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Forward Looking Statements 
 
A cautionary note about forward-looking statements.  Magna Bank (“Magna”) from time to time makes forward-looking statements, 
within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements include statements about 
estimated cost savings, plans and objectives for future operations, and expectations about performance and economic and market 
conditions and trends. They often can be identified by the use of words like “expect,” “may,” “could,” “intend,” “project”, “estimate,” 
“believe” or “anticipate.” Magna includes forward-looking statements in filings with the Office of Thrift Supervision (OTS), such as this 
Quarterly Report, in other written materials, and in oral statements made by senior management to analysts, investors, representatives of 
the media, and others. These forward-looking statements speak only to circumstances as of the date they are made, and Magna undertakes 
no obligation to update any forward-looking statement to reflect events or circumstances after the date on which the forward looking 
statement is made or to reflect the occurrence of unanticipated events. 

By their nature, forward-looking statements are based on assumptions and are subject to risks, uncertainties, and other factors. Actual 
results may differ materially from those contained in the forward-looking statement. The discussion in the “Management’s Discussion 
and Analysis of Financial Condition and Results of Operations,” lists some of the factors which could cause Magna’s actual results to 
vary materially from those in the forward-looking statements. Other uncertainties which could affect Magna’s future performance include 
the effects of competition, technological changes and regulatory developments; changes in fiscal monetary and tax policies; changes in 
business conditions and inflation; changes in general economic conditions, either nationally or regionally, resulting in, among other 
things, credit quality deterioration; and changes in the securities markets.  

Investors should consider these risks, uncertainties, and other factors in addition to those mentioned by Magna in its other filings from 
time to time when considering any forward-looking statement. 
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5,364,555       
10,780,043     
39,438,819$   

To

To

the conservato
n such stock we
charge totaling 
agna’s remainin
d a reinstatemen
uoted market pr

es on the Comp
those investme
investments. Be
pany will be re
y, the Company

ed by credit con
ally eliminated 
s a senior tranch
REIT’s and RE
the fourth qua

-2 and 124-2, 
ng $1.0 million

. Magna uses 
curities each q
pany will be re

ortgage obligati
008. These sec
d credit underw
cant declines in
es have revised

ized 

Unrealized 
losses

34,192$        
619               

1,706,078     
4,438,693     

177,243        
13,252          

6,370,077$   

Unrealized 
losses

47,476$        
365               

78,946          
2,532,069     

338,989        
185,943        

3,183,788$   

otal

otal

orship 
ere 
$2.3 

ng 
nt of 
rices 

pany’s 
ents do 
ecause 

equired 
y does 

ncerns 
active 

he of a 
EOC’s. 
arter of 
which 

n, from 
rating 

quarter. 
equired 

ions is 
curities 
writing 
n value 
d their 



Notes to U
Three and
 

rating 
perform
signifi
possib
securit
the sec
reclass
to a ne

Althou
of the 
table (

In

Non-

 
6. Lo
 

Comm
 Mortg
 Const
 Other

Consu
 First M
 Junior
 Const
 Other

Total l
Allow
 Net lo

7. Se
fo
ho
es
tra
th

Unaudited Co
d Six Months E

methodologies
mance metrics
icant number o
ble downgrade.
ties each quart
cond quarter o
sification of th
ew category of

ugh all securitie
total portfolio

(S&P equivalen

Rating
AAA
AA+
AA
A

BBB+
BBB

vestment grade
BB
B+
B
B-

CCC+
CCC

C

-investment gra

Total

oans.  Major ca

mercial Loans:
gage
truction
r

umer Loans:
Mortgage
r Mortgage, Prim
truction
r

loans
ance for loan los
oans

egment Inform
ocuses on origi
ome equity loa
state commerc
ansactional dep

he Federal Res

onsolidated F
Ended June 30

s for this clas
s (i.e. default 
f tranches with
 Magna uses a
er end, which 
f 2009, Magna

he non-credit re
f equity reporte

es Magna own
 (and 33% of 

nt where not rat
Available

Sale
37,995$    

244           
1,617        

392           
765           
966           

e 41,981      
1,163        

                
1,804        

                
                
                

26             

ade 2,993        

44,975$    

ategories of loa

marily HELOC

sses

mation.  The B
nating loans fo

ans, residential 
ial loans.  Th
posits and throu
serve Bank of 

Financial Sta
0, 2009 

s of asset to i
rate, foreclosu

hin these securi
a third-party a
resulted in an 

a adopted the p
elated portion 
ed as other com

ns were investm
the RMBS por
ted by S&P): 
e for Held

Matu
5,399 5,82$       
4,567              
7,182              
2,226              
5,174              
6,944              

1,492 5,82         
3,780 1,90         

-   1,29         
4,023 49            

-   1,12         
-   7             
-   4             

6,108              

3,911 4,92         

5,403 10,75$     

ans at June 30, 

130,490,72$     
46,153,10         
28,167,55         

204,811,38       

88,859,28         
68,830,02         
14,743,36         

3,206,41           
175,639,09       
380,450,47       

(5,744,61         
374,705,86$     

June 

Bank operates 
or its portfolio. 
and commerci

he banking div
ugh wholesale b
St. Louis, the 

atements 

11 

introduce more
ure frequency 
ities being eithe
analytics firm t
OTTI charge o

provisions of F
of the OTTI c

mprehensive inc

ment grade (BB
rtfolio), is no l

d to 
urity T
27,943 4$        

-                
-                
-                
-                
-                

27,943 4          
03,051           
91,691           
90,386           
27,343           
72,047           
42,739           

-                

27,257           

55,200 5$        

2009 and Dece

23 34.8
07 12.3
50 7.5
80 54.6

88 23.6
27 18.4
62 3.9
14 1.0
91 46.9
71 101.5
11) -1.5
60 100.0

30, 2009

 
 

two divisions:
These include

ial construction
vision funds its
brokered depos
Federal Home

e severe loss s
and loss sev

er downgraded 
to evaluate the
of $711,000 in 
FSP FAS 115-2
charge, totaling
come. 

