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EXPLANATORY NOTE

Except as otherwise stated or the context otherwise requires, references in this Annual Report on Form 10-K to:
#we,” “our,” “us” and our “company” refer to:

Great Western Bancorporation, Inc., an lowa corporation, and its consolidated subsidiaries, for all periods prior to the
Formation Transactions;

Great Western Bancorp, Inc., a Delaware corporation, and its consolidated subsidiaries, for all periods after the
completion of the Formation Transactions;

“Great Western” refer to Great Western Bancorporation, Inc. but not its consolidated subsidiaries, for all periods prior to
the Formation Transaction, and Great Western Bancorp, Inc. but not its consolidated subsidiaries, for all periods after
the completion of the Formation Transaction;

our “bank” refer to Great Western Bank, a South Dakota banking corporation; and

#¥NAB” refer to National Australia Bank Limited, an Australian public company and our controlling stockholder.

.the “Formation Transactions” means a series of transactions completed on October 17, 2014 and undertaken in
preparation for our initial public offering comprised of:

the cash contribution by National Americas Holdings LLC to Great Western Bancorp, Inc. in an amount equal to the
total stockholder’s equity of Great Western Bancorporation, Inc.;

the sale by National Americas Investment, Inc. of all outstanding capital stock of Great Western Bancorporation, Inc.
to Great Western Bancorp, Inc. for an amount in cash equal to the total stockholder’s equity of Great Western
Bancorporation, Inc.; and

the merger of Great Western Bancorporation, Inc. with and into Great Western Bancorp, Inc., with Great Western
Bancorp, Inc. continuing as the surviving corporation and succeeding to all the assets, liabilities and business of Great
Western Bancorporation, Inc.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act. These forward-looking statements reflect our current views with respect to, among
other things, future events and our financial performance. These statements are often, but not always, made through
the use of words or phrases such as “may,” “might,” “should,” “could,” “predict,” “potential,” “believe,” “expect,” “continue,”
“anticipate,” “seek,” “estimate,” “intend,” “plan,” “projection,” “would,” “annualized” and “outlook,” or the negative version c
words or other comparable words or phrases of a future or forward-looking nature. These forward-looking statements
are not historical facts, and are based on current expectations, estimates and projections about our industry,
management’s beliefs and certain assumptions made by management, many of which, by their nature, are inherently
uncertain and beyond our control. Accordingly, we caution you that any such forward-looking statements are not
guarantees of future performance and are subject to risks, assumptions, estimates and uncertainties that are difficult to
predict. Although we believe that the expectations reflected in these forward-looking statements are reasonable as of
the date made, actual results may prove to be materially different from the results expressed or implied by the
forward-looking statements.

A number of important factors could cause our actual results to differ materially from those indicated in these
forward-looking statements, including those factors identified in “Item 1A. Risk Factors” or “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations” or the following:

current and future economic and market conditions in the United States generally or in our states in particular,
including the rate of growth and employment levels;
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changes in market interest rates;
the geographic concentration of our operations, and our concentration on originating business and agribusiness loans;
the relative strength or weakness of the agricultural and commercial credit sectors and of the real estate markets in the
markets in which our borrowers are located;
declines in the market prices for agricultural products for any reason;
our ability to effectively execute our strategic plan and manage our growth;
our ability to successfully manage our credit risk and the sufficiency of our allowance for loan loss;
our ability to attract and retain skilled employees or changes in our management personnel;
our ability to effectively compete with other financial services companies and the effects of competition in the
financial services industry on our business;
changes in the demand for our products and services;
the effectiveness of our risk management and internal disclosure controls and procedures;
fluctuations in the values of our assets and liabilities and off-balance sheet exposures;
our ability to attract and retain customer deposits;
our access to sources of liquidity and capital to address our liquidity needs;
possible changes in trade, monetary and fiscal policies of, and other activities undertaken by, governments, agencies,
central banks and similar organizations;
our ability to identify and address cyber-security risks;
any failure or interruption of our information and communications systems;
our ability to keep pace with technological changes;
our ability to successfully develop and commercialize new or enhanced products and
services;
possible impairment of our goodwill and other intangible assets, or any adjustment of the valuation of our deferred tax
assets;
the effects of problems encountered by other financial institutions;
the effects of geopolitical instability, including war, terrorist attacks, and man-made and natural disasters;
the effects of the failure of any component of our business infrastructure provided by a third
party;
the impact of, and changes in applicable laws, regulations and accounting standards and policies;
market perceptions associated with our separation from NAB and other aspects of our business;
our likelihood of success in, and the impact of, litigation or regulatory actions;
our inability to receive dividends from our bank and to service debt, pay dividends to our common stockholders and
satisfy obligations as they become due;

5.
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the effect of NAB’s control over us as a result of its continuing beneficial ownership of a majority of our outstanding
common stock;

the incremental costs of operating as a standalone public company;

our ability to retain service providers to perform oversight or control functions or services that have otherwise been
performed in the past by NAB; and

damage to our reputation from any of the factors described above, in “Item 1A. Risk Factors” or in “Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations.”

The foregoing factors should not be considered an exhaustive list and should be read together with the other
cautionary statements included in this Annual Report on Form 10-K. If one or more events related to these or other
risks or uncertainties materialize, or if our underlying assumptions prove to be incorrect, actual results may differ
materially from what we anticipate. Accordingly, you should not place undue reliance on any such forward-looking
statements. Any forward-looking statement speaks only as of the date on which it is made, and we do not undertake
any obligation to update or review any forward-looking statement, whether as a result of new information, future
developments or otherwise.

- 6-
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PART 1

ITEM 1. BUSINESS

Our Business

We are a full-service regional bank holding company focused on relationship-based business and agribusiness
banking. We serve our customers through 162 branches in attractive markets in seven states: South Dakota, Iowa,
Nebraska, Colorado, Arizona, Kansas and Missouri. We were established more than 70 years ago and have achieved
strong market positions by developing and maintaining extensive local relationships in the communities we serve. By
leveraging our business and agribusiness focus, presence in attractive markets, highly efficient operating model and
robust approach to risk management, we have achieved significant and profitable growth—both organically and through
disciplined acquisitions. We have successfully completed eight acquisitions since 2006, including our 2010 Federal
Deposit Insurance Corporation, or FDIC, assisted acquisition of TierOne Bank, which represented approximately $2.5
billion in acquired assets. Our net income was $105.0 million for fiscal year 2014 and our total loans and total assets
were $6.8 billion and $9.4 billion, respectively, at September 30, 2014.

We focus on business and agribusiness banking, complemented by retail banking and wealth management services.
Our loan portfolio consists primarily of business loans, comprised of commercial and industrial, or C&I, loans and
commercial real estate, or CRE, loans, and agribusiness loans. At September 30, 2014, our business and agribusiness
loans collectively accounted for 85% of our total loan portfolio. In addition, 62% of our aggregate loan portfolio,
comprising our CRE loans (representing 37% of our aggregate loan portfolio), residential real estate loans
(representing 13% of our aggregate loan portfolio) and agriculture real estate loans (representing 11% of our aggregate
loan portfolio), was primarily secured by interests in real estate predominantly located in the states in which we
operate. In addition, and some of our other lending occasionally involves taking real estate as primary or secondary
collateral. We offer small and mid-sized businesses a focused suite of financial products and have established strong
relationships across a diversified range of sectors, including key areas supporting regional growth such as agribusiness
services, freight and transport, healthcare and tourism. We have developed extensive expertise in agribusiness lending,
which serves one of the most prominent industries across our markets, and we offer a variety of financial services
designed to meet the specific needs of our agribusiness customers. We also provide a range of deposit and loan
products to our retail customers through several channels, including our branch network, online banking system,
mobile banking applications and customer care centers. In our wealth management business, we seek to expand our
private banking, financial planning, investment management and insurance operations to better position us to capture
an increased share of the business of managing the private wealth of many of our business and agribusiness customers.
Our banking model seeks to balance the best of being a “big enough” & “small enough” bank, providing capabilities
typical of a much larger bank, such as diversified product specialists, customized banking solutions and multiple
delivery channels, with a customer-focused culture usually associated with smaller banks. Our focus on balancing
these capabilities with a service-oriented culture is embedded within our operations and is enhanced by focusing on
our core competencies. We are well recognized within our markets for our relationship-based banking model that
provides for local, efficient decision making. We believe we serve our customers in a manner that is responsive,
flexible and accessible. Our relationship bankers strive to build deep, long-term relationships with customers and
understand the customers’ specific needs to identify appropriate financial solutions. We believe we have been
successful in attracting customers from larger competitors because of our flexible approach and the speed and
efficiency with which we provide banking solutions to our customers while maintaining disciplined underwriting
standards.

Our Business Strategy

We believe that stable long-term growth and profitability are the result of building strong customer relationships while
maintaining disciplined underwriting standards. We plan to focus on originating high-quality loans and growing our
low-cost deposit base through our relationship-based business and agribusiness banking. We believe that continuing to
focus on our core strengths will enable us to gain market share, continue to improve our operational efficiency and
increase profitability. The key components of our strategy for continued success and future growth include the
following:

Attract and Retain High-Quality Relationship Bankers
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A key component of our growth in our existing markets and entry into new markets has been our ability to attract and
retain high-quality relationship bankers. We have recruited approximately 42 new business and agribusiness
relationship bankers since
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January 1, 2011 (out of a total of approximately 160 business and agribusiness relationship bankers at September 30,
2014), with average industry experience of over 15 years when hired. We believe we have been successful in
recruiting qualified relationship bankers due primarily to our decentralized management approach, focused product
suite and flexible and customer-focused culture while continuing to provide sophisticated banking capabilities to serve
our customers’ needs. We intend to continue to hire experienced relationship bankers to execute our
relationship-driven banking model. We utilize a variable compensation structure designed to incentivize our
relationship bankers by tying their compensation to their individual overall performance and the performance of the
loans that they help originate, which we measure based on revenues, return on assets and asset quality/risk, among
other things. We believe this structure establishes the appropriate incentives to maximize performance and satisfy our
risk management objectives. By leveraging the strong networks and reputation of our experienced relationship
bankers, we believe we can continue to grow our loan portfolio and deposit base as well as cross-sell other products
and services.

Optimize Footprint in Existing and Complementary Markets

We pursue attractive growth opportunities to expand within our existing footprint and enter new markets aligned with
our business model and strategic plans. We believe we can increase our presence in under-represented areas in our
existing markets and broaden our footprint in attractive markets adjacent and complementary to our current markets
by continuing our emphasis on business and agribusiness banking. Our branch strategy is guided by our ability to
recruit experienced relationship bankers in under-represented and new markets. These bankers expand our banking
relationships into these markets prior to opening a branch, which increases our likelihood of expanding profitably by
developing an asset base before we establish a branch in that market. We will continue to opportunistically consider
opening new branches. We intend to capitalize on growth opportunities we believe exist in growing economies in and
adjacent to our existing markets.

Deepen Customer Relationships

We believe that our reputation, expertise and relationship-based banking model enables us to deepen our relationships
with our customers. We look to leverage our relationships with existing customers by cross-selling our products and
services. We have sought to grow our low-cost customer deposit base by attracting more deposits from our business
and agribusiness customers. We offer alternative cash management solutions intended to help retain business
customers. We seek to expand and enhance our wealth management platform through focused product offerings that
we believe will appeal to our more affluent customers. We intend to continue to capitalize on opportunities to capture
more business from existing customers throughout our banking network.

Continue to Improve Efficiency and Lower Costs

We believe that our focus on operational efficiency, even in light of incremental costs from being a public company, is
critical to our profitability and future growth. We intend to carefully manage our cost structure and continuously
refine and implement internal processes to create further efficiencies and enhance our earnings. We continue to
optimize our branch network and have commenced reviews of additional internal processes and our vendor
relationships, with a view to identifying opportunities to further improve efficiency and enhance earnings. We are also
continuing our efforts to shift our deposit base to lower-cost customer deposits, a strategic initiative that has been
primarily responsible for driving our cost of deposit funding down since September 30, 2012. We believe our scalable
systems, risk management infrastructure and operating model will better enable us to achieve further operational
efficiencies as we grow our business.

Opportunistically Pursue Acquisitions

Our management team has extensive expertise and a successful track record in evaluating, executing and integrating
attractive, franchise-enhancing acquisitions. We have successfully completed eight acquisitions since 2006, including
our 2010 Federal Deposit Insurance Corporation, or FDIC, assisted acquisition of TierOne Bank, which represented
approximately $2.5 billion in acquired assets. We will continue to consider acquisitions that are consistent with our
business strategy and financial model as opportunities arise. [llustrated below, as of September 30 of each indicated
year, is the growth in our total assets as a result of our acquisitions in that fiscal year.

8-
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(1) Acquired assets are the total of the fair value of assets acquired and the net cash and cash equivalents received at
the time of acquisition in each indicated year.

Our Operating Model

We believe our highly efficient and scalable operating model has enabled us to operate profitably, remain competitive,
increase market share and develop new business. We emphasize company-wide operating principles focused on
proactive expense management, targeted investment, disciplined lending practices and focused product offerings. We
have achieved cost efficiencies by consolidating our branch network through the closure of less profitable locations
and through our demonstrated success in acquiring and integrating banks. We have also achieved significant cost
efficiencies through the use of Kaizen & Lean principles, which are management techniques for improving processes
and reducing waste, to eliminate redundancies and improve the efficient allocation of resources throughout our
operations. We believe our focus on operating efficiency has contributed significantly to our return on equity, return
on assets and net income.

Our Relationship With NAB

Great Western Bancorp, Inc., a Delaware corporation, was formed in July 2014 as a wholly owned subsidiary of
National Americas Holdings LLC to be the publicly traded holding company for Great Western Bank. National
Americas Holdings LL.C was formed as a Delaware limited liability company in 2008 by NAB to facilitate NAB’s
purchase of Great Western Bank. In connection with our initial public offering in October 2014, Great Western
Bancorp, Inc. purchased all outstanding common stock issued by Great Western Bancorporation, Inc., an Iowa
corporation formed in 1968 which was then the holding company for Great Western Bank, from National Americas
Investments, Inc., a wholly owned subsidiary of National Americas Holdings LLC. Following this purchase, Great
Western Bancorporation, Inc. merged with and into Great Western Bancorp, Inc., with Great Western Bancorp, Inc.
continuing as the surviving corporation and succeeding to all the assets, liabilities and business of Great Western
Bancorporation, Inc. We conduct our business through our bank as a single reportable segment, with all of our
identifiable assets located in the United States.

As a wholly owned subsidiary of NAB prior to our initial public offering, we historically received financial and
administrative support from NAB and its affiliates and engaged in business transactions with them, including NAB
London Branch (a branch of National Australia Bank Limited), or NAB London Branch, acting as counterparty
pursuant to an ISDA master agreement with our bank on approximately $978.3 million in total notional amount of
interest rate swaps outstanding at September 30, 2014. NAB continues to own 68.2% of our outstanding common
stock and to have significant control over us and our operations. In connection with our initial public offering, we and
NAB entered into certain agreements providing a framework for our ongoing relationship with NAB, including a
stockholder agreement, which we refer to as the Stockholder Agreement, governing NAB’s rights as a stockholder
until such time as NAB ceases to control us for purposes of the U.S. Bank Holding Company Act of 1956, as
amended, or the BHC Act, a transitional services agreement, which we refer to as the Transitional Services
Agreement, pursuant to

_9.
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which NAB has agreed to continue to provide us with certain services for a transition period and a registration rights
agreement, which we refer to as the Registration Rights Agreement, requiring that we register shares of our common
stock beneficially owned by NAB under certain circumstances. As part of the Formation Transactions, we also
assumed certain outstanding previously existing indebtedness owed by our predecessor Great Western
Bancorporation, Inc. to NAB. We may continue to engage in business transactions with NAB and its affiliates in the
future, including by continuing to use NAB London Branch as a counterparty to our bank for interest rate swaps.
Our Business Lines
Business Banking
Business banking is a key focus of our business model and is one of our core competencies. We provide business
banking services to small and mid-sized businesses across a diverse range of industries, including key sectors
supporting regional growth such as ancillary agribusiness services (e.g., farm equipment suppliers and grain and seed
merchants), freight and transport, healthcare (e.g., hospitals, physicians, care facilities and dentists) and tourism. We
offer our business banking customers a focused range of financial products designed to meet the specific needs of their
businesses, including loans, lines of credit, cash management services, online business deposit and wire transfer
services, in addition to checking and savings accounts and corporate credit cards. At September 30, 2014, business
banking represented $2.41 billion in deposits and $4.11 billion in loans, representing 34% and 60%, respectively, of
our total deposits and loans.
Our business banking model is based on a fundamental understanding of the communities we serve and the banking
needs of our customers. Our bank employs experienced relationship bankers across our footprint, each of whom offers
our bank’s suite of business banking products and services to our customers. Our relationship bankers strive to build
deep, long-term customer relationships with our banking customers and to understand our customers’ specific needs to
identify appropriate financial solutions.
Our business banking lending portfolio comprises C&I and CRE loans. C&I loans represent one of our core
competencies in business banking. We offer a focused range of lending products to our C&I customers, including
working capital and other shorter-term lines of credit, fixed-rate loans over a wide range of terms, including our
tailored business loans, and variable-rate loans with varying terms. CRE loans include both owner-occupied CRE and
non-owner-occupied CRE loans, multifamily residential real estate loans and construction and development loans.
CRE lending is a significant component of our overall loan portfolio, although we are focused on managing our
exposure to construction and development lending, in particular, which we believe is relatively riskier than other types
of CRE lending, including owner-occupied CRE lending. The composition of our business lending, as of September
30, 2014, is as follows:

September 30, 2014

% of Total
Towa/ . Loan
Nebraska Kansas / South Arizona / Other)  Total Unpaid
. . Dakota Colorado S
Missouri Principal
Balance

(dollars in thousands)
C&lI loans $369,688 $710,259 $267,581 $189,163 $34,949 $1,571,640 230 %
Owner-occupied CRE loans 231,920 365,828 250,039 294,243 9,838 1,151,868 16.9 %
Non-owner-occupied CRE loans 171,956 254,815 310,543 163,236 21,845 922,395 13.5 %
ﬁ)‘;ﬂ?wcmn and development 0 351 101654 61420 34922 13674 314000 46 %

Multifamily residential real - ) 551 5, (o9 37996 35104 13551 152931 22 %
estate loans

Total business loans $917,476 $1,457,245 $927,588 $716,668 $93,857 $4,112,834 603 %

(1)Balances in this column represent acquired workout loans and certain other loans managed by our staff,
commercial credit card loans, fair value adjustments related to acquisitions and loans for which we have elected the
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fair value option, which could result in a negative carrying amount in the event of a net negative fair value
adjustment.
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The compositions of our C&I and CRE loan portfolios, aggregated by customer exposure as of September 30, 2014,
are diversified across loan sizes, as set forth below:

C&I and CRE Loan Portfolio Compositions

C&l CRE

-11-
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Agribusiness Banking

In addition to business banking, we consider agribusiness lending one of our core competencies. We have been
providing banking services to the agricultural community since our bank was founded in 1935. We have developed
extensive expertise and brand recognition in agribusiness lending (which we believe is one of the fastest growing
industries in the markets where we operate and which is the largest single industry that we serve) and provide loans
and banking services to agribusiness customers across our geographic footprint. We predominantly lend to grain and
protein producers who produce a range of agricultural commodities. Our agribusiness customers range in size from
small, family farms to large, commercial farming operations. At September 30, 2014, our agribusiness loan portfolio
was $1.68 billion, representing 25% of our bank’s $6.82 billion in total lending. Our agribusiness loan portfolio was
balanced at September 30, 2014, among the major types of agricultural production undertaken in our footprint, with
grains (primarily corn, soybeans and wheat) representing 38% of our agribusiness loan portfolio; proteins representing
46% of our agribusiness loan portfolio (primarily beef cattle, dairy products and hogs); and other products
representing 16% of our agribusiness loan portfolio (including cotton, trees, fruits and nuts and vegetables, among
others), as set forth below:

Agribusiness Loan Portfolio

The composition of our agribusiness lending portfolio is also geographically diversified across our locations in our
four business regions, as set forth below:

September 30, 2014
o % of Agribusiness
Agribusiness Loans Loan Portfolio

(dollars in thousands)

South Dakota $575,755 34.2%
Arizona and Colorado 512,207 30.5%
Towa, Kansas and Missouri 451,859 26.9%
Nebraska 139,922 8.3%
Other®) 1,466 0.1%
Total $1,681,209 100.0%

(1) Balances in this row represent acquired workout loans and certain other loans managed by our staff, fair value
adjustments related to acquisitions and loans for which we have elected the fair value option, which could result in a
negative carrying amount in the event of a net negative fair value adjustment.

-12-
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We offer a number of products to meet our agribusiness customers’ banking needs, from short-term working capital
funding to long-term land-related lending, as well as other tailored services. Through relationships with insurance
agencies, we offer and sell crop insurance that can provide farms with options for financial protection from various
events, including flood, drought, hail, fire, disease, insect damage, wildfire and earthquake. We service our
agribusiness customers through dedicated relationship bankers with deep industry/sector knowledge, supplemented by
a team of local bankers focused on agriculture who build long-term relationships with customers.
Retail Banking
Retail banking provides a source of low-cost funds and deposit-related fee income. At September 30, 2014, our branch
network consisted of 162 branch offices located in 116 communities. Our branch network enhances our ability to
gather deposits, expand our brand presence, service our customers’ needs, originate loans and maintain our lending
relationships.
We offer traditional banking products to our retail customers, including checking accounts, savings and money market
accounts, individual retirement accounts, or IRAs, and certificates of deposit, or CDs. As the banking industry
continues to experience broader customer acceptance of online and mobile banking tools for conducting basic banking
functions and retail customers use branch locations with less frequency than they have historically, we serve our
customers through a wide range of non-branch channels, including online, telephone and mobile banking platforms. In
addition, we continue to optimize our branch network and have closed less profitable branches. We continue to strive
to optimize the effectiveness of our distribution channels and increase our operational efficiency to adapt to increasing
customer preferences for self-service banking capabilities. At September 30, 2014, we had ATMs at 155, or 96%, of
our branches and had another 41 company-owned ATMs at off-site locations. We are part of the MoneyPass,
SHAZAM and NETS networks, enabling our customers to take out cash surcharge-free and service charge-free at over
25,000 ATM locations across the country.
Our retail branch network is spread among our four regions as follows:

September 30, 2014

Number of branches % of branches
South Dakota 25 15%
Arizona and Colorado 27 17%
Towa, Kansas and Missouri 54 33%
Nebraska 56 35%
Total 162 100%

We also provide a variety of loan products to individuals. At September 30, 2014, our residential real estate and
consumer portfolio was $993 million, representing 15% of our total lending, and comprised residential mortgage
loans, home equity loans and home equity lines of credit and general lines of credit, and auto loans and other loans.
We also have a small amount of consumer credit card balances outstanding. In addition to retail loans held in our
portfolio, we also originate residential mortgage loans for resale (including their servicing) on the secondary market
and, in the fiscal year ended September 30, 2014, we originated $216.4 million of these loans. At September 30, 2014,
we had a retail and mortgage loan officer base of 399 individuals. Home equity originations (including residential
mortgages) are sourced almost exclusively through our branch network. Our home equity loan portfolio is
conservatively underwritten, including assessment of the borrower’s FICO score and the loan-to-value ratio. See
“—Loans—Underwriting Principles” for discussion of our credit underwriting standards.

