YEAR-TO-DATE DISCLOSURE STATEMENT
As of December 31, 2009

Magnolia Bank
794 Old Elizabethtown Road
Hodgenville, KY 42748

Notice and Availability
The annual disclosure statement may be obtained
upon request.

I, the undersigned officer, attest to the correctness of this statement and declare that it has been
examined by me and to the best of my knowledge and belief has been prepared in accordance with
instructions issued by the appropriate Federal regulatory authority and is true and correct.
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This statement has not been reviewed, or confirmed for accuracy or relevancy,
by the Federal Deposit Insurance Corporation or any other regulatory agency.



Magnolia Bank

CONSOLIDATED REPORT OF CONDITION

For December 31, 2009

Dollar Amounts in Thousands

Current Year

Prior Year

Assets
Cash and balances due from depository institutions:

Noninterest-bearing balances and currency and COImL....ooeeveceeeeeeeeeeeeeeencoe. 1,999 2,040

Interest-bearing DAlanCes.. ..o vrererreecrie e es e rne e ranas 199 172
Securities:

Held-to-maturity SEOUMTIES .. oii e e tee e s et e e e e e e sessnesseseressrsenrnens 0 0

Available-for-5ale SECUMTIES....v e crrererrreeseree e ee s s e e e s sne e e s srsensseseeanes 21.783 22,991
Federal funds sold and securities purchased under agreements to resell............... 6,308 526
Loans and lease financing receivables:

Loans and leases held for 5ale. ...t sss e eea s 8,083 0

Loans and leases, net of uneamed income......c.oocooovevmvvenienen. 82,692 84,220

LESS:Allowance for loan and lease 1058€8..ccvevrercceeccnrecenecnnns 827 827

Loans and leases, net of uneamed income and allowances......o.cvveviviviesrinnns 81,865 83,393
TTAQINE ASSEIS. c.eteeirieentrenreerensansesse s e e e s eesressse s bassbeesasass et sbannesbestsnsnstsnnsenntan 0 0
Premises and fixed assets (including capitalized 1€8S€8).......occcvvvveiciviensiivernesnnns 2,155 2,296
Other real estate OWNE. ..iviecieiie i reeercrrerrrree e s e e s e s see e e e s e s s srss e s e rarasans 0 8
Investments in unconsolidated subsidiaries and associated companies.......c.eoue.. 0 0
Direct and indirect investments in real estate ventures 0 n/a
Intangible assets:

GOOAWILL et cr e ee v e st e esates e rsnesenessnanns 0 0

Other intangible @88et8. .o oo et 0 0
OHNET ASSETS e reerirsriiierirerreereessersesrerssuesrerssarsnessesssnesmnessesreerees e rsasvaseesasesnsessnsnses 3.257 2.499
TOTAL BSECTS e veerarrerreriierirerneereenraeiseasaaassssserssersssissaraasosseressssnrassbasessessssansenssrssssasa 125,649 113,925
Liabilities
Deposits In domestic offiees ..o 97.059 87.319

NONINterest-bEaTING . v vrerrvarrerrrerrarareccrrarereresaesirasreraessnrrsransras 12,017 9,151

INtErest-BEarINg. oo civierieiriiecineserineeeas e r e a i r e s ssa s sssa s es e ranens 85,043 78,168
Federal funds purchased and securities sold under agreements to repurchase...... 0 0
Trading HabIIItIES . ocresrvsrrevrireeesree e ereseaneeecsscseeaeeaaemrevar e rraerbesabe s e saeanraasmassanser 0 0
Other bOTTOWET MOMEY ... ceeeeeeeetee ettt e e e s e e s s e e s e e e s 16,983 16,612
Subordinated notes and debentures. ... e e e eeee 0 0
Other HabilIIes. ......oeeeeeee et ss e et eese e e e e e e e e e e emeeneen 758 668
Total lHADIIIIES. ... verevereveerrreseresenrsreressesaesaesssernesessrrssssns e enseseestesassrarannsnransensanserns 114,800 104,599
Equity Capital
Perpetual preferred stock and related surplus......cooeeeeceoniiiniee e 0 0
COMINOTL STOCK . ovvtverievrerssre s rrrsvsie e vt e st e e s ree s mnaesss aesmneasnaenransssabeesnnneasnmmsssnsann 100 100
N0 o3 ST RO 6,600 6,600
Retained SarminmZS. oottt et e se e et s s e e eee e st e 3,856 2,904
Accumulated other cOmprenensive iMCOME........ovrvvesieeeen e eeee e 293 -278
Other equity capital COMPONENIS. ..ot e e et e et eanes 0 0
Total bank equity CaPIAL ... e 10,849 9,326
Noncontrolling (minority) interests in consolidated subsidiaries.......ccovccevvceannnnn 0 0
Total equity CaPItAL........ooiinircircreeree et e s e e 10,849 n/a
Total labilities and equity capital........oocoovrveeecireere e 125,649 113,925