BB or better) w
longer investm

Total %
43,823,342 7

244,567    
1,617,182 

392,226    
765,174    
966,944    

47,809,435 8
3,066,830 
1,291,691 
2,294,409 
1,127,343 

72,047      
42,739      
26,108      

7,921,168 1

55,730,603 10

ember 31, 2008

8% 132,34$     
3% 47,84         
5% 33,45         
6% 213,64       

6% 92,9         
4% 71,40         
9% 14,87         
0% 3,46           
9% 182,65       
5% 396,30       
5% (5,28         
0% 391,02$     

Decem

:  banking and
e first and secon
n loans, comme
s operations b
sits. Additional
e Loan Bank a

scenario outco
verity) are stre
d outright or pla
e possibility of

the fourth qua
2 and 124-2, w
g $414,000, fro

when purchased
ment grade, as s

% RMBS O
78.6% 10,499$   

0.4%              
2.9%              
0.7% 392          
1.4% 765          
1.7% 966          

85.8% 12,623     
5.5% 2,483       
2.3% 1,291       
4.1% 2,294       
2.0%              
0.1%              
0.1%              
0.0%              

14.2% 6,069       

00.0% 18,692$   

8 are summariz

45,296 33.8
44,858 12.2
56,092 8.6
46,246 54.6

15,873 23.8
00,918 18.3
74,791 3.8
66,191 0.9
57,773 46.8
04,019 101.4
83,639) -1.4
20,380 100.0

mber 31, 2008

d mortgage.  T
nd residential m
ercial real estat
y gathering cu
l funding come
and fed funds 

omes when col
essed, resulting
aced on watch l
f credit loss in
arter of 2008. D
which resulted 
om retained ea

, approximately
seen in the foll

Only %
9,270 56.2%

-   0.0%
-   0.0%

2,226 2.1%
5,174 4.1%
6,944 5.2%

3,614 67.5%
3,123 13.3%
1,691 6.9%
4,409 12.3%

-   0.0%
-   0.0%
-   0.0%
-   0.0%

9,223 32.5%

2,837 100.0%

ed as follows:

% (1,854$     
% (1,691       
% (5,288       
% (8,834       

% (4,056       
% (2,570       
% (131          
% (259          
% (7,018       
% (15,853     
% (460          
% (16,314$   

Increase

The banking di
mortgages, rev
te loans and no
ustomer saving
es from borrowi

lines. The mo

llateral 
g in a 
list for 

n these 
During 
in the 

arnings 

y 14% 
lowing 

%
%
%
%
%
%

%
%
%
%
%
%
%
%

%

%  

4,573) -1.4%
,751) -3.5%

8,542) -15.8%
4,866) -4.1%

6,585) -4.4%
0,891) -3.6%

,429) -0.9%
9,777) -1.6%
8,683) -3.8%

,549) -4.0%
0,972) 8.7%
4,521) -4.2%

e (Decrease)

ivision 
volving 
on-real 
gs and 
ings at 

ortgage 



Notes to U
Three and
 

di
ba
ar
op
hu
pe
di
bu
an
be
op

Net interest in
Provision for 

Net interest in
 provision for 
Non-interest i
Non-interest e

Income (loss) 
Income tax ex
Net income (l

Average asset

Operating Eff

Net interest in
Provision for 

Net interest in
 provision for 
Non-interest i
Non-interest e
Income (loss) 

Income tax ex
Net income (l

Average asset

Operating Eff

8. M
a 
m
to
as
ba
fa
fu
to

E
ch
pu
up

Unaudited Co
d Six Months E

ivision originat
anking division
re conducted a
perations.   Ex
uman resources
er-unit-of-produ
irectors, are bo
usiness expens
nd liabilities it 
een eliminated 
perations and a

ncome
loan losses

ncome after
loan losses

income
expense

before taxes
xpense (benefit)
oss)

ts

ficiency

ncome
loan losses

ncome after
loan losses

income
expense
before taxes

xpense (benefit)
oss)

ts

feciency

Mortgage Servic
portion of the 

mortgage servici
otal acquisition 
s well as the ga
asis in the finan
air value of each
uture net servic
o service and es

ach quarter the
hanges in the p
urposes of mea
pon term and 

onsolidated F
Ended June 30

tes and deliver
n) and services 
at fair value an
xpenses for cen
s, accounting a
uction.  Corpo
orne by the ba
es.  Additional
employs in the
from the Ban

average assets f

Banking
3,025,97$            
(382,07                

2,643,90              
260,29                 

2,927,07              
(22,87                  

(9,56                    
(13,30$                

462,452,17$        

89.07

Banking

5,873,14$            
(797,06                

5,076,08              
519,43                 

5,705,25              
(109,73                

(42,98                  
(66,74$                

463,399,51$        

89.25

cing Rights.  T
mortgage loan

ing rights from
cost, including
ain on the sale
ncial asset to th
h component.  

cing income of 
scrow balances

e Company eva
projected rate o
asuring possible
interest rate.  

Financial Sta
0, 2009 

s residential fir
residential mo

nd are eliminat
ntrally provide

and information
orate governanc
anking segment
lly, the mortga
e conduct of its
nking segment 
for each reporta

2009
Mortgage

75 367,$               
70) (16,                  

05 350,                 
91 3,654,              
71 2,690,              
75) 1,314,              
67) 511,                 
08) 803,$               

73 52,819,$          

7% 66.

2009
Mortgage

45 671,$               
60) (17,                  

85 653,                 
32 6,883,              
51 5,427,              
34) 2,109,              
85) 840,                 
49) 1,268,$            

19 54,591,$          

5% 71.

The Company’s
ns it sells to th

m third parties. T
g transfer and re
 of the related 
he loan receiva
MSRs are amo

f the mortgage 
. 

aluates its inve
f prepayment, 
e impairment, t

These tranche

atements 

12 

rst mortgages t
ortgage loans fo
ted for reporti
ed services suc
n technology ar
ce costs, includ
t.  Each segme

age division inc
s operations. Th
in the followin

able segment. 

e Total
,029 3,393$           
,900) (398               

,129 2,994             
,887 3,915             
,509 5,617             
,507 1,291             
,237 501                
,270 789$              

,578 515,271$       

.90% 76

Three M

 
Six Months e

e Total

,160 6,544$           
,600) (814               

,560 5,729             
,693 7,403             
,743 11,132           
,510 1,999             
,631 797                
,879 1,202$           

,471 517,990$       

.84% 79
 

s Mortgage Div
hird party inves
The book value
elated set-up ch
mortgage loan

able and the ser
ortized over the
loans serviced,

estment in MSR
cost to service,
the underlying 
es are then ev

to investors (in
or others. Trans
ng consolidate
ch as corporate
re allocated to 
ding the chairm
ent bears its o
curs interest tra
he net amount o
ng tables, whic

Ban
3,004 $            
8,970)              
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Item 2. 
Management’s Discussion and Analysis of Financial Condition and Results of Operations 

This discussion analyzes major factors and trends regarding the consolidated financial condition of Magna Bank (the “Company,” 
“Magna,” “Bank,” “We” or “Us”) as of June 30, 2009 and December 31, 2008 and the consolidated results of operations for the three and 
six month periods ended June 30, 2009 and 2008. The discussion should be read in conjunction with the unaudited consolidated financial 
statements and the notes thereto as of and for the quarters then ended. 

EXECUTIVE OVERVIEW 
Net income available to common shareholders for the second quarter of 2009 was $597,826 compared to $291,364 in the same quarter of 
2008. Year to date amounts were $809,497 and $302,667, respectively. Net interest income and non-interest income were up over the 
comparable year ago quarter and year to date amounts while loan loss provision and operating expenses were both reduced from their 
year ago amounts.  