Wealth Management

We also provide our customers with a selection of wealth management solutions, including financial planning, private
banking, investment management and trust services through associations with third party vendors, including a
registered broker-dealer and investment adviser. Our investment representatives offer our customers investment
management services through our branch network which entails overseeing and recommending investment allocations
between asset classes based on a review of a client’s risk tolerance. These representatives also offer and sell insurance
solutions, including life insurance and offer trust services, including personal trusts and estate planning. At September
30, 2014 our investment representatives had $592 million in assets under
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management, and, through our trust services group, we had $691 million in assets under management, for a combined
total of $1.28 billion in assets under management. Enhancing and expanding our wealth management business is an
important component of our strategic plan, as we believe it can deepen our customer relationships, create cross-selling
opportunities and drive stable and recurring revenue.

Loans

Overview

Our loan portfolio consists primarily of C&I, CRE and agribusiness loans. We also originate residential real estate
loans, personal loans, home equity loans, lines of credit, credit cards and auto loans. As described below, our loan
portfolio is diversified across our customer base, and less than 1% of the outstanding balances in the portfolio are
unsecured.

The following chart sets forth the composition of our loan portfolio by loan category as of September 30, 2014:

Our underwriting standards, discussed below, require portfolio diversification across geographies, industries and
customers. Our lending is spread among our four geographic regions, with each region representing between 19% and
33% of our lending portfolio at September 30, 2014. Within each region, our lending is also diversified both across
our loan categories referenced above and within each of these categories. For example, within agribusiness lending,
our portfolio is diversified across grain, protein and other types of agribusiness. Our C&I and owner-occupied CRE
lending categories are well diversified, with no individual industry comprising more than 8% of lending in these
combined categories. See “—Our Business Lines—Agribusiness Banking” for information about the composition of our
agribusiness loan portfolio and “—Our Business Lines—Business Banking” for information about the composition of our
business banking loan portfolio. At a customer level, our largest exposure represents approximately 1% of our total
loans, and our top ten loan exposures represent approximately 8% of our total loans at September 30, 2014.
Underwriting Principles

General. We apply consistent credit principles in our assessment of lending proposals across all loan categories. We
are a cash flow-focused lender, which means our assessment of any potential loan includes an analysis of whether the
customer can generate sufficient cash flow, not only in normal operating conditions but in a range of circumstances, to
ensure the likelihood that the borrowers’ repayment obligations to our bank can be fully met. Our underwriting
procedures include an assessment of the borrower’s cash flow sustainability, the acceptability of the borrowing
purpose, the borrower’s liquidity, collateral quality and adequacy, industry dynamics, and management capability,
integrity and experience. For residential real estate, consumer and other lending, our underwriting process is intended
to assess the prospective borrower’s credit standing and ability to repay (which we analyze based on the borrower’s
cash flow, liquidity, credit standing, employment history and overall financial condition) and the value and adequacy
of any collateral.
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We establish conservative collateral guidelines that recognize the potential effects of volatility or deterioration of the
value of collateral we accept, such as real estate, inventory, receivables and machinery. We manage this risk in a
number of ways, including through advance rate guidelines for the various types of collateral we typically accept. In
addition, where we take real estate as collateral, and for some other specialized assets, we require assessment of value
based on appropriate methodology and benchmarks. For our larger real estate commitments, this can include an
independent third party appraisal review and, where appropriate, additional reviews.

We also assess the presence and viability of one or more acceptable secondary sources of repayment to mitigate
potential future borrower cash flow deterioration. To improve the reliability of secondary sources of repayment, we
prefer originating loans on a secured basis, and at September 30, 2014, less than 1% of our total lending was on an
unsecured basis. We typically engage in unsecured lending only in situations involving long-standing customers of
sound net worth and above-average liquidity with strong repayment ability (other than in connection with credit cards
we issue).

We have a delegated commitment authorities framework that provides a conservative level of lending authority to our
bankers commensurate with their role and lending experience. Commitments above the lending thresholds established
for a banker require the approval, depending on the size of the commitment, of our regional credit managers, central
senior credit managers, Chief Credit Officer or Chief Risk Officer or, for our largest commitments, our transactional
credit committee. Loan analyses and decisions are documented and form part of the loan’s continual monitoring and
relationship management record. We believe this framework provides the necessary separation of authority and
independence in the credit underwriting process while providing flexibility to expedite appropriate credit decisions
and provide competitive customer service.

Agribusiness. The underwriting principles described above generally apply to our agribusiness lending, although our
assessment of cash flow sustainability, acceptability of borrowing purpose, borrower liquidity, industry environment,
and management capability, integrity and experience are considered in light of the unique attributes of agribusiness
lending. For example, we review the adequacy and sustainability of an agribusiness customer’s operating cash flows to
determine adequate coverage of interest and principal repayments, and, generally, require a minimum of 1.25 times
average coverage over a medium term of two to five years. We ensure that we understand the purpose of the loan and
are willing to fund it. We work with the borrower to select the appropriate funding facility, such as working capital
funding for short-term needs, medium-term borrowing to fund purchases of durables like machinery or equipment and
long-term real estate loans, which are typically committed for five to ten years, with a maximum of 15 years. All of
our agribusiness real estate loans are fully amortizing, based on full loan repayment over 15 to 25 years, and, for
fixed-rate loans longer than five years, we typically enter into matching fixed-to-floating interest rate swaps as
described in “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Key
Factors Affecting Our Business and Financial Statements—Loans and Interest Rate Swaps Accounted for at Fair Value.”
As described above, we establish conservative collateral guidelines for our lending that recognize the volatility of
asset prices. We also tailor the structure of certain loans, apply additional policies and require appropriate covenants to
ensure our bank is well protected against the key potential risks. For livestock, we adopt conservative valuations to
reduce the effects of cyclical trends before applying our collateral guidelines. For growing grain crops, we generally
limit our lending to the coverage provided by crop insurance.

As is the case with all types of lending, external risks beyond a customer’s business and operations can affect
repayment. Our agribusiness lending, in particular, is subject to several external risks that we manage in various ways,
including:

Price cycles and volatility—Agricultural commodity prices are both cyclical and volatile, and we seek to manage these
factors by diversifying our portfolio across a range of agribusiness customers including grain producers and protein
producers (e.g., generally low grain prices assist protein producers since their businesses use grains as inputs) and by
determining and applying appropriate advance rate guidelines to agricultural commodities used as collateral, as
discussed above.

Weather, disease and other perils—Severe weather, natural disasters, acts of war or terrorism and other external events
could significantly impact our business and the business of our borrowers. We seek to mitigate our exposure to this
risk through our geographic diversification across seven states and a number of agricultural products. Federally
subsidized crop insurance coverage is also available for over 120 kinds of crops, typically of 50% to 85% of a
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grower’s average yield, against various agriculture-related perils, including flood, drought, hail, fire, disease, insect
damage, wildlife and earthquake.
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Land prices—As discussed above, we focus on cash flow lending, which helps farms to ensure that they have sufficient
cash flow to service debt and support their businesses, and generally take land as secondary collateral, with
conservative advance rate guidelines in assessing collateral adequacy.
Deposits
Deposits are our primary source of funds to support our revenue-generating assets. We offer traditional deposit
products to businesses and other customers with a variety of rates and terms. Deposits at our bank are insured by the
FDIC up to statutory limits. We price our deposit products with a view to maximizing our share of each customer’s
financial services business and prudently managing our cost of funds. At September 30, 2014, we held $7.05 billion of
total deposits, which have grown at a CAGR of 13% from September 30, 2009 to September 30, 2014 (attributable
primarily to growth in fiscal year 2010 as a result of our acquisition of TierOne Bank) and 1% in fiscal year 2014. At
September 30, 2014, our deposit base consisted of $2.66 billion, or 38%, in checking accounts, $2.65 billion, or 38%,
in money market checking, savings and passbook accounts, and $1.74 billion, or 25%, in CDs and IRAs.
Our deposit base is diversified across our geographic footprint, as illustrated by the following table showing the
composition of our deposit base by the geographic region of our branches at September 30, 2014:

September 30, 2014

Number of Deposits .
State Branches (inlihousands) % of Deposits
Nebraska 56 $2,366,196 33.6%
Towa, Kansas and Missouri 54 2,096,212 29.7%
South Dakota 25 1,431,737 20.3%
Arizona and Colorado 27 1,105,535 15.7%
Corporate and other — 52,500 0.7%
Total 162 $7,052,180 100.0%

Our deposit base is also diversified by client type. As of September 30, 2014, no individual depositor represented
more than 2% of our total deposits, and our top ten depositors represented only 9% of our total deposits. The
composition of our deposit mix has recently changed with an increased proportion of non-interest-bearing deposits
and other transaction accounts and a lower proportion of more expensive time deposits as a result of a strategic
initiative launched during fiscal year 2013. This shift in deposit mix has been largely responsible for the recent
declines in our average cost of deposits from 0.79% at September 30, 2011 to 0.36% at September 30, 2014. At
September 30, 2014, our deposit base included $1.0 billion of municipal deposits, against which we were required to
hold $760 million of collateral. Municipal deposits represent approximately 581 customers with an average balance
per customer of $1.73 million.
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The graph below shows our non-interest-bearing deposits, interest-bearing demand deposits and time deposits at the
end of each fiscal year presented, as well as weighted average costs of deposits for each fiscal year presented:

Risk Oversight and Management

We believe risk management is another core competency of our business. Following the acquisition of us by NAB, we
have expanded our risk management staff and risk capabilities significantly in recent years to conform to NAB’s global
standards. We have also implemented comprehensive policies and procedures for credit underwriting and monitoring
of our loan portfolio, including strong credit practices among our relationship bankers, allowing credit decisions to be
made efficiently on a local basis consistent with our underwriting standards. We believe that our risk management is
more robust than that of most banks our size, resulting in our ability to grow our loan portfolio without compromising
credit quality. We were also able to remain profitable while maintaining strong asset quality through the financial
crisis, in part due to our focus on our core business and adherence to our disciplined risk management which enabled
us to largely avoid higher-risk lending practices that impacted other lenders in the industry during 2009 to 2011. Our
robust risk capabilities are embedded into our operations.

Our risk management consists of comprehensive policies and processes and seeks to emphasize personal ownership
and accountability for risk with all our employees. We expect our people to focus on managing our risks, and we
support this with appropriate oversight and governance and 79 risk management employees as of September 30, 2014
(including 8 internal audit employees who report directly to the Audit Committee of our board of directors). We
delegate authority for our risk management oversight and governance to a number of executive management
committees, each responsible for overseeing various aspects of our risk management process. Various board
committees provide oversight over our risk management function.

Our executive risk committee is responsible for oversight and governance of all risks across the enterprise. These
responsibilities include monitoring our bank’s overall risk profile to ensure it remains within the board-approved risk
appetite and adjusting activities as appropriate, assessing new and emerging risks, monitoring our risk management
culture, assessing acceptability of the risk impacts of any material changes (or additions) to our products, vendor
relationships, partnerships or other processes and overseeing compliance with regulatory expectations and
requirements. The executive risk committee is chaired by our President and Chief Executive Officer and includes our
Chief Risk Officer and executives representing our business and support areas together with senior risk managers. The
executive risk committee is supported by the following four subcommittees, each with specific responsibility to
monitor, oversee and approve changes in their respective areas of focus relating to risks: asset & liability committee,
operational risk & compliance committee, transactional credit committee and technology committee. Our transactional
credit committee reviews and approves our largest lending exposures (i.e., those over $25 million).

Our Chief Risk Officer leads our integrated risk management function that oversees all enterprise risk, including
strategic risk, credit risk and operational risk (such as compliance, regulatory, legal and reputational risk), as well as
overseeing ongoing enhancements to our risk management processes. Our Chief Risk Officer, a member of our
executive committee, reports to our President and Chief Executive Officer and has direct access to the risk committee
of our board of directors. In addition, our executive
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leadership team and other members of management have responsibility for oversight and management of risk across
business and operational lines.

Risk Framework and Appetite

Our risk framework is structured to guide decisions regarding the appropriate balance between risk and return
considerations in our business. Our risk framework is informed by our strategy, risk appetite and financial plans
approved by our board of directors. This framework includes risk policies, procedures, limits and targets, and
reporting. Our board of directors approves our stated risk appetites, which set forth the amount and type of risk we are
willing to accept in pursuit of our strategy, business and financial objectives. Our risk appetites provide the context for
our risk management tools, including, among others, risk policies, delegated authorities, limits, portfolio composition,
underwriting standards and operational processes.

We manage risk through three lines of defense that allocate responsibility and accountability for risk management
throughout our business. Our first line of defense is our business lines and support functions, which are accountable
for being aware of and managing the risks in their respective business areas and for operating within our established
risk framework and appetite. Our second line of defense is our risk team, which provides monitoring, control,
oversight and advice on risk to our business lines, and our third line of defense is our internal audit function, which
provides independent oversight that risks are being managed to an acceptable level and that our internal control
frameworks are operating effectively.

Credit Risk Management

Credit risk is the potential for loss arising from a customer, counterparty or issuer failing to meet its contractual
obligations to us. Our strategy for managing credit risk includes well-defined, centralized credit policies, uniform
underwriting criteria, clearly delegated authority levels and accountability, ongoing risk monitoring and review
processes for credit exposures and portfolio diversification by geography, industry and customer. We segment our
loan portfolio into a number of asset classes for purposes of developing and documenting our credit risk management
procedures and determining associated allowance for loan losses, including real estate, CRE, commercial non-real
estate, agriculture, consumer and other lending. For a discussion of our underwriting standards, see
“—Loans—Underwriting Principles.”

We emphasize regular credit examinations and management reviews of loans with deteriorating credit quality as part
of our credit risk management strategy. As part of this process, we perform assessments of asset quality, compliance
with commercial and consumer credit policies and other critical credit information. We also monitor and update risk
ratings on our non-consumer loans on an ongoing basis. With respect to consumer loans, we typically use standard
credit scoring systems to assess our credit risks. We also rely on a dedicated risk asset review team to provide
independent assurance of portfolio asset quality and policy compliance.

We have well-established procedures for managing loans that either show early signs of weakness or appear to have
actually weakened. These procedures include moving a loan to our “watch” list when we have early concerns. Loans on
our watch list receive more intense focus, along with more senior-level monitoring and reporting, a requirement of
higher credit authority approval for any further lending increase and action plans for improving the prospects for such
loans. Loans that we rate “substandard” (or lower) will generally fall under the management or consultation of our
strategic business services team, or SBS, our specialist loan rehabilitations, workout and other real estate owned, or
OREDO, asset team. These loans are actively managed, with the primary goal of SBS rehabilitating the loans to
“performing” status. If rehabilitation is not feasible, a loan workout strategy is developed and put into execution to
maximize our bank’s recovery of loan proceeds and other costs to which it is legally entitled. SBS also oversees the
litigation of troubled assets, when appropriate. In addition, appropriate reserves and charge-offs are made based on
assessment of potential realization levels and related costs.

Our non-lending activities also give rise to credit risk, including exposures resulting from our investment in securities
and our entry into interest rate swap contracts for balance sheet hedging purposes. For more information on these
activities, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Analysis of Financial Condition—Investments” and “Item 7. Management’s Discussion and Analysis of
Financial Condition and Results of Operations—Analysis of Financial Condition—Derivatives.”
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Operational Risk

Operational risk is the risk of loss arising from inadequate or failed processes, people or systems, external events
(such as natural disasters), or compliance failures, reputational damage or legal matters. We have a framework in
place that includes the reporting and assessment of any operational risk events, including narrowly avoided
operational risk events, and the assessment of our mitigating strategies within our key business lines. This framework
is implemented through our policies, processes and reporting requirements, including those governing business and
information technology continuity, information security and cyber-security, technological capability, fraud-risk
management, operational risk profiling and vendor management. Our operational risk review process is a core part of
our assessment of any material new or modified business or support initiative.

Our operational risks related to legal and compliance matters are heightened by the heavily regulated environment in
which we operate. We have designed our processes and systems, and provide education of applicable legal and
regulatory standards to our employees, to comply with these requirements. For information on the legal framework in
which we operate, and which our operational risk processes and systems are designed to address, see “—Supervision and
Regulation.”

Competition

The financial services industry and each of the markets in which we operate in particular are highly competitive. We
face strong competition in gathering deposits, making loans and obtaining client assets for management by our
investment or trust operations. We compete for deposits and loans by seeking to provide a higher level of personal
service than is generally offered by our larger competitors, many of whom have more assets, capital and resources and
higher lending limits than we do and may be able to conduct more intensive and broader based promotional efforts to
reach both commercial and retail customers. We also compete based on advertising impact and interest rates. Our
principal competitors for deposits, loans and client assets for management by our investment or trust operations
include U.S. Bank, Wells Fargo, Bank of America, First National Bank of Omaha and various other nationwide,
regional and community banks operating in our markets.

Competition for deposits is also affected by the ease with which customers can transfer deposits from one institution
to another. Our cost of funds fluctuates with market interest rates and may be affected by higher rates being offered by
other financial institutions. In certain interest rate environments, additional significant competition for deposits may
be expected to arise from corporate and government debt securities and money market mutual funds. Our management
believes that our most direct competition for deposits comes from nationwide and regional banks, savings banks and
associations, credit unions, insurance companies, money market funds, brokerage firms, other non-bank financial
services companies and service-focused community banks that target the same customers we do.

We compete for loans principally through the quality of service we provide to borrowers while maintaining
competitive interest rates, loan fees and other loan terms. We emphasize personalized relationship banking services
and the local and efficient decision-making of our banking businesses. Because of economies of scale, our larger,
nationwide competitors may offer loan pricing that is more attractive than loan pricing we can offer. Our most direct
competition for loans comes from larger regional and national banks, savings banks and associations, credit unions,
insurance companies and service-focused community banks that target the same customers we do. We also face
competition for agribusiness loans from participants in the nationwide Farm Credit System and global banks.

We compete for wealth management clients on the basis of the level of investment performance, fees and personalized
client service. Our competition in wealth management services comes primarily from other institutions, particularly
larger regional and national banks, providing similar services, wealth management companies and brokerage firms,
many of which are larger than us and provide a wider array of products and services.

Intellectual Property

In the highly competitive banking industry in which we operate, intellectual property is important to the success of our
business. We own a variety of trademarks, service marks, trade names and logos and spend time and resources
maintaining this intellectual property portfolio. We control access to our intellectual property through license
agreements, confidentiality procedures, non-disclosure agreements with third parties, employment agreements and
other contractual rights to protect our intellectual property.
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Information Technology Systems

We devote significant resources to maintain stable, reliable, efficient and scalable information technology systems.
We utilize a single, highly integrated core processing system from a third party vendor across our business that
improves cost efficiency and acquisition integration. We work with our third party vendors to monitor and maximize
the efficiency of our use of their applications. We use integrated systems to originate and process loans and deposit
accounts, which reduces processing time, improves customer experience and reduces costs. Most customer records are
maintained digitally. We are also currently executing several initiatives to enhance our online and mobile banking
services to further improve the overall client experience. We will continue to rely on NAB for certain non-core
banking information technology needs for a transitional period following our initial public offering completed in
October 2014.

Protecting our systems to ensure the safety of our customers’ information is critical to our business. We use multiple
layers of protection to control access and reduce risk, including conducting a variety of vulnerability and penetration
tests on our platforms, systems and applications to reduce the risk that any attacks are successful. To protect against
disasters, we have a backup offsite core processing system and recovery plans.

We invested in an enterprise data warehouse system in order to capture, analyze and report key metrics associated
with customer and product profitability. Data that previously was arduous to collect across multiple systems is now
available daily through standard and ad hoc reports to assist with managing our business and competing effectively in
the marketplace.

Employees

As of September 30, 2014, we had 1,492 total employees, which included 1,298 full-time employees, 182 part-time
employees and 12 temporary employees. Of our 1,492 employees, 1,112 are in core banking (i.e., non-line of business
branch network employees, including relationship bankers), 81 employees are in lines of business (e.g., mortgage,
credit cards, investments), 31 employees are in finance, 151 employees are in support services (i.e., employees in
operations, IT and projects), 79 employees are in risk management (including 8 internal audit employees that report
directly to the Audit Committee of our board of directors) and 38 employees are in other functions. We believe our
relationship with our employees to be generally good. We have not experienced any material employment-related
issues or interruptions of services due to labor disagreements and are not a party to any collective bargaining
agreements.

Executive Officers of the Registrant

The following table and the descriptions below set forth biographical information regarding our executive officers:

Name Position

Age
Ken Karels 58 President, Chief Executive Officer and Director
Peter Chapman 41 Chief Financial Officer and Executive Vice President
Stephen Ulenberg 57 Chief Risk Officer and Executive Vice President
Allen Shafer 55 Executive Vice President of Support Services
Doug Bass 53 Regional President and Executive Vice President
Bryan Kindopp 48 Regional President and Executive Vice President

Ken Karels has served as Great Western Bancorporation, Inc.’s President and Chief Executive Officer and on its board
of directors since 2010, as well as the President and Chief Executive Officer and on the board of directors of Great
Western Bancorp, Inc. since July 2014. Mr. Karels is also the President and Chief Executive Officer of Great Western
Bank and serves on the boards of directors of Great Western Bank and our other subsidiaries. Mr. Karels’s duties
include overall leadership and executive oversight of Great Western Bank. Mr. Karels has 37 years of banking
experience and expertise in all areas of bank management and strategic bank
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acquisitions. He has served in several different capacities at Great Western Bank since February 2002, including
Regional President and Chief Operating Officer for the bank’s branch distribution channel including agriculture,
business and retail lending and deposits functions. During his executive tenure, Mr. Karels has helped grow Great
Western Bank from $5.2 billion in assets at September 30, 2009 to over $9 billion in assets today. Before joining
Great Western Bank, Mr. Karels served as President and Chief Executive Officer at Marquette Bank, Milbank, SD,
where he was employed for 25 years.

Peter Chapman has served as Great Western Bancorporation, Inc.’s Chief Financial Officer and Executive Vice
President and on its board of directors since January 2013, as well as the Chief Financial Officer and Executive Vice
President of Great Western Bancorp, Inc. since its formation in July 2014. Mr. Chapman is also the Chief Financial
Officer and Executive Vice President of Great Western Bank. Mr. Chapman has nearly 20 years of industry
experience and is responsible for all aspects of our financial and regulatory reporting together with planning and
strategy and treasury management of our balance sheet. From 2010 until he was appointed as our Chief Financial
Officer in November 2012, Mr. Chapman served as the General Manager, Finance Performance Management & Non
Traded Businesses for NAB’s Wholesale Banking business. From 2007 to 2010, Mr. Chapman served as Head of
Financial Control at NAB and was responsible for oversight and delivery of NAB’s external financial reporting and
internal management reporting. From 2004 to 2007, Mr. Chapman was Manager, and then Senior Manager, in NAB’s
Group Accounting Policy team. From 1995 to 2004, Mr. Chapman held various roles with Ernst & Young’s Financial
Services Audit Division, including Group Manager of its Melbourne, Australia office’s Financial Services Audit
practice, and he was seconded to Ernst & Young’s New York office from 1998 to 2000. Mr. Chapman has been a
Chartered Accountant with the Institute of Chartered Accountants Australia since 1998 and is currently a Fellow of
the Institute.

Stephen Ulenberg has served as Great Western’s Chief Risk Officer and Executive Vice President since 2012.

