtliquidity, the Bank has $100.9 million of highiquid short term
U.S. Government sponsored agency securities poit$olio at September 30, 2013.

In accordance with the Consent Order with the O@itich is described more fully in Footnote 25, Retpry
Agreements, the Bank is required to meet and maisfzecific capital levels. This requirement piots the Bank from
accepting, renewing, or rolling over any brokeregaksits.

Fluctuations in the level of interest ratgsi¢glly impact prepayments on mortgage loans andgage related securities.
During periods of falling rates, these prepaymémtsease and a greater demand exists for new |oEms.Bank’s ability to
attract and retain customer deposits is partiatlyacted by area competition and by other altereativestment sources that
may be available to the Bank’s customers in varioteyest rate environments. Management beligwatsthe Bank will
retain most of its maturing time deposits in theefgeable future. However, any material fundiredsehat may arise in the
future can be reasonably satisfied through theotifee Bank’s primary and additional liquidity sees, described above.
Management is not currently aware of any otherdsemarket conditions, or other economic factoas dould materially
impact the Bank’s primary sources of funding oeeffits future ability to meet obligations as tleyne due. Although
future changes to the level of market interestsrate uncertain, management believes its sourdesding will continue to
remain stable during upward and downward inteiggst environments.

Off Balance Sheet Arrangements and Contractual Obgjations

Various commitments and contingent liabilit¥gse in the normal course of business, whichateequired to be
recorded on the balance sheet. The most signifafahese are loan commitments and standby letfecsedit. The Bank
had outstanding commitments to originate mortgages for its portfolio and standby letters of ctredialing $23.2 million
and $646,000, respectively, at September 30, 201addition, the Bank had outstanding commitméntsriginate
mortgage loans totaling $177.6 million at Septen885r2013, which it had committed to sell to outsidvestors. Since
commitments may expire unused or be only partiadlgd, these totals do not necessarily reflectdutash requirements.
Management does not anticipate any material lessisig from commitments and contingent liabiliteasd believes that
there are no material commitments to extend cthditrepresent risk of an unusual nature.

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

The following table discloses payments du¢henCompany’s contractual obligations at SepterBbe2013:

Due in less Due from one Due from three Due amem
Total than one year to three years to five yearsthan five years
Advances from FHLB $ 155,000 55,000 75,000 25,000 --
Subordinated debentures 25,774 -- -- -- 25,774
Operating leases 3,792 1,225 1,723 844 --
Total contractual obligations $ 184,566 56,225 76,723 25,844 25,774
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Critical Accounting Policies

The Company has identified the accounting polibelsw as critical to the Company’s operations andrtderstanding
the Company’s consolidated financial statementdlowing is an explanation of the methods and aggions underlying
their application.

Allowance for Loan and Lease Losses

The Allowance for Loan and Lease Losses (“Al)Liecognizes the inherent risks associated witldileg 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 appropriateigians are made to maintain the ALLLs at adequatels. At any given
time, the ALLL should be sufficient to absorb adeall estimated credit losses on outstandingibekover the next twelve
months. While management uses information cuyexthilable to determine these allowances, theyfloatuate based on
changes in economic conditions and changes imfbemhation available to management. Also, regulagmencies review
the Bank’s allowances for loan loss as part ofrteeamination, and they may require the Bank togeize additional loss
provisions, within their regulatory filings, based the information available at the time of theiaminations.

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. The secmmponent is made up of general reserves fosldat are not
impaired. A loan becomes impaired when manageb&igves it will be unable to collect all principatd interest due
according to the contractual terms of the loancéaloan has been deemed impaired, the impainmesitbe measured by
comparing the recorded investment in the loan égpttesent value of the estimated future cash faimsounted at the loan’s
effective rate, or to the fair value of the loarsdd on the loan’s observable market price, oredair value of the collateral
if the loan is collateral dependent. Prior to glo@rter ended March 31, 2012, the Bank recordgrteific allowance equal
to the amount of measured impairment.

In July 2011, the Office of Thrift Supervisi¢fDTS”) merged with and into the Office of the Cotmgiler of the Currency
(“*OCC"), and the OCC became the Bank’s primary tagu. Beginning with the quarter ended March2&112, the Bank
was required to file a Consolidated Report of Ctiadiand Income (“Call Report”) instead of the goasly required Thrift
Financial Report (“TFR”). With the adoption of tlall Report, the Bank was required to discontinsieg specific
valuation allowances on loans deemed impaired. THi® had allowed any measured impairments to biéedaas specific
valuation allowances, whereas the Call Report reduany measured impairments that are deemed fooedi losses” to be
charged-off and netted from their respective loalamces. For impaired loans that are collaterpéddent, a “confirmed
loss” is generally the amount by which the loagsarded investment exceeds the fair value of itateval. If a loan is
considered uncollectible, the entire balance israba “confirmed loss” and is fully charged-offurihg the quarter ended
March 31, 2012, the Bank charged-off against ALhe aggregate “confirmed losses” that were carrgespacific valuation
allowances in prior periods, and netted them agéiesr respective loan balances for reporting pegs. This change had
no impact on net loans receivable as presentdtkindnsolidated balance sheet. In addition, tmésge did not materially
impact the analysis of ALLL, which is describednore detail in the following paragraph, as speaifituation allowances
were previously considered in the determinatiohisforical loss ratios.

Loans that are not impaired are evaluated baged the Bank’s historical loss experience, as agVarious 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 the following stilvge factors for each loan pool to estimate fulosses: changes in
lending policies and procedures, changes in ecanand business conditions, changes in the natdre@nme of the
portfolio, changes in management and other relestafit, changes in the volume and severity of gdastloans, changes in
the quality of the Bank’s loan review system, chesip the value of the underlying collateral follateral dependent loans,
changes in the level of lending concentrations, @rahges in other external factors such as corigretind legal and
regulatory requirements. Historical loss ratios atljusted accordingly, based upon the effectthigasubjective factors have
in estimated future losses. These adjusted rat®spplied to the balances of the loan pools terdéne the adequacy of
the ALLL each quarter. For purposes of calculatirgiorical loss ratios, specific valuation allowas established prior to
March 31, 2012, are considered charge-offs duhiegoeriods in which they are established.
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Valuation of Derivative Instruments

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

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

Valuation of Equity Method Investments

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

The Company evaluates its investments for impent, in accordance with ASC 323-10-35-32, wipchvides guidance
related to a loss in value of an equity method stwent. The Company utilizes a multi-faceted appiato measure the
potential impairment. The internal model utilizee following valuation methods: 1) liquidationappraised values
determined by an independent third party appra®an on-going business, or discounted cash floethod wherein the
cash flows are derived from the sale of fully-depeld lots, the development and sale of partiallyetiped lots, the
operation of the homeowner’s association, and #heevof raw land obtained from an independent tharty appraiser; and
3) another on-going business method, which utilthessame inputs as method 2, but presumes thafloass will first be
generated from the sale of raw ground and then flensale of fully-developed and partially-develdpats and the
operation of the homeowner’s association. Theatiaemodel also includes an on-going business ndetfterein the cash
flows are derived from the sale of fully-developets, the development and sale of partially-devetblots, the operation of
the homeowner’s association, and the developmehsale of lots from the property that is curremdy land. However,
management does not feel the results from this odepinovide a reliable indication of value becaumetime to “build-out”
the development exceeds 18 years. Because afrtteédiability the results from this method are giveezero weighting in
the final impairment analysis. The significantutpinclude raw land values, absorption rates todtes, and a market
discount rate. Management believes this multitett@pproach is reasonable given the highly subgeaature of the
assumptions and the differences in valuation tephes that are utilized within each approach (emgler 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 likelydour than the other. Therefore, the final estinmdtvalue is determined
by assigning an equal weight to the values derix@u each of the first three methods described abov

Valuation of Foreclosed Assets Held for Sale

Foreclosed assets held for sale are initr@ltyrded at fair value as of the date of forecledess any estimated selling
costs (the “new basis”) and are subsequently chatiehe lower of the new basis or fair value E=fing costs on the current
measurement date. When foreclosed assets areetaqmy excess of the loan balance over the neisw bathe foreclosed
asset is charged to the allowance for loan losSebsequent adjustments for estimated losses argethto operations when
the fair value declines to an amount less tharcéngy/ing value. The fair value of foreclosed as$etld for sale is monitored
by obtaining an updated opinion of value for eagteion an annual basis, or more frequently if ter@h deterioration in
market conditions has occurred. Costs and expeakded to major additions and improvements apétalized, while
maintenance and repairs that do not improve omelxtiee lives of the respective assets are expensed.
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NASB Financial, Inc. and Subsidiary
Consolidated Balance Sheets
September 30, September 30,

See accompanying notes to consolidated finanzitdments.
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2013 2012
ASSETS (Dollars in thousands)
Cash and cash equivalents 6,347 8,716
Securities available for sale, at fair value 252,696 214,190
Stock in Federal Home Loan Bank, at cost 7,679 7,073
Mortgage-backed securities:
Available for sale, at fair value 433 554
Held to maturity, at cost 43,074 25,921
Loans receivable:
Held for sale, at fair value 69,079 163,834
Held for investment, net 715,713 766,601
Allowance for loan losses (20,383) (31,829)
Accrued interest receivable 4,098 4,402
Foreclosed assets held for sale, net 11,252 17,040
Premises and equipment, net 12,033 11,637
Investment in LLCs 16,499 17,222
Deferred income tax asset, net 12,273 17,199
Other assets 13,362 18,266
1,144,155 1,240,826
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities:
Customer deposit accounts 748,193 870,946
Brokered deposit accounts -- 21,367
Advances from Federal Home Loan Bank 155,000 127,000
Subordinated debentures 25,774 25,774
Escrows 8,458 8,760
Income taxes payable 70 3,490
Accrued expenses and other liabilities 11,143 11,986
Total liabilities 948,638 1,069,323
Stockholders' equity:
Common stock of $0.15 par value: 20,000,000aiged; 9,857,112 shares
issued at September 30, 2013 and 2012 1,479 1,479
Additional paid-in capital 16,613 16,657
Retained earnings 217,143 189,516
Treasury stock, at cost; 1,989,498 sharesp@e8ier 30, 2013 and 2012 (38,418) (38,418)
Accumulated other comprehensive income (loss) (1,300) 2,269
Total stockholders' equity 195,517 171,503
1,144,155 1,240,826




NASB Financial, Inc. and Subsidiary

Consolidated Statements of Operations
Years Ended September 30,

2013 2012 2011
(Dollars in thousands, except share data)
Interest on loans receivable $ 45,681 56,896 66,445
Interest on mortgage-backed securities 605 1,723 2,281
Interest and dividends on securities 4,260 2,987 3,975
Other interest income 23 13 8
Total interest income 50,569 61,61¢ 72,70¢
Interest on customer and brokered deposit acsount 5,347 9,151 15,221
Interest on advances from Federal Home Loan Bank 2,007 2,453 4,828
Interest on subordinated debentures 504 536 494
Other interest expense 18 -- --
Total interest expense 7,876 12,14C 20,543
Net interest income 42,693 49,47¢ 52,16€
Provision for loan losses (9,600) 10,50C 49,394
Net interest income after provision for loasdes 52,293 38,97¢ 2,772
Other income (expense):
Loan servicing fees, net 102 132 (105)
Impairment recovery on mortgage servicing rights -- -- 67
Customer service fees and charges 5,114 5,584 6,530
Provision for loss on real estate owned (996) (4,265) (11,383)
Gain (loss) on sale of securities availablestde -- (343) 673
Gain (loss) on sale of securities held to maturi 257 (32) 411
Gain from loans receivable held for sale 62,142 48,791 29,279
Impairment loss on investment in LLCs -- (200) --
Impairment loss on securities -- -- (640)
Other income (expense) (3,884) 3,628 (358)
Total other income 62,735 53,295 24,474
General and administrative expenses:
Compensation and fringe benefits 25,996 22,375 19,670
Commission-based mortgage banking compensation 18,766 17,203 13,601
Premises and equipment 5,492 5,033 4,331
Advertising and business promotion 6,328 5,616 5,501
Federal deposit insurance premiums 2,385 2,028 1,638
Other 11,140 10,571 8,957
Total general and administrative expenses 70,107 62,827 53,69¢
Income (loss) before income tax expense 44,921 29,447 (26,452,
Income tax expense (benefit):
Current 10,134 11,198 (6,451)
Deferred 7,160 139 (3,733)
Total income tax expense (benefit) 17,294 11,337 (10,184)
Net income (loss) $ 27,627 18,11C (16,268
Basic earnings (loss) per share $ 3.51 2.30 (2.07)
Diluted earnings (loss) per share $ 3.51 2.30 (2.07)
Basic weighted average shares outstanding 7,867,61¢ 7,867,61¢ 7,867,61¢

See accompanying notes to consolidated financsdsients.

19



NASB Financial, Inc. and Subsidiary
Consolidated Statements of Comprehensive Income

Years ended September 30,

2013

2012

2011

(Dollars in thousands)

Net income (loss) $ 27,627

18,110

(16,268)

Other comprehensive income (loss):

Unrealized gain (loss) on available for saleusities,

net of income tax expense (benefit) of $(2)23%1,752

and $(717) at September 30, 2013, 2012 ahd,20

respectively (3,569)
Other-than-temporary loss recognized in earningsof

income tax benefit of $246 at September 82,12 --
Reclassification adjustment for (gain) lossuiEd in net

income, net of income tax (expense) benéfild2

and $(259) at September 30, 2012 and 201fectsely --

2,799

211

\
(1,145)

394

(414)

Change in unrealized gain (loss) on availabtesfde
securities, net of income tax expense (b®nefi
$(2,234), $1,884, and $(730) at SeptembeR303,
2012, and 2011, respectively (3,569)

3,010

(1,165)

Comprehensive income (loss) $ 24,058

21,120

(17,433)

See accompanying notes to condensed consolidai@ucial statements
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NASB Financial, Inc. and Subsidiary
Consolidated Statements of Cash Flows

Years ended September 30,

2013 2012 2011
Cash flows from operating activities: (Dollars in thousands)
Net income (loss) $ 27,627 18,11C (16,268
Adjustments to reconcile net income (loss) toaaesth
provided by (used in) operating activities:
Depreciation 1,429 1,663 1,603
Amortization and accretion, net 1,620 (348) 111
Deferred income tax expense (benefit) 7,160 139 (3,733)
(Gain) loss on sale of securities availablestle -- 343 (673)
(Gain) loss on sale of securities held to mgtur (257) 32 (4112)
Loss from investment in LLCs 731 257 126
Impairment loss on investment in LLCs -- 200 --
Impairment loss on investments -- -- 640
Impairment recovery on mortgage servicing gght -- -- (67)
Gain from loans receivable held for sale (62,142) (48,791) (29,279)
Provision for loan losses (9,600) 10,50C 49,394
Provision for loss on real estate owned 996 4,265 11,383
Origination of loans receivable held for sale (1,820,842) (1,849,564)  (1,599,313)
Sale of loans receivable held for sale 1,977,739 1,849,95¢ 1,693,00:
Stock based compensation — stock options (44) 5 49
Changes in:
Net fair value of loan-related commitments 3,079 (2,420) (381)
Accrued interest receivable 304 468 650
Accrued expenses, other liabilities, incomestaveceivable,
and income taxes payable (3,223) 9,492 390
Net cash provided by (used in) operatingvitts 124,577 (5,693) 107,223
Cash flows from investing activities:
Principal repayments of mortgage-backed secaritie
Held to maturity 5,943 12,297 15,852
Available for sale 107 153 186
Principal repayments of mortgage loans receivhabld for
investment 218,700 245,162 171,928
Principal repayments of other loans receivable 3,210 3,792 5,575
Principal repayments of investment securities:
Held to maturity -- -- 166
Available for sale 42,468 25,114 8,199
Loan origination - mortgage loans receivable tetd
investment (177,037) (85,750) (110,834)
Loan origination - other loans receivable (2,089) (3,516) (3,030)
Purchase of mortgage loans receivable held f@siment (1,203) (964) (1,219)
Proceeds from sale (purchaséfederal Home Loan Bank stock (606) 6,478 2,322
Purchase of mortgage-backed securities held tarina (33,762) -- (8,768)
Purchase of securities available for sale (88,431) (183,137) (81,282)
Proceeds from sale of mortgage-backed secuatiaable for sale -- -- --
Proceeds from sale of mortgage-backed secuhiéiesto maturity 10,800 859 --
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NASB Financial, Inc. and Subsidiary
Consolidated Statements of Cash Flows (continued)