Total assets at June 30, 2009 were $505.7 million, down $15.4 million (3.0%) from the end of 2008. Loans and securities led the decline, 
as we allowed securities to pay off without replacement and the demand for credit slowed dramatically, which is typical of a recessionary 
economy. Deposits declined slightly by $2.8 million (.7%), but we saw a 7.5% increase in customer deposits and a 40.8% decrease in 
brokered deposits. While brokered time deposits are generally less costly than retail deposits, we have achieved our goal of reducing 
brokered deposits to 10% or less of total deposits.  

Magna’s management focus during the second quarter was on asset quality, spread improvement and expense control. The provision for 
loan losses for the quarter was $398,970 compared to $415,690 for the preceding quarter, and the loan loss allowance totaled 1.51% of 
outstanding loans at quarter end. Charge-off of uncollectible loans totaled $339,047 during the quarter and $353,688 for the year to date 
period. Although these amounts represent historical highs for Magna Bank, they translate to an annualized charge off rate of .18% of 
average loans outstanding, which we believe is respectable in today’s difficult banking environment. We are also closely monitoring the 
credit quality in our securities portfolio for evidence of possible credit losses. There were no additional other than temporary impairment 
charges at June 30, 2009, however, additional impairment is possible, as the collateral that supports these securities could further 
deteriorate, triggering principal loss and requiring additional impairment provisions in the future.  

We continued implementing interest rate floors in all new or renewed loans during the quarter and re-priced a significant volume of time 
deposits. Between March 31, 2009 and June 30, 2009, the cost of interest bearing liabilities fell from 2.90% to 2.24%. Net interest income 
increased from $3.2 million in the first quarter to $3.4 million for the second quarter. We expect to see net interest income climb during 
the remainder of the year. Net interest margin for the second quarter was 2.83%, an increase of .21% from the 2.62% achieved in the 
preceding quarter. 

Operating expenses, excluding amortization of mortgage servicing rights, increased by $335,916 (6.5%) quarter over quarter, largely due 
to a $230,000 FDIC deposit insurance assessment, which was in addition to the recurring quarterly deposit insurance expense of $145,000 
in the second quarter of 2009. FDIC deposit insurance expense totaled $58,000 in the second quarter of 2008. We continue to exert tight 
expense controls on every area of the Bank and are ahead of plan in this area. 

The Company sold our Brentwood branch to Reliant Bank on July 31, 2009. The sale involved approximately $35 million in loans and 
$42 million in deposits. Following the completion of this transaction, our capital ratios will improve due to balance sheet reductions and 
the $1.8 million pre-tax gain from the sale. We have adequate liquidity to fund the deposits Reliant Bank will assume without impeding 
our ability to fund new loans in the Memphis market. 
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Average loans outstanding during the second quarter of 2009 totaled $387.2 million, a 2.7% decrease from the preceding quarter. The 
following chart shows sequential changes in the amount of loans outstanding since the end of the second quarter of 2008: 
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Non-performing loans totaled $8.2 million at June 30, 2009, an increase of $551,630 (7.2%) from the preceding quarter end and $343,400 
(4.4%) from the end of 2008. The ratio of non-performing loans to total loans consequently increased to 2.16% and non-performing assets 
(which includes non-performing loans and foreclosed real estate) increased to 2.14% of total assets. These ratios are reduced to 1.00% 
and 1.25%, respectively, when deducting the component of non-performers represented by loans backed by the full faith and credit of the 
United States, which management does for purposes of peer comparison. Although asset quality is a constant focus at Magna, 
management is especially diligent in monitoring the quality and performance of the loan portfolio during these recessionary times. 

The allowance for loan losses was 1.58% of total loans (excluding full-faith and credit FHA/VA loans) outstanding at June 30, 2009 
compared to 1.40% at December 31, 2008.  

Magna achieved its highest level of quarterly net interest income in the quarter ended June 30, 3009 at $3.4 million, from both a lower 
average balance of and average rate on interest bearing liabilities. Net interest spread and net interest margin improved from 2.25% and 
2.62%, respectively, in the first quarter of 2009 to 2.47% and 2.83%, respectively, for the quarter ended June 30, 2009. We expect further 
improvement in these two metrics over the remainder of 2009 if the general level of market interest rates remains unchanged. The 
following chart shows the changes in quarterly net interest income over the past two years: 
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Excluding the impact of impairment charges and recoveries, operating expenses totaled $6.3 million for the second quarter of 2009 
compared to $5.9 million for the preceding quarter and $5.8 million for the second quarter of 2008. Both the quarter over quarter and year 
over year increases were primarily driven by the imposition of the special FDIC deposit insurance assessment of $230,000 and by higher 
levels of incentives earned in the mortgage division connected to profitability.  

In the fourth quarter of 2008, the Company recorded an MSR impairment charge of $1.2 million, but had recovered all except $150,000 
by June 30, 2009. We may incur additional impairment charges or recoveries during 2009, if mortgage interest rates rise or fall from 
current levels, which may result in valuation charges related to our MSR investment. 

On a fully-diluted basis, income per common share for the quarter totaled $.11 compared to income per share of $0.05 for 2008. To our 
knowledge there were no shares of Magna stock traded during the quarter ended June 30, 2009. 

Economic trends.  The economy remained in a persistent state of recession during the second quarter of 2009 as (i) the unemployment 
rate reached 9.5% and job losses approached 3 million, (ii) business’ continued to cut inventory overhang, (iii) manufacturing utilization 
remained at its lowest level since the great depression and (iv) consumer spending remained sluggish with high levels of personal savings. 
Core inflation continued its slow rate of growth and the FOMC remained accommodative in leaving the targeted federal funds rate at 0% 
to .25% at both of its meetings during the quarter. In testimony before the U.S. Congress after the quarter’s end, FOMC chairman 
Bernanke indicated that the FOMC likely will remain accommodative through the remainder of 2009.  

The liquidity measures enacted by the Federal Reserve have kept mortgage rates low and spreads in U.S. agency securities historically 
tight to the treasury curve. Certain economic indicators, most noticeably the rate of new housing starts and inventory of unsold homes, 
appear to be improving although are still well below their pre-recession levels. The stock market (as measured by the Dow index) climbed 
past 8,500 for the first time in many months and shows a positive return year to date. Most economists agree that the remainder of 2009 
will be weak with true reversal of the recession probably not showing up until 2010. 

The following chart depicts the shape of the yield curve over the last five quarters: 

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

Fed Funds 3 month 6 month 1 year 2 year 3 year 5 year 7 year 10 year 20 year

Treasury Yields at Period End

Jun-08 Sep-08 Dec-08 Mar-09 Jun-09
 

RealtyTrac, an organization that tracks real estate trends nationally, reported that Tennessee, which ranked 16th among all states in the rate 
of foreclosures for June, 2009, experienced 4,679 foreclosure filings, while Shelby County had 1,753 foreclosure filings for the month of 
June 2009 (1 in every 227 housing units). Shelby County experienced 5,101 and 4,575 foreclosure filings for the quarter ended March 31, 
and June 30, 2009, respectively, a decrease of 10.3%. At June 30, 2009, the county had a total of 8,324 foreclosed homes for sale. 
Nationally, RealtyTrac reported 337,206 new foreclosure filings in June, 2009, an increase of 4.9% from the previous month. 