Mr. Ulenberg has also served as the Chief Risk Officer and Executive Vice President of Great Western Bank since
2010. Mr. Ulenberg is responsible for ensuring that risk is effectively managed and overseen across our enterprise.
Mr. Ulenberg has over 30 years of experience in the financial services industry, including a 24-year career with NAB
and its subsidiaries, where he has worked in a number of senior positions including frontline business leadership in
commercial and wholesale banking, risk management and major, cross-organizational strategic initiatives—at both Bank
of New Zealand (a NAB subsidiary) and NAB. Immediately prior to joining Great Western Bank, Mr. Ulenberg was
responsible for the leadership of Bank of New Zealand’s enterprise risk management capability across a $60 billion
lending portfolio. In that role, Mr. Ulenberg provided related analytics, risk reporting, portfolio metrics, risk insights,
asset quality information and oversight of decision analysis, managed provisioning, risk appetite and advanced Basel
models and led ongoing enhancements to Bank of New Zealand’s risk management capabilities.

Allen Shafer has served as the Executive Vice President of Support Services of Great Western Bank since August
2012. Mr. Shafer is responsible for our operations and information technology groups, along with our project
management office. Mr. Shafer joined Great Western Bank in December 2002 and has held the positions of Chief
Credit Officer, Regional President and Group President at Great Western Bank. Mr. Shafer has 29 years of banking
experience. Prior to joining Great Western Bank, he served as Market Manager at Wells Fargo after Wells Fargo
acquired Brenton Bank in Iowa. At Brenton Bank, Mr. Shafer held a variety of positions from 1991 to 2001, including
President of Business Banking and Regional Manager of Commercial Banking. In 1987, Mr. Shafer joined First
Interstate Bank, Seattle, WA, as a Commercial Banking Manager. Mr. Shafer began his banking career in 1985 at
Citizen’s Bank and Trust, Belle Plaine, IA.

Doug Bass has served as a Regional President of Great Western Bank since 2010 and is also an Executive Vice
President of Great Western Bank. Mr. Bass oversees all of our banking operations within the states of Arizona,
Colorado, lowa, Kansas and Missouri, as well as our wealth management, brokerage and mortgage banking business
lines. In total, Mr. Bass has over 31 years of banking experience. Mr. Bass has worked in various capacities with
Great Western Bank since 2009 and has expertise in all areas of bank management within Great Western Bank. Before
joining Great Western Bank, Mr. Bass served as President of First American Bank Group. Previously Mr. Bass served
in various capacities over 15 years with Firstar Corporation, which is now known as US Bank, including as President
and Chief Executive Officer of Firstar’s Sioux City and Council Bluffs operations in Western lowa and as Manager of
Correspondent Banking for its Eastern lowa operations, which also included responsibility for commercial banking
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and agribusiness lending.

Bryan Kindopp has served as a Regional President of Great Western Bank since 2011 and is also an Executive Vice
President of Great Western Bank. Mr. Kindopp oversees all of our banking operations within the states of South
Dakota and Nebraska. In these two states, Mr. Kindopp is responsible for branch operations of 83 of our locations and
600 of our employees. Mr. Kindopp has 23 years of banking experience. Mr. Kindopp has expertise in all areas of
bank management and strategic bank acquisitions and has served in several different capacities at Great Western Bank
since 2001. Mr. Kindopp’s roles have included Market President and
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Group President for our bank’s branch distribution channel for the Northeastern region of South Dakota. In these roles,
Mr. Kindopp had responsibility for agriculture and commercial business and retail lending and deposit functions.
Before joining Great Western Bank, Mr. Kindopp served as Vice President and Market Manager for three years at
Marquette Bank, Kimball, SD, where he was employed for a total of ten years.

Supervision and Regulation

We and our subsidiaries are subject to extensive regulation under federal and state banking laws that establish a
comprehensive framework for our operations. This framework may materially impact our growth potential and
financial performance and is intended primarily for the protection of depositors, customers, federal deposit insurance
funds and the banking system as a whole, not for the protection of our stockholders and creditors. Significant elements
of the statutes, regulations and policies applicable to us and our subsidiaries are described below. This description is
qualified in its entirety by reference to the full text of the statutes, regulations and policies described.

Regulatory Agencies

Great Western is a bank holding company under the BHC Act. Consequently, Great Western and its subsidiaries are
subject to supervision, regulation and examination by the Board of Governors of the Federal Reserve System, or the
Federal Reserve. The BHC Act provides generally for “umbrella” regulation of bank holding companies and functional
regulation of holding company subsidiaries by applicable regulatory agencies. Great Western Bank, our bank
subsidiary, is an FDIC-insured commercial bank chartered under the laws of South Dakota. Our bank is not a member
of the Federal Reserve System. Consequently, the FDIC and the Division of Banking of the South Dakota Department
of Labor and Regulation, or the South Dakota Division of Banking, are the primary regulators of our bank and also
regulate our bank’s subsidiaries. As the owner of a South Dakota-chartered bank, Great Western is also subject to
supervision and examination by the South Dakota Division of Banking. Great Western is also subject to the disclosure
and regulatory requirements of the Exchange Act administered by the Securities and Exchange Commission, or SEC,
and, following the listing of our common stock, the rules adopted by the New York Stock Exchange, or NYSE,
applicable to listed companies. We offer certain insurance and investment products through one of our bank’s
subsidiaries that is subject to regulation and supervision by applicable state insurance regulatory agencies and by the
Financial Industry Regulatory Authority, or FINRA, as a result of a contractual relationship we have with a third party
broker-dealer relating to the provision of some of wealth management and investment services to customers.
Regulatory Impact of Control by NAB

As long as we are controlled by NAB for purposes of the BHC Act, NAB’s regulatory status may impact our
regulatory status as well as our regulatory burden and hence our ability to expand by acquisition or engage in new
activities. For example, unsatisfactory examination ratings or enforcement actions regarding NAB could impact our
ability to obtain or preclude us from obtaining any necessary approvals or informal clearance for the foregoing.
Furthermore, to the extent that we are required to obtain regulatory approvals under the BHC Act to make acquisitions
or expand our activities, as long as NAB controls us, NAB would also be required to obtain BHC Act approvals for
such acquisitions or activities as well. In addition, U.S. regulatory restrictions and requirements on non-U.S. banks
such as NAB that have a certain amount of assets may result in additional restrictions and burdens on us that would
not otherwise be applicable.

NAB is also an Australian authorized deposit-taking institution regulated by the Australian Prudential Regulatory
Authority, or APRA, under the Banking Act 1959 (Cth), or the Banking Act. NAB does not guarantee our obligations.
Pursuant to the Banking Act, APRA has issued a legally enforceable prudential standard that restricts associations
between an authorized deposit-taking institution (such as NAB) and its related entities. Any provision of material
financial support by NAB to us or our bank would need to comply with the requirements of the prudential standard.
APRA also has broad powers under the Banking Act to give legally enforceable directions to NAB in circumstances,
for example, where it considers that NAB has not complied with prudential standards or that it is in the interests of
NAB’s deposit holders to do so. In the event that NAB becomes unlikely to be able to meet its obligations, APRA has
the power to take control of NAB’s business or appoint an administrator for NAB’s affairs. The priority of creditors of
NAB in the event that NAB is unable to meet its obligations is governed by various Australian laws, including the
Banking Act. The Banking Act provides that the assets of NAB in Australia are to be available to meet liabilities to
certain governmental agencies and deposit holders in Australia in priority to all other liabilities.
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Permissible Activities for Bank Holding Companies

In general, the BHC Act limits the business of bank holding companies to banking, managing or controlling banks and
other activities that the Federal Reserve has determined to be so closely related to banking as to be a proper incident
thereto.

Bank holding companies that qualify and elect to be treated as “financial holding companies” may engage in a broad
range of additional activities that are (i) financial in nature or incidental to such financial activities or

(i1) complementary to a financial activity and do not pose a substantial risk to the safety and soundness of depository
institutions or the financial system generally. These activities include securities underwriting and dealing, insurance
underwriting and making merchant banking investments. We have not elected to be treated as a financial holding
company and currently have no plans to make a financial holding company election.

The BHC Act does not place territorial restrictions on permissible non-banking activities of bank holding companies.
The Federal Reserve has the power to order any bank holding company or its subsidiaries to terminate any activity or
to terminate its ownership or control of any subsidiary when the Federal Reserve has reasonable grounds to believe
that continuing such activity, ownership or control constitutes a serious risk to the financial soundness, safety or
stability of any bank subsidiary of the bank holding company.

Permissible Activities for Banks

As a South Dakota-chartered commercial bank, our bank’s business is generally limited to activities permitted by
South Dakota law and any applicable federal laws. Under the South Dakota Banking Code, our bank may generally
engage in all usual banking activities, including taking commercial and saving deposits; lending money on personal
and real security; issuing letters of credit; buying, discounting, and negotiating promissory notes, bonds, drafts and
other forms of indebtedness; buying and selling currency and, subject to certain limitations, certain investment
securities; engaging in all facets of the insurance business; and maintaining safe deposit boxes on premises. Subject to
prior approval by the Director of the South Dakota Division of Banking, our bank may also permissibly engage in any
activity permissible as of January 1, 2008 for a national bank doing business in South Dakota.

South Dakota law also imposes restrictions on our bank’s activities and corporate governance requirements intended to
ensure the safety and soundness of our bank. For example, South Dakota law requires our bank’s officers to be elected
annually and the election of each officer to be confirmed by the Director of the South Dakota Division of Banking. In
addition, South Dakota law also requires at least 75% of our bank’s board of directors be U.S. citizens. Our bank is
also restricted under South Dakota law from investing in certain types of investment securities and is generally limited
in the amount of money it can lend to a single borrower or invest in securities issued by a single issuer (in each case,
20% of our bank’s capital stock and surplus plus 10% of our bank’s undivided profits).

Acquisitions by Bank Holding Companies

The BHC Act, the Bank Merger Act, the South Dakota Banking Code and other federal and state statutes regulate
acquisitions of commercial banks and other FDIC-insured depository institutions. We must obtain the prior approval
of the Federal Reserve before (i) acquiring more than 5% of the voting stock of any FDIC-insured depository
institution or other bank holding company (other than directly through our bank), (ii) acquiring all or substantially all
of the assets of any bank or bank holding company or (iii) merging or consolidating with any other bank holding
company. Under the Bank Merger Act, the prior approval of the FDIC is required for our bank to merge with another
bank or purchase all or substantially all of the assets or assume any of the deposits of another FDIC-insured depository
institution. In reviewing applications seeking approval of merger and acquisition transactions, bank regulators
consider, among other things, the competitive effect and public benefits of the transactions, the capital position and
managerial resources of the combined organization, the risks to the stability of the U.S. banking or financial system,
the applicant’s performance record under the Community Reinvestment Act of 1977, or the CRA, the applicant’s
compliance with fair housing and other consumer protection laws and the effectiveness of all organizations involved
in combating money laundering activities. In addition, failure to implement or maintain adequate compliance
programs could cause bank regulators not to approve an acquisition where regulatory approval is required or to
prohibit an acquisition even if approval is not required.
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Dividends; Stress Testing

Great Western is a legal entity separate and distinct from its banking and other subsidiaries. As a bank holding
company, Great Western is subject to certain restrictions on its ability to pay dividends under applicable banking laws
and regulations. Federal bank regulators are authorized to determine under certain circumstances relating to the
financial condition of a bank holding company or a bank that the payment of dividends would be an unsafe or
unsound practice and to prohibit payment thereof. In particular, federal bank regulators have stated that paying
dividends that deplete a banking organization’s capital base to an inadequate level would be an unsafe and unsound
banking practice and that banking organizations should generally pay dividends only out of current operating
earnings. In addition, in the current financial and economic environment, the Federal Reserve has indicated that bank
holding companies should carefully review their dividend policy and has discouraged payment ratios that are at
maximum allowable levels unless both asset quality and capital are very strong.

A significant portion of our income comes from dividends from our bank, which is also the primary source of our
liquidity. In addition to the restrictions discussed above, our bank is subject to limitations under South Dakota law
regarding the level of dividends that it may pay to us. In general, dividends by our bank may only be declared from its
net profits and may be declared no more than once per calendar quarter. The approval of the South Dakota Director of
Banking is required if our bank seeks to pay aggregate dividends during any calendar year that would exceed the sum
of its net profits from the year to date and retained net profits from the preceding two years, minus any required
transfers to surplus.

In October 2012, as required by the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Dodd-Frank
Act, the Federal Reserve and the FDIC published final rules regarding company-run stress testing. These rules require
bank holding companies and banks with average total consolidated assets greater than $10 billion to conduct an annual
company-run stress test of capital, consolidated earnings and losses under one base and at least two stress scenarios
provided by the federal bank regulators. Although our assets are currently below this threshold, we have nevertheless
commenced a project to ensure that we are able to meet these requirements in a timely fashion. Neither we nor our
bank is currently subject to the stress testing requirements, but we expect that once we are subject to those
requirements, the Federal Reserve, the FDIC and the South Dakota Division of Banking will consider our results as an
important factor in evaluating our capital adequacy, and that of our bank, in evaluating any proposed acquisitions and
in determining whether any proposed dividends or stock repurchases by us or by our bank may be an unsafe or
unsound practice.

Transactions with Affiliates

Transactions between our bank and its subsidiaries, on the one hand, and Great Western or any other subsidiary, on
the other hand, are regulated under federal banking law. The Federal Reserve Act imposes quantitative and qualitative
requirements and collateral requirements on covered transactions by Great Western Bank with, or for the benefit of, its
affiliates, and generally requires those transactions to be on terms at least as favorable to our bank as if the transaction
were conducted with an unaffiliated third party. Covered transactions are defined by statute to include a loan or
extension of credit, as well as a purchase of securities issued by an affiliate, a purchase of assets (unless otherwise
exempted by the Federal Reserve) from the affiliate, certain derivative transactions that create a credit exposure to an
affiliate, the acceptance of securities issued by the affiliate as collateral for a loan, and the issuance of a guarantee,
acceptance or letter of credit on behalf of an affiliate. In general, any such transaction by our bank or its subsidiaries
must be limited to certain thresholds on an individual and aggregate basis and, for credit transactions with any
affiliate, must be secured by designated amounts of specified collateral.

Federal law also limits a bank’s authority to extend credit to its directors, executive officers and 10% stockholders, as
well as to entities controlled by such persons. Among other things, extensions of credit to insiders are required to be
made on terms that are substantially the same as, and follow credit underwriting procedures that are not less stringent
than, those prevailing for comparable transactions with unaffiliated persons. Also, the terms of such extensions of
credit may not involve more than the normal risk of non-repayment or present other unfavorable features and may not
exceed certain limitations on the amount of credit extended to such persons individually and in the aggregate.

Source of Strength

Federal Reserve policy and federal law require bank holding companies to act as a source of financial and managerial
strength to their subsidiary banks. Under this requirement, we are expected to commit resources to support our bank,
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including at times when we may not be in a financial position to provide such resources, and it may not be in our, or
our stockholders’ or creditors’, best interests to do so. In addition, any capital loans we make to our bank are
subordinate in right of payment to depositors and to
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certain other indebtedness of our bank. In the event of our bankruptcy, any commitment by us to a federal bank
regulatory agency to maintain the capital of our bank will be assumed by the bankruptcy trustee and entitled to priority
of payment.

Regulatory Capital Requirements

Current Capital Guidelines. The Federal Reserve monitors the capital adequacy of our holding company on a
consolidated basis, and the FDIC and the South Dakota Division of Banking monitor the capital adequacy of our bank.
The bank regulators currently use a combination of risk-based guidelines and a leverage ratio to evaluate capital
adequacy. The current risk-based capital guidelines applicable to us and our bank are based on the 1988 capital
accord, known as Basel I, of the Basel Committee on Banking Supervision, or the Basel Committee, as implemented
by the federal bank regulators. The current risk-based guidelines are intended to make regulatory capital requirements
sensitive to differences in credit and market risk profiles among banks and bank holding companies, to account for
off-balance sheet exposure and to minimize disincentives for holding liquid assets. Assets and off-balance sheet items
are assigned to weighted risk categories, and capital is classified in one of the two following tiers depending on its
characteristic:

Tier 1 (Core) Capital—Tier 1 capital includes common equity, retained earnings, qualifying non-cumulative perpetual
preferred stock, minority interests in equity accounts of consolidated subsidiaries (and, under existing standards, a
limited amount of qualifying trust preferred securities at the holding company level), less goodwill, most intangible
assets and certain other assets.

Tier 2 (Supplementary) Capital—Tier 2 capital includes perpetual preferred stock and trust preferred securities not
meeting the definition of Tier 1 capital, qualifying mandatory convertible debt securities, qualifying subordinated debt
and a limited amount of allowances for loan and lease losses.

Under current requirements, we must maintain Tier 1 capital and total capital (that is, Tier 1 capital plus Tier 2 capital,
less certain deductions) equal to at least 4% and 8%, respectively, of our total risk-weighted assets (including various
off-balance sheet items such as letters of credit). Our bank must maintain similar capital ratios. To be considered “well
capitalized” under the regulatory framework for a variety of purposes, we and our bank must maintain Tier 1 and total
capital ratios of at least 6% and 10%, respectively. See “—Prompt Corrective Action Framework.”

Bank holding companies and banks are also currently required to comply with minimum leverage requirements,
measured based on the ratio of a bank holding company’s or a bank’s, as applicable, Tier 1 capital to adjusted quarterly
average total assets (as defined for regulatory purposes). These requirements generally necessitate a minimum Tier 1
leverage ratio of 4% for all bank holding companies and banks, with a lower 3% minimum for bank holding
companies and banks meeting certain specified criteria, including having the highest composite regulatory supervisory
rating. To be considered “well capitalized” under the regulatory framework for prompt corrective action, our bank must
maintain minimum Tier 1 leverage ratios of at least 5%. See “—Prompt Corrective Action Framework.”

Basel III and the New Capital Rules. In July 2013, the federal bank regulators approved final rules, or the New Capital
Rules, implementing the Basel Committee’s December 2010 final capital framework for strengthening international
capital standards, known as Basel III, and various provisions of the Dodd-Frank Act. The New Capital Rules
substantially revise the risk-based capital requirements applicable to bank holding companies and banks, including us
and our bank, compared to the current risk-based capital rules. The New Capital Rules revise the components of
capital and address other issues affecting the numerator in regulatory capital ratio calculations. The New Capital Rules
also address risk weights and other issues affecting the denominator in regulatory capital ratio calculations, including
by replacing the existing risk-weighting approach derived from Basel I with a more risk-sensitive approach based, in
part, on the standardized approach adopted by the Basel Committee in its 2004 capital accords, known as Basel II. The
New Capital Rules also implement the requirements of Section 939A of the Dodd-Frank Act to remove references to
credit ratings from the federal bank regulators’ rules. Subject to a phase-in period for various provisions, the New
Capital Rules are effective for us and for our bank beginning on January 1, 2015.

The New Capital Rules, among other things, (i) introduce a new capital measure called “Common Equity Tier 1,” or
CET1, (ii) specify that Tier 1 capital consists of CET1 and “Additional Tier 1 capital” instruments meeting specified
requirements, (iii) define CET1 narrowly by requiring that most deductions/adjustments to regulatory capital measures
be made to CET1 and not to the other components of capital and (iv) expand the scope of the deductions/adjustments
to capital as compared to existing regulations.
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Under the New Capital Rules, the minimum capital ratios as of January 1, 2015 will be (i) 4.5% CET]1 to
risk-weighted assets, (ii) 6% Tier 1 capital (that is, CET1 plus Additional Tier 1 capital) to risk-weighted assets and
(iii) 8% total capital (that is, Tier 1 capital plus Tier 2 capital) to risk-weighted assets.

The New Capital Rules also introduce a new capital conservation buffer designed to absorb losses during periods of
economic stress. The capital conservation buffer is composed entirely of CET1, on top of these minimum
risk-weighted asset ratios. In addition, the New Capital Rules provide for a countercyclical capital buffer applicable
only to certain covered institutions. We do not expect the countercyclical capital buffer to be applicable to us or our
bank. Banking institutions with a ratio of CET1 to risk-weighted assets above the minimum but below the capital
conservation buffer (or below the combined capital conservation buffer and countercyclical capital buffer, when the
latter is applied) will face constraints on dividends, equity repurchases and compensation based on the amount of the
shortfall.

The implementation of the capital conservation buffer will begin on January 1, 2016 at the 0.625% level and will be
phased in over a three-year period (increasing by 0.625% on each subsequent January 1, until it reaches 2.5% on
January 1, 2019). When fully phased-in, the New Capital Rules will require us, and our bank, to maintain such
additional capital conservation buffer of 2.5% of CET1, effectively resulting in minimum ratios of (i) 7% CET1 to
risk-weighted assets, (ii) 8.5% Tier 1 capital to risk-weighted assets, and (iii) 10.5% total capital to risk-weighted
assets. The New Capital Rules also eliminate the more permissive 3% minimum Tier 1 leverage ratio under the
current capital guidelines, resulting in a 4% minimum Tier 1 leverage ratio for all bank holding companies and banks.
The New Capital Rules provide for a number of deductions from and adjustments to CET1. These include, for
example, the requirement that mortgage servicing rights, certain deferred tax assets and significant investments in
non-consolidated financial entities be deducted from CET1 to the extent that any one such category exceeds 10% of
CET1 or all such categories in the aggregate exceed 15% of CET1. Implementation of the deductions and other
adjustments to CET1 will begin on January 1, 2015 and will be phased in over a four-year period (beginning at 40%
on January 1, 2015 and an additional 20% per year thereafter). The New Capital Rules also generally preclude certain
hybrid securities, such as trust preferred securities, from being counted as Tier 1 capital for most bank holding
companies. Bank holding companies such as us who had less than $15 billion in assets as of December 31, 2009 (and
who continue to have less than $15 billion in assets) are permitted to include trust preferred securities issued prior to
May 19, 2010 as Additional Tier 1 capital under the New Capital Rules, however.

The New Capital Rules also prescribe a new standardized approach for risk weightings that expands the
risk-weighting categories from the current four Basel I-derived categories (0%, 20%, 50% and 100%) to a much larger
and more risk-sensitive number of categories, depending on the nature of the assets, generally ranging from 0%, for
U.S. government and agency securities, to 600%, for certain equity exposures, and resulting in higher risk weights for
a variety of asset categories.

With respect to our bank, the New Capital Rules also revise the prompt corrective action regulations pursuant to
Section 38 of the Federal Deposit Insurance Act, or the FDIA. See “—Prompt Corrective Action Framework.”

We believe that, as of September 30, 2014, we and our bank would meet all capital adequacy requirements under the
New Capital Rules on a fully phased-in basis as if such requirements were then in effect.
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Liquidity Requirements

Historically, the regulation and monitoring of bank and bank holding company liquidity has been addressed as a
supervisory matter, without required formulaic measures. The Basel IlI final framework requires banks and bank
holding companies to measure their liquidity against specific liquidity tests that, although similar in some respects to
liquidity measures historically applied by banks and regulators for management and supervisory purposes, going
forward would be required by regulation. One test, referred to as the liquidity coverage ratio, or LCR, is designed to
ensure that the banking entity maintains an adequate level of unencumbered high-quality liquid assets equal to the
entity’s expected net cash outflow for a 30-day time horizon (or, if greater, 25% of its expected total cash outflow)
under an acute liquidity stress scenario. The other test, referred to as the net stable funding ratio, or NSFR, is designed
to promote more medium- and long-term funding of the assets and activities of banking entities over a one-year time
horizon. These requirements will incentivize banking entities to increase their holdings of U.S. Treasury securities and
other sovereign debt as a component of assets and increase the use of long-term debt as a funding source.