Magnolia Bank

CONSOLIDATED REPORT OF INCOME

For December 31, 2009
Dollar Amounts in Thousands Current Year Prior Year
Interest income:
Interest and fee income on 10anS. ..., 6,185 6.207
Income from lease financing receivables... 1 7
Interest income on balances due from deposnory INSHIUHONS. .ovcsre s rrerereeeeeenrene 0 1
Interest and dividend income on securities;
U.S. Treasury securities and U.S. Government agency obligations
(excluding mortgage-backed seCUrities).....cvviiiriiirmimeieirenernesennens 255 199
Mortgage-backed SECUMTHES....vvrr e recenecsenenes 202 330
All other securities... " 411 381
Total interest and dmdend income on securities... 868 910
Interest income from trading assets... - 0 0
Interest income on federal funds so]d and securities ;)urchased
under agreements 10 TESCl..rercnnnerirrreresrerinne 3 32
Other interest income 66 75
Total interest income. 7.123 7.232
Interest expense:
Interest on deposits:
Transaction accounts;
NOW, ATS. and telephone and preauthorized transfer accounts.. 306 290
Nontransaction accounts:
Savings deposits, including money market deposit accounts......... 288 348
Time deposits of $100.000 or more 617 383
Time deposits of less than $100.000 977 1.306
Expense of federal funds purchased
and securities sold under agreements t0 tepurchase......coveveerenennn 9 15
Interest on trading liabilities and other borrowed money......cccceceeeeeee 717 689
Interest on subordinated notes and debentures... 0 0
TOtAl INEIESE EXPIBIISC oo eoeeeeeceeuereceeseesee e roretcose s gt eos s eeesesessssenm e permsmrarassecy, 2914 3.031
Net interest income... erireresrrrerereerarentas 4,209 4.201
Provision for loan and !ease losses 126 56
Noninterest income:
Income from fiduciary activities. 0 0
Service charges on deposit accounts. 496 477
Trading reVERUC. ..ottt 0 0
Investment banking, advisory, brokerage, and underwiting
fees & COMMUISSIONS....iviiiiiierii et nrarssarssan et vasrsrerssssnsonsn 0 0
Venture capital revenue. 0 0
Net 3ervicing fEes..coiiiiiiii s 0 0
Net securitization income 0 0
Insurance commissions And fEes........w e e, 0 0
Net gains (fosses) on sales of loans 0 0
Net gains (losses) on sales of other real estate owned.... o evrciinenn 0 =25
Net gains {losses) on sales of other assets {(excluding securities).......... -2 -37
Other NOTINIErest INCOME...vvurvririreririrserirerirrrrrsrseesrsrssrseror 772 425
Total noninterest income.. 1,266 840
Realized gains (losses) on held-to-maturity securities 0 0
Realized gains (losses) on available-for-sale securities 41 -623
~Noninterest expense:
~ Salaries and employec benefits 2157 1.998
Expenses of premises and fixed assets (net m" rental mcome)
(excluding salaries. employee benefits and mortgage interest).......... 633 592
Amortization expense and asset impairment losses 0 0
Other noninterest expense 1.364 966
T O] NONTIEIEST EXPEIISE oo ceeceeeeeeee e emtm et ssssseedsmndens babss s bbb bbb bbbt 4154 3.556
Income (loss) before income taxes and extraordmary items and other adjustments....... 1,236 806
Applicable income taxes... 0 -1
Income (loss) before e)\traordma.ry 1tems and other adjustments... 1,236 807
Extraordinary items and other adjustments, net of income taxes... i 0 0
Net (income) attributable to bank and noncontrotling (minority) mterests 1.236 n/a
LESS: Net income (loss) attributable to noncontrolling (minority) mterests... 0 n'a
NEt INICOMIE {1OSS)1evarserrrsrrrersrrerrersesserarirarmssemsrmnmsessersesnsssssssssrasstssasasesesassaserersensoneesessensons 1,236 807