In Memphis, the number of home sales as reported by the local realtor association fell by 13.2% and 16.6% for the month of June and for 
the year to date periods, respectively, for 2009 compared to 2008.  

Actual and expected consequences.  At the end of the first quarter we communicated our expectation of improved net interest income 
absent a change in market interest rates and/or a significant change in competitive pricing pressures. As neither of those two events 
occurred, both spread and margin improved, although much of the improvement occurred late in the second quarter. Consequently we 
expect further improvement in net interest income over the remainder of the year, particularly in the third quarter, although there can be 
no assurance of that expectation due to the unknown nature of the FOMC’s actions and uncertainty of the liquidity needs of the banking 
industry.  
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Average loans outstanding for the second quarter of 2009 was targeted at $397.1 million versus $387.2 million actually achieved. Overall, 
we expect the loan portfolio to shrink further during the remainder of 2009, primarily as the result of the sale of our Brentwood, 
Tennessee branch which was announced on April 19, 2009, and includes approximately $35 million in loans to be sold.  

The Bank’s new branches (those opened less than two years) continue to exhibit strong deposit growth, as seen in the following table: 

Location Open Date DDA & NOW
MMDA & 

Savings Time Total
Wolf River Parkway November-07 5,626,088$    18,406,224$  24,177,678$  48,209,990$  
Poplar/Oak Court August-08 3,925,221      12,500,774    11,831,336    28,257,331    
Poplar/Forest Hill November-08 767,406         5,298,391      5,836,887      11,902,684    

10,318,715$  36,205,389$  41,845,901$  88,370,005$  
11.68% 40.97% 47.35% 100.00%  

Residential mortgage banking, which is the largest investment in terms of management, human resources and support within our 
Company, has been very strong in 2009, with year over year quarterly volume up 36.5%. Year to date, volume is up 43.9%, with the 
higher year to date amount reflective of the refinance wave we experienced in the first quarter of 2009. We anticipate that 2009’s overall 
total will slow from the pace of the last six months, but will exceed 2008’s by a substantial margin because we have added loan officers 
from competitors who are curtailing their mortgage lending and due to the favorable refinance market. Mortgage loan origination volume 
by operating region and non-interest income are presented in subsequent tables.  

Financial condition analysis.  Total assets were $505.7 million at June 30, 2009 compared to $521.0 million at December 31, 2008. The 
carrying value of liquid assets, which include cash, cash equivalents and securities available for sale, declined by $709,391 from year end 
2008, while securities held to maturity paid down by an additional $784,066. During the quarter, the fair value of securities in the 
available for sale portfolio improved by $1.4 million, which offset the $1.5 million decline in value exhibited during the first quarter of 
the year. Substantially all of the recovery was in the category of non-agency residential mortgage backed securities, as this asset class has 
shown significant volatility in price across all levels of subordination on fears of continued escalation in delinquencies and foreclosures. 
At June 30, 2009, Magna performed a detailed analysis of all securities we own, evaluating each security on the basis of current collateral 
performance (base case) and a forecasted worsening scenario (stressed case). Both of these performance forecasts project a worsening 
economic environment for the next two years, followed by a stabilizing environment for an additional two years, followed by a gradually 
improving economic environment thereafter. None of our securities met the criteria for OTTI recognition as of June 30, 2009. We will 
diligently review these securities each quarter for evidence of a meaningful principal loss occurring within a foreseeable time frame and 
will recognize other than temporary impairment if such condition exists. Magna does not intend to sell the investments and it is not likely 
that we will be required to sell the investments before recovery of their amortized cost bases, which may be maturity. 

Loan balances fell by $15.2 million during the second quarter of 2009. Approximately $10 million of this decline was attributable to a 
handful of large commercial loans which we declined to renew or for which we saw voluntary pay off. The remainder was predominately 
in our residential first mortgage portfolio, where payoffs exceeded new loans due to the lack of demand for adjustable rate mortgages 
which we portfolio. 

Total non-performing loans increased by $343,400 (4.4%) during the first six months of 2009, while non-accrual loans increased by 
$678,794 (24.5%) during this same time frame. These amounts include non-performing FHA/VA insured (full faith and credit) loans 
which are delinquent when we purchase them from GNMA pools we service. Excluding the decline in non-performing FHA/VA loans, 
non-performing loans increased by $897,690 to $3.7 million at June 30, 2009 compared to $2.8 million at the end of the preceding year. 
The Company is proactively monitoring our loan portfolio for impairment. 

Net charge-offs totaled $339,047 and $353,688 for the three and six month periods ended June 30, 2009 compared to $91,264 and 
$149,053 in 2008, respectively. Based on the level of our classified assets and loan delinquency statistics, we expect that charge-off 
activity may increase throughout the remainder of 2009. Charge-offs totaled $375,693 for all of 2008. 
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The following table summarizes non-performing and past due loans as of June 30, 2009 and December 31, 2008: 
June 30, 2009 December 31, 2008

Non-accrual loans:
Recorded investment with related allowance for credit losses:
Residential construction 389,200$                    330,000$                     
Commercial real estate 35,000                        -                               
 Junior Mortgage, Primarily HELOC 23,100                        -                               
Consumer other 135,400                      50,000                         
Recorded investment without related allowance for credit losses:
Residential construction 907,513                      1,566,985                    
Commercial real estate 339,290                      -                               
Commercial other 146,593                      -                               
Single family residential, first mortgage, with private mortgage insurance 866,924                      225,010                       
Single family residential, first mortgage, without private mortgage insurance 606,379                          598,610                            

    Total non-accrual loans 3,449,399                   2,770,605                    
Past due 90 or more days and still accruing interest:
Single family residential, first mortgage, FHA/VA insured 4,549,236                   5,103,526                    
Single family residential, first mortgage, without private mortgage insurance 219,336                      440                              
    Total loans past due and still accruing interest 4,768,572                   5,103,966                    
Total non-performing loans 8,217,971$                 7,874,571$                  
Non-performing loans as a % of total loans 2.16% 1.99%
Non-performing loans exclusive of FHA/VA insured loans 3,668,735$                 2,771,045$                  
Non-performing loans as a % of total loans, excluding FHA/VA insured loans 1.00% 0.73%  

 
The Bank has established an allowance for loan losses based on past loan performance, the level of past due and non-accrual loans, the 
size and mix of the portfolio, loan growth trends, adverse classification at recent regulatory examinations, general economic conditions in 
the market area, and a review of individual loans to identify potential credit problems.  In evaluating the adequacy of the allowance, 
management makes certain estimates and assumptions which are susceptible to change in the near term.  While management uses 
available information to recognize losses on loans, future additions to the allowance may be necessary based upon changes in economic 
conditions. The following table summarizes the components of the allowance for loan losses at June 30, 2009 and December 31, 2008. 
 