Years ended September 30,

2013 2012 2011
Cash flows from investing activities (continued): (Dollars in thousands)
Proceeds from sale of securities available ft& sa -- 19,678 26,916
Proceeds from sale of securities held to maturity -- -- 1,491
Proceeds from sale of real estate owned 13,452 10,40¢€ 23,062
Purchases of premises, equipment and softwatre, ne (2,867) (2,877) (2,461)
Investment in LLC @) (5) Q)
Other 385 309 (450)
Net cash provided by (used in) investing\ditis (10,937) 47,999 47,653
Cash flows from financing activities:
Net (decrease) increase in customer and brokered
deposit accounts (144,129) 82,701 (123,812)
Proceeds from advances from Federal Home Loak Ban 80,000 27,00C 128,00(¢
Repayment of advances from Federal Home Loan Bank (52,000) (147,000) (167,000)
Change in escrows (302 (1,321) (1,067)
Proceeds from other borrowings 422 -- --
Net cash used in financing activities (116,009) (38,620) (163,879)
Net increase (decrease) in cash and cashagois (2,369) 3,686 (9,003)
Cash and cash equivalents at beginning of year 8,716 5,030 14,033
Cash and cash equivalents at end of year $ 6,347 8,716 5,030
Supplemental disclosure of cash flow information:
Cash paid for income taxes (net of refunds) 13,554 4,586 (2,823)
Cash paid for interest 7,469 12,01C 20,653
Supplemental schedule of non-cash investing arahéimg activities:
Conversion of loans receivable to real estateenl $ 10,113 18,66¢ 34,08t
Conversion of real estate owned to loans retdév 1,132 3,907 5,804

Transfer of securities from held to maturityateailable for sale

See accompanying notes to consolidated financ#sients.
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NASB Financial, Inc. and Subsidiary
Consolidated Statements of Stockholders' Equity

Accumulated

Additional other Total
Common paid-in Retained Treasurycomprehensivestockholders'
stock  capital earnings stock income (loss) equity
(Dollars in thousands)
Balance at October 1, 2010 $ 1,479 16,603 187,674 (38,418) 424 167,762
Comprehensive income (loss):
Net loss -- - (16,268 -- - (16,268
Other comprehensive income, net of tax
Unrealized loss on securities -- -- -- -- (1,165 (1,165)
Total comprehensive loss (17,433;
Stock based compensation -- 49 -- -- -- 49
Balance at September 30, 2011 $ 1,479 16,652 171,406 (38,418) (741 150,378
Comprehensive income:
Net income -- -- 18,11C -- -- 18,11C
Other comprehensive income, net of tax
Unrealized gain on securities -- -- -- -- 3,010 3,010
Total comprehensive income 21,12C
Stock based compensation -- 5 -- -- -- 5
Balance at September 30, 2012 $ 1,479 16,657 189,516 (38,418) 2,269 171,503
Comprehensive income:
Net income -- -- 27,627 -- -- 27,627
Other comprehensive income, net of tax
Unrealized loss on securities -- -- -- -- (3,569 (3,569)
Total comprehensive income 24,058
Stock based compensation -- (44) -- -- -- (44)
Balance at September 30, 2013 $ 1,479 16,613 217,143 (38,418) (1,300 195,517

See accompanying notes to consolidated financisdsients.
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(1) SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

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

Cash and Cash Equivalents

Cash and cash equivalents consist of caslaod plus interest-bearing deposits in the FedeoatéiLoan Bank of Des
Moines totaling $3.5 million and $5.7 million as®éptember 30, 2013 and 2012, respectively. THergeReserve Board
(“FRB") requires federally chartered savings battkenaintain non-interest-earning cash reservepettified levels against
their transaction accounts. Required reserveshmaayaintained in the form of vault cash, a nonregebearing account at a
Federal Reserve Bank, or a pass-through accoudefared by FRB. At September 30, 2013, the Bardsgrve
requirement was $4.1 million.

Securities and Mortgage-Backed Securities

Securities and mortgage-backed securitieslassified as held to maturity when the Companythagositive intent and
ability to hold the securities to maturity. Seties and mortgage-backed securities not classiféeldeld to maturity or
trading are classified as available for sale. ASeptember 30, 2013 and 2012, the Company hadseisadesignated as
trading. Securities and mortgage-backed secutigébto maturity are stated at cost. Securittesraortgage-backed
securities classified as available for sale arendsm at their fair values, with unrealized gaind dbsses, net of income
taxes, reported as accumulated other compreheimsivme or loss.

Premiums and discounts are recognized astauiuss to interest income over the life of the séies using a method
that approximates the level yield method. Gainksses on the disposition of securities are basetie specific
identification method. Securities are valued usirayket prices in an active market, if availabless frequently traded
securities are valued using industry standard nsogkich utilize various assumptions such as histébprices of the same
or similar securities, and observation of markétgs of securities of the same issuer, market pii¢same-sector issuers,
and fixed income indexes. Mortgage-backed seesrire valued by using industry standard modelshwdfilize various
inputs and assumptions such as historical pricbeéhmark securities, prepayment estimates, igae) aind year of
origination.

Management monitors the securities and moetdigked securities portfolios for impairment oroagoing basis. This
process involves monitoring market conditions atietorelevant information, including external ctaditings, to determine
whether or not a decline in value is other-thangerary. If management intends to sell an impag@eclrity or mortgage-
backed security, or if it is more likely than nbat management will be required to sell the imghgecurity prior to
recovery of its amortized cost basis, the Bank mgilognize a loss in earnings. If management doemtend to sell a debt
security or mortgage-backed security, or if it isrenlikely than not that management will not beuieed to sell the impaired
security prior to recovery of its amortized cosgardless of whether the security is classifiedvadlable for sale or held to
maturity, the Bank will recognize the credit compohof the loss in earnings and the remaining porith other
comprehensive income. The credit loss componeogrézed in earnings is the amount of principahdésws not expected
to be received over the remaining life of the sigurThe amount of other-than temporary-impairmiectuded in other
comprehensive income is amortized over the remgilifi@ of the security.

Loans Receivable Held for Sale

As the Bank originates loans each month, manageewatates the existing market conditions to deitgerwhich loans
will be held in the Bank’s portfolio and which lcawill be sold in the secondary market. Loans golthe secondary
market are sold with servicing released or condeirito mortgage-backed securities (“MBS”) and swith the servicing
retained by the Bank. At the time of each loan miment, a decision is made to either hold the lmannvestment, hold it
for sale with servicing retained, or hold it fotesavith servicing released. Management monitorsketaconditions to decide
whether loans should be held in the portfolio ddsmd if sold, which method of sale is appropriate

Loans held for sale are carried at fair val@ains or losses on such sales are recognized t@rspecific identification
method. The transfer of a loan receivable heldséde is accounted for as a sale when control theeasset has been
surrendered. The Bank issues various represemsadiod warranties and standard recourse proviassariated with the
sale of loans, which are described more fully iotFote 6.
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Loans Receivable Held for Investment, Net

Loans that management has the intent andyatalhold for the foreseeable future or until miyuor payoff are stated at
the amount of unpaid principal less an allowancddan losses, undisbursed loan funds and uneafisedunts and loan
fees, net of certain direct loan origination codt#erest on loans is credited to income as eaaneldaccrued only when it is
deemed collectible. Loans are placed on nonacstatis when, in the opinion of management, thdifokly collection of
principal or interest is in doubt. The accrualrgérest is discontinued when principal or integsyments become doubtful.
As a general rule, this occurs when the loan besarreety days past due. When a loan is placedoaatrual status,
previously accrued but unpaid interest is reveeggainst current income. Subsequent collectioreasii may be applied as
reductions to the principal balance, interest neans or recorded as income, depending on Bankgeament's assessment
of the ultimate collectability of the loan. Nonagal loans may be restored to accrual status whanipal and interest
become current and the full payment of principal arerest is expected.

A loan becomes impaired when management tedigwvill be unable to collect all principal andérest due according to
the contractual terms of the loan. A restructunfigebt is considered a TDR if, because of a d&bfimancial difficulty, a
creditor grants concessions that it would not otfer consider. Loans modified in troubled debtrteturings are also
considered impaired. Concessions granted in a @@ include a reduction in interest rate on ten| payment
extensions, forgiveness of principal, forbearancetber actions intended to maximize collectiomc®a loan has been
deemed impaired, the impairment must be measurettmparing the recorded investment in the loahéopresent value of
the estimated future cash flows discounted atdha's effective rate, or to the fair value of tban based on the loan’s
observable market price, or to the fair value efcbllateral if the loan is collateral dependddhless the loan is performing
prior to the restructure, TDRs are placed in nocraal status at the time of restructuring and maly be returned to
performing status after the borrower demonstraistamed repayment performance for a reasonabiedygenerally six
months.

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

Allowance for Loan Losses

The Bank considers a loan to be impaired whanagement believes it will be unable to collecpahcipal and interest
due according to the contractual terms of the Id&a.loan is impaired, the Bank records a lodsation equal to the excess
of the loan’s carrying value over the present valiighe estimated future cash flows discountedhatdan’s initial effective
rate, or the loan’s observable market price, offdirevalue of the collateral if the loan is codledl dependent. One-to-four
family residential loans and consumer loans arkectively evaluated for impairment. Loans on resitial properties with
greater than four units, on construction and deymkent and commercial properties are evaluatechipairment on a loan
by loan basis. The allowance for loan lossesdeeimsed by charges to income and decreased byeebtisgnet of
recoveries). Management’s periodic evaluatiorhefadequacy of the allowance is based on the Baalssloan loss
experience, known and inherent losses in the gartfand various subjective factors such as econ@nd business
conditions. Assessing the adequacy of the alloedmoicloan losses is inherently subjective asquies making material
estimates, including the amount and timing of fetaash flows expected to be received on impairaddahat may be
susceptible to significant change. In managementision, the allowance, when taken as a wholadegjuate to absorb
reasonable estimated loan losses inherent in thk'’8an portfolio.

Foreclosed Assets Held for Sale

Foreclosed assets held for sale are initigitprded at fair value as of the date of foreclesess any estimated selling
costs (the “new basis”) and are subsequently chati¢he lower of the new basis or fair value Eefing costs on the current
measurement date. When foreclosed assets aragedtamy excess of the loan balance over the neiw bathe foreclosed
asset is charged to the allowance for loan losSedsequent adjustments for estimated losses argezhto operations when
the fair value declines to an amount less tharténging value. Costs and expenses related torradgitions and
improvements are capitalized, while maintenancerapdirs that do not improve or extend the livethefrespective assets
are expensed. Applicable gains and losses orathefreal estate owned are realized when the ssdisposed of,
depending on the adequacy of the down payment el cequirements.

Premises and Equipment

Premises and equipment are recorded at esstaccumulated depreciation. Depreciation of {gesrand equipment is
provided over the estimated useful lives (from ¢hie forty years for buildings and improvements &odh three to ten years
for furniture, fixtures, and equipment) of the resfive assets using the straight-line method. Masnce and repairs are
charged to expense. Major renewals and improvesyaptcapitalized. Gains and losses on dispositios credited or
charged to earnings as incurred.
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Investment in LLCs

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

Goodwill

The Company has goodwill of $1.8 million ap&enber 30, 2013 and 2012. This asset, whichtezsfdlom the Bank’s
acquisition of CBES Bancorp, Inc. in fiscal 200&anassigned to the banking segment of the busihesscordance with
GAAP, the Company tests its goodwill for impairmannually, or more frequently if events indicataettthe asset might be
impaired. The first step of the goodwill impairmésst compares the fair value of a reporting segmiéth its carrying
amount, including goodwill. If the carrying valoéa reporting unit exceeds its fair value, a selcstep of the goodwill
impairment test is required, which compares thdigddair value of reporting unit goodwill to itarrying value. The
implied fair value is determined in the same marasethe amount of goodwill recognized in a busimessbination is
determined. At September 30, 2013 and 2012, thep@ay’s stock price was in excess of its book valeieshare; thus, the
Company did not perform the second step of the gilbiehpairment test as of that date.

Stock Options

The Company has a stock-based employee compengédiomvhich is described more fully in Footnote $#ck Option
Plan. The Company recognizes compensation costlogdive-year service period for its stock optemmards. Stock based
compensation related to stock options totaled $@B), $5,000 and $49,000 during the years endetéSder 30, 2013,
2012 and 2011, respectively.

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

The Company provides for income taxes usiegattset/liability method. Deferred income taxesracognized for the
tax consequences of temporary differences betweefirtancial statement carrying amounts and thdéees of existing
assets and liabilities.

The Bank’s bad debt deduction for the yeadedrSeptember 30, 2013, 2012 and 2011, was basibe specific charge
off method. The percentage method for additiorthéotax bad debt reserve was used prior to thalfiear ended
September 30, 1997. Under the current tax rulaskB are required to recapture their accumulatetdd debt reserve,
except for the portion that was established poat988, the “base-year.” The recapture of the &xceserve was completed
over a six-year phase-in-period that began witHigdoal year ended September 30, 1999. A defénmaime tax liability is
required to the extent the tax bad debt reserveasiscthe 1988 base year amount. Retained eaingigde approximately
$3.7 million representing such bad debt reserveviich no deferred taxes have been provided. ibiging the Bank’s
capital in the form of stock redemptions caused®hek to recapture a significant amount of its babt reserve prior to the
phase-in period.

Derivative Instruments

The Bank regularly enters into commitments to oiéde and sell loans held for sale. Certain comenitshare considered
derivative instruments under GAAP, which requites Bank to recognize all derivative instrumentthi; balance sheet and
to measure those instruments at fair value. ASepitember 30, 2013 and 2012, the fair value of telated commitments
resulted in a net asset of $1.0 million and $4.lliani respectively.

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

Earnings Per Share

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

Year Ended September 30,

2013 2012 2011

Net income (loss) $ 27,627 18,110 (16,268)
Average common shares outstanding 7,867,614 7,867,614 7,867,614
Average common share stock options outstanding -- -- --
Average diluted common shares 7,867,614 7,867,614 7,867,614
Earnings per share:

Basic earnings (loss) per share $ 3.51 2.30 (2.07)

Diluted earnings (loss) per share 3.51 230 2.00

At September 30, 2013 and 2012, options tahmse 41,138 and 47,538 shares of the Companyls w&re outstanding.
These options were not included in the calculatibdiluted earnings (loss) per share because thieropxercise price was
greater than the average market price of the conshares for the period, thus making the optionsdiluttive.