Magnolia Bank

CONSOLIDATED REPORT OF INCOME

For December 31, 2009
Current Prior
Dollar Amounts in Thousands Year Year
MEMORANDA
Interest expense incurred to carry tax-exempt securities. foans, and leases acquired
after August 7. 1986 that is not deductible for federal income tax PUIPOSES.....crevresieeiesirnrsiesenss 0 0
Completed by banks with 81 billion or more in total assets
Income from the sale and servicing of mutual funds and annuities........weniceeieeeseeenseeenes ¢ 0
Income on tax-exempt loans and leases to states and political subdivisions in the U.S.......cc....... 1 1
Income on tax-exempt securities issued by states and political subdivisions in the U.S................. 411 355
Number of fuli-time equivalent emplovees at end of Current period......oeve e eeceeeeeeeeee e s nrenens 43 41
Interest and fee Income on joans to finance agricultural production and other loans to farmers
Completed by banks with 8300 million or more in total assets, and by banks with
less than $300 million in total assets, that have loans to finance
agricultural production and other loans to farmers exceeding five percent of total leans......... 0 G
Trading revenue (from cash instruments and derivative instruments);
Completed by banks that reported trading assets of 82 million or more
Jor any quarter of the preceding calendar year.
TIETESE FBIC EXPOSUTCS uurtiieseieriesinsestsaassstbsestese et sernessoe s seasatsstsn faeeassrsasessrasbesssssssvessssrenssrnsesrranans 0 0
FOrCIEN CXChANZE EXPOSUIES . etrttemeeceeeermeeteeesresescraasentrsnssrasresiresarrarestarmassessssrenessesesssasssssssnsssnns 0 0
Equity security and INAeX @XPOSUIES .o oo ceeeereeeeesriessssssrsarersssssernsserasssssmsssssssssssssssansstessssarns 0 0
Commodity And OtheT EXPOSUIES. coer e eeeeeeeeeeer et ereerearesrrsrmrsrressisrestsrsssserasssssansssssesssressessestessssssns 0 0
Credit exposures... 0 0
Net gains (losses) recogn17ed in earnings on crecﬁt derwauves that cconom:cally
hedge credit exposures held outside the trading account
Net gains (fosses) on credit derivatives held for trading......oceeceeeennne... - 0 0
Net gains (fosses) on credit derivatives held for purposes other than tradmg 0 0
Credit losses on derivatives
Completed by banks with 8300 million or more in total assets... 0 0
Noncash income from negative amortization on closed-end loans seCured by !—4
family residential PrOPEITIES oo eeres s errerreressterarsevassreressrabraneareeresreseesaeraesa 0 0
Net gains (losses) recognized in earnings on assets and liabilities that are reported
at fair value under a fair value option
Completed by banks that have elected to account for assets and liabilities under
a fair value option.
Net ZaINS (L0SSES) O ASSELS vvvvvrrirrerererarssrresmamrernersaniassersstissss esser et rasbsessabesessnssonbemems sesssseremessnsnes 0 0
Estimated net gains (losses) on loans attributable 1o changes in instrument-specific credit risk 0 0
Net gains (105565) O BADIHIIES corvicrcreeirs e bisssbsss e ses e e e eme s ses o s eme s rassenmeson 0 0
Estirnated net gains (losses) on liabilities attributable to changes in instrument-specific credit 1 0 0
CHANGES IN EQUITY CAPITAL
Total equity capital originally reported at the end of the previous calendar vear........cocceveevenne... 9.326 9.031
Restatemnents due to corrections of material accounting errors
and changes in acCOUNtING PrINCIPAIS. e rierierorirresiererrsseseessrmsnesrsm s ssssessessssenssssssssanessaneases 0 0
Balance end of previocus calendar year a8 restated. i ncocrrnsieenrevesssrasrssssssssianesseasssans 9.326 9,031
Net Income (loss) for the calendar Year-1o-gate. ... s s sseasvesossessnns: 1.236 807
Sale, conversion, acquisition, or retirement of capital S10CK. BEL.uvciiveiieerviereeicorsssveeseesssrsnsese. 0 0
Treasury StOCK (ranSACHIONS, NET.c i s i iieererrsiesterestbaraesrorssssbsess sosnsssesmessnssnssressssentensesssssssensosns 0 0
Changes incident 10 business coOmbinations. ML it iieeeeceeee e e neesrecreseesoeesesen e seneeeenes 0 0
LESS:Cash dividends declared on preferred stock..... 0 0
LESS:Cash dividends declared on common stock...... 284 311
Other comprehensive INCOME.. ..o cererrrrresarrrecesrersasserensssrensosareraerens 571 <201
Other transactions with parent holding company (not included above)..... 0 0
Total equity capital end of CUITENT PETOG . i scrara e nns e sssesrasssressasresearsanass 10,849 9.326
CHANGES IN ALLOWANCE FOR FOR LOAN AND LEASE LOSSES
Balance originally reported at the end of the previous calendar year......vvivceicocencrceireseninna 827 775
ROV EIIES ¢t sineissist sttt ettt st s e bbb sas e s a6 R84 88 R4S bbb bt e met s n et neeer e n e eneanees 45 42
LESS: Charge~0ffs and Wiile-QOWniS . ..viviiriirierriesriesssreesesteesnerensessessessessessressssssssnsssssessesnssansesnen 171 46
Provision for 10an and [825¢ 10S5ES. . e s s reasmc s mt soese st e e st saemeasanes sremeanaes 126 56
A S TTIENES e seeverreenrereemrerremracesnesreseesresrebasms st s e ea s sae e e e ess et ssanatsataassmtastsseassssessotarnentosnastonsarearans 0 0
Balance at end of CUITENE PEIIOG. cuuuirrrccrireeerrarasis et sssrseraaresenesaessssersss rabessesressvasssss senssessns pebessennn 827 827