June 30, 2008
% of oustanding 

balance (1)
December 31, 

2008 % of oustanding balance (1)

One-to-four family residential 470,063$            0.64% 439,764$            0.59%
Construction and land development 709,773              1.17% 1,014,891           1.62%
Other, primarily revolving home equ 1,302,620           1.89% 1,213,055           1.70%
Commercial real estate 2,695,717           2.07% 2,095,820           1.58%
Commercial & Industrial 362,861              1.29% 410,044              1.23%
Consumer 203,577              6.35% 110,065              3.18%
Total 5,744,611$         1.58% 5,283,639$         1.40%

1: Denominator excludes FHA/VA loans in the one-to-four family residential category totaling $15.8 million and $17.8 million 
at June 30, 2009 and December 31, 2008, respectively,  losses from which are charged to the FHA/VA reserve.  

Credit risk management and analysis of the adequacy of the allowance for loan losses (“ALL”) in our loan portfolio is the responsibility 
of the Loan Policy and Oversight Committee (“LPOC”). The tools utilized by the LPOC to assist with the management of risk and ALL 
adequacy include, but are not limited to, the following: 
 

• Review of high dollar value loans, 
• Review of loan concentration reports, 
• Review of reports detailing high loan-to-value (LTV) loans, classified loans, past due loans, and “watch” rated loans. 
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In view of the general depreciation of real estate values over the past year, one of the LPOC’s risk management initiatives is to reduce 
Magna’s investment in real estate secured loans with high loan-to-value (“LTV”) ratios, generally greater than 90%, to no more than 
100% of capital. High LTV loans increase the credit risk of our loan portfolio and accordingly Magna continues to closely monitor this 
risk. 

The OTS limits loans to one borrower to 15% of capital plus general allowances for loan losses, subject to exceptions for loans to small 
businesses, small farms, or 1-4 dwelling first liens less than 80% LTV under the Pilot Program, and exceptions for domestic housing 
development loans (“Programs”).   These Programs increase the limit of loans to one borrower to 25% and 30% of capital.  As of June 
30, 2009 and December 31, 2008, the amount loaned under both Programs totaled approximately $39 million and $48 million, 
respectively. 

Total liabilities decreased by $16.7 million during the six months ended June 30, 2009. Total deposits were off $2.8 million for that 
period, but the mix of customer deposits and brokered deposits shifted significantly as customer deposits increased by $23.4 million and 
brokered deposits fell by $26.2 million, as seen in the following chart: 
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Loan payoffs funded reductions in borrowings, which fell by $11.6 million during the quarter. At June 30, 2009, customer deposits 
accounted for $314.3 million of the funding for the balance sheet, followed by term advances at the Federal Home Loan Bank of 
Cincinnati, brokered time deposits and loan servicing escrows. 

The following table sets forth the maturities of interest-bearing deposits at June 30, 2009 and December 31, 2008: 

Maturing within: Amount
Average 

Rate % of total Amount
Average 

Rate
% of 
total

One year 135,834,690$    3.01% 40.2% 213,673,858$   3.68% 61.3%
Two years 36,946,727        2.65% 10.9% 11,401,001       3.68% 3.3%
Three years 7,512,113          3.25% 2.2% 2,442,996         4.21% 0.7%
Four years 961,534             4.51% 0.3% 1,673,579         4.30% 0.5%
Five years 775,004             3.45% 0.2% 309,960            3.75% 0.1%
 Subtotal time deposits 182,030,068      2.96% 53.7% 229,501,394     3.69% 65.8%
Interest bearing deposits with no stated 
maturity 156,007,147      1.40% 46.3% 118,781,999     4.07% 34.2%
Total interest-bearing deposits 338,037,215$    2.24% 100.0% 348,283,393$   3.82% 100.0%

At June 30, 2009 At December 31, 2008
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The maturities of time deposits of $100,000 or greater are as follows: 

Balance
Average 

Rate % of total Balance
Average 

Rate
% of 
total

Due in three months or less 33,811,451$      3.55% 30.5% 36,333,797$     5.12% 25.7%
Due after three through six months 25,661,169        3.11% 23.1% 50,088,119       5.04% 35.4%
Due after six through twelve months 22,317,239        2.33% 20.1% 47,244,402       4.93% 33.4%
Due after twelve months 29,058,566        2.72% 26.2% 7,730,923         5.10% 5.5%

110,848,425$    2.98% 100.0% 141,397,241$   5.03% 100.0%
Percent of total deposits 29.9% 37.9%

At June 30, 2009 At December 31, 2008

 
At June 30, 2009, the Company’s loan-to-deposit ratio excluding loans held for sale was 102.7% compared to 106.1% at December 31, 
2008. 

Our residential loan servicing operation, which is part of the mortgage division, acts as a hedge for our residential mortgage loan 
production operation.  Residential mortgage servicing rights (“MSRs”) totaled $10.5 million at June 30, 2009 compared to $9.1 million at 
December 31, 2008. The increase is primarily attributable to capitalized servicing rights retained on loans sold to FNMA and THDA 
during the six months ended June 30, 2009. At June 30, 2009, the Company serviced 8,535 residential first mortgage loans totaling 
$942.5 million for third party investors compared to 8,404 loans totaling $924.9 million at December 31, 2008.  The value of MSRs is 
directly affected by changes in mortgage interest rates, as mortgage prepayment tends to slow when mortgage interest rates rise.  
Conversely, declining rates generally result in rising prepayments and therefore diminished servicing fee income and market values.  
Management reviews the valuation of the MSRs on a periodic basis.  As of June 30, 2009, there was $150,000 of unrecovered impairment 
in the value of the residential mortgage servicing portfolio.  

 The following table provides details of the residential mortgage loans underlying MSRs: 

June 30, 2009 December 31, 2008
Number of loans serviced for others 8,535                        8,404                         
Unpaid principal balance of loans serviced for others 942,494,506$           924,914,745$            
Average balance per loan 110,427$                  110,056$                   
Weighted average servicing fee 0.295% 0.308%
Weighted average mortgage note rate 6.14% 6.23%
Net book value of servicing rights 10,470,142$             9,138,749$                
Net book value as a multiple of annual servicing fee 3.76                          3.20                            

The servicing of FHA/VA loans results in an inherent risk to the servicer for such things as missing notification deadlines, performing 
certain tasks on a timely basis, etc.  Recently, certain municipalities have begun enforcing anti-blight ordinances which require Magna to 
make property preservation expenditures that are not eligible for reimbursement under HUD guidelines, further increasing the amount of 
loss associated with foreclosure action. The Bank quantifies such risks by reference to past occurrence, known problems and regulatory 
time frames and has established a reserve for possible servicing losses related to these loans. The FHA/VA reserve is included in other 
assets in the Consolidated Balance Sheet and the provision for claim losses is included in other non-interest expense in the Consolidated 
Income Statement. The following table summarizes the activity in this reserve for the three and six month periods ended June 30, 2009 
and 2008: 

2009 2008 2009 2008
Beginning balance 208,275$            127,906$            199,213$            136,514$            
  Provision for losses 39,000                120,000              79,000                145,000              
  Claim losses (27,363)               (81,341)               (58,301)               (114,949)             
Ending balance 219,912$            166,565$            219,912$            166,565$            

Six months ended June 30,Three months ended June 30,
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Total shareholders' equity as of June 30, 2009 and December 31, 2008 was $54.6 million and $53.3 million, respectively. The increase 
was attributable to the sale of stock from the exercise of stock options and earnings for the six months ended June 30, 2009. The 
Company has neither declared nor paid dividends to common shareholders since its inception and does not expect to do so in the near 
future. Furthermore, the Company is restricted under federal regulations as to the amount of dividends that may be paid to its 
shareholders. 