In September 2014, the federal bank regulators approved final rules implementing the LCR for advanced approaches
banking organizations (i.e., banking organizations with $250 billion or more in total consolidated assets or $10 billion
or more in total on-balance sheet foreign exposure) and a modified version of the LCR for bank holding companies
with at least $50 billion in total consolidated assets that are not advanced approach banking organizations, neither of
which would apply to us or our bank. The federal bank regulators have not yet proposed rules to implement the NSFR,
but the Federal Reserve has stated its intent to adopt a version of this measure as well.

Prompt Corrective Action Framework

The FDIA requires the federal bank regulators to take prompt corrective action in respect of depository institutions
that fail to meet specified capital requirements. The FDIA establishes five capital categories (“well-capitalized,”
“adequately capitalized,” “undercapitalized,” “significantly undercapitalized” and “critically undercapitalized”), and the federa
bank regulators are required to take certain mandatory supervisory actions, and are authorized to take other
discretionary actions, with respect to institutions that are undercapitalized, significantly undercapitalized or critically
undercapitalized. The severity of these mandatory and discretionary supervisory actions depends upon the capital
category in which the institution is placed. Generally, subject to a narrow exception, the FDIA requires the regulator
to appoint a receiver or conservator for an institution that is critically undercapitalized.

Currently, an insured depository institution generally will be classified in the following categories based on the capital
measures indicated:

“Well capitalized” “Adequately capitalized”

* Total capital ratio of at least 10%, * Total capital ratio of at least 8%,

» Tier 1 capital ratio of at least 6%, * Tier 1 capital ratio of at least 4%, and
* Tier 1 leverage ratio of at least 5%, and * Tier 1 leverage ratio of at least 4%.

* Not subject to any order or written directive requiring a specific
capital level.

“Undercapitalized” “Significantly undercapitalized”

* Total capital ratio of less than 8%, * Total capital ratio of less than 6%,

* Tier 1 capital ratio of less than 4%, or * Tier 1 capital ratio of less than 3%, or
* Tier 1 leverage ratio of less than 4%. * Tier 1 leverage ratio of less than 3%.

“Critically undercapitalized”

» Tangible equity to average quarterly tangible assets of 2% or less.

An institution may be downgraded to, or deemed to be in, a capital category that is lower than indicated by its capital
ratios if it is determined to be in an unsafe or unsound condition or if it receives an unsatisfactory examination rating
with respect to certain matters. A bank’s capital category is determined solely for the purpose of applying prompt
corrective action regulations, and the capital category may not constitute an accurate representation of the bank’s
overall financial condition or prospects for other purposes.
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The New Capital Rules revise the current prompt corrective action requirements effective January 1, 2015 by

(1) introducing a CET1 ratio requirement at each level (other than critically undercapitalized), with the required CET1
ratio being 6.5% for well-capitalized status; (ii) increasing the minimum Tier 1 capital ratio requirement for each
category (other than critically undercapitalized), with the minimum Tier 1 capital ratio for well-capitalized status
being 8% (as compared to the current 6%); and (iii) eliminating the current provision that provides that a bank with a
composite supervisory rating of 1 may have a 3% leverage ratio and still be adequately capitalized. The New Capital
Rules do not change the total risk-based capital requirement for any prompt corrective action category.

As of September 30, 2014, we and our bank were well capitalized with Tier 1 capital ratios of 11.8% and 12.3%,
respectively, total capital ratios of 12.9% and 13.0%, respectively, and Tier 1 leverage ratios of 9.1% and 9.5%,
respectively, in each case calculated under the currently applicable risk-based capital guidelines. As of September 30,
2014, we and our bank also had a CET1 ratio of 10.6% and 11.8%, respectively, and a Tier 1 capital ratio of 11.4%
and 11.8%, respectively, each calculated as if the New Capital Rules were fully phased in as of the calculation date.
The CET1 ratios and Tier 1 capital ratios calculated in accordance with the New Capital Rules presented are
unaudited, non-GAAP financial measures. These ratios are calculated based on our estimates of the required
adjustments under the New Capital Rules to the current regulatory-required calculation of risk-weighted assets and
estimates of the application of provisions of the New Capital Rules to be phased in over time. We believe these
estimates are reasonable, but they may ultimately be incorrect as we finalize our calculations under the New Capital
Rules. For more information on these financial measures, including reconciliations to our and our bank’s Tier 1 capital
ratio, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Capital.”
An institution that is categorized as undercapitalized, significantly undercapitalized or critically undercapitalized is
required to submit an acceptable capital restoration plan to its appropriate federal bank regulator. Under the FDIA, in
order for the capital restoration plan to be accepted by the appropriate federal banking agency, a bank holding
company must guarantee that a subsidiary depository institution will comply with its capital restoration plan, subject
to certain limitations. The bank holding company must also provide appropriate assurances of performance. The
obligation of a controlling bank holding company under the FDIA to fund a capital restoration plan is limited to the
lesser of 5% of an undercapitalized subsidiary’s assets or the amount required to meet regulatory capital requirements.
An undercapitalized institution is also generally prohibited from increasing its average total assets, making
acquisitions and capital distributions, establishing any branches or engaging in any new line of business, except in
accordance with an accepted capital restoration plan or with the approval of the FDIC. Institutions that are
undercapitalized or significantly undercapitalized and either fail to submit an acceptable capital restoration plan or fail
to implement an approved capital restoration plan may be subject to a number of requirements and restrictions,
including orders to sell sufficient voting stock to become adequately capitalized, requirements to reduce total assets
and cessation of receipt of deposits from correspondent banks. Critically undercapitalized depository institutions
failing to submit or implement an acceptable capital restoration plan are subject to appointment of a receiver or
conservator.

In addition, the FDIA prohibits an insured depository institution from accepting brokered deposits or offering interest
rates on any deposits significantly higher than the prevailing rate in the bank’s normal market area or nationally
(depending upon where the deposits are solicited), unless it is well capitalized or is adequately capitalized and
receives a waiver from the FDIC. A depository institution that is adequately capitalized and accepts brokered deposits
under a waiver from the FDIC may not pay an interest rate on any deposit in excess of 75 basis points over certain
prevailing market rates.

Safety and Soundness Standards

The FDIA requires the federal bank regulators to prescribe standards, by regulations or guidelines, relating to internal
controls, information systems and internal audit systems, loan documentation, credit underwriting, interest rate risk
exposure, asset growth, asset quality, earnings, stock valuation and compensation, fees and benefits, and such other
operational and managerial standards as the agencies deem appropriate. Guidelines adopted by the federal bank
regulatory agencies establish general standards relating to internal controls and information systems, internal audit
systems, loan documentation, credit underwriting, interest rate exposure, asset growth and compensation, fees and
benefits. In general, these guidelines require, among other things, appropriate systems and practices to identify and
manage the risk and exposures specified in the guidelines. These guidelines also prohibit excessive compensation as
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an unsafe and unsound practice and describe compensation as excessive when the amounts paid are unreasonable or
disproportionate to the services performed by an executive officer, employee, director or principal stockholder. In
addition, the agencies adopted regulations that authorize, but do not require, an agency to order an institution that has
been given notice by an agency that it is not satisfying any of such safety and soundness standards to submit a
compliance plan. If, after being so notified, an institution fails to submit an acceptable compliance plan or fails in any
material respect to implement an acceptable
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compliance plan, the bank regulator must issue an order directing action to correct the deficiency and may issue an
order directing other actions of the types to which an undercapitalized institution may be subject under the FDIA. See
“—Prompt Corrective Action Framework.” If an institution fails to comply with such an order, the bank regulator may
seek to enforce such order in judicial proceedings and to impose civil money penalties.

Deposit Insurance

FDIC Insurance Assessments. As an FDIC-insured bank, our bank must pay deposit insurance assessments to the
FDIC based on its average total assets minus its average tangible equity. As an institution with less than $10 billion in
assets, our bank’s assessment rates are based on its risk classification (i.e., the level of risk it poses to the FDIC’s
deposit insurance fund). Institutions classified as higher risk pay assessments at higher rates than institutions that pose
a lower risk. For institutions with $10 billion or more in assets, the FDIC uses a performance score and a loss-severity
score that are used to calculate an initial assessment rate. In calculating these scores, the FDIC uses a bank’s capital
level and regulatory supervisory ratings and certain financial measures to assess an institution’s ability to withstand
asset-related stress and funding-related stress. The FDIC also has the ability to make discretionary adjustments to the
total score based upon significant risk factors that are not adequately captured in the calculations. In addition to
ordinary assessments described above, the FDIC has the ability to impose special assessments in certain instances.
The FDIC’s deposit insurance fund is currently underfunded, and the FDIC has raised assessment rates and imposed
special assessments on certain institutions during recent years to raise funds. Under the Dodd-Frank Act, the minimum
designated reserve ratio for the deposit insurance fund is 1.35% of the estimated total amount of insured deposits. In
October 2010, the FDIC adopted a restoration plan to ensure that the fund reserve ratio reaches 1.35% by

September 30, 2020, as required by the Dodd-Frank Act. At least semi-annually, the FDIC will update its loss and
income projections for the fund and, if needed, will increase or decrease assessment rates, following
notice-and-comment rulemaking if required.

Under the FDIA, the FDIC may terminate deposit insurance upon a finding that the institution has engaged in unsafe
and unsound practices, is in an unsafe or unsound condition to continue operations, or has violated any applicable law,
regulation, rule, order or condition imposed by the FDIC.

Other Assessments. In addition, the Deposit Insurance Funds Act of 1996 authorized the Financing Corporation to
impose assessments on deposit insurance fund applicable deposits in order to service the interest on the Financing
Corporation’s bond obligations from deposit insurance fund assessments. The amount assessed on individual
institutions is in addition to the amount, if any, paid for deposit insurance according to the FDIC’s risk-related
assessment rate schedules. Assessment rates may be adjusted quarterly to reflect changes in the assessment base.
Heightened Requirements for Bank Holding Companies with $10 Billion or More in Assets

Various federal banking laws and regulations, including rules adopted by the Federal Reserve pursuant to the
requirements of the Dodd-Frank Act, impose heightened requirements on certain large banks and bank holding
companies. Most of these rules apply primarily to bank holding companies with at least $50 billion in total
consolidated assets, but certain rules also apply to banks and bank holding companies with at least $10 billion in total
consolidated assets. Following the fourth consecutive quarter (and any applicable phase-in period) where our or our
bank’s total consolidated assets, as applicable, equal or exceed $10 billion, we or our bank, as applicable, will, among
other requirements:

be required to perform annual stress tests as described above in “—Dividends; Stress Testing;”

be required to establish a dedicated risk committee of our board of directors responsible for overseeing our
enterprise-wide risk management policies, which must be commensurate with our capital structure, risk profile,
complexity, activities, size and other appropriate risk-related factors, and including as a member at least one risk
management expert;

calculate our FDIC deposit assessment base using the performance score and a loss-severity score system described
above in “—Deposit Insurance;” and

be examined for compliance with federal consumer protection laws primarily by the Consumer Financial Protection
Bureau, or CFPB, as described below in “—Consumer Financial Protection.”
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While neither we nor our bank currently have $10 billion or more in total consolidated assets, we have begun
analyzing these rules to ensure we are prepared to comply with the rules when and if they become applicable. In
particular, we have established a risk committee and have begun running periodic and selective stress tests on
liquidity, interest rates and certain areas of our loan portfolio to prepare for compliance with FDIC stress testing
requirements. Based on our historic organic growth rates, we expect that our total assets and our bank’s total assets
could exceed $10 billion over the next two to five years, or sooner if we engage in any acquisitions.

The Volcker Rule

The Dodd-Frank Act prohibits banks and their affiliates from engaging in proprietary trading and investing in and
sponsoring hedge funds and private equity funds. The statutory provision is commonly called the “Volcker Rule.” In
December 2013, federal regulators adopted final rules to implement the Volcker Rule that became effective in April
2014. The Federal Reserve, however, issued an order extending the period that institutions have to conform their
activities to the requirements of the Volcker Rule to July 21, 2015. Banks with less than $10 billion in total
consolidated assets, such as our bank, that do not engage in any covered activities, other than trading in certain
government, agency, state or municipal obligations, do not have any significant compliance obligations under the
rules implementing the Volcker Rule. We are continuing to evaluate the effects of the Volcker Rules on our business,
but we do not currently anticipate that the Volcker Rule will have a material effect on our operations.

Depositor Preference

Under federal law, depositors (including the FDIC with respect to the subrogated claims of insured depositors) and
certain claims for administrative expenses of the FDIC as receiver would be afforded a priority over other general
unsecured claims against such an institution in the “liquidation or other resolution” of such an institution by any
receiver.

Interchange Fees

Under the Durbin Amendment to the Dodd-Frank Act, the Federal Reserve adopted rules establishing standards for
assessing whether the interchange fees that may be charged with respect to certain electronic debit transactions are
“reasonable and proportional” to the costs incurred by issuers for processing such transactions.

Interchange fees, or “swipe” fees, are charges that merchants pay to us and other card-issuing banks for processing
electronic payment transactions. Under the final rules, the maximum permissible interchange fee is equal to no more
than 21 cents plus 5 basis points of the transaction value for many types of debit interchange transactions. The Federal
Reserve also adopted a rule to allow a debit card issuer to recover 1 cent per transaction for fraud prevention purposes
if the issuer complies with certain fraud-related requirements required by the Federal Reserve. The Federal Reserve
also has rules governing routing and exclusivity that require issuers to offer two unaffiliated networks for routing
transactions on each debit or prepaid product.

On July 31, 2013, the U.S. District Court for the District of Columbia found the interchange fee cap and the
exclusivity provision adopted by the Federal Reserve to be invalid. The U.S. Court of Appeals for the District of
Columbia, or D.C. Circuit, reversed this decision on March 21, 2014, generally upholding the Federal Reserve’s
interpretation of the Durbin Amendment and the Federal Reserve’s rules implementing it. On August 18, 2014, the
plaintiffs in this litigation filed a petition for a writ of certiorari asking the U.S. Supreme Court to review the D.C.
Circuit’s decision with respect to the interchange fee cap. We continue to monitor developments in the litigation
surrounding these rules.

Currently, we are subject to the interchange fee cap as a result of NAB’s ownership of us. Once NAB no longer
controls us for bank regulatory purposes, we may be able to qualify for the small issuer exemption from the
interchange fee cap depending on our total assets at the time. The small issuer exemption applies to any debit card
issuer that, together with its affiliates, has total assets of less than $10 billion as of the end of the previous calendar
year. In the event we qualify for the small issuer exemption, we will once again become subject to the interchange fee
cap beginning July 1 of the year following the time when our total assets reaches or exceeds $10 billion. Reliance on
the small issuer exemption would not exempt us from federal regulations prohibiting network exclusivity
arrangements or from routing restrictions, however, and these regulations have negatively affected the interchange
income we have received from our debit card network.

Consumer Financial Protection
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We are subject to a number of federal and state consumer protection laws that extensively govern our relationship

with our customers. These laws include the Equal Credit Opportunity Act, the Fair Credit Reporting Act, the Truth in
Lending Act, the Truth in
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Savings Act, the Electronic Fund Transfer Act, the Expedited Funds Availability Act, the Home Mortgage Disclosure
Act, the Fair Housing Act, the Real Estate Settlement Procedures Act, the Fair Debt Collection Practices Act, the
Service Members Civil Relief Act and these laws’ respective state-law counterparts, as well as state usury laws and
laws regarding unfair and deceptive acts and practices. These and other federal laws, among other things, require
disclosures of the cost of credit and terms of deposit accounts, provide substantive consumer rights, prohibit
discrimination in credit transactions, regulate the use of credit report information, provide financial privacy
protections, prohibit unfair, deceptive and abusive practices, restrict our ability to raise interest rates and subject us to
substantial regulatory oversight. Violations of applicable consumer protection laws can result in significant potential
liability from litigation brought by customers, including actual damages, restitution and attorneys’ fees. Federal bank
regulators, state attorneys general and state and local consumer protection agencies may also seek to enforce consumer
protection requirements and obtain these and other remedies, including regulatory sanctions, customer rescission
rights, action by the state and local attorneys general in each jurisdiction in which we operate and civil money
penalties. Failure to comply with consumer protection requirements may also result in our failure to obtain any
required bank regulatory approval for merger or acquisition transactions we may wish to pursue or our prohibition
from engaging in such transactions even if approval is not required.

The Dodd-Frank Act created a new, independent federal agency, the CFPB, which was granted broad rulemaking,
supervisory and enforcement powers under various federal consumer financial protection laws. The CFPB is also
authorized to engage in consumer financial education, track consumer complaints, request data and promote the
availability of financial services to underserved consumers and communities. Although all institutions are subject to
rules adopted by the CFPB and examination by the CFPB in conjunction with examinations by the institution’s primary
federal regulator, the CFPB has primary examination and enforcement authority over institutions with assets of $10
billion or more. The FDIC has primary responsibility for examination of our bank and enforcement with respect to
federal consumer protection laws so long as our bank has total consolidated assets of less than $10 billion, and state
authorities are responsible for monitoring our compliance with all state consumer laws. The CFPB also has the
authority to require reports from institutions with less than $10 billion in assets, such as our bank, to support the CFPB
in implementing federal consumer protection laws, supporting examination activities, and assessing and detecting
risks to consumers and financial markets.

The consumer protection provisions of the Dodd-Frank Act and the examination, supervision and enforcement of
those laws and implementing regulations by the CFPB have created a more intense and complex environment for
consumer finance regulation. The CFPB has significant authority to implement and enforce federal consumer finance
laws, including the Truth in Lending Act, the Equal Credit Opportunity Act and new requirements for financial
services products provided for in the Dodd-Frank Act, as well as the authority to identify and prohibit unfair,
deceptive or abusive acts and practices. The review of products and practices to prevent such acts and practices is a
continuing focus of the CFPB, and of banking regulators more broadly. The ultimate impact of this heightened
scrutiny is uncertain but could result in changes to pricing, practices, products and procedures. It could also result in
increased costs related to regulatory oversight, supervision and examination, additional remediation efforts and
possible penalties. In addition, the Dodd-Frank Act provides the CFPB with broad supervisory, examination and
enforcement authority over various consumer financial products and services, including the ability to require
reimbursements and other payments to customers for alleged legal violations and to impose significant penalties, as
well as injunctive relief that prohibits lenders from engaging in allegedly unlawful practices. The CFPB also has the
authority to obtain cease and desist orders providing for affirmative relief or monetary penalties. The Dodd-Frank Act
does not prevent states from adopting stricter consumer protection standards. State regulation of financial products
and potential enforcement actions could also adversely affect our business, financial condition or results of operations.
Community Reinvestment Act of 1977

Under the CRA, our bank has an obligation, consistent with safe and sound operations, to help meet the credit needs
of the market areas where it operates, which includes providing credit to low- and moderate-income individuals and
communities. In connection with its examination of our bank, the FDIC is required to assess our bank’s compliance
with the CRA. Our bank’s failure to comply with the CRA could, among other things, result in the denial or delay in
certain corporate applications filed by us or our bank, including applications for branch openings or relocations and
applications to acquire, merge or consolidate with another banking institution or holding company. Our bank received
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a rating of “satisfactory” in its most recently completed CRA examination.

Financial Privacy

The federal bank regulators have adopted rules limiting the ability of banks and other financial institutions to disclose
non-public information about consumers to unaffiliated third parties. These limitations require disclosure of privacy

policies to consumers
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and, in some circumstances, allow consumers to prevent disclosure of certain personal information to an unaffiliated
third party. These regulations affect how consumer information is transmitted through diversified financial companies
and conveyed to outside vendors.

Anti-Money Laundering and the USA PATRIOT ACT

A major focus of governmental policy on financial institutions in recent years has been aimed at combating money
laundering and terrorist financing. The USA PATRIOT Act of 2001, or the USA Patriot Act, substantially broadened
the scope of United States anti-money laundering laws and regulations by imposing significant new compliance and
due diligence obligations, creating new crimes and penalties and expanding the extra-territorial jurisdiction of the
United States. Financial institutions are also prohibited from entering into specified financial transactions and account
relationships and must use enhanced due diligence procedures in their dealings with certain types of high-risk
customers and implement a written customer identification program. Financial institutions must take certain steps to
assist government agencies in detecting and preventing money laundering and report certain types of suspicious
transactions. Regulatory authorities routinely examine financial institutions for compliance with these obligations, and
failure of a financial institution to maintain and implement adequate programs to combat money laundering and
terrorist financing, or to comply with all of the relevant laws or regulations, could have serious legal and reputational
consequences for the institution, including causing applicable bank regulatory authorities not to approve merger or
acquisition transactions when regulatory approval is required or to prohibit such transactions even if approval is not
required. Regulatory authorities have imposed cease and desist orders and civil money penalties against institutions
found to be violating these obligations.

Office of Foreign Assets Control Regulation

The U.S. Treasury Department’s Office of Foreign Assets Control, or OFAC, administers and enforces economic and
trade sanctions against targeted foreign countries and regimes, under authority of various laws, including designated
foreign countries, nationals and others. OFAC publishes lists of specially designated targets and countries. We and our
bank are responsible for, among other things, blocking accounts of, and transactions with, such targets and countries,
prohibiting unlicensed trade and financial transactions with them and reporting blocked transactions after their
occurrence. Failure to comply with these sanctions could have serious legal and reputational consequences, including
causing applicable bank regulatory authorities not to approve merger or acquisition transactions when regulatory
approval is required or to prohibit such transactions even if approval is not required.

Incentive Compensation

The Dodd-Frank Act requires the federal bank regulators and the SEC to establish joint regulations or guidelines
prohibiting incentive-based payment arrangements at specified regulated entities, including us and our bank, having at
least $1 billion in total assets that encourage inappropriate risks by providing an executive officer, employee, director
or principal stockholder with excessive compensation, fees, or benefits or that could lead to material financial loss to
the entity. In addition, these regulators must establish regulations or guidelines requiring enhanced disclosure to
regulators of incentive-based compensation arrangements. The agencies proposed such regulations in April 2011, but
the regulations have not been finalized. If the regulations are adopted in the form initially proposed, they will impose
limitations on the manner in which we may structure compensation for our executives.

In June 2010, the Federal Reserve and FDIC issued comprehensive final guidance on incentive compensation policies
intended to ensure that the incentive compensation policies of banking organizations do not undermine the safety and
soundness of such organizations by encouraging excessive risk-taking. The guidance, which covers all employees that
have the ability to materially affect the risk profile of an organization, either individually or as part of a group, is
based upon the key principles that a banking organization’s incentive compensation arrangements should (1) provide
incentives that appropriately balance risk and financial results in a manner that does not encourage employees to
expose their organizations to imprudent risk, (2) be compatible with effective internal controls and risk management
and (3) be supported by strong corporate governance, including active and effective oversight by the organization’s
board of directors. These three principles are incorporated into the proposed joint compensation regulations under the
Dodd-Frank Act, discussed above.

The Federal Reserve will review, as part of the regular, risk-focused examination process, the incentive compensation
arrangements of banking organizations, such as us, that are not “large, complex banking organizations.” These reviews
will be tailored to each organization based on the scope and complexity of the organization’s activities and the
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prevalence of incentive compensation arrangements. The findings of the supervisory initiatives will be included in
reports of examination. Deficiencies will be incorporated into the organization’s supervisory ratings, which can affect
the organization’s ability to make acquisitions and take other actions. Enforcement actions may be taken against a
banking organization if its incentive compensation arrangements, or related risk
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management control or governance processes, pose a risk to the organization’s safety and soundness and the
organization is not taking prompt and effective measures to correct the deficiencies.