Recently Issued Accounting Standards

In April 2011, the Financial Accounting StandardsalBd (“FASB”) issued Accounting Standards Upda#eSt”) No.
2011-02, which clarifies the guidance on how ci@dievaluate whether a restructuring of debt gealéis a TDR.
Examples of restructurings include an extensioa lofan’s maturity date, a reduction in the interast, forgiveness of a
debt’s face amount and/or accrued interest, arefexrdl or decrease in payments for a period of tifihe amendments
clarify the definition of a TDR in ASC 310-40, whiprovides that a debt restructuring is consider@®R if the creditor,
for economic or legal reasons related to the baertaxfinancial difficulties, grants a concessiorthe borrower that it would
not otherwise consider. The framework for evah@t restructuring requires that a creditor deteenifi both of the
following conditions are met: 1) the borrower iperiencing financial difficulties, and 2) the mestturing includes a
concession by the creditor to the borrower. Fdilipicompanies, this standard was effective forfits interim or annual
period beginning on or after June 15, 2011. The@any early adopted the ASU in its second fiscartgu, as permitted by
the standard. As a result of adopting the amentBrirrASU 2011-02, the Company reassessed aluatgtings that
occurred on or after October 1, 2010, the beginniritpe prior fiscal year, for identification as RS. The Company
identified as TDRs certain receivables for which #iiowance for credit losses had previously beeagured under a
general allowance for credit losses methodologgoruidentifying those receivables as TDRs, the Camgpdentified them
as impaired under the guidance in ASC 310-10-3% dmendments in ASU 2011-02 require prospectipécgtion of
impairment measured in accordance with the guidahée&sC 310-10-35 for the receivables that are gedéntified as
impaired. The early adoption of the ASU resulted isignificant increase in the number of loaniwitts construction and
development portfolios that are considered TDRslattla substantially material impact on the Comjsafiiyancial
statements for the period ended March 31, 201IMatch 31, 2011, the period of adoption, the reedrishvestment in
receivables for which the allowance for credit &sswvas previously measured under a general allev@ancredit losses
methodology and are now impaired under ASC 31088+8s $28.1 million, and the resulting allowancedeedit losses
associated with those receivables, on the basisafrent evaluation of loss, was $8.0 million.atfdition, the Company
identified loans with a recorded investment of $®illion which were previously deemed impaired unite guidance in
ASC 310-10-35, but were not considered TDRs. Aesalt of adopting the amendments in ASU 201140&se loans were
identified as TDRs and the resulting increase énalowance for credit losses associated with theseivables, on the basis
of a current evaluation of loss, was $3.3 millidrhis increase in estimated loss was due to thepaosis adoption of a
change in methodology for valuing its real estaeetbpment portfolio, given the current adverseneoaic environment,
during the quarter ended March 31, 2011.

In December 2011, the FASB issued ASU No. 201lwhich requires an entity to disclose both grossrimiation and
net information about instruments and transactaigsble for offset in the statement of financialgition and instruments
and transactions subject to an agreement similamaster netting agreement. This additional d&ok is intended to
provide greater transparency of the effect or paikaffect of rights of offset associated with teém financial instruments
and derivative instruments. This standard is &ffedor fiscal years, and interim periods withirose years, beginning on or
after January 1, 2013. The amendments withinupdate are to be applied retrospectively for athparative periods
presented. Management does not anticipate thiathilsestandard will have a material impact on@wmpany’s
consolidated financial statements.
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In January 2013, the FASB issued ASU No. 2013-04rif@ing the Scope of Disclosures about Offsettikagets and
Liabilities, which clarifies the scope of the regquments ASU 2011-11. This standard is effectivdifzal years beginning
on or after January 1, 2013. The amendments wiktlisnupdate are to be applied retrospectivelyafbcomparative periods
presented. Management does not anticipate thiathilssstandard will have a material impact on@wmpany’s
consolidated financial statements.

In February 2013, the FASB issued ASU No. 2023Comprehensive Income (Topic 220): Reportingimounts
Reclassified Out of Accumulated Other ComprehenBigeme, to improve the transparency of reportedassification out
of accumulated other comprehensive income. Thegtemndard is effective for fiscal years beginniftgraDecember 15,
2012, including interim periods within those yeai$he amendments should be prospectively applidtk amendments do
not change the current requirement for reportirtgm@me or other comprehensive income. The amentswequire an
organization to present on the face of the findrsta&tements, or in the footnotes, the effectshenine items of net income
of significant amounts reclassified out of accurtedeother comprehensive income if the item redi@ssis required to be
reclassified to net income in its entirety in tlaeng reporting period. Additionally, for other amtsithat are not required to
be reclassified in their entirety to net incoméha same reporting period, an entity is requirecrtss-reference other
disclosures required to provide additional detadut those amounts. Management does not believe¢hé adoption of this
standard will have a material impact on the Com{zmognsolidated financial statements.

Use of Estimates

The preparation of financial statements iroadance with GAAP requires management to make agtsrand
assumptions that affect the amounts of assetsialitities, the disclosure of contingent assets leaidlities, and the
reported amounts of revenues and expenses dugngplorted periods. Estimates were used to esltidbks reserves for
both loans and foreclosed assets, accruals forre@urse provisions, and fair values of finaniatruments, among other
items. Actual results could differ from those ewttes.

Reclassifications
Certain amounts for 2012 and 2011 have been réfdasto conform to the current year presentation.

(2) SECURITIES AVAILABLE FOR SALE

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

September 30, 2013

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Corporate debt securities $ 67,320 2,482 692 69,110
U.S. government sponsored agency securities 7,088 322 4,245 183,164
Municipal securities 422 -- -- 422
Total $ 254,829 2,804 4,937 252,696
September 30, 2012
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 2,536 624 4 153,166
Municipal securities 6 -- -- 6
Total $ 210,535 3,659 4 214,190

There were no sales of securities availablasdte during the year ended September 30, 2018ingthe year ended
September 30, 2012, the Company realized gross gai227,000 and gross losses of $570,000 oretken$ securities
available for sale. During the year ended Septe®®e2011, the Company realized gross gains 08 ®®D and no gross
losses on the sale of securities available for. sale
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The following table presents a summary offtievalue and gross unrealized losses of thoserges available for sale
which had unrealized losses at September 30, 2Db8ar 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
Corporate debt securities $ 15,896 692 -- --
U.S. government sponsored agency securities ,3473 3,045 18,800 1,200
Total $ 89,243 3,737 $ 18,800 1,200

Management monitors the securities portfaioifnpairment on an ongoing basis. This procegsli@s monitoring
market conditions and other relevant informatiog)uding external credit ratings, to determine akeetor not a decline in
value is other-than-temporary. There are no seesiavailable for sale at September 30, 2013yfoch the Company has
taken an other-than-temporary impairment loss thinoearnings. During the quarter ended Septemhe2®0, the Bank
was notified that one holding in its trust prefersecurities portfolio was being called in Octobét1, prior to its original
call date. Management determined that the secwssyother-than-temporarily impaired at Septemioe2811, and
recognized a $640,000 impairment loss in earnifidgere were no other securities held at Septentye2@®L2 and 2011, for

which the Company had taken an other-than-tempangpgirment loss through earnings.

The scheduled maturities of securities aviglédr sale at September 30, 2013, are presentixd ifollowing table.

Dollar amounts are expressed in thousands.

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value

Due in less than one year $ 60,720 178 -- 60,898
Due from one to five years 105,806 2,626 126 108,306
Due from five to ten years 11,895 -- 586 11,309
Due after ten years 76,408 -- 4,225 72,183
Total $ 254,829 2,804 4,937 252,696

The principal balances of securities availdbtesale that are pledged to secure certain dfdigs of the Bank as of

September 30 are as follows. Dollar amounts apeessed in thousands.

September 30, 2013

Gross

losses

unrealized unrealized

Estimated
fair
value

3,018

September 30, 2012

Gross

losses

unrealized unrealized

Estimated
fair
value

Gross
Amortized
cost gains
FRB advance commitments $ 3,000 18
Gross
Amortized
cost gains
FRB advance commitments $ 3,037 95

3,132
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(3) SECURITIES HELD TO MATURITY

There were no securities held to maturityegit8mber 30, 2013 and 2012.

During the year ended September 30, 2011B#mk recognized a gain of $411,000 on the sale@fsset backed
security which was classified as held to maturitye security, which was secured by a pool of tpusferred securities

issued by various banks, had an amortized cost df §illion at the time of sale. The decision waade to sell the security
after it was determined that there was signifigierioration in the issuer’s creditworthiness.

(4) MORTGAGE-BACKED SECURITIES AVAILABLE FOR SALE

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

September 30, 2013

Gross Gross Estimated
Amortized  unrealized unrealized fair
cost gains losses value
Pass-through certificates guaranteed by GNMiked rate  $ 68 2 -- 70
Pass-through certificates guaranteed by FNMA —
adjustable rate 119 7 -- 126
FHLMC participation certificates:
Fixed rate 122 5 - 127
Adjustable rate 105 5 -- 110
Total $ 414 19 - 433
\
September 30, 2012
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 years ended &#pde 30, 2013, 2012 and
2011.

The scheduled maturities of mortgage-backedriees available for sale at September 30, 2ai8presented 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 $ 122 5 -- 127
Due after ten years 292 14 -- 306
Total $ 414 19 - 433
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Actual maturities of mortgage-backed secigitigailable for sale may differ from scheduled mitias depending on the
repayment characteristics and experience of thenlyidg financial instruments, on which borrowees/a the right to

prepay certain obligations.

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

September 30, 2013

Customer deposit accounts

Customer deposit accounts

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
$ 65 3 -- 68
September 30, 2012
Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
$ 393 26 -- 419

(5) MORTGAGE-BACKED SECURITIES HELD TO MATURITY

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

thousands.

FHLMC participation certificates:

Fixed rate
FNMA pass-through certificates:

Fixed rate
Balloon maturity and adjustable rate

Collateralized mortgage obligations
Total

FHLMC participation certificates:

Fixed rate
FNMA pass-through certificates:

Fixed rate
Balloon maturity and adjustable rate

Collateralized mortgage obligations
Total

September 30, 2013

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
$ 30 2 -- 32
1 -- -- 1
14 -- -- 14
43,029 94 27 3,086
$ 43,074 96 27 43,143
September 30, 2012
Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
$ 37 3 -- 40
3 -- -- 3
24 1 -- 25
25,857 390 198 26,049
$ 25921 394 198 26,117
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During the year ended September 30, 2013B#mk recognized a gain of $295,000 and a loss 8f0k® on the sale of
two mortgage backed securities which were claskdieheld to maturity. The securities had a coetbamortized cost of
$10.5 million at the time of sale. During fisc&l12, the Bank recognized a loss of $32,000 ondhleaf a mortgage backed
security which was classified as held to maturithe security had an amortized cost of $891,0@Beatime of sale. The
decision was made to sell these securities afteastdetermined that there was significant detation in the issuer’s
creditworthiness. All dispositions of mortgage-ked securities held to maturity during fiscal 2@tdre the result of
maturities.

The following tables present a summary offttievalue and gross unrealized losses of thoseégage-backed securities
held to maturity which had unrealized losses at&aper 30, 2013. Dollar amounts are expressedtbmsands.

Less Than 12 Months 12 Months or Longer
Estimated Gross Estimated Gross
Fair unrealized Fair unrealized
Value losses Value losses
Collateralized mortgage obligations $ 3,255 27 $ -- --

Management monitors the securities portfaioifnpairment on an ongoing basis by evaluatingketaconditions and
other relevant information, including external Gtedtings, to determine whether or not a declmgalue is other-than-
temporary. When the fair value of a security ssléhan its amortized cost, an other-than-temponapgirment is
considered to have occurred if the present valiexpécted cash flows is not sufficient to recoheréntire amortized cost,
or if the Company intends to, or will be required gell the security prior to the recovery of itsatized cost. The
unrealized losses at September 30, 2013, are piyrtfae result of changes in market yields from tinee of purchase.
Management generally views changes in fair valused by changes in interest rates as temporargddition, all
scheduled payments for securities with unrealipsdds at September 30, 2013, have been made,ismadhiicipated that the
entire principal balance of such securities willdo#lected.

The scheduled maturities of mortgage-backedriées held to maturity at September 30, 2018,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 $ 689 2 18 673
Due from five to ten years 23 1 -- 24
Due after ten years 42,362 93 9 42,446
Total $ 43,074 96 27 43,143

Actual maturities of mortgage-backed secwsitield to maturity may differ from scheduled matesi depending on the
repayment characteristics and experience of thenlyidg financial instruments, on which borrowees/a the right to
prepay certain obligations.

The principal balances of mortgage-backedritéesiheld to maturity that are pledged to se@amwain obligations of the
Bank as of September 30 are as follows. Dollarut®are expressed in thousands.

September 30, 2013

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
FRB advance commitments $ 4,772 65 -- 4,837
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September 30, 2012

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
Customer deposit accounts $ 19 1 -- 20
FRB advance commitments 6,216 56 -- 6,272
Total $ 6,235 57 -- 6,292

(6) LOANS RECEIVABLE

The Bank has traditionally concentrated itgliag activities on mortgage loans secured by eggidl and business
property and, to a lesser extent, development hgndResidential mortgage loans have either long-fexed or adjustable
rates. The Bank also has a portfolio of mortgages$ that are secured by multifamily, constructaayvelopment, and
commercial real estate properties. The remainarf@f North American’s loan portfolio consistsrain-mortgage
commercial and installment loans.

The following table presents the Bank’s tétans receivable at September 30. Dollar amoustex@ressed in
thousands.

HELD FOR INVESTMENT 2013 2012
Mortgage loans:
Permanent loans on:

Residential properties $865,248 331,310
Business properties 268,641 321,559
Partially guaranteed by VA or insuredryA 7,694 3,950
Construction and development 91,451 1Y),
Total mortgage loans 733,034 767,53
Commercial loans 12,226 17,570
Installment loans and lease financing to individual 5,599 7,753
Total loans receivable held for istreent 750,859 792,860
Less:
Undisbursed loan funds (30,749) (21,014)
Unearned discounts and fees on loans, netfefred costs (4,397) (5,245)
Net loans receivable held for investment 5,713 766,601

HELD FOR SALE

Mortgage loans: 2013 2012
Permanent loans on:
Residential properties $69,079 163,834

Included in the loans receivable balancegartcipating interests in mortgage loans and wholined mortgage loans
serviced by other institutions of approximately 6300 and $4.1 million at September 30, 2013 ari® 2fespectively.

Whole loans and participations serviced ftweod were approximately $24.4 million and $27.3ianlat September 30,
2013 and 2012, respectively. Loans serviced foerstare not included in the accompanying consltihalance sheets.

First mortgage loans were pledged to secureB-&tlvances in the amount of approximately $522illiam and
$508.9 million at September 30, 2013 and 2012 aetsely.
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Aggregate loans to executive officers, directand their associates, including companies ithwthiey have partial
ownership interest, did not exceed 5% of equitgfaSeptember 30, 2013 and 2012. Such loans wede mnader terms and
conditions substantially the same as loans magartiies not affiliated with the Bank.

Proceeds from the sale of loans receivable foglsale during fiscal 2013, 2012 and 2011, v&r®77.7 million,
$1,850.0 million, and $1,693.0 million, respectixeln fiscal 2013, the Bank realized gross gaiini$62.2 million and
$30,000 of gross losses. In fiscal 2012, the Baakzed gross gains of $48.8 million and $2,00Qross losses. In fiscal
2011, the Bank realized gross gains of $29.4 miliad gross losses of $140,000 on those sales

Lending Practices and Underwriting Standards

Residential real estate loans - The Bank sfferange of residential loan programs, includirmgpams offering loans
guaranteed by the Veterans Administration (“VA"ddoans insured by the Federal Housing Adminigira{fFHA"). The
Bank’s residential loans come from several sourdé® 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 withicle&evel are authorized to approve loans up togpitesd dollar amounts.
Any loan over $1 million must also be approved hlyer the Board Chairman, CEO or EVP/Residentialding.
Conventional residential real estate loans are mvriteen using FNMA’s Desktop Underwriter or FHLMELoan
Prospector automated underwriting systems, whielyaa credit history, employment and income infaiiorg qualifying
ratios, asset reserves, and loan-to-value ratfasloan does not meet the automated underwrgtagdards, it is
underwritten manually. Full documentation to supgach applicant’s credit history, income, andisigint funds for
closing is required on all loans. An appraisabrgpperformed in conformity with the Uniform Staards of Professional
Appraisers Practice by an approved outside liceappdaiser, is required for substantially all laafypically, the Bank
requires borrowers to purchase private mortgaggamee when the loan-to-value ratio exceeds 80%.

NASB originates Adjustable Rate Mortgages (As§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 iniigkrést rate and the
borrower’s ability to repay based on the maximurst fadjustment rate. Each underwriting decisideseanto 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 this level duentextended number of years required to reach theifulexed rate. NASB
does not originate any hybrid loans, such as payo@ion ARMs, nor does the Bank originate any sirhe loans,
generally defined as high risk or loans of subsdgptimpaired quality.