The Company's equity to assets ratio was 10.81% at June 30, 2009 compared to 10.24% at December 31, 2008.  At June 30, 2009, 
Magna’s regulatory core capital and total risked based capital ratios were 11.19% and 13.65%, respectively. These ratios exceed 
minimum regulatory levels at June 30, 2009 and December 31, 2008 and place Magna in the “well-capitalized” category as of both dates. 
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Results of operation – three and six months ended June 30, 2009 and 2008.  Interest income, including dividends earned on FHLB 
stock, for the three months ended June 30, 2009, was $6.4 million, a $649,276 decrease from 2008.  Overall, average asset yield 
decreased by 60 basis points to 5.27%, while the yield on the loan portfolio decreased by 63 basis points to 5.33%. Interest expense 
decreased by $854,002 to $3.0 million for the second quarter of 2009 compared to the year earlier period.  The average rate incurred on 
interest bearing liabilities decreased by 82 basis points.  Net interest income for the quarter ended June 30, 2009 was $3.4 million 
compared to $3.2 million for 2008, a $204,726 (6.3%) increase. Net interest margin increased by 14 basis points, partially attributable to 
average interest earning asset growth of $5.2 million year over year.  The following table summarizes the average yields earned on 
interest earning assets and the average rates paid on interest bearing liabilities for the three months ended June 30, 2009 and 2008: 

Average 
Balance

Interest 
Income/ 
Expense Average Rate

Average 
Balance

Interest 
Income/ 
Expense

Average 
Rate

ASSETS
Short-term investments 4,825,041$        3,384$             0.28% 2,278,923$      11,841$       2.08%
Securities available-for-sale 46,773,647        672,683           5.75% 38,777,903      528,561       5.45%
Securities held-to-maturity 11,070,289        144,310           5.21% 17,194,413      236,223       5.50%
Total securities 57,843,936        816,993           5.65% 55,972,316      764,784       5.47%
Loans held for sale 31,211,025        368,000           4.72% 20,547,571      294,105       5.73%
Commercial Loans:
 Mortgage 130,760,335      1,776,997        5.44% 90,938,224      1,445,827    6.36%
 Construction 47,891,987        554,392           4.63% 78,232,409      1,071,133    5.48%
 Other 30,618,574        357,866           4.68% 38,963,535      506,280       5.20%
Consumer Loans:
 First Mortgage 89,895,122        1,402,474        6.24% 100,281,506    1,265,894    5.05%
 Junior Mortgage, Primarily HELOC 68,774,265        874,242           5.08% 63,921,768      1,326,641    8.30%
 Construction 16,230,355        156,089           3.85% 21,651,763      256,325       4.74%
 Other 3,072,930          39,548             5.15% 3,269,952        50,361         6.16%
Total loans 387,243,568      5,161,608        5.33% 397,259,157    5,922,461    5.96%
Investment in Federal Home Loan Bank 3,981,400          43,351             4.36% 3,801,849        49,421         5.20%
Total interest earning assets 485,104,970      6,393,336        5.27% 479,859,816    7,042,612    5.87%
Non interest earning assets 30,166,781        26,694,902      
Total assets 515,271,751$    506,554,718$  
LIABILITIES
  Interest bearing transaction accounts 60,679,877$      251,056           1.65% 84,061,222$    528,939       2.52%
  Savings deposits 71,767,818        369,971           2.06% 3,856,744        25,267         2.62%
  Customer Time deposits 171,597,503      1,418,693        3.31% 164,459,335    1,779,584    4.33%
  Brokered deposits 41,389,933        229,142           2.21% 47,151,491      494,648       4.20%
Total deposits 345,435,131      2,268,862        2.63% 299,528,792    2,828,438    3.78%
Federal funds purchased and other short term 
borrowings 2,028,638          18,733             3.69% 47,367,287      317,907       2.68%
Term FHLB Advances 74,500,000        669,386           3.59% 73,677,778      664,638       3.61%
Total interest bearing liabilities 421,963,769      2,956,981        2.80% 420,573,857    3,810,983    3.62%
Non interest bearing liabilities 39,761,909        41,645,669      
Shareholders' equity 53,546,073        44,335,192      
Total liabilities and shareholders' equity 515,271,751$    506,554,718$  
Net interest income/net interest spread 3,436,355$     2.47% 3,231,629$ 2.25%
Net interest margin 2.83% 2.69%

Three Months Ended June 30,
2009 2008
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The following table shows the components of each change attributable to rate and volume variances for the three months ended June 30, 
2009 and 2008.  The changes in interest due to both rate and volume have been allocated to change due to rate and change due to volume 
in proportion to the absolute amounts of the changes in each. 

 

Rate Volume Total
Interest earning assets:
Short-term investments (15,236)$          6,779$             (8,457)$            
Securities available-for-sale 30,397             113,725           144,122           
Securities held-to-maturity (11,540)            (80,373)            (91,913)            
Total securities 18,857           33,352            52,209            
Loans held for sale (58,654)            132,549           73,895             
Commercial Loans:
 Mortgage (232,906)          564,076           331,170           
 Construction (147,233)          (369,508)          (516,741)          
 Other (47,399)            (101,015)          (148,414)          
Consumer Loans:
 First Mortgage 277,128           (140,548)          136,580           
 Junior Mortgage, Primarily HELOC (546,716)          94,317             (452,399)          
 Construction (42,939)            (57,297)            (100,236)          
 Other (7,912)              (2,901)              (10,813)            
Total loans (747,977)          (12,876)            (760,853)          
Investment in Federal Home Loan Bank (8,319)              2,249               (6,070)              
Total change in interest income (811,329)          162,053           (649,276)          
Interest bearing liabilities:
Interest bearing transaction accounts (153,342)          (124,541)          (277,883)          
Savings deposits (6,519)              351,223           344,704           
Customer Time deposits (435,300)          74,409             (360,891)          
Brokered deposits (210,931)          (54,575)            (265,506)          
Total deposits (806,092)          246,516           (559,576)          
Federal funds purchased and other short term 
borrowings 87,249             (386,423)          (299,174)          
Term FHLB Advances (2,647)              7,395               4,748               
Total change in interest expense (721,490)        (132,512)        (854,002)         
Increase in net interest income (89,839)$         294,565$         204,726$        