Future Legislation and Regulation

Congress may enact legislation from time to time that affects the regulation of the financial services industry, and state
legislatures may enact legislation from time to time affecting the regulation of financial institutions chartered by or
operating in those states. Federal and state regulatory agencies also periodically propose and adopt changes to their
regulations or change the manner in which existing regulations are applied. The substance or impact of pending or
future legislation or regulation, or the application thereof, cannot be predicted, although enactment of the proposed
legislation could impact the regulatory structure under which we operate and may significantly increase our costs,
impede the efficiency of our internal business processes, require us to increase our regulatory capital and modify our
business strategy, and limit our ability to pursue business opportunities in an efficient manner. Our business, financial
condition, results of operations or prospects may be adversely affected, perhaps materially, as a result.
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ITEM 1A. RISK FACTORS

The material risks and uncertainties that management believes affect us are described below. Any of the following
risks, as well as risks that we do not know or currently deem immaterial, could have a material adverse effect on our
business, financial condition or results of operations. Further, to the extent that any of the information in this Annual
Report on Form 10-K constitutes forward-looking statements, the risk factors below are cautionary statements
identifying important factors that could cause actual results to differ materially from those expressed in any
forward-looking statements made by us or on our behalf. See “Cautionary Note Regarding Forward-Looking
Statements.”

Risks Related to Our Business

Our business may be adversely affected by conditions in the financial markets and economic conditions generally and
in our states in particular.

Our financial performance generally, and in particular the ability of our borrowers to pay interest on and repay
principal of outstanding loans and the value of collateral securing those loans, as well as demand for loans and other
products and services we offer and whose success we rely on to drive our future growth, is highly dependent upon the
business environment in the markets in which we operate, principally in our states, and in the United States as a
whole. Unlike larger banks that are more geographically diversified, we provide banking and financial services to
customers in South Dakota, Iowa, Nebraska, Colorado, Arizona, Kansas and Missouri. The economic conditions in
these local markets may be different from, and in some instances worse than, the economic conditions in the United
States as a whole. Some elements of the business environment that affect our financial performance include short-term
and long-term interest rates, the prevailing yield curve, inflation and price levels (particularly for agricultural
commodities), monetary policy, unemployment and the strength of the domestic economy and the local economy in
the markets in which we operate. Unfavorable market conditions can result in a deterioration in the credit quality of
our borrowers and the demand for our products and services, an increase in the number of loan delinquencies, defaults
and charge-offs, additional provisions for loan losses, adverse asset values and an overall material adverse effect on
the quality of our loan portfolio. Unfavorable or uncertain economic and market conditions can be caused by declines
in economic growth, business activity or investor or business confidence; limitations on the availability or increases in
the cost of credit and capital; increases in inflation or interest rates; high unemployment; natural disasters; state or
local government insolvency; or a combination of these or other factors.

In recent years, the U.S. economy has faced a severe economic crisis including a major recession from which it is
slowly recovering. Business growth across a wide range of industries and regions in the United States remains
reduced, and local governments and many businesses continue to experience financial difficulty. Since the recession,
economic growth has been slow and uneven, unemployment levels generally remain elevated and there are continuing
concerns related to the level of U.S. government debt and fiscal actions that may be taken to address that debt. There
can be no assurance that economic conditions will continue to improve, and these conditions could worsen. Economic
pressure on consumers and uncertainty regarding continuing economic improvement may result in changes in
consumer and business spending, borrowing and saving habits. Such conditions could have a material adverse effect
on the credit quality of our loans or our business, financial condition or results of operations.

The agricultural economy in our states has been affected by recent declines in prices and the rates of price growth for
various crops. Weaker crop prices themselves could increase the risk of default on agricultural loans. Similarly,
weaker crop prices could reduce the cash flows generated by farms and the value of agricultural land in our local
markets and thereby increase the risk of default by our borrowers or reduce the foreclosure value of agricultural land
and equipment that serve as collateral for certain of our loans. Moreover, weaker crop prices might threaten farming
operations in the United States, reducing market demand for agricultural lending. In particular, farm income has seen
recent declines as a result of lower crop prices and some drought conditions. In line with the downturn in farm
income, farmland prices are coming under pressure.

In addition, certain local economies in our states rely to varying extents on manufacturing, which has experienced
steep declines in the United States over the last decade. Declines in agriculture or manufacturing in these local
economies may cause the local commercial environment to decline, which may impact the credit quality of our
borrowers or reduce the demand for our products or services. Further, because unemployment is now slightly lower in
certain of our states than nationwide, the economies of our states may not improve as much as the economies of other
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regions in any nationwide economic recovery.
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We focus on originating business loans (in the form of commercial and industrial loans and commercial real estate
loans), which may involve greater risk than residential mortgage lending.

As of September 30, 2014, our business lending, which consists of our C&I and CRE loans, represented
approximately $4.11 billion, or 60%, of our loan portfolio. Our C&I loans and CRE loans secured by
borrower-occupied property, or owner-occupied CRE loans, which together form the core of our business banking
focus, totaled approximately $2.72 billion, or 40%, of our loan portfolio at September 30, 2014, with undisbursed loan
commitments for these loans amounting to an additional $781 million. We also had approximately $1.39 billion of
other CRE loans (i.e., construction and development loans, multifamily residential real estate loans and CRE loans
secured by commercial property that is not borrower-occupied) at September 30, 2014, or 20% of our loan portfolio,
including construction and development loans representing approximately 23% of our other CRE loans. Because
payments on C&lI loans, owner-occupied CRE loans and other CRE loans are often dependent on the successful
operation or development of the property or business involved, repayment of such loans may be more sensitive than
other types of loans to adverse conditions in the real estate market or the general economy. These types of loans may
have a greater risk of loss than residential mortgage lending, in part because these loans are generally larger or more
complex to underwrite than residential mortgages. In particular, real estate construction, acquisition and development
loans have certain risks not present in other types of loans, including risks associated with construction cost overruns,
project completion risk, general contractor credit risk and risks associated with the ultimate sale or use of the
completed construction. If a decline in economic conditions or other issues cause difficulties for our borrowers of
these types of business loans, if we fail to evaluate the credit of these loans accurately when we underwrite them or if
we do not continue to monitor adequately the performance of these loans, our lending portfolio could experience
delinquencies, defaults and credit losses that could have a material adverse effect on our business, financial condition
or results of operations.

In addition to business loans, much of our lending is agricultural, and agricultural loans are dependent for repayment
on the successful operation and management of the farm property, the health of the agricultural industry broadly, and
in the location of the borrower in particular, and other factors outside of the borrower’s control.

At September 30, 2014, our agricultural loans, consisting primarily of agricultural operating loans (e.g., loans to farm
and ranch owners and operators) and agricultural real estate loans, were $1.68 billion, representing 25% of our total
loan portfolio. At September 30, 2014, agricultural operating loans totaled $898 million, or 13% of our loan portfolio;
and agricultural real estate loans totaled $783 million, or 11%, of our loan portfolio. The primary livestock of our
customers to whom we have extended agricultural loans include dairy cows, hogs and feeder cattle, and the primary
crops of our customers to whom we have extended agricultural loans include corn, soybeans and, to a lesser extent,
cotton and wheat. In addition, we estimate that 12% of our C&I loans and owner-occupied CRE loans were
agriculture-related loans at September 30, 2014.

Agricultural markets are highly sensitive to real and perceived changes in the supply and demand of agricultural
products. As over 84% of our agricultural lending (excluding C&I loans and owner-occupied CRE loans) is to farms
producing grain, beef cattle, dairy products or hogs, our performance is closely related to the performance of, and
supply and demand in, these agricultural sub-sectors. Weaker crop prices, particularly for grains, could reduce the
value of agricultural land in our local markets and thereby increase the risk of default by our borrowers or reduce the
foreclosure value of agricultural land and equipment that serves as collateral for certain of our loans.

Our agricultural loans are dependent on the profitable operation and management of the farm property securing the
loan and its cash flows. The success of a farm property may be affected by many factors outside the control of the
borrower, including:

adverse weather conditions (such as hail, drought and floods), restrictions on water supply or other conditions that
prevent the planting of a crop or limit crop yields;

doss of crops or livestock due to disease or other factors;

declines in the market prices or demand for agricultural products (both domestically and internationally), for any
reason;

tncreases in production costs (such as the costs of labor, rent, feed, fuel and fertilizer);

adverse changes in interest rates, currency exchange rates, agricultural land values or other factors that may affect
delinquency levels and credit losses on agricultural loans;
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the impact of government policies and regulations (including changes in price supports, subsidies,
government-sponsored crop insurance, minimum ethanol content requirements for gasoline, tariffs, trade barriers and
health and environmental regulations);

access to technology and the successful implementation of production technologies; and

changes in the general economy that could affect the availability of off-farm sources of income and prices of real
estate for borrowers.

In addition, many farms are dependent on a limited number of key individuals whose injury or death could
significantly affect the successful operation of the farm. If the cash flow from a farming operation is diminished, the
borrower’s ability to repay the loan may be impaired. Consequently, agricultural loans may involve a greater degree of
risk than residential mortgage lending, particularly in the case of loans that are unsecured or secured by rapidly
depreciating assets such as farm equipment (some of which is highly specialized) or assets such as livestock or crops.
In such cases, any repossessed collateral for a defaulted agricultural operating loan may not provide an adequate
source of repayment of the outstanding loan balance as a result of the greater likelihood of damage, loss or
depreciation or because the assessed value of the collateral exceeds the eventual realization value.

Our business is significantly dependent on the real estate markets where we operate, as a significant portion of our
loan portfolio is secured by real estate.

At September 30, 2014, 62% of our aggregate loan portfolio, comprising our CRE loans (representing 37% of our
aggregate loan portfolio), residential real estate loans (representing 13% of our aggregate loan portfolio) and
agriculture real estate loans (representing 11% of our aggregate loan portfolio), was primarily secured by interests in
real estate predominantly located in the states in which we operate. In addition, some of our other lending occasionally
involves taking real estate as primary or secondary collateral. Real property values in these states may be different
from, and in some instances worse than, real property values in other markets or in the United States as a whole, and
may be affected by a variety of factors outside of our control and the control of our borrowers, including national and
local economic conditions generally. Declines in real property prices, including prices for homes, commercial
properties and farmland, in the states in which we operate could result in a deterioration of the credit quality of our
borrowers, an increase in the number of loan delinquencies, defaults and charge-offs, and reduced demand for our
products and services generally. Our CRE loans, in particular, totaled approximately $2.54 billion at September 30,
2014, or 37% of our loan portfolio, and may have a greater risk of loss than residential mortgage loans, in part because
these loans are generally larger or more complex to underwrite. Agricultural real estate loans may be affected by
similar factors to those that affect agricultural loans generally, including adverse weather conditions, disease and
declines in the market prices for agricultural products or farm real estate. In addition, declines in real property values
in the states in which we operate could reduce the value of any collateral we realize following a default on these loans
and could adversely affect our ability to continue to grow our loan portfolio consistent with our underwriting
standards. Our failure to effectively mitigate these risks could have a material adverse effect on our business, financial
condition or results of operations.

Our business depends on our ability to successfully manage credit risk.

The operation of our business requires us to manage credit risk. As a lender, we are exposed to the risk that our
borrowers will be unable to repay their loans according to their terms, and that the collateral securing repayment of
their loans, if any, may not be sufficient to ensure repayment. In addition, there are risks inherent in making any loan,
including risks with respect to the period of time over which the loan may be repaid, risks relating to proper loan
underwriting, risks resulting from changes in economic and industry conditions and risks inherent in dealing with
individual borrowers. In order to successfully manage credit risk, we must, among other things, maintain disciplined
and prudent underwriting standards and ensure that our bankers follow those standards. The weakening of these
standards for any reason, such as an attempt to attract higher yielding loans, a lack of discipline or diligence by our
employees in underwriting and monitoring loans, the inability of our employees to adequately adapt policies and
procedures to changes in economic or any other conditions affecting borrowers and the quality of our loan portfolio,
may result in loan defaults, foreclosures and additional charge-offs and may necessitate that we significantly increase
our allowance for loan losses, each of which could adversely affect our net income. As a result, our inability to
successfully manage credit risk could have a material adverse effect on our business, financial condition or results of
operations.

58



- 36-

Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

59



Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

Severe weather, natural disasters, acts of war or terrorism or other external events could significantly impact our
business.

Severe weather, natural disasters, widespread disease or pandemics, acts of war or terrorism or other adverse external
events could have a significant impact on our ability to conduct business. In addition, such events could affect the
stability of our deposit base, impair the ability of borrowers to repay outstanding loans, impair the value of collateral
securing loans, cause significant property damage, result in loss of revenue or cause us to incur additional expenses.
Because of the concentration of agricultural loans in our lending portfolio and the volume of our borrowers in regions
dependent on agriculture, we could be disproportionally affected relative to others in the case of external events such
as floods, droughts, and hail effecting the agricultural conditions in the markets we serve. The occurrence of any of
these events in the future could have a material adverse effect on our business, financial condition or results of
operations.

Our allowance for loan losses, our fair value adjustments related to credit on loans for which we have elected the fair
value option and our credit marks (which reduce the fair value) on acquired loan portfolios may be insufficient, which
could lead to additional losses on loans beyond those currently anticipated.

We maintain an allowance for loan losses, which is a reserve established through a provision for loan losses charged
to expense representing management’s best estimate of probable losses that have been incurred within our existing
portfolio of loans, fair value adjustments related to credit risk on our loans for which we have elected the fair value
option and credit marks, which are estimates of expected credit losses that reduce the fair value of certain loans
acquired through acquisitions. The allowance, in the judgment of management, is necessary to reserve for estimated
loan losses and risks inherent in the portfolio. The level of the allowance reflects management’s continuing evaluation
of specific credit risks; the quality of the loan portfolio; the value of the underlying collateral; the level of nonaccruing
loans; and economic, political and regulatory conditions. The determination of the appropriate level of the allowance
for loan losses inherently involves a high degree of subjectivity and requires us to make significant estimates of
current credit risks, all of which may undergo material changes. We also establish fair value adjustments related to our
estimates of expected credit losses for loans accounted for using the fair value option.

The application of the acquisition method of accounting in our acquisitions has impacted our allowance for loan
losses. Under the acquisition method of accounting, loans we acquired were recorded in our consolidated financial
statements at their fair value at the time of acquisition and the related allowance for loan loss was eliminated because
credit quality, among other factors, was considered in the determination of fair value. To the extent that the estimates
we made at the time of acquisition prove to be inadequate based on changing facts and circumstances arising from
reporting period to reporting period, we may incur losses (some of which may be covered by our loss-sharing
arrangements with the FDIC) associated with the acquired loans.

Although our management has established an allowance for loan losses it believes is adequate to absorb probable and
reasonably estimable losses in our loan portfolio, this allowance may not be adequate. We could sustain credit losses
that are significantly higher than the amount of our allowance for loan losses. Higher credit losses could arise for a
variety of reasons, such as growth in our loan portfolio, changes in economic conditions affecting borrowers, new
information regarding our loans and other factors within and outside our control. For example, if agricultural
commodity prices or real estate values were to decline or if economic conditions in one or more of our principal
markets were to deteriorate unexpectedly, additional loan losses not incorporated in the existing allowance for loan
losses might occur. Losses in excess of the existing allowance for loan losses will reduce our net income and could
have a material adverse effect on our business, financial condition or results of operations.

In addition, bank regulatory agencies will periodically review our allowance for loan losses and the value attributed to
nonaccrual loans or to real estate we acquire through foreclosure. Such regulatory agencies may require us to adjust
our determination of the value for these items, increase our allowance for loan losses or reduce the carrying value of
owned real estate, reducing our net income. Further, if charge-offs in future periods exceed the allowance for loan
losses, we may need additional adjustments to increase the allowance for loan losses. These adjustments could have a
material adverse effect on our business, financial condition or results of operations.

We may not be able to attract and retain key personnel and other skilled employees.

Our success depends, in large part, on the skills of our management team and our ability to retain, recruit and motivate
key officers and employees. Our senior management team has significant industry experience, and their knowledge
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and relationships would be difficult to replace. Leadership changes will occur from time to time, and we cannot
predict whether significant resignations will occur or whether we will be able to recruit additional qualified personnel.
Competition for senior executives and skilled personnel
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in the financial services and banking industry is intense, which means the cost of hiring, incentivizing and retaining
skilled personnel may continue to increase. We need to continue to attract and retain key personnel and to recruit
qualified individuals to succeed existing key personnel to ensure the continued growth and successful operation of our
business. In addition, as a provider of relationship-based commercial and agribusiness banking services, we must
attract and retain qualified banking personnel to continue to grow our business, and competition for such personnel
can be intense. Our ability to effectively compete for senior executives and other qualified personnel by offering
competitive compensation and benefit arrangements may be restricted by applicable banking laws and regulations as
discussed in “Item 1. Business—Supervision and Regulation—Incentive Compensation.” The loss of the services of any
senior executive or other key personnel, or the inability to recruit and retain qualified personnel in the future, could
have a material adverse effect on our business, financial condition or results of operations. In addition, to attract and
retain personnel with appropriate skills and knowledge to support our business, we may offer a variety of benefits,
which could reduce our earnings or have a material adverse effect on our business, financial condition or results of
operations.

We operate in a highly competitive industry and market area.

We operate in the highly competitive financial services industry and face significant competition for customers from
financial institutions located both within and beyond our principal markets. We compete with commercial banks,
savings banks, credit unions, non-bank financial services companies and other financial institutions operating within
or near the areas we serve, particularly nationwide and regional banks and larger community banking institutions that
target the same customers we do. We also face competition for agricultural loans from participants in the nationwide
Farm Credit System and global banks. In addition, as customer preferences and expectations continue to evolve,
technology has lowered barriers to entry and made it possible for non-banks to offer products and services
traditionally provided by banks, such as automatic transfer and automatic payment systems. Customer loyalty can be
influenced by a competitor’s new products, especially offerings that could provide cost savings or a higher return to the
customer. We may not be able to compete successfully with other financial institutions in our market, and we may
have to pay higher interest rates to attract deposits, accept lower yields to attract loans and pay higher wages for new
employees, resulting in reduced profitability. Further, increased lending activity by competing banks following the
recent recession has led to increased competitive pressures on loan rates and terms for high-quality credits. Continued
loan pricing pressure could have a further negative effect on our loan yields and net interest margin.

Many of our non-bank competitors are not subject to the same extensive regulations that govern our activities and may
have greater flexibility in competing for business. Several of our competitors are also larger and have significantly
more resources, greater name recognition and larger market shares than we do, enabling them to maintain numerous
banking locations, provide technology-based banking tools we do not provide, maintain a wider range of product
offerings, mount extensive promotional and advertising campaigns and be more aggressive than us in competing for
loans and deposits. The financial services industry could become even more competitive as a result of legislative,
regulatory and technological changes and continued consolidation. In addition, some of our current commercial
banking customers may seek alternative banking sources as they develop needs for credit facilities larger than we may
be able to accommodate. Our inability to compete successfully in the markets in which we operate could have a
material adverse effect on our business, financial condition or results of operations.

We may not be able to successfully execute our strategic plan or manage our growth.

Our growth strategy requires us to manage several different elements simultaneously. Sustainable growth requires that
we manage our risks by following prudent loan underwriting standards, balancing loan and deposit growth without
increasing interest rate risk or compressing our net interest margin, maintaining more than adequate capital at all
times, hiring and retaining qualified employees and successfully implementing strategic projects and initiatives. Our
growth strategy may also change from time to time as a result of various internal and external factors. Our inability to
manage our growth successfully could have a material adverse effect on our business, financial condition or results of
operations.

We may be adversely affected by risks associated with completed and potential acquisitions.

We plan to continue to grow our business organically. However, from time to time, we may consider potential
acquisition opportunities that we believe support our business strategy and may enhance our profitability. Acquisitions
involve numerous risks, including:
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incurring time and expense associated with identifying and evaluating potential acquisitions and negotiating potential
transactions, resulting in management’s attention being diverted from the operation of our existing business;

using inaccurate estimates and judgments to evaluate credit, operations, management and market risks with

respect to the target institution or assets;
the risk that the acquired business will not perform to our expectations;
difficulties, inefficiencies or cost overruns in integrating and assimilating the organizational cultures, operations,
technologies, services and products of the acquired business with ours;
the risk of key vendors not fulfilling our expectations or not accurately converting data;
entering geographic and product markets in which we have limited or no direct prior experience;
the potential loss of key employees;
the potential for liabilities and claims arising out of the acquired businesses; and
the risk of not receiving required regulatory approvals or such approvals being restrictively conditional.
In addition, we face significant competition from numerous other financial services institutions, many of which will
have greater financial resources than we do, when considering acquisition opportunities. Accordingly, attractive
acquisition opportunities may not be available to us. There can be no assurance that we will be successful in
identifying or completing any future acquisitions.
Acquisitions of financial institutions also involve operational risks and uncertainties, and acquired companies may
have unknown or contingent liabilities with no corresponding accounting allowance, exposure to unexpected asset
quality problems that require write-downs or write-offs (as well as restructuring and impairment or other charges),
difficulty retaining key employees and customers and other issues that could negatively affect our business. We may
not be able to realize any projected cost savings, synergies or other benefits associated with any such acquisition we
complete. Acquisitions typically involve the payment of a premium over book and market values and, therefore, some
dilution of our tangible book value and net income per common share may occur in connection with any future
transaction. Failure to successfully integrate the entities we acquire into our existing operations could increase our
operating costs significantly and have a material adverse effect on our business, financial condition and results of
operations.
Failed bank acquisitions involve risks similar to acquiring operating banks even though the FDIC might provide
assistance to mitigate certain risks, such as sharing in exposure to loan losses and providing indemnification against
certain liabilities of the failed institution. However, because these acquisitions are typically conducted by the FDIC in
a manner that does not allow the time typically taken for a due diligence review or for preparing the integration of an
acquired institution, we may face additional risks in transactions with the FDIC. These risks include, among other
things, accuracy or completeness of due diligence materials, the loss of customers and core deposits, strain on
management resources related to collection and management of problem loans and problems related to integration and
retention of personnel and operating systems. There can be no assurance that we will be successful in overcoming
these risks or any other problems encountered in connection with acquisitions (including FDIC-assisted transactions),
nor that any FDIC-assisted opportunities will be available to us in our markets. Our inability to overcome these risks
could have a material adverse effect on our business, financial condition or results of operations.
In addition, we must generally satisfy a number of meaningful conditions prior to completing any acquisition,
including, in certain cases, federal and state bank-regulatory approval. Bank regulators consider a number of factors
when determining whether to approve a proposed transaction, including the effect of the transaction on financial
stability and the ratings and compliance history of all institutions involved, including the CRA, examination results
and anti-money laundering and Bank Secrecy Act compliance records of all institutions involved. The process for
obtaining required regulatory approvals has become substantially more difficult as a result of the financial crisis,
which could affect our future business. We may fail to pursue, evaluate or complete strategic and competitively
significant business opportunities as a result of our inability, or our perceived inability, to obtain any required
regulatory approvals in a timely manner or at all.
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Any proposed acquisition must in certain circumstances be approved by NAB pursuant to the Stockholder Agreement,
and, until such time as we cease to be a subsidiary of NAB for purposes of the Corporations Act 2001 (Cth), by the
Australian Prudential Regulation Authority, or APRA. In addition, as long as NAB controls us for purposes of the
BHC Act, NAB’s regulatory status may impact our regulatory status, and hence our ability to expand by acquisition or
engage in new activities, and NAB would be required to obtain BHC Act approvals for such acquisitions or activities
as well. See “Item 1. Business—Supervision and Regulation—Regulatory Impact of Control by NAB.”