At the time a potential borrower applies faeaidential mortgage loan, it is designated dwei portfolio loan, which is
held for investment and carried at amortized amsg loan held-for-sale in the secondary marketaanded at fair value.
All the loans on single family property that therBeholds for sale conform to secondary market undgng criteria
established by various institutional investors! |8dns 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 construdtan are similar to those
of a mortgage on an existing residence. In aduitioe borrower must submit accurate plans, spatifins, and cost
projections of the property to be constructed. calhstruction and development loans are manuatewwritten using
NASB'’s internal underwriting standards. All consttion and development loans require two approvals) either the
Board Chairman, CEO, or SVP/Construction LendiRgior approval is required from the Bank’s Boardirfectors for
newly originated construction and development loaitls a proposed balance of $1.0 million or greafEhe bank has
adopted internal loan-to-value limits consisterttwregulations, which are 65% for raw land, 75%l#&od development, and
85% for residential and non-residential constructié\n appraisal report performed in conformitytwihe Uniform
Standards of Professional Appraisers Practice gpanoved outside licensed appraiser is requirealldoans in excess of
$250,000. Generally, the Bank will commit to aitiah term of 12 to 18 months on construction loaasd an initial term of
24 to 48 months on land acquisition and developrimamts, with six month renewals thereafter. Irgerates on
construction loans typically adjust daily and aeel to a predetermined index. NASB's staff regylgerforms inspections
of each property during its construction phasedip lkensure adequate progress is achieved beforagnstheduled loan
disbursements.
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When construction and development loans matheeBank typically considers extensions for sh&ik-month term
periods. This allows the Bank to more frequentigileate the loan, including creditworthiness andent market conditions
and, if management believes it's in the best isteoéthe Company, to modify the terms accordinglis portfolio consists
primarily of assets with rates tied to the primer@nd, in most cases, the conditions for loanwah&clude an interest rate
“floor” in accordance with the market conditiongtlexist at the time of renewal.

During the year ended September 30, 201B#mk renewed seventy-six loans within its constamcnd land
development portfolio due to slower home and I&s@ the current economic environment. Suchresieas 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 defeemwhether or not a
renewal should be accounted for as a TDR, managearwed the borrower’s current financial infottioa, including an
analysis of income and liquidity in relation to éiebrvice requirements. The large majority of ¢heedifications did not
result in a reduction in the contractual 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 acarsel primarily by multi-family and nonresidentfabperties. Such loans
are manually underwritten using NASB's internal enwriting 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 loansiregtwo approvals,
from either the Board Chairman, CEO, or EVP/Chieftling Officer. Prior approval is required frone fRank’s Board of
Directors for newly originated commercial loanstwét proposed balance of $1.0 million or greatgypidally, loan-to-value
ratios do not exceed 80%; however, exceptions reaydde when it is determined that the safety ofahe is not
compromised, and the rationale for exceeding thig Is clearly documented. An appraisal repatfprmed in conformity
with the Uniform Standards of Professional Appresderactice by an approved outside licensed appraisequired on all
loans in excess of $250,000. Interest rates omuencial loans may be either fixed or tied to a ptetmined index and
adjusted daily.

The Bank typically obtains full personal gugtees from the primary individuals involved in tin@ensaction. Guarantor
financial statements and tax returns are reviewedialy to determine their continuing ability torfiem under such
guarantees. The Bank typically pursues repaynmient uarantors when the primary source of repaymsemt sufficient to
service the debt. However, the Bank may decidemptirsue a guarantor if, given the guarantoriaricial condition, it is
likely that the estimated legal fees would excdedgrobable amount of any recovery. Although thelBdoes not typically
release guarantors from their obligation, the Binaly decide to delay the decision to pursue civibe®ment 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. Collaéinspections are obtained on an annual basisaoh loan over $1 million,
and on a triennial basis for each loan between $800and $1 million. Financial information, suchtax returns, is
requested annually for all commercial real estaam$ over $500,000, which is consistent with ingustactice, and the
Bank believes it has sufficient monitoring procestuin place to identify potential problem loansloan is deemed impaired
when, based on current information and events,ptdbable that a creditor will be unable to cdlEdtamounts due in
accordance with the contractual terms of the lgaeement. Any loans deemed impaired, regardleiseafbalance, are
reviewed by management at the time of the impaitrdetermination, and monitored on a quarterly bdmseafter,
including calculation of specific valuation allowaas, 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 primarydessce.
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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 &ntire homogenous and non-homogenous loan fostfoALLLS are
established by charges to the provision for loasds and carried as contra assets. Managemeytesitie adequacy of the
allowance on a quarterly basis and appropriateigions are made to maintain the ALLLs at adequatels. At any given
time, the ALLL should be sufficient to absorb adeall estimated credit losses on outstandingibakover the next twelve
months. While management uses information cuiyenhilable to determine these allowances, theyfloatuate based on
changes in economic conditions and changes imfbemhation available to management. Also, regulagmencies review
the Bank’s allowances for loan loss as part ofrteeamination, and they may require the Bank togeize additional loss
provisions, within their regulatory filings, based the information available at the time of theiaminations.

The ALLL is determined based upon two compaseihe first is made up of specific reserveddans which have been
deemed impaired in accordance with GAAP. The sg#ommponent is made up of general reserves fosltaat are not
impaired. A loan becomes impaired when manageb&igves it will be unable to collect all principatd interest due
according to the contractual terms of the loancéaloan has been deemed impaired, the impainmesitbe measured by
comparing the recorded investment in the loan éopttesent value of the estimated future cash fitimsounted at the loan’s
effective rate, or to the fair value of the loarsé@ on the loan’s observable market price, oredair value of the collateral
if the loan is collateral dependent. Prior to guarter ended March 31, 2012, the Bank recordgeeifec allowance equal
to the amount of measured impairment.

In July 2011, the Office of Thrift Supervisi¢fOTS”) merged with and into the Office of the Cotmgdler of the Currency
(“OCC"), and the OCC became the Bank’s primary tagu. Beginning with the quarter ended March&112, the Bank
was required to file a Consolidated Report of Ctadiand Income (“Call Report”) instead of the pomsly required Thrift
Financial Report (“TFR”). With the adoption of tlall Report, the Bank was required to discontinsieg specific
valuation allowances on loans deemed impaired. THi had allowed any measured impairments to béedaas specific
valuation allowances, whereas the Call Report reduany measured impairments that are deemed fowedi losses” to be
charged-off and netted from their respective loalatces. For impaired loans that are collaterpéddent, a “confirmed
loss” is generally the amount by which the loa'sarded investment exceeds the fair value of ilateoal. If a loan is
considered uncollectible, the entire balance isrd&ka “confirmed loss” and is fully charged-offurihg the quarter ended
March 31, 2012, the Bank charged-off against ALh& aggregate “confirmed losses” of $23.3 millioattivere carried as
specific valuation allowances in prior periods, aetted them against their respective loan balafecegporting purposes.
This change had no impact on net loans receivabjpgesented in the consolidated balance sheetddition, this change
did not materially impact the analysis of ALLL, whiis described in more detail in the following ggmnaph, as specific
valuation allowances were previously considereithéndetermination of historical loss ratios.

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 aatdiid analyzing historical
losses, the Bank also evaluates the following stilvge factors for each loan pool to estimate fulosses: changes in
lending policies and procedures, changes in ecanand business conditions, changes in the natat@@ome of the
portfolio, changes in management and other relestarfit, changes in the volume and severity of gastloans, changes in
the quality of the Bank’s loan review system, ctesin the value of the underlying collateral folateral dependent loans,
changes in the level of lending concentrations, @rahges in other external factors such as corigretind legal and
regulatory requirements. Historical loss ratios adjusted accordingly, based upon the effecttbigasubjective factors have
in estimated future losses. These adjusted ratmspplied to the balances of the loan pools teraéne the adequacy of
the ALLL each quarter. For purposes of calculatirgiorical loss ratios, specific valuation allowas established prior to
March 31, 2012, are considered charge-offs duhiegoeriods in which they are established.

The Bank does not routinely obtain updatedaippls for their collateral dependent loans thatreot adversely classified.
However, when analyzing the adequacy of its allawesfior loan losses, the Bank considers potenti@hgés in the value of
the underlying collateral for such loans as onthefsubjective factors used to estimate futurestoas the various loan
pools.
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The following table presents the balance ealowance for loan losses for the years endete8dqer 30, 2013, 2012
and 2011. Dollar amounts are expressed in thogsand

Allowance for loan losses:
Balance at October 1, 2012
Provision for loan losses
Losses charged off
Recoveries
Balance at September 30, 2013

Balance at October 1, 2011
Provision for loan losses
Losses charged off

Recoveries

Balance at September 30, 2012

Balance at October 1, 2010
Provision for loan losses
Losses charged off

Recoveries

Balance at September 30, 2011

Residential Commercial
Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
$ 6,941 - 7,086 16,590 513 699 31,829
3,031 - 246 (11,956) (455) (466) (9,600)
(2,129) - (1,196) (684) - (149) (4,158)
799 - 425 891 - 197 2,312
$ 8,642 -- 6,561 4,841 58 281 20,383
$ 6,663 12 13,201 41,863 7,682 845 70,266
5,318 (16) 7,291 @,99 (4,600) 517 10,500
(5,329) - (15,122) (27,966) (2,569) (699) (51,685)
289 4 1,716 703 - 36 2,748
$ 6,941 -- 7,086 16,590 513 699 31,829
$ 4,427 10 6,708 19,018 1,015 1,138 32,316
4,076 2 8,679 29,682 6,758 197 49,394
(1,840) - (2,186) (7,164) 91)( (499) (11,780)
-- -- -- 327 - 9 336
$ 6,663 12 13,201 41,863 7,682 845 70,266

The following table presents the balance enaliowance for loan losses and the recorded imastin loans based on
portfolio segment and impairment method at Septer@®e2013. Dollar amounts are expressed in thulsa

Allowance for loan losses:

Ending balance of allowance

for loan losses related

to loans:

Individually evaluated for
impairment

Collectively evaluated for
impairment

Acquired with deteriorated
credit quality *

Loans:
Balance at September 30, 2013

Ending balance:
Loans individually evaluated
for impairment
Loans collectively evaluated
for impairment
Loans acquired with
Deteriorated credit quality

Residential Commercial
Held For Real Construction &
Residential Sale Estate Development ~ Commercisthstallment Total
$ 333 -- 35 4 25 -- 397
$ 8,309 - 6,526 4,837 33 281 19,986
$ 31 - - -- - - 31
$370,296 69,079 266,895 60,697 12,226 5,599 784,792
$ 18,864 - 10,235 23,917 11,250 3 64,269
$ 351,432 69,079 256,660 36,780 976 5,596 720,523
$ 4,196 - - - - - 4,196
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The following table presents the balance enaliowance for loan losses and the recorded imasstin loans based on
portfolio segment and impairment method at Septer@®e2012. Dollar amounts are expressed in thudsa

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

Allowance for loan losses:
Ending balance of allowance
for loan losses related
to loans:
Individually evaluated for
impairment $ 975 - 7 42 -- -- 1,024
Collectively evaluated for
impairment $ 5,966 -- 7,079 16,548 513 699 30,805
Acquired with deteriorated
credit quality $ - - - - -- -- --

Loans:
Balance at September 30, 2012 $332,320 163,834 319,272 89,689 17,567 7,753 930,435

Ending balance:
Loans individually evaluated
for impairment $ 18,440 -- 24,895 42,267 - 69 85,671
Loans collectively evaluated
for impairment $ 313,880 163,834 294,377 47,422 17,567 7,684 844,764
Loans acquired with
Deteriorated credit quality* $ 3,245 - - - - - 3,245

* Included in ending balance of allowance for Idasses related to loans individually evaluatedrigpairment at
September 30, 2013 and 2012.

Classified Assets, Delinquencies, and Non-accruabhns

Classified assetsln accordance with the Bank’s asset classificasigsiem, problem assets are classified with rishgat
of either “substandard,” “doubtful,” or “loss.” Aasset is considered substandard if it is inade@yptotected by the
borrower’s ability to repay, or the value of codletl. Substandard assets include those charaddriza possibility that the
institution will sustain some loss if the deficié&g are not corrected. Assets classified as doluffve the same weaknesses
of those classified as substandard with the adathcteristic that the weaknesses present malectiot or liquidation in
full, on the basis of currently existing facts, ddions, and values, highly questionable and impldé. Assets classified as
loss are considered uncollectible and of littleueal Prior to the quarter ended March 31, 2012Btek established a
specific valuation allowance for such assets. dmjenction with the adoption of the Call Reportidgrthe quarter ended
March 31, 2012, such assets are charged-off aga@m#iLLL at the time they are deemed to be a “zoméd 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 the borrowerh@asapacity to perform according to the terms apayment is expected.
However, one or more elements of uncertainty exdstsets classified as special mention have a pateveakness that
deserves management’s close attention. If lefetewded, the potential weakness may result in idestion 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 September@IB.2Dollar amounts are expressed in thousands.

Residential Commercial

Held For Real Construction &
Residential Sale Estate Development ~ Commerciststallment Total
Rating:
Pass $ 320,090 69,079 194,070 20,789 -- 5,595 609,623
Pass — Watch 24,449 -- 56,640 20,698 976 -- , B3R
Special Mention 227 -- 583 -- - - 810
Substandard 25,397 -- 15,567 19,210 11,250 4 4281
Doubtful 133 - 35 -- -- -- 168
Loss -- -- -- -- -- -- --
Total $ 370,296 69,079 266,895 60,697 12,226 5,599 784,792
The following table presents the credit ris&file of the Company’s loan portfolio based orkrniating category 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 -- -- 77
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 September 30, 2(8llar amounts are
expressed in thousands.

Greater Than Total Total Loans
30-59 Days 60-89 Days 90 Days Total Past Loans  >90 Days &
Past Due Past Due Past Due Due Current  Receivable Accruing
Residential $ 1,044 1,308 7,079 9,431 360,865 370,296 --
Residential held for sale - -- -- -- 69,079 ,G6%D --
Commercial real estate 4,195 334 328 4,857 382, 266,895 --
Construction & development -- -- 774 774 59,923 60,697 -
Commercial -- -- - - 12,226 12,226 --
Installment -- -- 1 1 5,598 5,599 --
Total $ 5,239 1,642 8,182 15,063 769,729 784,792 -
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The following table presents the Company'silpartfolio aging analysis as of September 30, 2(@&llar amounts are
expressed in thousands.

Greater Than Total Total Loans
30-59 Days 60-89 Days 90 Days Total Past Loans  >90 Days &
Past Due Past Due Past Due Due Current  Receivable Accruing
Residential $ 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 datéhe Bank and borrower are still negotiatingttitens 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'siomeeting the regulatory definition of nonaccrudlich includes certain
loans that are current and paying as agreed. tabis does not include purchased impaired loamabled debt
restructurings that are performing. Dollar amowarsexpressed in thousands.

2013 2012

Residential $ 18,073 23,147
Residential held for sale -- --
Commercial real estate 8,354 20,952
Construction & development 5,195 30,606
Commercial -- --
Installment -- 62

Total $ 31,622 74,767

As of September 30, 2013, $20.2 million (63)&%¥tthe loans classified as nonaccrual were ctiaad paying as agreed.

Gross interest income would have increase®ap,000, $1.2 million and $2.8 million for the y@a@nded September 30,
2013, 2012 and 2011, respectively, if the nonaddoaams had been performing.