Increase (decrease) due to

 
 



 
 
 
 
 

28 

Interest income, including dividends earned on FHLB stock, for the six months ended June 30, 2009, was $12.9 million, a $1.4 million 
decrease from 2008.  Overall, average asset yield decreased by 86 basis points to 5.30%, while the yield on the loan portfolio decreased 
by 94 basis points to 5.33%. Interest expense decreased by $1.7 million to $6.3 million for the first half of 2009 compared to the year 
earlier period.  The average rate incurred on interest bearing liabilities decreased by 96 basis points.  Net interest income for the year to 
date period ended June 30, 2009 was $6.6 million compared to $6.4 million for 2008, a $251,828 (4.0%) increase. Net interest margin 
decreased by1 basis point.  The following table summarizes the average yields earned on interest earning assets and the average rates paid 
on interest bearing liabilities for the six months ended June 30, 2009 and 2008: 

Average Balance

Interest 
Income/ 
Expense Average Rate

Average 
Balance

Interest 
Income/ 
Expense

Average 
Rate

ASSETS
Short-term investments 3,522,524$         4,638$             0.26% 2,327,529$     28,453$         2.44%
Securities available-for-sale 48,684,176         1,400,811        5.75% 32,200,950     889,030         5.52%
Securities held-to-maturity 11,254,379         319,532           5.68% 17,464,701     508,722         5.83%
Total securities 59,938,555         1,720,343        5.74% 49,665,651     1,397,752      3.75%
Loans held for sale 29,144,138         696,365           4.78% 18,413,592     532,664         5.79%
Commercial Loans:
 Mortgage 131,195,961       3,507,581        5.35% 91,890,810     2,995,580      6.52%
 Construction 48,366,740         1,155,239        4.78% 77,183,221     2,266,243      5.87%
 Other 31,874,276         732,512           4.60% 37,376,763     1,076,662      5.76%
Consumer Loans:
 First Mortgage 90,536,191         2,845,364        6.29% 99,127,788     2,644,978      5.34%
 Junior Mortgage, Primarily HELOC 69,736,916         1,765,261        5.06% 61,741,648     2,624,366      8.50%
 Construction 16,275,132         331,228           4.07% 22,133,090     601,397         5.43%
 Other 3,252,671           86,427             5.31% 3,585,305       115,696         6.45%
Total loans 391,237,887       10,423,613      5.33% 393,038,625   12,324,922    6.27%
Investment in Federal Home Loan Bank 3,944,830           87,496             4.44% 3,709,129       96,595           5.21%
Total interest earning assets 487,787,934       12,932,452      5.30% 467,154,526   14,380,386    6.16%
Non interest earning assets 30,203,056         26,242,539     
Total assets 517,990,990$     493,397,065$ 
LIABILITIES
  Interest bearing transaction accounts 60,850,785$       564,221           1.85% 81,652,714$   1,204,203      2.95%
  Savings deposits 61,247,546         706,792           2.31% 2,874,804       37,880           2.64%
  Customer Time deposits 175,535,390       3,042,521        3.47% 160,435,282   3,622,650      4.52%
  Brokered deposits 48,791,409         586,568           2.40% 47,701,066     1,067,727      4.48%
Total deposits 346,425,130       4,900,102        2.83% 292,663,866   5,932,460      4.05%
Federal funds purchased and other short 
term borrowings 5,685,470           58,377             2.05% 50,322,159     840,795         3.34%
Term FHLB Advances 74,964,088         1,342,176        3.58% 66,258,242     1,227,161      3.70%
Total interest bearing liabilities 427,074,688       6,300,655        2.95% 409,244,267   8,000,416      3.91%
Non interest bearing liabilities 37,181,553         39,793,921     
Shareholders' equity 53,734,749         44,358,877     
Total liabilities and shareholders' equity 517,990,990$     493,397,065$ 
Net interest income/net interest spread 6,631,798$     2.35% 6,379,970$    2.25%
Net interest margin 2.72% 2.73%

Six Months Ended June 30,
2009 2008
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The following table shows the components of each change attributable to rate and volume variances for the six months ended June 30, 
2009 and 2008.  The changes in interest due to both rate and volume have been allocated to change due to rate and change due to volume 
in proportion to the absolute amounts of the changes in each. 

 

Rate Volume Total
Interest earning assets:
Short-term investments (33,662)$          9,847$            (23,815)$         
Securities available-for-sale 38,963             472,818          511,781          
Securities held-to-maturity (12,564)            (176,626)         (189,190)         
Total securities 26,399           296,192        322,591         
Loans held for sale (105,114)          268,815          163,701          
Commercial Loans:
 Mortgage (607,071)          1,119,072       512,001          
 Construction (370,142)          (740,862)         (1,111,004)      
 Other (199,150)          (145,000)         (344,150)         
Consumer Loans:
 First Mortgage 442,991           (242,604)         200,386          
 Junior Mortgage, Primarily HELOC (1,165,613)       306,508          (859,105)         
 Construction (131,503)          (138,666)         (270,169)         
 Other (19,188)            (10,081)           (29,269)           
Total loans (2,049,676)       148,367          (1,901,309)      
Investment in Federal Home Loan Bank (14,964)            5,865              (9,099)             
Total change in interest income (2,177,017)       729,086          (1,447,932)      
Interest bearing liabilities:
Interest bearing transaction accounts (379,549)          (260,432)         (639,982)         
Savings deposits (5,286)              674,198          668,912          
Customer Time deposits (898,251)          318,122          (580,129)         
Brokered deposits (505,033)          23,874            (481,158)         
Total deposits (1,788,119)       755,762          (1,032,357)      
Federal funds purchased and other short 
term borrowings (237,012)          (545,405)         (782,417)         
Term FHLB Advances (41,942)            156,957          115,015          
Total change in interest expense (2,067,073)     367,314        (1,699,759)      
Increase in net interest income (109,944)$       361,772$       251,828$       

Increase (decrease) due to
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Magna recorded a provision for loan losses of $398,970 in the second quarter of 2009 compared to $484,300 in 2008. The 2009 provision 
includes approximately $275,000 of specifically identified probable losses and approximately $540,000 of unallocated general reserve 
provisions. At June 30, 2009, the general reserve component of the allowance for loan losses totaled $4.9 million compared to $4.6 
million at December 31, 2008. In arriving at the level of allowance for loan loss at June 30, 2009, Magna maintained its “worst case” 
economic outlook, which resulted in an environmental factor loan loss allowance of approximately $825,000 or 20% of general loan loss 
reserves. The environmental factor impacts the loan loss reserve by decreasing the allowance by15% of general loan loss reserves in a 
strong economy and by increasing the allowance by 20% in a weak economy. 
 