New lines of business, products, product enhancements or services may subject us to additional risks.

From time to time, we may implement or acquire new lines of business or offer new products and product
enhancements as well as new services within our existing lines of business. There are substantial risks and
uncertainties associated with these efforts, particularly in instances where the markets are not fully developed. In
acquiring, developing or marketing new lines of business, products, product enhancements or services, we may invest
significant time and resources, although we may not assign the appropriate level of resources or expertise necessary to
make these new lines of business, products, product enhancements or services successful or to realize their expected
benefits. Further, initial timetables for the introduction and development of new lines of business, products, product
enhancements or services may not be achieved, and price and profitability targets may not prove feasible. External
factors, such as compliance with regulations, competitive alternatives and shifting market preferences, may also
impact the ultimate implementation of a new line of business or offerings of new products, product enhancements or
services. Furthermore, any new line of business, product, product enhancement or service could have a significant
impact on the effectiveness of our system of internal controls. Any material change from the scope of our business
immediately prior to our initial public offering must also be approved by NAB pursuant to the Stockholder Agreement
we entered into with NAB in connection with our initial public offering. Failure to successfully manage these risks in
the development and implementation of new lines of business or offerings of new products, product enhancements or
services could have a material adverse effect on our business, financial condition or results of operations.

If our techniques for managing risk are ineffective, we may be exposed to material unanticipated losses.

In order to manage the significant risks inherent in our business, we must maintain effective policies, procedures and
systems that enable us to identify, monitor and control our exposure to material risks, such as credit, operational, legal
and reputational risks. Our risk management methods may prove to be ineffective due to their design, their
implementation or the degree to which we adhere to them, or as a result of the lack of adequate, accurate or timely
information or otherwise. If our risk management efforts are ineffective, we could suffer losses that could have a
material adverse effect on our business, financial condition or results of operations. In addition, we could be subject to
litigation, particularly from our customers, and sanctions or fines from regulators. Our techniques for managing the
risks we face may not fully mitigate the risk exposure in all economic or market environments, including exposure to
risks that we might fail to identify or anticipate.

We are subject to interest rate risk.

Fluctuations in interest rates may negatively impact our banking business and may weaken demand for some of our
products. Our earnings and cash flows are largely dependent on net interest income, which is the difference between
the interest income we receive from interest-earning assets (e.g., loans and investment securities) and the interest
expense we pay on interest-bearing liabilities (e.g., deposits and borrowings). The level of net interest income is
primarily a function of the average balance of interest-earning assets, the average balance of interest-bearing liabilities
and the spread between the yield on such assets and the cost of such liabilities. These factors are influenced by both
the pricing and mix of interest-earning assets and interest-bearing liabilities. Interest rates are volatile and highly
sensitive to many factors that are beyond our control, such as economic conditions and policies of various
governmental and regulatory agencies, and, in particular the monetary policy of the Federal Open Market Committee
of the Federal Reserve System, or the FOMC. Changes in monetary policy, including changes in interest rates, could
influence not only the interest we receive on loans and securities and the amount of interest we pay on deposits and
borrowings, but also our ability to originate loans and deposits. Historically, there has been an inverse correlation
between the demand for loans and interest rates. Loan origination volume usually declines during periods of rising or
high interest rates and increases during periods of declining or low interest rates. Changes in interest rates also have a
significant impact on the carrying value of certain of our assets, including loans, real estate and investment securities,
on our balance sheet. We may incur debt in the future and that debt may also be sensitive to interest rates.
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The cost of our deposits is largely based on short-term interest rates, the level of which is driven primarily by the
FOMC’s actions. However, the yields generated by our loans and securities are often difficult to re-price and are
typically driven by longer-term
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interest rates, which are set by the market or, at times, the FOMC'’s actions, and vary over time. The level of net
interest income is therefore influenced by movements in such interest rates and the pace at which such movements
occur. If the interest rates paid on our deposits and other borrowings increase at a faster pace than the interest rates on
our loans and other investments, our net interest income may decline and, with it, a decline in our earnings may occur.
Our net interest income and earnings would be similarly affected if the interest rates on our interest-earning assets
declined at a faster pace than the interest rates on our deposits and other borrowings. Any substantial, unexpected,
prolonged change in market interest rates could have a material adverse effect on our business, financial condition or
results of operations.

Changes in interest rates can also affect the level of loan refinancing activity, which impacts the amount of
prepayment penalty income we receive on loans we hold. Because prepayment penalties are recorded as interest
income when received, the extent to which they increase or decrease during any given period could have a significant
impact on the level of net interest income and net income we generate during that time. A decrease in our prepayment
penalty income resulting from any change in interest rates or as a result of regulatory limitations on our ability to
charge prepayment penalties could therefore adversely affect our net interest income, net income or results of
operations.

Changes in interest rates can also affect the slope of the yield curve. A decline in the current yield curve or a flatter or
inverted yield curve could cause our net interest income and net interest margin to contract, which could have a
material adverse effect on our net income and cash flows, as well as the value of our assets. An inverted yield curve
may also adversely affect the yield on investment securities by increasing the prepayment risk of any securities
purchased at a premium.

Changes in interest rates could also have a negative impact on our results of operation by reducing the ability of
borrowers to repay their current loan obligations or by reducing our margins and profitability. As of September 30,
2014, 52.8% of our loans were advanced to our customers on a variable or adjustable-rate basis. As a result, an
increase in interest rates could result in increased loan defaults, foreclosures and charge-offs and could necessitate
further increases to the allowance for loan losses, any of which could have a material adverse effect on our business,
financial condition or results of operations. In addition, a decrease in interest rates could negatively impact our
margins and profitability.

As of September 30, 2014, we had $1.30 billion of noninterest-bearing demand deposits and $4.01 billion of
interest-bearing demand deposits. The prohibition restricting depository institutions from paying interest on demand
deposits, such as checking accounts, was repealed effective on July 21, 2011 as part of the Dodd-Frank Act. We then
began offering interest-bearing corporate checking accounts. Current interest rates for this product are very low
because of current market conditions and, so far, the impact of the repeal has not been significant to us. However, we
do not know what market rates will eventually be and, therefore, we cannot estimate at this time the long-term impact
of the repeal on our interest expense on deposits. If we need to offer higher interest rates on checking accounts to
maintain current clients or attract new clients, our interest expense will increase, perhaps materially. Furthermore, if
we fail to offer interest in a sufficient amount to keep these demand deposits, our core deposits may be reduced, which
would require us to obtain funding in other ways or risk slowing our future asset growth.

We are subject to liquidity risk that may affect our ability to meet our obligations and grow our business.

Liquidity risk is the risk that we will not be able to meet our obligations, including financial commitments, as they
come due and is inherent in our operations. This risk can increase due to a number of factors, including an
over-reliance on a particular source of funding (including, for example, short-term and overnight funding) or
market-wide phenomena such as market dislocation and major disasters. Like many banking companies, we rely on
customer deposits to meet a considerable portion of our funding, and we continue to seek customer deposits to
maintain this funding base. We obtain deposits directly from retail and commercial customers and through brokerage
firms that offer our deposit products to their customers. As of September 30, 2014, we had $6.69 billion in direct
deposits (which includes deposits from banks and financial institutions and deposits related to prepaid cards) and $359
million in deposits originated through brokerage firms (including network deposit sweeps). A key part of our liquidity
plan and funding strategy is to expand our direct deposits as a source of funding. However, these deposits are subject
to potentially dramatic fluctuations in availability or price due to certain factors outside our control, such as a loss of
confidence by customers in us or the banking sector generally, customer perceptions of our financial health and
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general reputation, increasing competitive pressures from other financial services firms for retail or corporate
customer deposits, changes in interest rates and returns on other investment classes, which could result in significant
outflows of deposits within short periods of time or significant changes in pricing necessary to maintain current or
attract additional deposits.
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Competition among U.S. banks for customer deposits is intense, may increase the cost of retaining current deposits or
procuring new deposits and may otherwise negatively affect our ability to grow our deposit base. Any changes we
make to the rates offered on our deposit products to remain competitive with other financial institutions may adversely
affect our profitability and liquidity. In addition, our ability to originate and maintain deposits could be adversely
affected by the loss of our association with NAB and NAB’s strategic plan to reduce its ownership in our business. The
demand for the deposit products we offer may also be reduced due to a variety of factors, such as demographic
patterns, changes in customer preferences, reductions in consumers’ disposable income, regulatory actions that
decrease customer access to particular products or the availability of competing products. An inability to grow, or any
material decrease in, our deposits could have a material adverse effect on our cost of funds and our ability to satisfy
our liquidity needs. Further, the consequences of our liquidity risk may be more severe than other institutions because
we do not currently have a credit rating from any major agency.

Maintaining a diverse and appropriate funding strategy remains challenging, and any tightening of credit markets
could have a material adverse impact on us. In particular, our funding from corporate and financial institution
counterparties may cease to be available if such counterparties seek to reduce their credit exposures to banks and other
financial institutions, which could be reflected, for example, in reductions in unsecured deposits supplied by these
counterparties. Under such circumstances, we may need to seek funds from alternative sources, potentially at higher
costs than our current sources.

Reductions in interchange fees would reduce our associated income.

An interchange fee is a fee merchants pay to the interchange network in exchange for the use of the network’s
infrastructure and payment facilitation, and which is paid to debit, credit and prepaid card issuers to compensate them
for the costs associated with card issuance and operation. In the case of credit cards, this includes the risk associated
with lending money to customers. We earn interchange fees on these card transactions, including $5.9 million in fees
during the fiscal year ended September 30, 2014. Merchants, trying to decrease their operating expenses, have sought
to, and have had some success at, lowering interchange rates. In particular, the Durbin Amendment to the Dodd-Frank
Act limited the amount of interchange fees that may be charged for debit and prepaid card transactions. Several recent
events and actions indicate a continuing focus on interchange fees by both regulators and merchants. Beyond pursuing
litigation, legislation and regulation, merchants are also pursuing alternate payment platforms as a means to lower
payment processing costs. To the extent interchange fees are further reduced, our income from those fees will be
reduced, which could have a material adverse effect on our business and results of operations. In addition, the
payment card industry is subject to the operating regulations and procedures set forth by payment card networks, and
our failure to comply with these operating regulations, which may change from time to time, could subject us to
various penalties or fees or the termination of our license to use the payment card networks, all of which could have a
material adverse effect on our business, financial condition or results of operations.

Operational risks are inherent in our business.

Our operations depend on our ability to process a very large number of transactions efficiently and accurately while
complying with applicable laws and regulations. Operational risk and losses can result from internal and external
fraud; errors by employees or third parties; failure to document transactions properly or to obtain proper authorization;
failure to comply with applicable regulatory requirements and conduct of business rules; equipment failures, including
those caused by natural disasters or by electrical, telecommunications or other essential utility outages; business
continuity and data security system failures, including those caused by computer viruses, cyber-attacks or unforeseen
problems encountered while implementing major new computer systems or upgrades to existing systems; or the
inadequacy or failure of systems and controls, including those of our suppliers or counterparties. Although we have
implemented risk controls and loss mitigation actions, and substantial resources are devoted to developing efficient
procedures, identifying and rectifying weaknesses in existing procedures and training staff, it is not possible to be
certain that such actions have been or will be effective in controlling each of the operational risks faced by us. Any
weakness in these systems or controls, or any breaches or alleged breaches of such laws or regulations, could result in
increased regulatory scrutiny, enforcement actions or legal proceedings and could have an adverse impact on our
business, financial condition or results of operations.

Cyber-attacks or other security breaches could have a material adverse effect on our business.
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In the normal course of business, we collect, process and retain sensitive and confidential information regarding our
customers. We also have arrangements in place with other third parties through which we share and receive
information about their customers who are or may become our customers. Although we devote significant resources
and management focus to ensuring the integrity of our systems through information security and business continuity
programs, our facilities and systems, and those of third
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party service providers, are vulnerable to external or internal security breaches, acts of vandalism, computer viruses,
misplaced or lost data, programming or human errors or other similar events.

Information security risks for financial institutions like us have increased recently in part because of new technologies,
the use of the Internet and telecommunications technologies (including mobile devices) to conduct financial and other
business transactions and the increased sophistication and activities of organized crime, perpetrators of fraud, hackers,
terrorists and others. In addition to cyber-attacks or other security breaches involving the theft of sensitive and
confidential information, hackers recently have engaged in attacks against large financial institutions, particularly
denial of service attacks, that are designed to disrupt key business services, such as customer-facing web sites. We are
not able to anticipate or implement effective preventive measures against all security breaches of these types,
especially because the techniques used change frequently and because attacks can originate from a wide variety of
sources. We employ detection and response mechanisms designed to contain and mitigate security incidents, but early
detection may be thwarted by sophisticated attacks and malware designed to avoid detection.

We also face risks related to cyber-attacks and other security breaches in connection with credit card transactions that
typically involve the transmission of sensitive information regarding our customers through various third parties,
including merchant acquiring banks, payment processors, payment card networks (e.g., Visa, MasterCard) and our
processors. Some of these parties have in the past been the target of security breaches and cyber-attacks, and because
the transactions involve third parties and environments such as the point of sale that we do not control or secure,
future security breaches or cyber-attacks affecting any of these third parties could impact us through no fault of our
own, and in some cases we may have exposure and suffer losses for breaches or attacks relating to them. We also rely
on numerous other third party service providers to conduct other aspects of our business operations and face similar
risks relating to them. While we regularly conduct security assessments on these third parties, we cannot be sure that
their information security protocols are sufficient to withstand a cyber-attack or other security breach.

The access by unauthorized persons to, or the improper disclosure by us of, confidential information regarding our
customers or our own proprietary information, software, methodologies and business secrets could result in significant
legal and financial exposure, supervisory liability, damage to our reputation or a loss of confidence in the security of
our systems, products and services, which could have a material adverse effect on our business, financial condition or
results of operations. In addition, recently there have been a number of well-publicized attacks or breaches affecting
others in our industry that have heightened concern by consumers generally about the security of using credit cards,
which have caused some consumers, including our customers, to use our credit cards less in favor of alternative
methods of payment and has led to increased regulatory focus on, and potentially new regulations relating to, these
matters. Further cyber-attacks or other breaches in the future, whether affecting us or others, could intensify consumer
concern and regulatory focus and result in reduced use of our cards and increased costs, all of which could have a
material adverse effect on our business. To the extent we are involved in any future cyber-attacks or other breaches,
our brand and reputation could be affected, would could also have a material adverse effect on our business, financial
condition or results of operations.

Our information systems may experience an interruption or breach in security.

Our communications, information and technology systems supporting our operations are important to our efficiency
and vulnerable to unforeseen problems. Our operations depend on our ability, as well as that of third party service
providers, to protect computer systems and network infrastructure against damage from fires, other natural disasters or
pandemics; power or telecommunications failures; acts of terrorism or wars or other catastrophic events; or other
physical break-ins. Any damage or failure that causes interruptions in operations or disruptions in our business could
result in liability to clients, regulatory intervention or reputational harm and, thus, could have a material adverse effect
on our business, financial condition or results of operations.

We rely heavily on communications and information systems to conduct our business. Any failure, interruption or
breach in security of these systems could result in failures or disruptions in our customer relationship management,
general ledger, deposit, loan or other systems. Moreover, if any such failures, interruptions or security breaches do
occur, they may not be adequately addressed. If we experience a disruption in the provision of any functions or
services performed by third parties, we may have difficulty in finding alternate providers on terms favorable to us and
in reasonable timeframes. The occurrence of any failures, interruptions or security breaches of our communications
and information systems could damage our reputation, result in a loss of customer business, subject us to additional

72



Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

regulatory scrutiny or expose us to civil litigation and possible financial liability, any of which could have a material
adverse effect on our business, financial condition or results of operations.
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We continually encounter technological change.

The financial services industry is continually undergoing rapid technological change with frequent introductions of
new, technology-driven products and services. The effective use of technology increases efficiency and enables
financial institutions to better serve customers and to reduce costs. Our future success depends, in part, upon our
ability to address the needs of our customers by using technology to provide products and services that will satisfy
customer demands, as well as to create additional efficiencies in our operations. Many of our competitors have
substantially greater resources to invest in technological improvements than we do. We may not be able to effectively
implement new, technology-driven products and services or be successful in marketing these products and services to
our customers. In addition, the implementation of technological changes and upgrades to maintain current systems and
integrate new ones may also cause service interruptions, transaction processing errors and system conversion delays
and may cause us to fail to comply with applicable laws. Failure to successfully keep pace with technological change
affecting the financial services industry and avoid interruptions, errors and delays could have a material adverse effect
on our business, financial condition or results of operations.

We expect that new technologies and business processes applicable to the consumer credit industry will continue to
emerge, and these new technologies and business processes may be better than those we currently use. Because the
pace of technological change is high and our industry is intensely competitive, we may not be able to sustain our
investment in new technology as critical systems and applications become obsolete or as better ones become available.
A failure to maintain current technology and business processes could cause disruptions in our operations or cause our
products and services to be less competitive, all of which could have a material adverse effect on our business,
financial condition or results of operations.

Our ability to maintain, attract and retain customer relationships is highly dependent on our reputation.

Our customers rely on us to deliver superior, personalized financial services with the highest standards of ethics,
performance, professionalism and compliance. Damage to our reputation could undermine the confidence of our
current and potential customers in our ability to provide high-quality financial services. Such damage could also
impair the confidence of our counterparties and vendors and ultimately affect our ability to effect transactions.
Maintenance of our reputation depends not only on our success in maintaining our service-focused culture and
controlling and mitigating the various risks described herein, but also on our success in identifying and appropriately
addressing issues that may arise in areas such as potential conflicts of interest, anti-money laundering, client personal
information and privacy issues, customer and other third party fraud, record-keeping, regulatory investigations and
any litigation that may arise from the failure or perceived failure of us to comply with legal and regulatory
requirements. Maintaining our reputation also depends on our ability to successfully prevent third parties from
infringing on the “Great Western Bank™ brand and associated trademarks and our other intellectual property. Defense of
our reputation, trademarks and other intellectual property, including through litigation, could result in costs that could
have a material adverse effect on our business, financial condition or results of operations.

Employee misconduct could expose us to significant legal liability and reputational harm.

We are vulnerable to reputational harm because we operate in an industry in which integrity and the confidence of our
customers are of critical importance. Our employees could engage in misconduct that adversely affects our business.
For example, if an employee were to engage in fraudulent, illegal or suspicious activities, we could be subject to
regulatory sanctions and suffer serious harm to our reputation (as a consequence of the negative perception resulting
from such activities), financial position, customer relationships and ability to attract new customers. Our business
often requires that we deal with confidential information. If our employees were to improperly use or disclose this
information, even if inadvertently, we could suffer serious harm to our reputation, financial position and current and
future business relationships. It is not always possible to deter employee misconduct, and the precautions we take to
detect and prevent this activity may not always be effective. Misconduct by our employees, or even unsubstantiated
allegations of misconduct, could result in a material adverse effect on our business, financial condition or results of
operations.

We may be adversely affected by changes in the actual or perceived soundness or condition of other financial
institutions.

Financial services institutions that deal with each other are interconnected as a result of trading, investment, liquidity
management, clearing, counterparty and other relationships. Within the financial services industry, loss of public
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confidence, including through default by any one institution, could lead to liquidity challenges or to defaults by other
institutions. Concerns about, or a
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default by, one institution could lead to significant liquidity problems and losses or defaults by other institutions, as
the commercial and financial soundness of many financial institutions is closely related as a result of these credit,
trading, clearing and other relationships. Even the perceived lack of creditworthiness of, or questions about, a
counterparty may lead to market-wide liquidity problems and losses or defaults by various institutions. This systemic
risk may adversely affect financial intermediaries, such as clearing agencies, banks and exchanges with which we
interact on a daily basis or key funding providers such as the Federal Home Loan Banks, any of which could have a
material adverse effect on our access to liquidity or otherwise have a material adverse effect on our business, financial
condition or results of operations.

We may need to raise additional capital in the future, and such capital may not be available when needed or at all.

We may need to raise additional capital, in the form of additional debt or equity, in the future to have sufficient capital
resources and liquidity to meet our commitments and fund our business needs and future growth, particularly if the
quality of our assets or earnings were to deteriorate significantly. Our ability to raise additional capital, if needed, will
depend on, among other things, conditions in the capital markets at that time, which are outside of our control, and our
financial condition. Economic conditions and a loss of confidence in financial institutions may increase our cost of
funding and limit access to certain customary sources of capital, including inter-bank borrowings, repurchase
agreements and borrowings from the discount window of the Federal Reserve System.

We may not be able to obtain capital on acceptable terms—or at all. Any occurrence that may limit our access to the
capital markets, such as a decline in the confidence of debt purchasers, depositors of our bank or counterparties
participating in the capital markets or other disruption in capital markets, may adversely affect our capital costs and
our ability to raise capital and, in turn, our liquidity. Further, if we need to raise capital in the future, we may have to
do so when many other financial institutions are also seeking to raise capital and would then have to compete with
those institutions for investors. An inability to raise additional capital on acceptable terms when needed could have a
material adverse effect on our business, financial condition or results of operations.

The value of our securities in our investment portfolio may decline in the future.

As of September 30, 2014, we owned $1.34 billion of investment securities. The fair value of our investment
securities may be adversely affected by market conditions, including changes in interest rates, and the occurrence of
any events adversely affecting the issuer of particular securities in our investments portfolio. We analyze our
securities on a quarterly basis to determine if an other-than-temporary impairment has occurred. The process for
determining whether impairment is other-than-temporary usually requires complex, subjective judgments about the
future financial performance of the issuer in order to assess the probability of receiving all contractual principal and
interest payments on the security. Because of changing economic and market conditions affecting issuers, we may be
required to recognize other-than-temporary impairment in future periods, which could have a material adverse effect
on our business, financial condition or results of operations.

The value of our goodwill and other intangible assets may decline in the future.

As of September 30, 2014, we had $712 million of goodwill and other intangible assets. Goodwill represents the cost
in excess of the fair value of net assets acquired (including identifiable intangibles) in transactions accounted for as
business acquisitions. We review our goodwill for impairment at least annually, or more frequently if events or
changes in circumstances indicate that the carrying value of the asset might be impaired. We determine impairment by
comparing the implied fair value of the goodwill with the carrying amount of that goodwill. If the carrying amount of
the goodwill exceeds the implied fair value of that goodwill, an impairment loss is recognized in an amount equal to
the excess. A significant decline in our expected future cash flows, a material change in interest rates, a significant
adverse change in the business climate, slower growth rates or a significant or sustained decline in the price of our
common stock may necessitate taking charges in the future related to the impairment of our goodwill and other
intangible assets. We cannot provide assurance that we will not be required to record any charges for goodwill
impairment in the future. If we conclude that such a write-down of goodwill and other intangible assets has become
necessary, we will record the appropriate charge in the period in which it becomes known to us, which could have a
material adverse effect on our business, financial condition or results of operations.

We rely on the mortgage secondary market for some of our liquidity.