During the quarter ended March 31, 2012, tam@any’s nonaccrual loans increased $41.4 millibhis increase
resulted from management’s decision to move ceitapaired collateral dependent loans secured by dEvelopment,
commercial real estate, and residential rental gntggs to nonaccrual, even though the majorityuchdoans were current
and paying in accordance with their contractuahter Due to the continued deterioration in the esthte markets,
management determined that the full collectionraigipal and interest was uncertain. In accordamite GAAP, these
loans were charged-down to the fair value of thaiterlying collateral, and therefore, the recoriedstment in the loan is
deemed fully collectable at September 30, 2018ré&st income is recognized on a cash-basis asguagrare received.
The majority of these loans currently remain in4a@erual status; however, loans with a carryingiealf $12.6 million at
September 30, 2013, were returned to a performatgsduring the fiscal year, based upon improverimetine real estate
markets and the borrower’s financial condition.
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A loan becomes impaired when management tesdigwvill be unable to collect all principal andérest due according to
the contractual terms of the loan. A restructunfigebt is considered a TDR if, because of a d&bfimancial difficulty, a
creditor grants concessions that it would not otfe consider. Loans modified in troubled debtrteturings are also
considered impaired. Concessions granted in a @@/ include a reduction in interest rate on tren| payment
extensions, forgiveness of principal, forbearancetber actions intended to maximize collectiomc®a loan has been
deemed impaired, the impairment must be measurettmparing the recorded investment in the loahéopresent value of
the estimated future cash flows discounted atdha's effective rate, or to the fair value of tban based on the loan’s
observable market price, or to the fair value efcbllateral if the loan is collateral dependddhless the loan is performing
prior to the restructure, TDRs are placed in nocraa status at the time of restructuring and nmaly be returned to
performing status after the borrower demonstratstamed repayment performance for a reasonabiedygenerally six
months.

The following table presents the recorded tadaof troubled debt restructurings as of Septer@BerDollar amounts are
expressed in thousands.

2013 2012
Troubled debt restructurings:
Residential $ 9,381 6,156
Residential held for sale -- --
Commercial real estate 6,079 17,384
Construction & development 23,144 39,844
Commercial 11,250 --
Installment 3 --
Total $ 49,857 63,384
Performing troubled debt restructurings:
Residential $ 1,626 593
Residential held for sale -- --
Commercial real estate 1,036 3,812
Construction & development 18,722 11,521
Commercial 11,250 --
Installment 3 --
Total $ 32,637 15,926

At September 30, 2013 and 2012, the Bank léstanding commitments of $1,000 and $235,000 tadvanced in
connection with TDRs, respectively.

The following table presents the number ohkand the Company’s recorded investment in TDRdified during the
fiscal year ended September 30, 2013. Dollar amsoane expressed in thousands.

Recorded Recorded
Investment Investment Increase in
Number Prior to After ALLL or
of Loans Modification Modification Charge-offs
Residential 20 % 7,716 $ 7,658 $ 19
Residential held for sale -- -- -- --
Commercial real estate 3 1,471 1,338 133
Construction & development 25 25,511 25,511 --
Commercial 1 16,251 13,751 25
Installment 2 5 5 --
Total 51 $ 50,954 $ 48,263 $ 177
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The following table presents the number ohkand the Company’s recorded investment in TDRdified during the
fiscal year ended September 30, 2012. Dollar amsoane expressed in thousands.

Recorded Recorded
Investment Investment Increase in
Number Prior to After ALLL or
of Loans Modification Maodification Charge-offs
Residential 8 % 2,089 $ 2,054 $ --
Residential held for sale -- -- -- --
Commercial real estate 5 14,517 13,708 1,007
Construction & development 36 32,213 31,794 418
Commercial 1 3,000 1,500 --
Installment -- -- -- --
Total 50 $ 51,819 $ 49,056 $ 1,425

The following table presents TDRs restructutadng the fiscal year ended September 30, 201yg®y of modification.
Dollar amounts are expressed in thousands.

Total
Recorded
Extension Combination Investment
Of Interest Only of Terms Prior to
Maturity Period Modified Modification
Residential $ 6,719 -- 997 7,716
Residential held for sale -- -- -- --
Commercial real estate -- -- 1,471 1,471
Construction & development 25,488 -- 23 25,511
Commercial -- -- 16,251 16,251
Installment -- -- 5 5
Total $ 32,207 -- 18,747 50,954

The following table presents TDRs restructutadng the fiscal year ended September 30, 201t¥d®y of modification.
Dollar amounts are expressed in thousands.

Total
Recorded
Extension Combination Investment
of Interest Only of Terms Prior to
Maturity Period Maodified Modification
Residential $ 155 -- 1,934 2,089
Residential held for sale -- -- -- --
Commercial real estate -- 2,578 11,939 14,517
Construction & development 32,213 -- -- 32,213
Commercial -- -- 3,000 3,000
Installment -- -- -- --
Total $ 32,368 2,578 16,873 51,819
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The following table presents the Company'®rded investment and number of loans consideredsT@rSeptember 30
that defaulted during the fiscal year. Dollar amtsiare expressed in thousands.

2013 2012

Number Recorded Number Recorded

of Loans Investment of Loans Investment
Residential 24 % 5,271 16 $ 3,993
Residential held for sale -- -- -- --
Commercial real estate 3 2,802 4 11,438
Construction & development -- -- 5 2,586
Commercial -- -- --
Installment 1 3 --

Total 28 % 8,076 25 % 18,017

The following table presents impaired loansjuding troubled debt restructurings, as of Sep&m30, 2013. 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 $ 17,063 20,053 -- 17,317 900
Residential held for sale -- -- -- -- --
Commercial real estate 9,199 16,925 -- 9,576 5 98
Construction & development 22,138 25,377 - 428, 1,803
Commercial -- -- -- -- --
Installment 3 457 -- 54 44
Loans with a specific valuation allowance:
Residential $ 1,801 1,828 333 1,813 79
Residential held for sale -- -- -- -- --
Commercial real estate 1,036 1,036 35 1,056 67
Construction & development 1,779 1,779 4 1,779 122
Commercial 11,250 11,250 25 12,709 897
Installment -- -- -- -- --
Total:
Residential $ 18,864 21,881 333 19,130 979
Residential held for sale -- -- -- -- --
Commercial real estate 10,235 17,961 35 10,632 1,052
Construction & development 23,917 27,156 4 35,2 1,925
Commercial 11,250 11,250 25 12,709 897
Installment 3 457 -- 54 44
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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 42 528, 2,758
Commercial -- -- -- -- --
Installment 68 570 -- 69 17

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

amounts are expressed in thousands.

Unpaid YTD Average Interest
Recorded Principal Specific Investment in Income
Balance Balance Allowance Impaired Loans Recoghize
Loans without a specific valuation allowance:
Residential $ 5,035 5,088 - 5,006 181
Residential held for sale -- -- -- -- --
Commercial real estate 5,703 5,732 -- 5,816 445
Construction & development 31,072 31,074 - 788, 1,520
Commercial -- -- -- -- --
Installment -- -- -- -- --
Loans with a specific valuation allowance:
Residential $ 4,591 6,188 1,498 5,299 198
Residential held for sale -- 12 12 11 --
Commercial real estate 11,079 15,985 4,871 283,5 663
Construction & development 49,252 77,322 28,031 58,272 3,413
Commercial 4,675 8,790 4,038 6,063 91
Installment 62 704 640 216 40
Total:
Residential $ 9,626 11,276 1,498 10,305 379
Residential held for sale -- 12 12 11 --
Commercial real estate 16,782 21,717 4,871 419,3 1,108
Construction & development 80,324 108,396 28,03 88,058 4,933
Commercial 4,675 8,790 4,038 6,063 91
Installment 62 704 640 216 40
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Although the Bank has a diversified loan palitf, a substantial portion is secured by realtestd he following table
presents information as of September 30 aboubitegibn of real estate that secures loans in tidBanortgage loan
portfolio. The line item “Other” includes totahiastments in other states of less than $10 mitach. Dollar amounts are

expressed in thousands.

2013
Residential Construction
1-4 5 or more Commercial and

State family family real estate development Total
Missouri $ 124561 17,588 25,848 49,149 217,146
Kansas 42,670 437 13,239 41,473 97,819
Texas 26,979 4,035 36,964 -- 67,978
Colorado 7,093 1,474 25,797 -- 34,364
California 25,072 878 6,974 -- 32,924
Florida 17,803 155 5,955 -- 23,913
Indiana 1,915 -- 20,343 -- 22,258
lllinois 6,572 -- 13,395 615 20,582
Arizona 12,524 -- 4,188 -- 16,712
North Carolina 7,843 -- 7,788 -- 15,631
Ohio 2,803 -- 12,645 -- 15,448
Washington 5,007 311 8,470 -- 13,788
Virginia 7,916 -- 3,885 -- 11,801
Georgia 5,020 820 5,038 -- 10,878
Other 79,164 3,801 48,613 214 131,792

$ 372,942 29,499 239,142 91,451 733,034

2012
Residential Construction
1-4 5 or more Commercial and

State Family family real estate development Total
Missouri $ 132,459 17,319 41,306 56,437 247,521
Kansas 41,320 457 15,278 46,573 103,628
Texas 21,519 5,583 41,555 -- 68,657
Colorado 5,035 1,595 37,510 -- 44,140
California 20,719 -- 7,784 -- 28,503
Florida 14,459 -- 7,313 1,751 23,523
lllinois 5,069 -- 11,956 3,180 20,205
Georgia 4,226 847 12,742 -- 17,815
Arizona 10,242 -- 4,377 2,777 17,396
North Carolina 6,967 -- 9,965 -- 16,932
Ohio 2,865 -- 13,749 -- 16,614
Indiana 2,001 -- 14,397 -- 16,398
Washington 5,463 -- 9,007 -- 14,470
Other 62,916 4,348 64,471 -- 131,735

$ 335,260 30,149 291,410 110,718 767,537
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The Bank issues various representations amchatées and standard recourse provisions assdaidth the sale of loans
to outside investors, which may require the Bantefurchase a loan that defaults or has identifefdcts, or to indemnify
the investor in the event of a material breachooti@actual representations and warranties. Sumvigions related to early
payoff and early payment default typically expift® 180 days after purchase. Repurchase obligatilated to fraud or
misrepresentation remain outstanding during tleedffthe loan. During the fiscal years ended Saper 30, 2013, 2012
and 2011, the Bank established reserves relatearimus representations and warranties that refieectagement’s estimate
of losses based on various factors. Such faatotede estimated level of defects, historical repase demand, success rate
in avoiding claims, and projected loss severitgs@&ves are established at the time loans areasaldjpdated during their
estimated life. During the last eight fiscal yednge Bank sold loans with recourse totaling $Hilkbn. It is management'’s
estimate that the total recourse liability assedlatith such loans was $2.6 million and $5.3 millai September 30, 2013
and 2012, respectively. The reserve for such fossmcluded in “Accrued expenses and other ligds!’ in the Bank’s
consolidated financial statements.

During the fiscal years ended September 30322012 and 2011, the Bank experienced increasses resulting from
investor charges for loans with defects, repurathésans, and early prepayment and early defaulalies. This trend
accelerated during the last half of the fiscal 2808 has continued through fiscal 2013. The Compapurchased or
incurred losses on loans with balances of $13.6amjl$9.9 million, and $11.6 million during fiscgear 2013, 2012 and
2011, respectively. Total losses incurred on theses were $923,000, $290,000 and $1.4 millionndufiscal year 2013,
2012 and 2011, respectively. Repurchased loan®eoeded at fair value and evaluated for impairnireaccordance with
GAAP. In addition, during fiscal 2013, the Banlgo#ated global settlements with two investors,chhielease the Bank
from further liability for all known and unknownaims, subject to certain exceptions for fraud cott@diby Bank
employees.

The following table presents the activity lre reserve related to representations and warsdotie¢he year ended
September 30. Dollar amounts are expressed irsémols.

2013 2012 2011
Balance at beginning of year $ 5,267 3,535 2,157
Additions to reserve 1,433 2,022 2,754
Losses, settlements, and penalties incurred (3,063  (290) (1,376)
Balance at end of year $ 2,637 5,267 3,535

The increase in repurchase loans and settldoeses originated primarily due to weak econoeoieditions, as investors
made increased demands associated with the hig¥elrdf loans in default. The Bank has had soneeess in avoiding
claims. During fiscal 2013, the Bank successfalBared twenty-five out of fifty, or fifty percentf the repurchase requests
that it received. During fiscal 2012, the Bankeassfully cleared twenty-nine out of seventy-ondpay-one percent, of
the repurchase requests that it received. Thisesgarate is one indicator of future losses, histaffected by various factors
such as the type of claim and the investor makiegctaim. If economic conditions, particularly theusing market, decline
in future periods, it is management’s opinion ti@ Bank may experience increased loss severitgmurchased loans,
resulting in further additions to the reserve. Hger, the Bank began to tighten underwriting steshslan mid 2008, so it
expects a lower level of repurchase requests tordmriginated thereafter. Management believegtieaturrent reserve is
adequate to cover the expected settlement amountoe that remain outstanding and are not covaneér the
aforementioned global settlements.

(7) FORECLOSED ASSETS HELD FOR SALE

The carrying value of real estate owned ahératepossessed property was $11.3 million andd$illion at September
30, 2013 and 2012, respectively
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Foreclosed assets held for sale are initigitprded at fair value as of the date of foreclesess any estimated selling
costs (the “new basis”) and are subsequently chati¢he lower of the new basis or fair value Eedfing costs on the current
measurement date. When foreclosed assets argedgamy excess of the loan balance over the neis bathe foreclosed
asset is charged to the allowance for loan losSebsequent adjustments for estimated losses argethto operations when
the fair value declines to an amount less tharcéing/ing value. Costs and expenses related tormadpditions and
improvements are capitalized, while maintenancerapdirs that do not improve or extend the livethefrespective assets
are expensed. Applicable gains and losses orathefreal estate owned are realized when the ssdisposed of,
depending on the adequacy of the down payment el cequirements.

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 alluseawhen the fair value declined to an amounttlesss its carrying value.
Call Report guidance requires that the carryingiealf foreclosed assets held for sale be writtemndo fair value through a
charge to earnings. During the quarter ended Mat¢i2012, the Bank charged-off the previouslyldisthed 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.

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

2013 2012 2011
Balance at beginning of year $ -- 10,295 2,327
Provision for loss 996 4,265 11,383
Charge-offs (1,037) (14,715) (3,982)
Recoveries 41 155 567
Balance at end of year $ -- -- 10,295

In addition to the provision for loss notedab, the Company incurred net expenses of $1.5omjl$1.7 million, and
$1.9 million related to foreclosed assets heldsfde during the fiscal years ended September 3(8,ZD12 and 2011,
respectively.

(8) PREMISES AND EQUIPMENT

The following table summarizes premises andpgent as of September 30. Dollar amounts areesspd in thousands.

2013 2012
Land $ 4,308 4,308
Buildings and improvements 13,198 12,954
Furniture, fixtures and equipment 8,901 8,181
26,407 25,443
Accumulated depreciation (14,374) (13,806)
Total $ 12,033 11,637

Certain facilities of the Bank are leased undgious operating leases. Amounts paid for eapense for the fiscal years
ended September 30, 2013, 2012, and 2011, werexpyately $1.1 million, $866,000, and $704,000pexgively.
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Future minimum rental commitments under nooetable leases are presented in the following tablallar amounts are
expressed in thousands.

Fiscal year ended

September 30, Amount
2014 $ 1,225
2015 988
2016 735
2017 723
2018 121
Thereafter -

(9) 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 Gouissouri.
These investments are accounted for using theyegthod 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 ASX3-30-35-32, which provides guidance related tosa in value of an
equity method investment. The Company utilizesudtifaceted approach to measure the potential impnt. The
internal model utilizes the following valuation rhetls: 1) liquidation or appraised values determimgdn independent
third party appraisal; 2) an on-going businessliscounted cash flows method wherein the cash fenwslerived from the
sale of fully-developed lots, the development aale sf partially-developed lots, the operationted homeowner’s
association, and the value of raw land obtainenh fam independent third party appraiser; and 3)hemain-going business
method, which utilizes the same inputs as methdiPpresumes that cash flows will first be gerestdtom the sale of raw
ground and then from the sale of fully-developed partially-developed lots and the operation offibeneowner’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@mtnand sale of partially-developed lots, the of@naof the homeowner’'s
association, and the development and sale ofriots the property that is currently raw land. Hoegxmanagement does
not feel the results from this method provide &l#é¢ indication of value because the time to “thalt” the development
exceeds 18 years. Because of this unreliabiligy résults from method 4 are given a zero weightirtge final impairment
analysis. The significant inputs include raw lasadlies, absorption rates of lot sales, and a maikebunt rate.
Management believes this multi-faceted approackasonable given the highly subjective nature efassumptions and the
differences in valuation techniques that are @dizvithin each approach (e.g., order of distributid assets upon potential
liquidation). It is management’s opinion that nteosaluation method within the model is preferabléhe other and that no
one method is more likely to occur than the othEnerefore, the final estimate of value is detegdiby assigning an equal
weight to the values derived from each of the tinsee methods described above.