Magnotia Bank

CONSOLIDATED REPORT OF INCOME
For December 31, 2009

Current Year

Prior Year

Past due 90
days or more

Past due 90
days or more

Dollar Amounts in Thousands  stilf accruing Nonaccrual still accruing Nonaccrual
PAST DUE AND NONACCRUAL LOANS, LEASES, AND OTHER ASSETS
Loans secured by real estate:
Construction, land development and other land loans..........ccove..e. 0 0 0 4]
Secured by farmland..........cccoovr e e 139 0 0 0
Secured by 1-4 family residential properties......cocovveeiiieeeerennene. 179 123 0 50
Secured by 5 or more unit multifamily residential loans................ 0 0 0 0
Secured by nonfarm nonresidential properties.......oocooooeerveceeriens 0 249 0 0
Loans to depository institutions and acceptances of other banks...... 0 0 0 0
Commercial and industrial 10ans.. ... 0 19 0] 0
Loans to individuals for household, family, and other personal expenditures:
Credit Cards.. ..o s e s s s 0 0 0 0
Other (includes single payment, installment, all student loans,
and revolving credit plans other than credit cards)........c.cco..... 3 10 0 57
Loans to foreign governments and official institutions..................... 0 0 0 0
Al Other 10anS. ...oiiee e e sen e sene e e 4 0 1 0
Lease financing receivables........coo e 0 0 0 0
Debt securities and other assets
(excludes other real estate owned and other repossessed assets).... it 0 0 0