We originate and sell mortgage loans and their servicing rights, including $214.3 million of mortgage loans sold
during fiscal year 2014. We rely on Federal National Mortgage Association, or FNMA, and other purchasers to
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our credit risk and provide funding for additional loans we desire to originate. We cannot provide assurance that these
purchasers will not materially limit their purchases from us due to capital constraints or other factors, including, with
respect to FNMA, a change in the criteria for conforming loans. In addition, various proposals have been made to
reform the U.S. residential mortgage finance market, including the role of FNMA. The exact effects of any such
reforms are not yet known, but may limit our ability to sell conforming loans to FNMA. In addition, mortgage lending
is highly regulated, and our inability to comply with all federal and state regulations and investor guidelines regarding
the origination, underwriting documentation and servicing of mortgage loans may also impact our ability to continue
selling mortgage loans. If we are unable to continue to sell loans in the secondary market, our ability to fund, and thus
originate, additional mortgage loans may be adversely affected, which could have a material adverse effect on our
business, financial condition or results of operations.

We are subject to a variety of risks in connection with any sale of loans we may conduct.

When we sell mortgage loans we are required to make customary representations and warranties to the purchaser
about the mortgage loans and the manner in which they were originated and serviced. If any of these representations
and warranties are incorrect, we may be required to indemnify the purchaser for any related losses, or we may be
required to repurchase or provide substitute mortgage loans for part or all of the affected loans. We may also be
required to repurchase loans as a result of borrower fraud or in the event of early payment default by the borrower on a
loan we have sold. If the level of repurchase and indemnity activity becomes material, it could have a material adverse
effect on our liquidity, business, financial condition or results of operations.

Mortgage lending is highly regulated. Our inability to comply with all federal and state regulations and investor
guidelines regarding the origination, underwriting documentation and servicing of mortgage loans may impact our
ability to continue selling mortgage loans.

In addition, we must report as held for sale any loans which we have undertaken to sell, whether or not a purchase
agreement for the loans has been executed. We may therefore be unable to ultimately complete a sale for part or all of
the loans we classify as held for sale. We must exercise our judgment in determining when loans must be reclassified
from held for investment status to held for sale status under applicable accounting guidelines. Any failure to
accurately report loans as held for sale could result in regulatory investigations and monetary penalties. Any of these
actions could have a material adverse effect on our business, financial condition or results of operations. Our policy is
to carry loans held for sale at the lower of cost or fair value. As a result, prior to being sold, any loans classified as
held for sale may be adversely affected by market conditions, including changes in interest rates, and by changes in
the borrower’s creditworthiness, and the value associated with these loans, including any loans originated for sale in
the secondary market, may decline prior to being sold. We may be required to reduce the value of any loans we mark
held for sale as a result, which could have a material adverse effect on our business, financial condition or results of
operations.

The appraisals and other valuation techniques we use in evaluating and monitoring loans secured by real property may
not accurately describe the net value of the collateral that we can realize.

In considering whether to make a loan secured by real property, we generally require an appraisal of the property.
However, an appraisal is only an estimate of the value of the property at the time the appraisal is made, and, as real
estate values may change significantly in value in relatively short periods of time (especially in periods of heightened
economic uncertainty), this estimate may not accurately describe the net value of the real property collateral after the
loan is made. As a result, we may not be able to realize the full amount of any remaining indebtedness when we
foreclose on and sell the relevant property. In addition, we rely on appraisals and other valuation techniques to
establish the value of our other OREO and to determine certain loan impairments. If any of these valuations are
inaccurate, our consolidated financial statements may not reflect the correct value of our OREO, and our allowance
for loan losses may not reflect accurate loan impairments. This could have a material adverse effect on our business,
financial condition or results of operations.

Our operations could be interrupted if certain external vendors on which we rely experience difficulty, terminate their
services or fail to comply with banking laws and regulations.

We depend to a significant extent on relationships with third party service providers. Specifically, we utilize third
party core banking services and receive credit card and debit card services, branch capture services, Internet banking
services and services complementary to our banking products from various third party service providers. If these third
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party service providers experience difficulties or terminate their services and we are unable to replace them with other
service providers, our operations could be interrupted. It may be difficult for us to replace some of our third party
vendors, particularly vendors providing our core banking,
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credit card and debit card services, in a timely manner if they were unwilling or unable to provide us with these
services in the future for any reason. If an interruption were to continue for a significant period of time, it could have a
material adverse effect on our business, financial condition or results of operations. Even if we are able to replace
them, it may be at higher cost to us, which could have a material adverse effect on our business, financial condition or
results of operations. In addition, if a third party provider fails to provide the services we require, fails to meet
contractual requirements, such as compliance with applicable laws and regulations, or suffers a cyber-attack or other
security breach, our business could suffer economic and reputational harm that could have a material adverse effect on
our business, financial condition or results of operations.

We rely on dividends and other payments from our bank for substantially all of our revenue.

We are a separate and distinct legal entity from our bank, and we receive substantially all of our operating cash flows
from dividends and other payments from our bank. These dividends and payments are the principal source of funds to
pay dividends on our capital stock and interest and principal on any debt we may have. Various federal and state laws
and regulations limit the amount of dividends that our bank may pay to us. Also, our right to participate in a
distribution of assets upon a subsidiary’s liquidation or reorganization is subject to the prior claims of the subsidiary’s
creditors. In the event our bank is unable to pay dividends to us, we may not be able to service debt, pay obligations,
or pay dividends on our common stock. The inability to receive dividends from our bank could have a material
adverse effect on our business, financial condition or results of operations.

Loans that we make through certain federal programs are dependent on the federal government’s continuation and
support of these programs and on our compliance with their requirements.

We participate in various U.S. government agency guarantee programs, including programs operated by the United
States Department of Agriculture, Small Business Administration, Farm Service Administration and the United States
Department of the Interior. We are responsible for following all applicable U.S. government agency regulations,
guidelines and policies whenever we originate loans as part of these guarantee programs. If we fail to follow any
applicable regulations, guidelines or policies associated with a particular guarantee program, any loans we originate as
part of that program may lose the associated guarantee, exposing us to credit risk we would not otherwise be exposed
to or underwritten as part of our origination process for U.S. government agency guaranteed loans, or result in our
inability to continue originating loans under such programs. The loss of any guarantees for loans we have extended
under U.S. government agency guarantee programs or the loss of our ability to participate in such programs could
have a material adverse effect on our business, financial condition or results of operations.

We depend on the accuracy and completeness of information about clients and counterparties.

In deciding whether to extend credit or enter into other transactions, we may rely on information furnished by or on
behalf of customers and counterparties, including financial statements, credit reports and other financial information.
We may also rely on representations of those customers or counterparties or of other third parties, such as independent
auditors, as to the accuracy and completeness of that information. Reliance on inaccurate, fraudulent or misleading
financial statements, credit reports or other financial information could result in loan losses, reputational damage or
other effects that could have a material adverse effect on our business, financial condition or results of operations.
Downgrades to the credit rating of the U.S. government or of its securities or any of its agencies by one or more of the
credit ratings agencies could have a material adverse effect on general economic conditions, as well as our business.
On August 5, 2011, Standard & Poor’s cut the credit rating of the U.S. federal government’s long-term sovereign debt
from AAA to AA+, while also keeping its outlook negative. Moody’s had lowered its own outlook for the same debt to
“Negative” on August 2, 2011, and Fitch also lowered its outlook for the same debt to “Negative,” on November 28, 2011.
In 2013, both Moody’s and Standard & Poor’s revised their outlooks from “Negative” to “Stable,” and on March 21, 2014,
Fitch revised its outlook from “Negative” to “Stable.” Further downgrades of the U.S. federal government’s sovereign
credit rating, and the perceived creditworthiness of U.S. government-backed obligations, could impact our ability to
obtain funding that is collateralized by affected instruments and our ability to access capital markets on favorable
terms. Such downgrades could also affect the pricing of funding, when funding is available. A downgrade of the credit
rating of the U.S. government, or of its agencies, government-sponsored enterprises or related institutions, agencies or
instrumentalities, may also adversely affect the market value of such instruments and, further, exacerbate the other
risks to which we are subject and any related adverse effects on our business, financial condition or results of
operations.
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Our internal controls, processes and procedures may fail or be circumvented.

Our internal controls, disclosure controls, processes and procedures, and corporate governance policies and procedures
are based in part on certain assumptions and can provide only reasonable (not absolute) assurances that the objectives
of the system are met. Any failure or circumvention of our controls, processes and procedures or failure to comply
with regulations related to controls, processes and procedures could necessitate changes in those controls, processes
and procedures, which may increase our compliance costs, divert management attention from our business or subject
us to regulatory actions and increased regulatory scrutiny. Any of these could have a material adverse effect on our
business, financial condition or results of operations.

Our accounting estimates and risk management processes rely on analytical and forecasting techniques and models.
Our accounting policies and methods are fundamental to how we record and report our financial condition and results
of operations. Our management must exercise judgment in selecting and applying many of these accounting policies
and methods so they comply with GAAP and reflect management’s judgment of the most appropriate manner to report
our financial condition and results. In some cases, management must select the accounting policy or method to apply
from two or more alternatives, any of which may be reasonable under the circumstances, yet which may result in our
reporting materially different results than would have been reported under a different alternative.

Certain accounting policies are critical to presenting our financial condition and results. They require management to
make difficult, subjective or complex judgments about matters that are uncertain. Materially different amounts could
be reported under different conditions or using different assumptions or estimates. These critical accounting policies
include credit risk management, the allowance for loan losses and unfunded commitments, FDIC indemnification
asset and clawback liability, goodwill, core deposits and other intangibles and income taxes. Because of the
uncertainty of estimates involved in these matters, we may be required to do one or more of the following:
significantly increase the allowance for loan losses or sustain loan losses that are significantly higher than the reserve
provided; recognize significant impairment on goodwill and other intangible asset balances; reduce the carrying value
of an asset measured at fair value; or significantly increase our accrued tax liability. Any of these could have a
material adverse effect on our business, financial condition or results of operations. For a discussion of our critical
accounting policies, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Critical Accounting Policies and the Impact of Accounting Estimates.”

We rely extensively on models in managing many aspects of our business, and these models may be inaccurate or
misinterpreted.

We rely extensively on models in managing many aspects of our business, including liquidity and capital planning,
customer selection, credit and other risk management, pricing, reserving and collections management. The models
may prove in practice to be less predictive than we expect for a variety of reasons, including errors in constructing,
interpreting or using the models or inaccurate assumptions (e.g., failures to update assumptions appropriately or in a
timely manner). Our assumptions may be inaccurate for many reasons as they often involve matters that are inherently
difficult to predict and beyond our control (e.g., macroeconomic conditions and their impact on behavior) and often
involve complex interactions between a number of variables, factors and other assumptions. The errors or inaccuracies
in our models may be material, and could lead us to make wrong or sub-optimal decisions in managing our business,
and this could have a material adverse effect on our business, financial condition or results of operations.

We may have exposure to tax liabilities that are larger than we anticipate.

The tax laws applicable to our business activities, including the laws of the United States, South Dakota and other
jurisdictions, are subject to interpretation and may change over time. From time to time, legislative initiatives, such as
proposals for fundamental federal tax reform and corporate tax rate changes, which may impact our effective tax rate
and could adversely affect our deferred tax assets or our tax positions or liabilities. The taxing authorities in the
jurisdictions in which we operate may challenge our tax positions, which could increase our effective tax rate and
harm our financial position and results of operations. In addition, our future income taxes could be adversely affected
by earnings being higher than anticipated in jurisdictions that have higher statutory tax rates or by changes in tax laws,
regulations or accounting principles. We are subject to audit and review by U.S. federal and state tax authorities. Any
adverse outcome of such a review or audit could have a negative effect on our financial position and results of
operations. In addition, the determination of our provision for income taxes and other liabilities requires significant
judgment by management. Although we believe that our estimates are reasonable, the ultimate tax outcome may differ
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in our financial statements and could have a material adverse effect on our financial results in the period or periods for
which such determination is made.

Fulfilling our public company financial reporting and other regulatory obligations will be expensive and time
consuming and may strain our resources.

As a public company, we are subject to the reporting requirements of the Exchange Act and are required to implement
specific corporate governance practices and adhere to a variety of reporting requirements under the Sarbanes-Oxley
Act of 2002, or Sarbanes-Oxley, and the related rules and regulations of the SEC, as well as the rules of the NYSE.
The Exchange Act requires us to file annual, quarterly and current reports with respect to our business and financial
condition. Sarbanes-Oxley requires, among other things, that we maintain effective disclosure controls and procedures
and internal control over financial reporting. Compliance with these requirements places significant demands on our
legal, accounting and finance staff and on our accounting, financial and information systems and will increase our
legal and accounting compliance costs as well as our compensation expense from historical levels, particularly if we
are required to hire additional accounting, tax, finance and legal staff. We may also need to enhance our investor
relations and corporate communications functions and attract additional qualified board members. These additional
efforts may strain our resources and divert management’s attention from other business concerns, which could have a
material adverse effect on our business, financial condition or results of operations.

In accordance with Section 404 of Sarbanes-Oxley, our management is required to conduct an annual assessment of
the effectiveness of our internal control over financial reporting and include a report on these internal controls in the
annual reports we file with the SEC on Form 10-K. Our independent registered public accounting firm will not be
required to formally attest to the effectiveness of our internal controls until the later of the year following the first
annual report required to be filed with the SEC and the date on which we are no longer an “emerging growth company”
as defined in the Jumpstart Our Business Startups Act, or the JOBS Act. When required, this process will require
significant documentation of policies, procedures and systems, review of that documentation by our internal auditing
and accounting staff and our outside independent registered public accounting firm, and testing of our internal control
over financial reporting by our internal auditing and accounting staff and our outside independent registered public
accounting firm. This process will involve considerable time and attention, may strain our internal resources, and will
increase our operating costs. We may experience higher than anticipated operating expenses and outside auditor fees
during the implementation of these changes and thereafter. If our independent registered public accounting firm is
unable to express an opinion as to the effectiveness of our internal control over financial reporting, investors may lose
confidence in the accuracy and completeness of our financial reports and the market price of our common stock could
be negatively affected, and we could become subject to investigations by the NYSE, the SEC or other regulatory
authorities, which could require additional financial and management resources.

If we are not able to satisfy the requirements of Section 404 of Sarbanes-Oxley, we may be subject to adverse
regulatory consequences and there could be a negative reaction in the financial markets due to a loss of investor
confidence in us and the reliability of our financial statements. This could have a material adverse effect on business,
financial condition or results of operations.

We may not be able to report our future financial results accurately and timely as a publicly listed company if we fail
to maintain an effective system of disclosure controls and procedures and internal control over financial reporting, or
if we fail to remediate the material weakness identified relating to the design and operation of our internal control over
financial reporting.

As a publicly traded company, we are subject to the financial reporting standards prescribed under GAAP and SEC
rules, which are more extensive than the standards applicable to us as a wholly owned subsidiary of NAB prior to our
initial public offering. Complying with these heightened financial reporting standards has required us to implement
enhancements to the design and operation of our internal control over financial reporting. In the process of preparing
additional disclosures required by the SEC for public companies contained within our consolidated financial
statements under these requirements in connection with our initial public offering, during the third quarter of fiscal
year 2014, we concluded a material weakness existed in the design and operation of our internal control over financial
reporting. A material weakness is a deficiency, or combination of deficiencies, in internal control over financial
reporting such that there is a reasonable possibility that a material misstatement of our financial statements will not be
prevented or detected on a timely basis. The material weakness identified resulted primarily from a lack of sufficient
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resources and personnel within the accounting function engaged in the preparation and review of our consolidated
financial statements and a lack of formal controls and procedures with respect to our internal review of the accuracy
and completeness of our application of SEC rules to

- 49-

85



Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

our consolidated financial statements. See “Item 7. Management’s Discussion and Analysis of Financial Condition and
Results of Operations-Internal Control Over Financial Reporting” for more information. The material weakness did not
affect our reported net income or stockholder’s equity for any financial reporting period or materially affect our
reported total assets and total liabilities for any financial reporting period.

Following identification of the material weakness, we implemented a number of controls and procedures designed to
improve our control environment. In particular, we included additional members of our accounting and financial
reporting staff in the preparation and review of the consolidated financial statements for the year ended September 30,
2014, and have implemented a more formal preparation and review hierarchy designed to identify and resolve
potential errors on a timely basis. We have also contracted with two independent consulting firms to assist us in the
preparation of our consolidated financial statements, and we plan to hire and utilize additional experienced, qualified
personnel within our financial reporting function in the future to assist with the preparation and review of future
financial statements. Although we believe these changes to our control environment will be sufficient to remediate our
previously identified material weakness, we believe that further reporting periods are required to confirm the
remediation as well as the ongoing effectiveness of the revised control environment. We may be unsuccessful in
implementing all remedial measures we may undertake, and these measures may not significantly improve or
remediate the material weakness identified in the design and operating effectiveness of our internal control over
financial reporting, which, in future periods, could impact our ability to report our financial results accurately or on a
timely basis.

More generally, if we are unable to meet the demands that have been placed upon us as a public company, including
the requirements of Sarbanes-Oxley, we may be unable to accurately report our financial results in future periods, or
report them within the timeframes required by law or stock exchange regulations. Failure to comply with
Sarbanes-Oxley, when and as applicable, could also potentially subject us to sanctions or investigations by the SEC or
other regulatory authorities. Under such circumstances, we may be unable to implement the necessary internal
controls in a timely manner, or at all, and future material weaknesses may exist or may be discovered. If we fail to
implement the necessary improvements, or if material weaknesses or other deficiencies occur, our ability to accurately
and timely report our financial position could be impaired, which could result in late filings of our annual and
quarterly reports under the Exchange Act, restatements of our consolidated financial statements, a decline in our stock
price, suspension or delisting of our common stock from the NYSE and could have a material adverse effect on our
business, results of operations or financial condition. Even if we are able to report our financial statements accurately
and in a timely manner, any failure in our efforts to implement the improvements or disclosure of material weaknesses
in our future filings with the SEC could cause our reputation to be harmed and our stock price to decline significantly.
We have not performed an evaluation of our internal control over financial reporting, as contemplated by Section 404
of Sarbanes-Oxley, nor have we engaged our independent registered public accounting firm to perform an audit of our
internal control over financial reporting as of any balance sheet date reported in our financial statements. Had we
performed such an evaluation or had our independent registered public accounting firm performed an audit of our
internal control over financial reporting, additional control deficiencies, including additional material weaknesses and
significant deficiencies, may have been identified. In addition, the JOBS Act provides that, so long as we qualify as an
“emerging growth company,” we will be exempt from the provisions of Section 404(b) of Sarbanes-Oxley, which would
require that our independent registered public accounting firm provide an attestation report on the effectiveness of our
internal control over financial reporting. We may take advantage of this exemption so long as we qualify as an
“emerging growth company.”

We are an emerging growth company within the meaning of the Securities Act, and if we decide to take advantage of
certain exemptions from various reporting and other requirements applicable to emerging growth companies, our
common stock could be less attractive to investors.

For as long as we remain an “emerging growth company,” as defined in the JOBS Act, we will have the option to take
advantage of certain exemptions from various reporting and other requirements that are applicable to other public
companies that are not emerging growth companies, including not being required to comply with the auditor
attestation requirements of Section 404 of Sarbanes-Oxley, reduced disclosure obligations regarding executive
compensation in our periodic reports and proxy statements and exemptions from the requirements of holding a
nonbinding advisory vote on executive compensation and stockholder approval of any golden parachute payments not

86



Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

previously approved. We may take advantage of these and other exemptions until we are no longer an emerging
growth company. Further, the JOBS Act allows us to present less than five years of selected financial data in this
Annual Report on Form 10-K.
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The JOBS Act provides that an emerging growth company can take advantage of the extended transition period
provided in Section 7(a)(2)(B) of the Securities Act for complying with new or revised accounting standards.
However, we are choosing to “opt out” of such extended transition period, and as a result, we will comply with new or
revised accounting standards on the relevant dates on which adoption of such standards is required for non-emerging
growth companies. Our decision to opt out of the extended transition period is irrevocable.

We will remain an emerging growth company until the earliest of (i) the end of the fiscal year during which we have
total annual gross revenues of $1.0 billion or more, (ii) the end of the fiscal year following the fifth anniversary of the
completion of our initial public offering, (iii) the date on which we have, during the previous three-year period, issued
more than $1.0 billion in non-convertible debt and (iv) the end of the fiscal year in which the market value of our
equity securities that are held by non-affiliates exceeds $700 million as of June 30 of that year.

We are subject to environmental liability risk associated with our bank branches and any real estate collateral we
acquire upon foreclosure.

During the ordinary course of business, we may foreclose on and take title to properties securing certain loans that we
have originated or acquired. We also have an extensive branch network, owning separate branch locations throughout
the areas we serve. For any real property that we may possess, there is a risk that hazardous or toxic substances could
be found on these properties. If hazardous or toxic substances are found, we may be liable for remediation costs, as
well as for personal injury and property damage and costs of complying with applicable environmental regulatory
requirements. Failure to comply with such requirements can result in penalties. Environmental laws may require us to
incur substantial expenses and may materially reduce the affected property’s value or limit our ability to use or sell the
affected property. In addition, future laws or more stringent interpretations or enforcement policies with respect to
existing laws may increase our exposure to environmental liability. Environmental reviews of real property before
initiating foreclosure actions may not be sufficient to detect all potential environmental hazards. The remediation costs
and any other financial liabilities associated with an environmental hazard could have a material adverse effect on our
business, financial condition or results of operations.

We may be alleged to have infringed upon intellectual property rights owned by others, or may be unable to protect
our intellectual property.

Competitors or other third parties may allege that we, or consultants or other third parties retained or indemnified by
us, infringe on their intellectual property rights. We also may face allegations that our employees have
misappropriated intellectual property of their former employers or other third parties. Given the complex, rapidly
changing and competitive technological and business environment in which we operate, and the potential risks and
uncertainties of intellectual property-related litigation, an assertion of an infringement claim against us may cause us
to spend significant amounts to defend the claim (even if we ultimately prevail); to pay significant money damages; to
lose significant revenues; to be prohibited from using the relevant systems, processes, technologies or other
intellectual property; to cease offering certain products or services or to incur significant license, royalty or technology
development expenses. Moreover, it has become common in recent years for individuals and groups to purchase
intellectual property assets for the sole purpose of making claims of infringement and attempting to extract settlements
from companies like ours. Even in instances where we believe that claims and allegations of intellectual property
infringement against us are without merit, defending against such claims is time consuming and expensive and could
result in the diversion of time and attention of our management and employees. In addition, although in some cases a
third party may have agreed to indemnify us for such costs, such indemnifying party may refuse, or be unable, to
uphold its contractual obligations.

Moreover, we rely on a variety of measures to protect our intellectual property and proprietary information, including
copyrights, trademarks, patents and controls on access and distribution. These measures may not prevent
misappropriation or infringement of our intellectual property or proprietary information and a resulting loss of
competitive advantage, and in any event, we may be required to litigate to protect our intellectual property and
proprietary information from misappropriation or infringement by others, which is expensive, could cause a diversion
of resources and may not be successful. Third parties may challenge, invalidate or circumvent our intellectual
property, or our intellectual property may not be sufficient to provide us with competitive advantages. In addition, the
usage of branding that could be confused with ours could create negative perceptions and risks to our brand and
reputation. Our competitors or other third parties may independently design around or develop technology similar to

88



Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

ours or otherwise duplicate our services or products such that we could not assert our intellectual property rights
against them. In addition, our
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contractual arrangements may not effectively prevent disclosure of our intellectual property or confidential and
proprietary information or provide an adequate remedy in the event of an unauthorized disclosure.

We may be subject to claims and litigation pertaining to our fiduciary responsibilities.