As a result of this analysis, the Company mheitged that its investment in Central Platte wasemially impaired and
recorded an impairment charge of $2.0 million ($hillion, net of tax) during the year ended Septen®0, 2010. During
the quarter ended March 31, 2012, list prices Ij-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 dexing the quarter ended March 31, 2012. Norotkents have
occurred that would indicate any additional impainnof the Company’s investment in Central Platte.

The following table displays the results dedvfrom the Company’s internal valuation model ept®mber 30, 2013, and
the carrying value of its investment in Centraltlat September 30, 2013. Dollar amounts areesspd in thousands.

Method 1 $ 15,527
Method 2 16,495
Method 3 17,930
Average of methods 1, 2, and 3 $ 16,651
Carrying value of investment in Central Pladtadings, LLC $ 15,132
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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 maramtend to rezone this property for commeraial/ar residential
development. The raw land was purchased in 2002 Company accounts for its investment in NBH uribe 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 determinedmyndependent third
party appraisal. As a result of this analysis,Gleenpany determined that its investment in NBH waserially impaired and
recorded an impairment charge of $1.1 million ($698, net of tax) during the year ended SeptemBe310. The results
of this analysis as of September 30, 2013, didmibitate any additional impairment of the Comparigigestment in NBH.
The carrying value of the Company’s investment BH\was $1.4 million at September 30, 2013.

(10) CUSTOMER AND BROKERED DEPOSIT ACCOUNTS

Customer and brokered deposit accounts asmESiber 30 are illustrated in the following tablollar amounts are
expressed in thousands.

2013 2012
Amount % Amount %

Demand deposit accounts 403,401 14 91,190 10
Savings accounts 164,597 22 126,174 14
Money market demand accounts 107,337 14 78,407 9
Certificate accounts 372,858 50 575,175 65
Brokered accounts -- -- 21,367 2

$ 748,193 100 892,313 100
Weighted average interest rate 0.50% 0.82%

The aggregate amount of certificate accounextess of $100,000 was approximately $98.5 milind $213.2 million
as of September 30, 2013 and 2012, respectively.

At September 30, 2013 and 2012, the Bank kdificate accounts in the amount of $496,000 &8l % million which
were acquired through a deposit listing servicspeetively.
The following table presents contractual mtigs of certificate accounts as of September 8232 Dollar amounts are

expressed in thousands.

Maturing during the fiscal year ended Septemifer 3

2019
2014 2015 2016 2017 2018 and after Total
Certificate accounts $ 253,070 81,870 22,774 10,547 3,767 830 372,858
Brokered accounts -- -- -- -- -- -- --
Total $ 253,070 81,870 22,774 10,547 3,767 830 372,858

The following table presents interest expemseustomer deposit accounts for the years endeidi®ber 30. Dollar
amounts are expressed in thousands.

2013 2012 2011
Savings accounts $ 678 658 746
Money market demand and demand deposit accounts 3 66 525 291
Certificate and brokered accounts 4,006 7,968 8,1
$ 5,347 9,151 15,221

49



(11) ADVANCES FROM FEDERAL HOME LOAN BANK

Advances from the FHLB are secured by alllstoeld in the FHLB, mortgage-backed securities fnstl mortgage loans
with aggregate unpaid principal balances equappyaimately 140% of outstanding advances not sethy FHLB stock.
The following table provides a summary of advarimggear of maturity as of September 30. Dollar ants are expressed
in thousands.

2013 2012
Weighted Weighted
average average
Year ending September 30, Amount rate Amount e rat
2013 $ 27,000 1.45%
2014 $ 55,000 0.21% - --%
2015 50,000 1.83% 50,000 1.83%
2016 25,000 1.57% 25,000 1.57%
2017 25,000 1.53% 25,000 1.53%
$ 155,000 1.16% $ 127,000 1.64%

The Bank’s advances have a fixed interestaaterequire monthly interest payments, with alsipgincipal payment due at
maturity. At September 30, 2013 and 2012, the Bakno advances that were callable at the opfitimed=ederal Home Loan
Bank.

(12) SUBORDINATED DEBENTURES

On December 13, 2006, the Company, throughtilly owned statutory trust, NASB Preferred Tru@he “Trust”), issued
$25 million of pooled Trust Preferred Securiti@&e Trust used the proceeds from the offering tehmse a like amount of the
Company’s subordinated debentures. The debentuhésh have a variable rate of 1.65% over the 34#mahBOR and a 30-
year term, are the sole assets of the Trust. ¢hange for the capital contributions made to thesfTby the Company upon
formation, the Company owns all the common seasitif the Trust.

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

The Trust Preferred Securities have a varimérest rate of 1.65% over the 3-month LIBOR, arel mandatorily
redeemable upon the 30-year term of the debentoregon earlier redemption as provided in the htde2. The debentures are
callable, in whole or in part, after five yearstioé issuance date. The Company did not incur@piant or annual trustee fee
related to the issuance. The securities are sutadedto all other debt of the Company and intemesy be deferred up to five
years.

On July 11, 2012, the Company notified segurdlders that it was exercising its right to defe payment of interest on its

Trust Preferred Securities for a period of up ¥ fyears. Accrued but unpaid interest on suchriggEsuwas $729,000 and
$225,000 at September 30, 2013 and 2012, resplgctive
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(13) INCOME TAXES

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

2013 2012 2011
Statutory federal income tax rate 35.0% 0%56. 35.0%
State income taxes, net of federal benefit 2 2. 3.1 3.0
Other, net 1.3 0.4 0.5

38.5% 38.5% 38.5%

Deferred income tax expense (benefit) redrdim temporary differences in the recognition afdme and expense for tax
purposes and financial statement purposes. Thawiiolg table lists these temporary differences toadr related tax effect for
the years ended September 30. Dollar amountsxaressed in thousands.

2013 2012 2011
Deferred loan fees and costs $ 201 (28) 3
Accrued interest receivable 405 410 (522)
Tax depreciation vs. book depreciation (121) 97 213
Basis difference on investments -- (5) 2
Loan loss reserves 6,546 (237) (1,661)
Mark-to-market adjustment (1,180) 935 149
Mortgage servicing rights -- -- (64)
Impairment loss on investment in LLCs -- (74) --
Accrued expenses 1,511 (845) (1,732)
Other (202) (114) (40)

7,160 139 (3,733)

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

Deferred income tax assets:

Loan loss reserves

Accrued interest receivable

Accrued expenses

Unrealized loss on securities available foe sal
Impairment loss on LLCs

Other

Deferred income tax liabilities:

Basis difference on investments

Deferred loan fees and costs

Unrealized gain on securities available foesal
Mark-to-market adjustment

Tax depreciation in excess of book depreciation
Other

Net deferred tax asset
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2013 2012
$ 9,678 16,220
147 552
1,367 2,878
814 -
1,281 1,281
49 -
13,336 20,931
(7) (1)
(595) (394)
- (1,420)
(389) (1,569)
(72) (193)
- (149)
(1,063) (3,732)
$12,273 17,199




The Company’s policy is to recognize intesd penalties related to unrecognized tax bengfitsn income tax expense in
the consolidated statements of income.

The Company'’s federal and state income taxmstfor fiscal years 2010 through 2012 remainettip examination by the
Internal Revenue Service and various state juttisdis, based on the statute of limitations.

(14) STOCKHOLDERS’ EQUITY

The Company did not pay any cash dividendtststockholders during the years ended Septenthe2®.3 and 2012. In
accordance with the regulatory agreement, whidegcribed more fully in Footnote 25, the Compamgsdricted from the
payment of dividends or other capital distributialusing the period of the agreement without pricitten consent from its
primary regulator.

During fiscal 2013, 2012 and 2011, the Compdidynot repurchase any shares of its own stock.

(15) REGULATORY CAPITAL REQUIREMENTS

The Bank is subject to various regulatory pequirements as administered by Federal bardgegcies. Failure to meet
minimum capital requirements can initiate certasmnihatory, and possibly additional discretionaryions by the regulators that,
if undertaken, could have a direct material effecthe Bank'’s financial statements. Under thetehpdequacy guidelines and
the regulatory framework for prompt corrective anfithe Bank must meet specific capital guidelithas involve quantitative
measures of the Bank’s assets, liabilities, anthizeoff-balance sheet items as calculated undgriagry accounting practices.
The Bank’s capital amounts and classification e subject to qualitative judgments by regulatdyeut components, risk
weightings, and other factors.

Quantitative measures established by regulatiensure capital adequacy require the Bank fataia minimum capital
amounts and ratios (set forth in the table beloW)e Bank’s primary regulatory agency requires thatBank maintain
minimum ratios of tangible capital (as definedhe tegulations) of 1.5%, core capital (as defirdd}%, and total risk-based
capital (as defined) of 8%. The Bank is also stitt@ prompt corrective action capital requiremegulations set forth by the
FDIC. The FDIC requires the Bank to maintain aimimm of Tier 1, total and core capital (as definexd)isk-weighted assets
(as defined), and of core capital (as defineddjosted tangible assets (as defined). Managensdiet/s that, as of
September 30, 2013, the Bank meets all capitalusgrequirements, to which it is subject.

On May 22, 2012, the Board of Directors of thexBagreed to a Consent Order with the OCC, whictescribed more fully
in Footnote 25, Regulatory Agreements. Among ottieens, the Consent Order requires that the Bariktaia a Tier 1 leverage
capital ratio equal to or greater than 10% andlabased capital ratio equal to or greater than.18%of September 30, 2013,
the Bank’s actual Tier 1 leverage capital and tosik-based capital ratios were 17.7% and 25.1%peetively. The existence of
individual minimum capital requirements means thatBank may not be deemed well capitalized.

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

September 30,
2013 2012
GAAP capital (Bank only) $ 200,221 175,352
Adjustment for regulatory capital:
Intangible assets (2,271) (2,371)
Reverse the effect of ASC 320-10 1,300 (2,269)
Tangible capital 199,250 170,712
Qualifying intangible assets -- --
Tier 1 capital (core capital) 199,250 170,712
Qualifying valuation allowance 10,586 12,814
Risk-based capital $ 209,836 183,526
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As of September 30, 2013
Minimum Required For Minimum Required To

Actual Capital Adequacy Be Well Capitalized
Amount  Ratio Amount Ratio Amount Ratio
Total risk based capital to risk-weighted asse$s 209,836  25.1% 66,968 8% 83,710 >10%
Tier 1 capital to adjusted tangible assets 199,2507.7% 44,978 24% 56,223 >5%
Tangible capital to tangible assets 199,250 17.7% 16,867 21.5% -- --
Tier 1 capital to risk-weighted assets 199,250 %3.8 -- -- 50,226 26%

As of September 30, 2012
Minimum Required For Minimum Required To

Actual Capital Adequacy Be Well Capitalized
Amount Ratio Amount Ratio Amount Ratio
Total risk based capital to risk-weighted asse$s 183,526  18.2% 80,565 8% 100,707 >10%
Tier 1 capital to adjusted tangible assets 170,7124.1% 48,581 24% 60,726 >5%
Tangible capital to tangible assets 170,712  14.1% 18,218 21.5% -- --
Tier 1 capital to risk-weighted assets 170,712 %/.0 -- -- 60,424 26%

(16) EMPLOYEES’ RETIREMENT PLAN

Substantially all of the Bank’s full-time ermogkes participate in a 401(k) retirement plan {flan”). The Plan is
administered by Standard Insurance Company, thradngth employees can choose from a variety of Iretatual funds to
invest their fund contributions. Under the termh¢he Plan, the Bank makes monthly contributionstiie benefit of each
participant in an amount that matches one-halhefgarticipant’s contribution, not to exceed 3%haf participants’ monthly
base salary. All contributions made by particigaare immediately vested and cannot be forfei@ontributions made by the
Bank, and related earnings thereon, become vestibe fparticipants according to length of servieguirements as specified in
the Plan. Any forfeited portions of the contrilouts made by the Bank and the allocated earningedhere used to reduce
future contribution requirements of the Bank. Hian may be modified, amended or terminated adlideretion of the Bank.

The Bank’s contributions to the Plan amounitei7 16,000, $645,000, and $523,000 for the yeaaaie@ September 30, 2013,

2012, and 2011, respectively. These amounts heee included as compensation and fringe beneffisrese in the
accompanying consolidated statements of operations.

(17) STOCK OPTION PLAN
On January 27, 2004, the Company'’s stockhsldpproved an equity stock option plan through tioigtions to purchase up
to 250,000 shares of common stock may be granteffiters and employees of the Company. Optiong beagranted over a

period of ten years. The option price may notdss than 100% of the fair market value of the sharethe date of the grant.

The following table summarizes Option Planvéist during fiscal years 2013, 2012, and 2011.

Weighted avg. Range of
Number exercise price exercise price
of shares per share per share
Options outstanding at October 1, 2010 49,538 518 30.33-42.53
Forfeited - -- -
Options outstanding at September 30, 2011 49,538 35.15 30.33-42.53
Forfeited (2,000) 37.54 32.91-42.17
Options outstanding at September 30, 2012 47,538% 35.05 $ 30.33-42.53
Forfeited (6,400) 34.14 30.33-42.53
Options outstanding at September 30, 2013 41,138% 35.19 $ 30.33-42.17
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The weighted average remaining contractualdffoptions outstanding at September 30, 2013 28d 2011, were
2.8 years, 3.8 years and 4.8 years, respectively.

The following table provides information redeng the expiration dates of the stock options tamiding at September 30,
2013.

Number Weighted average
of shares exercise price
Expiring on:
July 27, 2014 3,000 $ 35.50
November 30, 2014 500 39.79
August 1, 2015 8,000 42.17
July 21, 2016 12,000 32.91
November 29, 2016 6,000 39.33
July 24, 2017 11,638 30.33
41,138 $ 35.19

All of the options outstanding at SeptemberZIl 3, are currently exercisable in accordanch thi¢ vesting schedules
outlined in each stock option agreement.

The following table illustrates the range rércise prices and the weighted average remairangactual lives for options
outstanding under the Option Plan as of Septembe?(®L3.

Options Outstanding Options Exercisable
Weighted avg. Weighted avg. Weighted avg.
Range of remaining exercise exercise
exercise prices Number contractual life price Nemb price
$ 35.50 3,000 0.8 years $ 35.50 008, $ 35.50
39.79 500 1.2 years 39.79 500 39.79
42.17 8,000 1.8 years 42.17 ,008 42.17
3291 12,000 2.8 years 3291 2,000 3291
39.33 6,000 3.2 years 39.33 006, 39.33
30.33 11,638 3.8 years 30.33 11,638 30.33
41,138 41,138

(18) SEGMENT INFORMATION

The Company has identified two principal opiegasegments for purposes of financial reportiBgnking and Mortgage
Banking. These segments were determined basdted@ampany’s internal financial accounting and répg processes and are

consistent with the information that is used to enagerating decisions and to assess the Compaesftsmance by the
Company’s key decision makers.

The Mortgage Banking segment originates mgedaans for sale to investors and for the poudfofithe Banking segment.
The Banking segment provides a full range of bagkiervices through the Bank’s branch network, estetiof mortgage loan
originations. A portion of the income presentedhia Mortgage Banking segment is derived from saldgans to the Banking
segment based on a transfer pricing methodologyigttiesigned to approximate economic reality. Oiiger and Eliminations
segment includes financial information from thegrdrcompany plus inter-segment eliminations.
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The following table presents financial infotina from the Company’s operating segments foryers ended September 30,
2013, 2012, and 2011. Dollar amounts are exprassiusands.

Mortgage Other and
Year ended September 30, 2013 Banking Banking Bétions Consolidated
Net interest income $ 43,196 - - (503) 42,693
Provision for loan losses (9,600) -- -- (9,600)
Other income 1,990 64,509 (3,764) 62,735
General and administrative expenses 28,658 42,593 (1,144) 70,107
Income tax expense 10,059 8,438 (1,203) 17,294
Net income $ 16,069 13,478 (1,920) 27,627
Total assets $1,122,948 1,673 534, 1,144,155
Mortgage Other and
Year ended September 30, 2012 Banking Banking Bétions Consolidated
Net interest income $ 50,015 - - (536) 49,479
Provision for loan losses 10,500 -- -- 10,500
Other income (419) 55,631 (2,917) 53,295
General and administrative expenses 26,114 37,445 (732) 62,827
Income tax expense 4,998 7,002 (663) 11,337
Net income $ 7,984 11,184 (1,058) 18,110
Total assets $ 1,218,998 1,623 208, 1,240,826
Mortgage Other and
Year ended September 30, 2011 Banking Banking Bétions Consolidated
Net interest income $ 52,634 - - (468) 52,166
Provision for loan losses 49,326 -- 68 49,394
Other income (8,878) 34,736 (1,384) 24,474
General and administrative expenses 23,263 31,124 (689) 53,698
Income tax expense (benefit) (11,101) 1,391 (474) (10,184)
Net income (loss) $ (17,732) 4,22 (757) (16,268)
Total assets $1,231,109 1,496 97D, 1,253,584

(19) COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Bankehésred into financial agreements with off-balashbeet risk to meet the
financing needs of its customers. These finanog&iuments include commitments to extend crethndby letters of credit and
financial guarantees. Those instruments involvearying degrees, elements of credit risk, interate risk, and liquidity risk,
which may exceed the amount recognized in the didiladed financial statements. The contract amoantstional amounts of
those instruments express the extent of involvertienBank has in particular classes of financisfriiments.

With regard to financial instruments for contnménts to extend credit, standby letters of crexdit] financial guarantees, the
Bank’s exposure to credit loss because of non-padace by another party is represented by the actoial amount of those
instruments. The Bank uses the same credit pslinienaking commitments and conditional obligatiasst does for on-
balance-sheet instruments.
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As of September 30, 2013, the Bank had outstgrmbmmitments to originate $6.6 million in commiaf real estate loans,
$181.8 million of fixed rate residential first mgage loans and $12.4 million of adjustable ratelessial first mortgage loans.
Commercial real estate loan commitments have appeig average committed rates of 5.0%. Residemiistgage loan
commitments have an approximate average commitiedof 4.2% and approximate average fees and ditx0fi0.1%. The
interest rate commitments on residential loans gdiyeexpire 60 days after the commitment datderigst rate commitments on
commercial real estate loans have varying ternexparation. As of September 30, 2013, the Bankdadtanding
commitments related to stand-by letters of crefi§a6,000.

As of September 30, 2012, the Bank had oudgtgrcommitments to originate $361.5 million ofdikrate residential first
mortgage loans and $47.1 million of adjustable rasidential first mortgage loans. Such residéntartgage loan commitments
have an approximate average committed rate of add@approximate average fees and discounts of OTI#é.interest rate
commitments on residential loans generally expreléys after the commitment date. As of Septer@be2012, the Bank had
outstanding commitments related to stand-by leti€csedit of $794,000.

At September 30, 2013 and 2012, the Bank bathatments to sell loans of approximately $177.8iom and
$405.2 million, respectively. These instrumentstam an element of risk in the event that othetipsare unable to meet the
terms of such agreements. In such event, the Bdodhs receivable held for sale would be exposenarket fluctuations.
Management does not expect any other party to lefauts obligations and, therefore, does not ekpeincur any costs due to
such possible default.

(20) LEGAL CONTINGENCIES

Various legal claims arise from time to timiehin the normal course of business which, in thmimn of management, are
not expected to have a material effect on the Caryipaonsolidated financial statements.

(21) SIGNIFICANT ESTIMATES AND CONCENTRATIONS

The recent protracted economic decline preskfimancial institutions with unprecedented cirstmmces and
challenges which in some cases resulted in largiénes in the fair values of investments and o#is=ets, constraints on
liquidity and significant credit quality problemscluding severe volatility in the valuation of testate and other
collateral supporting loans. The financial statetadnave been prepared using values and informatioently
available to the Company.

Given the volatility of recent economic coimtiis, the values of assets and liabilities recoidete financial statements could
change rapidly, resulting in material future adjusits in asset values, the allowance for loan $ss&l capital that could
negatively impact the Company’s ability to meetulagpry capital requirements and maintain sufficieguidity.

The Company’s construction and development foartfolio includes loans that are in excess glesuvisory loan-to-value
limits. As of September 30, 2013 and 2012, 5.0% Bh0% of this portfolio was made up of such Igaespectively.

(22) FAIR VALUE OPTION

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

The aggregate fair value of these loans wak &@llion and $3.8 million greater than the aggtegunpaid principal balance at

September 30, 2013 and 2012, respectively. Irtéresme on loans held for sale is included inri@$é on loans receivable in
the accompanying statements of income.
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(23) DERIVATIVE INSTRUMENTS

The Company has commitments outstanding tenelxtredit that have not closed prior to the enithefperiod. As the
Company enters into commitments to originate lo@raso enters into commitments to sell the loarthe secondary market on
a “best-efforts” basis. Such commitments to oaggnloans held for sale are considered derivatisguiments in accordance
with GAAP, which requires the Company to recograftelerivative instruments in the balance sheettandeasure those
instruments at fair value. As a result of markiogmarket commitments to originate loans, the Camyprecorded a decrease in
other assets of $1.2 million, a decrease in ofhbilities of $299,000, and a decrease in othevrime of $873,000 for the year
ended September 30, 2013. The Company recordedi@ase in other assets of $1.3 million, a deer@asther liabilities of
$382,000, and an increase in other income of $llliomfor the year ended September 30, 2012.

Additionally, the Company has commitmentsetb pans that have closed prior to the end ofggod. Due to the mark to
market adjustment on commitments to sell loans fwgldale, the Company recorded a decrease in afsts of $2.0 million, an
increase in other liabilities of $230,000, and ardase in other income of $2.2 million during te@aryended September 30,
2013. The Company recorded an increase in otlsetsasf $571,000, a decrease in other liabilitfe®l®2,000, and an increase
in other income of $733,000 during the year endegt&nber 30, 2012.

The balance of derivative instruments relatedommitments to originate and sell loans at Sapt 30, 2013 and 2012, is
disclosed in Footnote 24, Fair Value Measurements.

(24) FAIR VALUE MEASUREMENTS

Fair value is defined as the price that wdikiely be received to sell an asset, or paid togfer a liability, in an orderly
transaction between market participants at the aneasent date. GAAP identifies three primary measunt techniques: the
market approach, the income approach, and theappsbach. The market approach uses prices andretegant information
generated by market transactions involving idehticazomparable assets or liabilities. The incapproach uses valuations or
techniques to convert future amounts, such asftashk or earnings, to a single present amount. dds approach is based on
the amount that currently would be required toaeelthe service capability of an asset.

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

« Level 1 — Quoted prices in active markets for idmitassets or liabilities that the Company hasathibity to access at
the measurement date.

» Level 2 — Inputs other than quoted prices includiét Level 1 that are observable for the assetadnillty, either
directly or indirectly. Level 2 inputs include:uated prices for similar assets or liabilities atiee markets; quoted
prices for identical or similar assets or liabdgiin markets that are not active; inputs othem thaoted prices that are
observable for the asset or liability; and inpbisttare derived principally from, or corroborated @bservable market
data by correlation or other means.

» Level 3 — Unobservable inputs for the asset oilitgfor which there is little, if any, market agity for the asset or
liability at the measurement date. Unobservalpets reflect the Company’s own assumptions abouatt wiarket
participants would use to price the asset oilitgb These inputs may include internally deveddppricing models,
discounted cash flow methodologies, as well aguments for which the fair value determinatioguiees significant
management judgment.

The Company measures certain financial assetdiabilities at fair value in accordance with A These measurements

involve various valuation techniques and assumethieatransactions would occur between marketgpénts in the most
advantageous market for the Company.

57



The following is a summary of valuation teafurés utilized by the Company for its significamiaincial assets and liabilities
measured at fair value on a recurring basis amugreézed in the accompanying balance sheets, asawfie general
classification of such assets and liabilities parguo the valuation hierarchy:

Available for sale securities

Securities available for sale consist of coap®debt, trust preferred, U. S. government spaialsagency, and municipal
securities. Such securities are valued using markees in an active market, if available. Thisasurement is classified as
Level 1 within the hierarchy. Less frequently gddsecurities are valued using industry standamdietsavhich utilize various
assumptions such as historical prices of the sarsarilar securities, and observation of marketgsiof securities of the same
issuer, market prices of same-sector issuers,iged income indexes. Substantially all of thessuagptions are observable in
the marketplace or can be derived from observadife. dThese measurements are classified as Levi¢ghid the hierarchy.

Mortgage-backed securities available for satgch consist of agency pass-through and participaertificates issued by
GNMA, FNMA, and FHLMC, were valued by using indysitandard models which utilize various inputs assumptions such
as historical prices of benchmark securities, pyepEnt estimates, loan type, and year of originatiBabstantially all of these
assumptions are observable in the marketplacerobealerived from observable data. These measuterare classified as
Level 2 within the hierarchy.

Loans held for sale

Loans held for sale are valued using quoteketgrices for loans with similar characteristiG&his measurement is classified
as Level 2 within the hierarchy.

Commitments to Originate Loans and Forward Sales Commitments

Commitments to originate loans and forwar@salommitments are valued using a valuation modatiwconsiders
differences between current market interest ratdscammitted rates. The model also includes assang) which estimate fall-
out percentages, for commitments to originate lpand average lives. Fall-out percentages, whdage from ten to forty
percent, are estimated based upon the differerteeeba current market rates and committed ratesraige lives are based upon
estimates for similar types of loans. These measants use significant unobservable inputs andlassified 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 and the level withie fair value hierarchy in which the measureméait at September 30, 2013
(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 agency securities $ 183,164 110,982 72,182 --
Corporate debt securities 69,110 - 69,110 -
Municipal securities 422 -- 422 --
Mortgage-backed securities, available for sale
Pass through certificates
guaranteed by GNMA - fixed rate 70 - 70 -
Pass through certificates
guaranteed by FNMA — adjustable rate 126 - 126 -
FHLMC patrticipation certificates:
Fixed rate 127 -- 127 --
Adjustable rate 110 -- 110 --
Loans held for sale 69,079 -- 69,079 --
Commitments to originate loans 1,387 -- - 1738
Forward sales commitments 217 - - 217
Total assets $ 323,812 110,982 211,226 ,604
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Liabilities:
Commitments to originate loans
Forward sales commitments
Total liabilities

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
$ 213 - - 12
362 - - 362
$ 575 - - -- 575

The following table presents the fair valueasurements of assets recognized in the accompglngiance sheets measured
at fair value on a recurring basis and the levéhiwithe fair value hierarchy in which the measueats fall at September 30,

2012 (in thousands):

Assets:
Securities, available for sale
U. S. government agency securities
Corporate debt securities
Municipal securities

Mortgage-backed securities, available for sale

Pass through certificates
guaranteed by GNMA — fixed rate
Pass through certificates
guaranteed by FNMA — adjustable rate
FHLMC patrticipation certificates:
Fixed rate
Adjustable rate
Loans held for sale
Commitments to originate loans
Forward sales commitments
Total assets

Liabilities:
Commitments to originate loans
Forward sales commitments
Total liabilities

Quoted Prices in Significant Significant
Active Markets for Other Unobservable
Fair Identical Assets Observable Inputs
Value (Level 1) Inputs (Level 2) (Level 3)
$ 153,166 142,359 10,807 -
61,018 -- 61,018 --
6 - 6 -
81 - 81 --
152 -- 152 -
190 - 190 -
131 - 131 -
163,834 - 163,834 -
2,559 - - 2%5
2,194 - - 2,194
$ 383,331 142,359 236,219 , 758
$ 512 - - 15
133 - - 133
$ 645 - - -- 645

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

Balance at October 1, 2011

Total realized and unrealized gains (losses):

Included in net income
Balance at September 30, 2012
Total realized and unrealized gains:
Included in net income
Balance at September 30, 2013

Commitments

to Originate Forward Sales
Loans Commitments

$ 360 328,

1,687 733

2,047 2,061

(873) ,2(5)

$ 1,174 (145)
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Realized and unrealized gains and losses riotide table above and included in net incomeHeryear ended September 30,
2013, are reported in the consolidated statemdmtparations as follows (in thousands):

Other
Income
Total gains (losses) $ (3,079
Changes in unrealized gains (losses) relatingdetas
still held at the balance sheet date $ --

Realized and unrealized gains and losses motée table above and included in net incomdtieryear ended September 30,
2012, are reported in the consolidated statemédmtparations as follows (in thousands):

Other
Income
Total gains (losses) $ 2,420
Changes in unrealized gains (losses) relatingdetas
still held at the balance sheet date $ --

The following is a summary of valuation teafurés utilized by the Company for its significamiaincial assets and liabilities
measured at fair value on a nonrecurring basigetagnized in the accompanying balance sheetsebhaswthe general
classification of such assets and liabilities parguo the valuation hierarchy:

Impaired loans

Loans for which it is probable that the Compauill not collect principal and interest due aatiolg to contractual terms are
measured for impairment. If the impaired loardisntified as collateral dependent, then the fduesanethod of measuring the
amount of impairment is utilized. This method riegs obtaining a current independent appraisgh@ficbllateral and other
internal assessments of value. Appraisals areér@utavhen an impaired loan is deemed to be codhtiypendent and at least
annually thereafter. Fair value is generally thpraised value less estimated selling costs andbmalyscounted further if
management believes any other factors or events &ld@cted the fair value. Impaired loans aresifizsl within Level 3 of the
fair value hierarchy.

The carrying value of impaired loans that wereneasured during the years ended Septembef38,a&hd 2012, was
$21.2 million and $72.5 million, respectively.

Foreclosed Assets Held For Sale

Foreclosed assets held for sale are initr@ityrded at fair value as of the date of forecledeiss any estimated selling costs
(the “new basis”) and are subsequently carrieti@tdwer of the new basis or fair value less sgltinsts on the current
measurement date. Fair value is estimated througknt appraisals, broker price opinions, orrigiprices. Appraisals are
obtained when the real estate is acquired andst smnually thereafter. Foreclosed assets hekhfe are classified within
Level 3 of the fair value hierarchy.

The carrying value of foreclosed assets helgéle was $11.3 million and $17.0 million at $eplber 30, 2013 and 2012,
respectively. During fiscal 2013, charge-offs amteases in specific reserves related to foredlassets held for sale that were
re-measured during the period totaled $1.0 milli@uring fiscal 2012, charge-offs and increasespiecific reserves related to
foreclosed assets held for sale that were re-medgluring the period totaled $3.9 million.

60



Investment in LLCs

Investments in LLCs are accounted for usirgefuity method of accounting. On a quarterlydabiese investments are
analyzed for impairment in accordance with ASC 3P335-32, which states that an other than tempatecjine in value of an
equity method investment should be recognized. Admpany utilizes a multi-faceted approach to mesathe potential
impairment. The internal model utilizes the foliog valuation methods: 1) liquidation or appraisetiies determined by an
independent third party appraisal; 2) an on-goingjfess, or discounted cash flows method whereicaish flows are derived
from the sale of fully-developed lots, the devel@mtnand sale of partially-developed lots, the of@naof the homeowner’'s
association, and the value of raw land obtainechfam independent third party appraiser; and 3)ragaing business method,
which utilizes the same inputs as method 2, bugpres that cash flows will first be generated ftbmsale of raw ground and
then from the sale of fully-developed and partiggrveloped lots and the operation of the homeowrassociation. The
significant inputs include raw land values, absorptates of lot sales, and a market discount rktanagement believes this
multi-faceted approach is reasonable given theliglibjective nature of the assumptions and thfemifices in valuation
techniques that are utilized within each approa&cty. ( order of distribution of assets upon potéfijaidation). As a result of
this analysis, the Company determined that itsstment in Central Platte was materially impaired eetorded an impairment
charge of $2.0 million ($1.2 million, net of taxjiihg the year ended September 30, 2010. Duriagjtiarter ended March 31,
2012, list prices of fully-developed lots in CehtPdatte’s residential development were reducede Tompany incorporated
these lower prices into its internal valuation mopddich resulted in an additional impairment cheard $200,000 ($123,000, net
of tax) during the quarter ended March 31, 2012. other events have occurred that would indicayeaalditional impairment of
the Company’s investment in Central Platte. Inwestt in LLCs is classified within Level 3 of tharfaalue hierarchy.