Some of the services we provide, such as trust and investment services, require us to act as fiduciaries for our
customers and others. From time to time, third parties make claims and take legal action against us pertaining to the
performance of our fiduciary responsibilities. If these claims and legal actions are not resolved in a manner favorable
to us, we may be exposed to significant financial liability or our reputation could be damaged. Either of these results
may adversely impact demand for our products and services or otherwise have a material adverse effect on our
business, financial condition or results of operations.

Changes in our accounting policies or in accounting standards could materially affect how we report our financial
results and condition.

From time to time, the Financial Accounting Standards Board, or the FASB, and SEC change the financial accounting
and reporting standards that govern the preparation of our financial statements. As a result of changes to financial
accounting or reporting standards, whether promulgated or required by the FASB or other regulators, we could be
required to change certain of the assumptions or estimates we have previously used in preparing our financial
statements, which could negatively impact how we record and report our results of operations and financial condition
generally. For additional information on the key areas for which assumptions and estimates are used in preparing our
financial statements, see “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Critical Accounting Policies and the Impact of Accounting Estimates.”

Risks Related to the Regulatory Oversight of Our Business

The banking industry is highly regulated, and the regulatory framework, together with any future legislative or
regulatory changes, may have a significant adverse effect on our operations.

The banking industry is extensively regulated and supervised under both federal and state laws and regulations that are
intended primarily for the protection of depositors, customers, federal deposit insurance funds and the banking system
as a whole, not for the protection of our stockholders and creditors. We are subject to regulation and supervision by
the Federal Reserve, and our bank is subject to regulation and supervision by the FDIC and the South Dakota Division
of Banking. The laws and regulations applicable to us govern a variety of matters, including permissible types,
amounts and terms of loans and investments we may make, the maximum interest rate that may be charged, the
amount of reserves our bank must hold against deposits it takes, the types of deposits our bank may accept and the
rates it may pay on such deposits, maintenance of adequate capital and liquidity, changes in the control of us and our
bank, restrictions on dividends and establishment of new offices by our bank. We must obtain approval from our
regulators before engaging in certain activities, and there can be no assurance that any regulatory approvals we may
require will be obtained, either in a timely manner or at all. Our regulators also have the ability to compel us to, or
restrict us from, taking certain actions entirely, such as actions that our regulators deem to constitute an unsafe or
unsound banking practice. Our failure to comply with any applicable laws or regulations, or regulatory policies and
interpretations of such laws and regulations, could result in sanctions by regulatory agencies, civil money penalties or
damage to our reputation, all of which could have a material adverse effect on our business, financial condition or
results of operations.

Since the recent financial crisis, federal and state banking laws and regulations, as well as interpretations and
implementations of these laws and regulations, have undergone substantial review and change. In particular, the
Dodd-Frank Act drastically revised the laws and regulations under which we operate. Financial institutions generally
have also been subjected to increased scrutiny from regulatory authorities. These changes and increased scrutiny may
result in increased costs of doing business, decreased revenues and net income, may reduce our ability to effectively
compete to attract and retain customers, or make it less attractive for us to continue providing certain products and
services. Any future changes in federal and state law and regulations, as well as the interpretations and
implementations of such laws and regulations, could affect us in substantial and unpredictable ways, including those
listed above or other ways that could have a material adverse effect on our business, financial condition or results of
operations.
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We will be subject to heightened regulatory requirements if we exceed $10 billion in assets.

Based on our historic organic growth rates, we expect that our total assets and our bank’s total assets could exceed $10
billion over the next two to five years, or sooner if we engage in any acquisitions. The Dodd-Frank Act and its
implementing regulations impose various additional requirements on bank holding companies with $10 billion or
more in total assets, including compliance with portions of the Federal Reserve’s enhanced prudential oversight
requirements and annual stress testing requirements. In addition, banks with $10 billion or more in total assets are
primarily examined by the CFPB with respect to various federal consumer financial protection laws and regulations.
Currently, our bank is subject to regulations adopted by the CFPB, but the FDIC is primarily responsible for
examining our bank’s compliance with consumer protection laws and those CFPB regulations. As a relatively new
agency with evolving regulations and practices, there is uncertainty as to how the CFPB’s examination and regulatory
authority might impact our business.

Compliance with these requirements may necessitate that we hire additional compliance or other personnel, design
and implement additional internal controls, or incur other significant expenses, any of which could have a material
adverse effect on our business, financial condition or results of operations. Compliance with the annual stress testing
requirements, part of which must be publicly disclosed, may also be misinterpreted by the market generally or our
customers and, as a result, may adversely affect our stock price or our ability to retain our customers or effectively
compete for new business opportunities. To ensure compliance with these heightened requirements when effective,
our regulators may require us to fully comply with these requirements or take actions to prepare for compliance even
before our or our bank’s total assets equal or exceed $10 billion. As a result, we may incur compliance-related costs
before we might otherwise be required, including if we do not continue to grow at the rate we expect or at all. Our
regulators may also consider our preparation for compliance with these regulatory requirements when examining our
operations generally or considering any request for regulatory approval we may make, even requests for approvals on
unrelated matters.

We continue to be subject to regulation and supervision as a subsidiary of NAB.

As long as we continue to be controlled by NAB for purposes of the BHC Act, NAB’s regulatory status may impact
our regulatory status and hence our ability to expand by acquisition or engage in new activities. For example,
unsatisfactory examination ratings or enforcement actions regarding NAB could impact our ability or preclude us
from obtaining any necessary approvals or informal clearance for the foregoing. Furthermore, to the extent that we are
required to obtain regulatory approvals under the BHC Act to make acquisitions or expand our activities, as long as
NAB controls us, NAB would also be required to obtain BHC Act approvals for such acquisitions or activities as well.
In addition, because we continue to be partially owned by NAB, we are also subject to indirect regulation and
supervision by APRA through APRA’s broad powers to give legally enforceable directions to NAB in certain
circumstances. See “Item 1. Business—Supervision and Regulation—Regulatory Impact of Control by NAB” for more
information.

We are required to act as a source of financial and managerial strength for our bank in times of stress.

Under federal law and longstanding Federal Reserve policy, we are expected to act as a source of financial and
managerial strength to our bank, and to commit resources to support our bank if necessary. We may be required to
commit additional resources to our bank at times when we may not be in a financial position to provide such resources
or when it may not be in our, or our stockholders’ or creditors’, best interests to do so. Providing such support is more
likely during times of financial stress for us and our bank, which may make any capital we are required to raise to
provide such support more expensive than it might otherwise be. In addition, any capital loans we make to our bank
are subordinate in right of payment to depositors and to certain other indebtedness of our bank. In the event of our
bankruptcy, any commitment by us to a federal banking regulator to maintain the capital of our bank will be assumed
by the bankruptcy trustee and entitled to priority of payment.

We may be subject to more stringent capital requirements in the future.

We are subject to regulatory requirements specifying minimum amounts and types of capital that we must maintain.
From time to time, the regulators change these regulatory capital adequacy guidelines. If we fail to meet these
minimum capital guidelines and other regulatory requirements, we or our subsidiaries may be restricted in the types of
activities we may conduct and we may be prohibited from taking certain capital actions, such as paying dividends and
repurchasing or redeeming capital securities.
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In particular, the capital requirements applicable to us under the recently adopted capital rules implementing the Basel
III capital framework in the United States will begin to be phased-in starting in 2015. Once these new rules take
effect, we will be required to satisfy additional, more stringent, capital adequacy standards than we have in the past. In
addition, if we become subject to
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annual stress testing requirements, our stress test results may have the effect of requiring us to comply with even
greater capital requirements. While we expect to meet the requirements of the new Basel IlI-based capital rules, we
may fail to do so. In addition, these requirements could have a negative impact on our ability to lend, grow deposit
balances, make acquisitions or make capital distributions in the form of dividends or share repurchases. Higher capital
levels could also lower our return on equity.

Litigation and regulatory actions, including possible enforcement actions, could subject us to significant fines,
penalties, judgments or other requirements resulting in increased expenses or restrictions on our business activities.
Our business is subject to increased litigation and regulatory risks as a result of a number of factors, including the
highly regulated nature of the financial services industry and the focus of state and federal prosecutors on banks and
the financial services industry generally. This focus has only intensified since the recent financial crisis, with
regulators and prosecutors focusing on a variety of financial institution practices and requirements, including
foreclosure practices, compliance with applicable consumer protection laws (including, in foreign jurisdictions,
products similar to our fixed-term tailored business loan products), classification of held for sale assets and
compliance with anti-money laundering statutes, the Bank Secrecy Act and sanctions imposed by the Office of
Foreign Assets Control of the U.S. Department of the Treasury.

In the normal course of business, from time to time, we are or have been named as a defendant in various legal
actions, including arbitrations, class actions and other litigation, arising in connection with our business activities.
Certain of the legal actions included claims for substantial compensatory or punitive damages or claims for
indeterminate amounts of damages. In addition, while the arbitration provisions in certain of our customer agreements
historically have limited our exposure to consumer class action litigation, there can be no assurance that we will be
successful in enforcing our arbitration clause in the future. We may also, from time to time, be the subject of
subpoenas, requests for information, reviews, investigations and proceedings (both formal and informal) by
governmental agencies regarding our business. Any such legal or regulatory actions may subject us to substantial
compensatory or punitive damages, significant fines, penalties, obligations to change our business practices or other
requirements resulting in increased expenses, diminished income and damage to our reputation. Our involvement in
any such matters, even if the matters are ultimately determined in our favor, could also cause significant harm to our
reputation and divert management attention from the operation of our business. Further, any settlement, consent order
or adverse judgment in connection with any formal or informal proceeding or investigation by government agencies
may result in litigation, investigations or proceedings as other litigants and government agencies begin independent
reviews of the same activities. As a result, the outcome of legal and regulatory actions could be material to our
business, results of operations, financial condition and cash flows depending on, among other factors, the level of our
earnings for that period, and could have a material adverse effect on our business, financial condition or results of
operations.

Increases in FDIC insurance premiums may adversely affect our earnings.

Our bank’s deposits are insured by the FDIC up to legal limits and, accordingly, our bank is subject to FDIC deposit
insurance assessments. We generally cannot control the amount of premiums our bank will be required to pay for
FDIC insurance. Once our bank exceeds $10 billion in assets, the method for calculating its FDIC assessments will
change and we expect our bank’s FDIC assessments will increase as a result. See “Item 1. Business—Supervision and
Regulation—Deposit Insurance.” In addition, the FDIC recently increased the deposit insurance fund’s target reserve ratio
to 2.0% of insured deposits following the Dodd-Frank Act’s elimination of the 1.5% cap on the insurance fund’s reserve
ratio and has put in place a restoration plan to restore the deposit insurance fund to its 1.35% minimum reserve ratio
mandated by the Dodd-Frank Act by September 30, 2020. Additional increases in assessment rates may be required in
the future to achieve this targeted reserve ratio. In addition, higher levels of bank failures in recent years and increases
in the statutory deposit insurance limits have increased resolution costs to the FDIC and put pressure on the deposit
insurance fund. In response, the FDIC increased assessment rates on insured institutions, charged a special assessment
to all insured institutions as of June 30, 2009, and required banks to prepay three years’ worth of premiums on
December 30, 2009. If there are additional financial institution failures, our bank may be required to pay even higher
FDIC insurance premiums than the recently increased levels, or the FDIC may charge additional special assessments.
Future increases of FDIC insurance premiums or special assessments could have a material adverse effect on our
business, financial condition or results of operations.
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We are subject to the CRA and fair lending laws, and our failure to comply with these laws could lead to material
penalties.

The CRA, the Equal Credit Opportunity Act, the Fair Housing Act and other fair lending laws and regulations impose
nondiscriminatory lending requirements on financial institutions. The U.S. Department of Justice and other federal
agencies are responsible for enforcing these laws and regulations. A successful challenge to an institution’s
performance under the CRA or fair
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lending laws and regulations could result in a wide variety of sanctions, including the required payment of damages
and civil money penalties, injunctive relief, imposition of restrictions on mergers and acquisitions activity and
restrictions on expansion. Private parties may also have the ability to challenge an institution’s performance under fair
lending laws in private class action litigation. The costs of defending, and any adverse outcome from, any such
challenge could damage our reputation or could have a material adverse effect on our business, financial condition or
results of operations.

Regulations relating to privacy, information security and data protection could increase our costs, affect or limit how
we collect and use personal information and adversely affect our business opportunities.

We are subject to various privacy, information security and data protection laws, including requirements concerning
security breach notification, and we could be negatively impacted by these laws. For example, our business is subject
to the Gramm-Leach-Bliley Act which, among other things: (i) imposes certain limitations on our ability to share
nonpublic personal information about our customers with nonaffiliated third parties; (ii) requires that we provide
certain disclosures to customers about our information collection, sharing and security practices and afford customers
the right to “opt out” of any information sharing by us with nonaffiliated third parties (with certain exceptions) and
(iii) requires we develop, implement and maintain a written comprehensive information security program containing
safeguards appropriate based on our size and complexity, the nature and scope of our activities, and the sensitivity of
customer information we process, as well as plans for responding to data security breaches. Various state and federal
banking regulators and states have also enacted data security breach notification requirements with varying levels of
individual, consumer, regulatory or law enforcement notification in certain circumstances in the event of a security
breach. Moreover, legislators and regulators in the United States are increasingly adopting or revising privacy,
information security and data protection laws that potentially could have a significant impact on our current and
planned privacy, data protection and information security-related practices, our collection, use, sharing, retention and
safeguarding of consumer or employee information, and some of our current or planned business activities. This could
also increase our costs of compliance and business operations and could reduce income from certain business
initiatives. This includes increased privacy-related enforcement activity at the federal level, by the Federal Trade
Commission, as well as at the state level, such as with regard to mobile applications.

Compliance with current or future privacy, data protection and information security laws (including those regarding
security breach notification) affecting customer or employee data to which we are subject could result in higher
compliance and technology costs and could restrict our ability to provide certain products and services, which could
have a material adverse effect on our business, financial conditions or results of operations. Our failure to comply with
privacy, data protection and information security laws could result in potentially significant regulatory or
governmental investigations or actions, litigation, fines, sanctions and damage to our reputation, which could have a
material adverse effect on our business, financial condition or results of operations.

Our use of third party vendors and our other ongoing third party business relationships are subject to increasing
regulatory requirements and attention.

We regularly use third party vendors as part of our business. We also have substantial ongoing business relationships
with other third parties. These types of third party relationships are subject to increasingly demanding regulatory
requirements and attention by our federal bank regulators. Recent regulation requires us to enhance our due diligence,
ongoing monitoring and control over our third party vendors and other ongoing third party business relationships. In
certain cases we may be required to renegotiate our agreements with these vendors to meet these enhanced
requirements, which could increase our costs. We expect that our regulators will hold us responsible for deficiencies
in our oversight and control of our third party relationships and in the performance of the parties with which we have
these relationships. As a result, if our regulators conclude that we have not exercised adequate oversight and control
over our third party vendors or other ongoing third party business relationships or that such third parties have not
performed appropriately, we could be subject to enforcement actions, including civil money penalties or other
administrative or judicial penalties or fines as well as requirements for customer remediation, any of which could have
a material adverse effect our business, financial condition or results of operations.

Risks Related to Our FDIC-Assisted Acquisition of TierOne Bank

Our bank has purchased certain assets and assumed certain liabilities of TierOne Bank in an FDIC-assisted
transaction.
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On June 4, 2010, our bank acquired certain assets and assumed certain liabilities of TierOne Bank from the FDIC in
an assisted transaction, which could present additional risks to our business. Although this transaction provides for
FDIC assistance to our bank to mitigate certain risks, such as sharing exposure to loan losses and providing
indemnification against certain liabilities of the
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former TierOne Bank, we are still subject to some of the same risks we face in acquiring another bank in a negotiated
transaction, including risks associated with maintaining customer relationships and failure to realize the anticipated
acquisition benefits in the amounts and within the timeframes we expect.
Our decisions regarding the fair value of assets acquired and our estimated loss-sharing indemnification asset may be
inaccurate.
We make various assumptions and judgments about the collectability of acquired loan portfolios, including the
creditworthiness of borrowers and the value of the real estate and other assets serving as collateral for the repayment
of secured loans. In the FDIC-assisted transaction, we recorded a fair value adjustment and a related loss-sharing
indemnification asset, representing 80% of expected credit losses. We have subsequently analyzed the portfolio on a
regular basis, taking into account historical loss experience, volume and classification of loans, volume and trends in
delinquencies and nonaccruals, local economic conditions and other pertinent information. As a result of these
analyses, we have recorded allowance for loan losses, partially offset by additional indemnification assets, to address
subsequent impairment in certain loans and pools of loans. While we believe that our current levels of fair value
adjustments and allowance for loan losses are adequate to absorb future losses that may occur in the acquired loan
portfolio, if our assumptions are incorrect, our actual losses could be higher than estimated and increased loss reserves
may be needed to respond to different economic conditions or adverse developments in the acquired loan portfolio.
Any increase in future loan losses could have a material adverse effect on our business, financial condition or results
of operations.
Our ability to obtain reimbursement under the loss-sharing agreements on covered assets depends on our compliance
with the terms of the loss-sharing agreements.
The loss-sharing agreements contain specific terms and conditions regarding the management of the covered assets
that our bank must follow to receive reimbursement on losses from the FDIC. At September 30, 2014, $234.0 million
of loans and $10.6 million of OREO was eligible for reimbursement to our bank. Under the loss-sharing agreements,
our bank must, among other things:
manage and administer the covered assets in a manner consistent with its usual and prudent business and banking
practices and, with respect to single family shared-loss loans, the procedures (including collection procedures)
customarily employed by our bank in servicing and administering mortgage loans for its own account and the
servicing procedures established by FNMA or the Federal Home Loan Mortgage Corporation, as in effect from time
to time, and in accordance with accepted mortgage servicing practices of prudent lending institutions;
exercise its best judgment in managing, administering and collecting amounts on covered assets;
use commercially reasonable efforts to maximize recoveries with respect to losses on single family shared-loss assets
and best efforts to maximize collections with respect to commercial shared-loss assets;
retain sufficient staff to perform the duties under the loss-sharing agreements;
adopt and implement accounting, reporting, record-keeping and similar systems with respect to the commercial
shared-loss assets;
comply with the terms of the modification guidelines approved by the FDIC or another federal agency for any
single-family shared-loss loan;

provide notice with respect to proposed transactions pursuant to which a third party or affiliate will manage,

administer or collect any commercial shared-loss assets;
file monthly and quarterly certificates with the FDIC specifying the amount of losses, charge-offs and recoveries;
undergo periodic reviews by the FDIC and their agents to assess our bank’s operations and compliance with these
requirements; and
maintain books and records sufficient to ensure and document compliance with the terms of the loss- sharing
agreements.
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The terms of the loss-sharing agreements are extensive and failure to comply with any of the guidelines could result in
a specific asset or group of assets permanently losing their loss-sharing coverage. No assurances can be given that we
will manage the covered assets in such a way as to always maintain loss-sharing coverage on all such assets and fully
recover the value of our loss-sharing asset, and any loss-sharing coverage could have a material adverse effect on our
business, financial condition or results of operations.

Risks Related to Our Controlling Stockholder

NAB has significant control over us, and its interests may conflict with ours or our other stockholders' in the future.
Immediately following our initial public offering, NAB indirectly beneficially owned approximately 68.2% of our
common stock. As a result, NAB continues to have significant control over us. Going forward, NAB’s degree of
control will depend on, among other things, its level of ownership of our common stock and its ability to exercise
certain rights under the terms of the Stockholder Agreement that we entered into with NAB in connection with our
initial public offering. NAB will be entitled to exercise most of its rights under the Stockholder Agreement until the
date that NAB ceases to control us for purposes of the BHC Act. We and NAB believe that NAB will not have a
reasonable opportunity to seek a non-control determination under the BHC Act until NAB owns less than 25% of our
outstanding common stock, although NAB’s ownership interest may need to be substantially less than 25% in order for
NAB to obtain a non-control determination.

Under the Stockholder Agreement, NAB will be entitled to designate nominees for election to our board of directors
(the number of which will depend on its level of ownership) and make certain appointments to committees of our
board. For so long as NAB controls more than 50% of our outstanding common stock, it will be able to determine the
outcome of all matters requiring approval of stockholders, cause or prevent a change of control of our company and
preclude all unsolicited acquisitions of our company, including transactions that may be in the best interests of our
stockholders. Further, following the completion of this offering until the earlier of (i) the date that NAB ceases to
control us for purposes of the BHC Act and (ii) the one-year anniversary of the date when NAB ceases to directly or
indirectly beneficially own 50% of our outstanding common stock, NAB will have the right to designate a majority of
the nominees for election to our board of directors. If NAB continues to control us for purposes of the BHC Act
following such one-year anniversary, NAB will have the right to designate for nomination and election a number of
individuals equal to the number of independent directors nominated to serve on our board (other than any independent
directors who have been designated by NAB) minus two until such time as NAB ceases to have such control.
Following the date that NAB ceases to control us for purposes of the BHC Act, NAB will have the right to designate
one nominee for election to our board of directors so long as NAB continues to beneficially own at least 5% of our
outstanding common stock.

Until the date that NAB ceases to control us for purposes of the BHC Act, we will be required to obtain NAB’s prior
written approval before undertaking (or permitting or authorizing any of our subsidiaries to undertake) various
significant corporate actions, including engaging in certain business activities, entrance into mergers or
consolidations, entrance into amendments to or terminations of material agreements, issuance of capital stock (subject
to certain exceptions), incurrence or guarantee of indebtedness in excess of certain thresholds (subject to certain
exceptions), termination of our or our bank’s Chief Executive Officer or Chief Financial Officer (other than for cause)
and certain other significant transactions.

NAB’s concentration of voting power and veto rights could deprive stockholders of an opportunity to receive a
premium for their shares of common stock as part of a sale of our company, and could affect the market price of our
common stock. NAB’s interests may differ from our interests or those of our other stockholders. NAB will have access
to our internal information in the same manner and to the same extent as we provided immediately prior to our initial
public offering and may affect the management of our business, or exercise its voting power, consent rights or
information access in a manner unfavorable to our other stockholders. Moreover, NAB may be able to exercise its
veto and other rights under the Stockholder Agreement for an extended period of time, depending on whether and
when NAB is able to obtain a non-control determination from the Federal Reserve. In addition, although the
Stockholder Agreement may only be assigned with the written consent of both parties, NAB, as our controlling
stockholder, will have the ability to cause us to consent to NAB’s assignment of its rights under the Stockholder
Agreement. Such assignment could be to one or more persons whose interests may differ from ours, including a direct
or indirect competitor who may use the rights to harm our business and our stockholders. We will also continue to be
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subject to the regulatory supervision applicable to NAB and companies under its control. See “—Risks Related to the
Regulatory Oversight of Our Business.” Accordingly, NAB’s control over us and the consequences of such control
could have a material adverse effect on our business and business prospects and negatively impact the trading price of
our common stock.

- 57-

100



Edgar Filing: Great Western Bancorp, Inc. - Form 10-K

We may fail to replicate or replace functions, systems and infrastructure provided by NAB before our initial public
offering, and NAB may fail to perform the services provided for in the Transitional Services Agreement.

Although, historically, we have operated largely as a standalone company without significant services being received
from NAB, NAB has provided certain financial, personnel and administrative support to us. NAB has no obligation to
provide any support to us other than the limited services being provided pursuant to the Transitional Services
Agreement. Under this agreement, NAB has agreed to continue to provide us with certain services currently provided
to us by NAB for the applicable transitional period, including continuing to act as a counterparty to us on interest rate
swaps and providing fair value calculations related to specified lo