The carrying value of the Company’s investmartLCs was $16.5 million and $17.2 million at $ember 30, 2013 and
2012, respectively

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

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

Securities and mortgage-backed securities held toaturity

Securities that trade in an active market are whligging market prices, if available. Securitiest @tho not trade in an active
market were valued by using industry standard nsodiich utilize various inputs and assumptions aghistorical prices
of similar securities, estimated delinquenciesadis$, and loss severity.

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

Loans receivable held for investment
Fair values are computed for each loan categangusarket spreads to treasury securities withlaimmaturities and
management’s estimates of prepayments.

Customer and brokered deposit accounts

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

Advances from FHLB
The estimated fair values of advances from FHLBdetermined by discounting the future cash flofwsx@sting advances
using rates currently available for new advanceh gimilar 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 diféer&etween current
levels of interest rates and the committed rates.
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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 measurementsdabeptember 30, 2013 (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 $ 6,347 6,347 -- --
Stock in Federal Home Loan Bank 7,679 - 7,679 -
Mortgage-backed securities held to maturity 3,074 -- 43,143 --
Loans receivable held for investment 696,33 - -- 726,408
Financial Liabilities:
Customer deposit accounts 748,193 -- - 749,561
Advances from FHLB 155,000 - - 156,885
Subordinated debentures 25,774 - - 10,310

The following table presents estimated faluga of the Company’s financial instruments andi¢ivel within the fair value
hierarchy in which the fair value measurementsadabeptember 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 733,77 -- - 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 esland fair values of the Company’s unrecognizeahfiial instruments. Dollar
amounts are expressed in thousands.

September 30, 2013 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 $ 17,421 (73) $ 2,446 11
Lending commitments — floating rate 5,813 34 926 9

Commitments to sell loans -- - - - -
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The fair value estimates presented are basgexinent information available to managemerafé&eptember 30, 2013 and
2012. Although management is not aware of anyfadhat would significantly affect the estimatad ¥alues, such amounts
have not been comprehensively revalued for purpoféese consolidated financial statements sinaedate. Therefore,
current estimates of fair value may differ sigrafitly from the amounts presented above.

(25) REGULATORY AGREEMENTS

On April 30, 2010, the Board of Directors of NoAmerican Savings Bank, F.S.B. (the “Bank”), a Whrowned subsidiary
of the Company, entered into a Supervisory Agreémith the Office of Thrift Supervision (“OTS”), ¢hBank’s primary
regulator at that time. The agreement requiredyrenother things, that the Bank revise its policegarding internal asset
review, obtain an independent assessment of daatice for loan and lease losses methodology amdiucd an independent
third-party review of a portion of its commerciaddaconstruction loan portfolios. The agreement disected the Bank to
provide a plan to reduce its classified assetstaréliance on brokered deposits, and restridiedoyment of dividends or other
capital distributions by the Bank during the peraddhe agreement. The agreement did not direcBlank to raise capital,
make management or board changes, revise any @iaiep or restrict lending growth.

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

The Bank’s Supervisory Agreement and the Campjsaagreement with the OTS were assigned to ti@i 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 Supervisory Agreemé&he Consent Order requires that the Bank estabisbus plans and
programs to improve its asset quality and to enthe@dequacy of allowances for loan and leasesodsrequires the Bank to
obtain an independent third-party review of its fmmmogenous loan portfolios and to enhance itsitcagighinistration systems.
Among other items, it also requires a written capitaintenance plan to ensure that the Bank’s Tieverage capital and total
risk-based capital ratios remain equal to or gretaten 10% and 13%, respectively. As of SepterBBeR013, the Bank’s actual
Tier 1 leverage capital and total risk-based capdtzos were 17.7% and 25.1%, respectively. Thagent Order does not direct
the Bank to raise capital, make management or bad@dges, or restrict lending.

On November 29, 2012 the Company’s Board oé@ors entered into a formal written agreementh wie Federal Reserve
Bank of Kansas City, which replaces and terminite<Company’s previous agreement with the OTS. agreement with FRB
restricts the payment of dividends or other capiistributions by the Company, restricts the Conyfmability to incur, increase,
or guarantee any debt, and restricts the Compafjfisy to purchase or redeem any of its stockadndition, the agreement
restricts the Company and its wholly-owned statutosst, NASB Preferred Trust I, from making dibtriions of interest,
principal, or other sums on subordinated debenturéssist preferred securities.

On February 1, 2013, the Board of DirectorthefBank signed an additional Consent Order viieh@CC, effective as of that
date. This Consent Order requires the Bank to ¢akesctive action to enhance its program for caamgle with the Bank
Secrecy Act (“BSA”) and other anti-money launderiequirements. The Consent Order requires, amtireg things, that the
Bank improve its processes to better identify amdhitor accounts and transactions that pose a griebe normal risk for
compliance with the BSA. The Consent Order alsmires the Bank to maintain an effective risk ass®snt process,
monitoring mechanisms, training programs and apjatgpsystems to review the activities of custoamrounts.
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(26) PARENT COMPANY FINANCIAL INFORMATION

NASB Financial, Inc.
Balance Sheets
September 30, September 30,

2013 2012
ASSETS (Dollars in thousands)
Cash and cash equivalents $ 1,977 1,567
Investment in subsidiary 200,220 175,352
Investment in LLCs 16,499 17,222
Investment in NASB Trust Preferred | 774 774
Income taxes receivable 1,658 1,752
Other assets 892 835
$ 222,020 197,502
LIABILITIES AND STOCKHOLDERS' EQUITY
Liabilities

Subordinated debentures $ 25,774 25,774
Accrued interest payable 729 225
Total liabilities 26,503 25,999

Stockholders' equity
Common stock 1,479 1,479
Additional paid-in capital 16,613 16,657
Retained earnings 217,143 189,516
Treasury stock (38,418) (38,418)
Accumulated other comprehensive income (loss) (1,300) 2,269
Total stockholders' equity 195,517 171,503
$ 222,020 197,502

NASB Financial, Inc.
Statements of Operations

Years Ended September 30,
2013 2012 2011
(Dollars in thousands)

Income:
Income (loss) from subsidiary $ 28,482 18,835 (15,801)
Interest and dividend income - - 26
Provision for loan losses -- -- (68)
Gain on sale of real estate 45 25 37
Impairment loss on investment in LLCs -- (200) --
Loss from investment in LLCs (731) (257) (126)
Total income (loss) 27,796 18,403 (15,932)
Expenses:
Interest on subordinated debentures 504 536 494
Professional fees 119 155 75
Other expense 82 55 60
Total expenses 705 746 629
Income (loss) before income tax expense 27,091 17,657 (16,561)
Income tax benefit (536) (453) (293)
Net income (loss) $ 27,627 18,11C (16,268
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NASB Financial, Inc.
Statements of Cash Flows

Years ended September 30,

2013 2012 2011
Cash flows from operating activities: (Dollars in thousands)
Net income (loss) 27,627 18,11C (16,268
Adjustments to reconcile net income (loss) toaaesth
provided by (used in) operating activities:
Provision for loan losses - - 68
Gain on sale of real estate (45) (25) (37)
Loss from investment in LLCs 731 257 126
Impairment loss on investment in LLCs -- 200 --
Equity in undistributed (earnings) loss of sidiary (28,482) (18,835) 15,801
Change in income taxes receivable 94 (330) (40)
Change in accrued interest payable 504 143 (12)
Other (12) 297 (537)
Net cash provided by (used in) operatingvitts 417 (183) (898)
Cash flows from investing activities:
Principal repayments of loans receivable -- -- 630
Investment in LLC (7 (5) (1)
Net cash provided by (used in) investing atiési @) (5) 629
Cash flows from financing activities:

Change in escrows -- -- (36)
Net cash used in financing activities -- -- (36)
Net increase (decrease) in cash and cashadguis 410 (188) (305)

Cash and cash equivalents at beginning of period 1,567 1,755 2,060
Cash and cash equivalents at end of period 1,977 1,567 1,755

The Statement of Comprehensive Income is not agdghcfor the parent company.
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Report of Independent Registered Public Accountindrirm

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

We have audited the accompanying consolidadédahce sheets of NASB Financial, Inc. (the “Conypas of September 30,
2013 and 2012, and the related consolidated statsréoperations, comprehensive income (lossh iass and stockholders’
equity for each of the three years in the periodeenSeptember 30, 2013. The Company’s managemszgponsible for these
financial statements. Our responsibility is torgs an opinion on these consolidated financi&stants based on our audits.

We conducted our audits in accordance wittsthadards of the Public Company Accounting Ovéatdgpard (United
States). Those standards require that we plapearfdrm the audits to obtain reasonable assurdmmat avhether the financial
statements are free of material misstatement. a@dits included examining, on a test basis, evidasupporting the amounts
and disclosures in the financial statements, aisgptse accounting principles used and signifiastimates made by
management and evaluating the overall financiaéstant presentation. We believe that our audasigde a reasonable basis for
our opinion.

In our opinion, the consolidated financiaktsitaents referred to above present fairly, in altemal respects, the financial
position of NASB Financial, Inc. as of Septembey 3013 and 2012, and the results of its operatimasits cash flows for each
of the three years in the period ended Septemhe2(B, in conformity with accounting principlesngeally accepted in the
United States of America.

We also have audited, in accordance with thedards of the Public Company Accounting Oversigdrd (United States),
NASB Financial, Inc.’s internal control over finaakreporting as of September 30, 2013 based ¢erieriestablished in,
Internal Control-Integrated Framework, issued by the Committee of Sponsoring Organizations of the Treadway Commission
(COS0) and our report dated December 16, 2013 expressadaualified opinion on the effectiveness of tr@rpany’s internal
control over financial reporting.

BKD, Lep

Kansas City, Missouri
December 16, 2013
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Summary of Unaudited Quarterly Operating Results

The following tables include certain infornmaticoncerning the quarterly consolidated resulspefrations of the Company at

the dates indicated. Dollar amounts are expressttbusands, except per share data.

First Second Third Fourth
2013 Quarter  Quarter  Quarter Quarter Total
Interest income $ 13,593 12,913 12,091 11,972 50,569
Interest expense 2,412 2,022 1,818 1,624 7,876
Net interest income 11,181 10,891 10,273 10,348 ,69®
Provision for loan losses (4,000) (5,600) - -- ,6(D)
Net interest income after provision for loan losses 15,181 16,491 10,273 10,348 52,293
Other income 16,497 18,965 10,997 16,276 62,735
General and administrative expenses 18,155 17,5418,384 16,028 70,107
Income before income tax expense 13,523 17,916 8862, 10,596 44921
Income tax expense 5,206 6,898 1,111 4,079 17,294
Net income $ 8,317 11,018 1,775 6,517 27,627
Earnings per share - basic $ 1.06 1.40 0.23 0.83 3.51
Average shares outstanding 7,868 7,868 7,868 7,868 7,868

First Second Third Fourth
2012 Quarter Quarter Quarter  Quarter Total
Interest income $ 17,362 15,235 14,750 14,272 61,619
Interest expense 3,243 3,138 3,034 2,725 12,140
Net interest income 14,119 12,097 11,716 11,547 470
Provision for loan losses 2,500 5,000 3,000 -- 500,
Net interest income after provision for loan losses 11,619 7,097 8,716 11,547 38,979
Other income 10,549 8,289 15,561 18,896 53,295
General and administrative expenses 14,137 14,7706,063 17,856 62,827
Income before income tax expense 8,031 615 8,2112,587 29,447
Income tax expense 3,092 240 3,159 4,846 11,337
Net income $ 4,939 375 5,055 7,741 18,110
Earnings per share - basic $ 0.63 0.05 0.64 0.98 2.30

Average shares outstanding

7,868 7,868

7,868 7,868 7,868

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

David H. Hancock
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Christine Halla
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Lisa Lillard
Vice President
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Residential Lending

Dan Morton
Vice President
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Dan Reynoldson
Vice President
Residential Lending

Christine Schaben
Vice President
Human Resources

Rick Speciale
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Ron Stafford
Vice President
Residential Lending

Drake Vidrine
Vice President
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Lori West
Vice President
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Donna Williams
Vice President
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Branch Offices

Harrisonville, Missouri
2002 East Mechanic

Headquarters
Grandview, Missouri
12498 South 71 Highway

Lee’s Summit, Missouri
646 North 291 Highway

St. Joseph, Missouri
920 North Belt

Excelsior Springs, Missouri Independence, Missouri
1001 North Jesse James Ro&dl400 East 23rd Street

Residential Lending

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

789 NE Rice Road
Lee’s Summit, Missouri

4350 S National, Suite A100
Springfield, Missouri

Construction Lending
12520 South 71 Highway
Grandview, Missouri

Loan Administration
12520 South 71 Highway
Grandview, Missouri

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

and 2707 NW Prairie View Road
7012 NW Barry Road

Investor Information

Annual Meeting of Stockholders:
The Annual Meeting of Stockholders will bedveh Tuesday, January 28, 2014, at 8:30 a.m. itotitey of North American
Savings Bank, 12498 South 71 Highway, Grandviewsddiiri.

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

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

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

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

Shareholder and Financial Information:
Contact Keith B. Cox, NASB Financial, Inc. 488 South 71 Highway, Grandview, Missouri 640316) 765-2200.

Common Stock Prices and Dividends

At September 30, 2013, stockholders held 7@B¥outstanding shares of NASB Financial, Inc. eam stock, held by
approximately 1,100 record holders. The Company pash dividends of $0.225 per share in Novembé®2and February
2010. Since that date, no dividends have beemtbr paid by the Company. In accordance witagreement, which is
described more fully in Footnote 25, Regulatory égments, the Company is restricted from the paywofeditvidends or other
capital distributions during the period of the agrent without prior written consent from its primaegulator.

The table below reflects high and low bid psidor the Company’s common stock. The quotatiepsesent intra-dealer
guotations without retail markups, markdowns or nosgsions, and do not necessarily represent acturadctions.

Fiscal 2013 Fiscal 2012
Quarter ended High Low High Low
December 31 $ 2481 19.90 11.44 9.45
March 31 23.44 20.93 14.75 10.43
June 30 25.94 20.95 19.44 14.05
September 30 29.14 25.69 24.85 18.01
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Stockholder Return Performance Presentation

The line graph below compares the cumulatit@ &tockholder return on the Company’s commonkstodhe cumulative
total return total return of a broad index of thaSDAQ Capital Market and the NASDAQ Financial Index the period from
September 30, 2008 to September 30, 2013. Themafion presented below assumes $100 invested er8ber 30, 2008 in
the Company’s common stock and in each of the @gjiand assumes the reinvestment of all dividehtistorical stock price
performance is not necessarily indicative of futstack price performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among NASB Financial, Inc., the NASDAQ Composite Index, and the NASDAQ Financial Index

$250 -

$200

$150

$100

$50

$0 1 1 1 1 J
9/08 9/09 9/10 9/11 9/12 9/13
—&— NASB Financial, Inc. — & —NASDAQ Composite ---©--- NASDAQ Financial

*$100 invested on 9/30/08 in stock or index, including reinvestment of dividends.
Fiscal year ending September 30.

9/08 9/0¢ 9/10 9/11 9/12 9/13
NASB Financial, Inc. 100.00 84.04 53.96 32.67 80.99 89.43
NASDAQ Composite 100.00 103.76 116.52 120.44 157.60 195.6
NASDAQ Financial 100.0C 79.80 80.72 74.26 97.14 123.53
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12498 S. 71 Highway
Grandview, MO 64030
816.765.2200
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