The following table summarizes the activity in the Bank’s allowance for loan losses for the three and six month periods ended June 30, 
2009 and 2008: 

2009 2008 2009 2008
Beginning balance 5,684,688$         3,484,730$      5,283,639$         3,132,332$      
 Provision for loan losses 398,970              484,300              814,660              894,487              
 Charge-off of uncollectible loans (339,047)             (91,264)               (353,688)             (149,053)             
Ending balance 5,744,611$         3,877,766$         5,744,611$         3,877,766$         

Three Months Ended June 30, Six Months Ended June 30,

 
Management considers the level of the allowance for loan losses to be adequate based upon our current assessment of the portfolio and 
the economy. 

Total non-interest income, which is sourced primarily from mortgage banking, mortgage servicing, and loan brokerage, totaled $3.9 
million and $3.6 million and $7.4 million and $6.5 million for the three and six months ended June 30, 2009 and 2008, respectively. The 
following table shows the components of net non-interest income for the three and six month periods ended June 30, 2009 and 2008. For 
purposes of this table, amortization expense and impairment recovery related to mortgage servicing rights has been deducted from or 
added to mortgage servicing revenue to give a clearer picture of the net contribution of servicing revenues. 

Increase Increase
2009 2008 (Decrease) 2009 2008 (Decrease)

Mortgage banking 2,806,454$ 2,186,491$       619,963$    5,259,464$ 3,913,613$ 1,345,851$ 
Mortgage servicing, net 751,692      472,825            278,867      1,303,656   987,713      315,943      
Loan brokerage 78,750        304,565            (225,815)     78,750        412,565      (333,815)     
Other income 152,300      146,373            5,927          275,543      265,602      9,941          

3,789,196$ 3,110,254$       678,942$    6,917,413$ 5,579,492$ 1,337,921$ 

Three months ended June 30, Six months ended June 30,

 
 

Mortgage banking, which is the largest investment in terms of management, human resources and support within our Company, is 
particularly sensitive to changes in interest rates, and can be rapidly affected by competitive pressures. The following tables summarize 
changes in mortgage loan origination volume, by operating region, for the periods indicated: 

 Memphis  Little Rock  Nashville  Chattanooga  Total 

Three months ended June 30:
2008 51,400,943$     6,110,160$      26,251,329$   6,733,203$       90,495,635$      
2009 81,733,266       9,697,407        24,847,441     7,264,090         123,542,204      

Increase (decrease): 30,332,323$     3,587,247$      (1,403,888)$    530,887$          33,046,569$      

Percent Change 59.0% 58.7% -5.3% 7.9% 36.5%

 Memphis  Little Rock  Nashville  Chattanooga  Total 

Six months ended June 30:
2008 100,588,088$   9,813,157$      47,426,131$   10,870,632$     168,698,008$    
2009 154,777,352     20,092,491      52,841,108     15,075,324       242,786,275      

Increase (decrease): 54,189,264$     10,279,334$    5,414,977$     4,204,692$       74,088,267$      

Percent Change 53.9% 104.8% 11.4% 38.7% 43.9%  
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The increase in volume is directly linked to the increase in the number loans originated for the purpose of refinancing existing home 
loans. Total origination production for the second quarter and year to date periods of 2009 and 2008 is broken down as follows: 

Purchase mortgage 423       63.2% 454      87.8% 716     57.0% 794     83.1%
Refinance mortgage 246       36.8% 63        12.2% 541     43.0% 162     16.9%

669       100.0% 517      100.0% 1,257  100.0% 956     100.0%

2009 2008
Three months ended Six months ended

2009 2008

 
In addition to its residential mortgage banking activities, the Company operates a commercial real estate mortgage banking group whose 
investors include life insurance companies and other banks.  This group originated $11.0 million for the brokered market during the 
second quarter of 2009 (none in the first quarter) and $43.7 million and $74.8 million for the three and six months ended June 30, 2008. 
Total brokerage fees earned in 2009 were $78,750 compared to $304,565 and $412,565 for the three and six months ended June 30, 2008. 

Another significant component of non-interest income is mortgage loan servicing, both commercial and residential.  Gross fees and non-
interest expenses related to these two areas for the three and six months ended June 30, 2009 and 2008, are shown in the following table 
(impairment recovery of $660,000 and $1.1 million reduces servicing asset amortization for the three and six months ended, respectively): 

 

Residential Commercial Total Residential Commercial Total
2008

Gross servicing fees 765,369$    59,169$      824,538$       1,614,098$ 100,848$    1,714,946$    
Late charges and other ancilliary revenue 151,210      -              151,210         324,242      -              324,242         
  Gross servicing revenue 916,579         59,169           975,748         1,938,340      100,848         2,039,188      
Servicing asset amortization 449,878      8,442          458,320         883,650      16,959        900,609         
Guaranty fees and loan pay-off interest 51,148        -              51,148           101,673      -              101,673         
Other servicing expenses (6,545)         -              (6,545)           49,193        -              49,193           
  Gross servicing expenses 494,481         8,442             502,923         1,034,516      16,959           1,051,475      
     Net servicing revenue 422,098      50,727      472,825    903,824    83,889        987,713    

2009
Gross servicing fees 712,548$    70,240        782,788$    1,424,359$ 137,438      1,561,797   
Late charges and other ancilliary revenue 152,049      -              152,049      325,973      -              325,973      
  Gross servicing revenue 864,597      70,240        934,837      1,750,332   137,438      1,887,770   
Servicing asset amortization 117,803      8,179          125,982      469,492      16,221        485,713      
Guaranty fees and loan pay-off interest 16,259        -              16,259        35,335        -              35,335        
Other servicing expenses 40,904        -              40,904        63,066        -              63,066        
  Gross servicing expenses 174,966      8,179          183,145      567,893      16,221        584,114      
     Net servicing revenue 689,631      62,061      751,692    1,182,439 121,217      1,303,656 

Increase (decrease)
Gross servicing fees (52,821)$     11,071        (41,750)       (189,739)$   36,590        (153,149)     
Late charges and other ancilliary revenue 839             -              839             1,731          -              1,731          
  Gross servicing revenue (51,982)       11,071        (40,911)       (188,008)     36,590        (151,418)     
Servicing asset amortization (332,075)     (263)            (332,338)     (414,158)     (738)            (414,896)     
Guaranty fees and loan pay-off interest (34,889)       -              (34,889)       (66,339)       -              (66,339)       
Other servicing expenses 47,449        -              47,449        13,873        -              13,873        
  Gross servicing expenses (319,516)     (263)            (319,779)     (466,622)     (738)            (467,360)     
     Net servicing revenue 267,534$    11,334$     278,868$   278,615$   37,328$      315,943$   

Three months ended June 30, Six months ended June 30,
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The following tables summarize changes in servicing rights during the three and six month periods ended June 30, 2009 and 2008, 
respectively: 

 

Commercial Residential Total Commercial Residential Total
Beginning balance 140,847$            9,782,192$               9,923,039$         174,130$         11,116,752$          11,290,882$       
 Add: Purchased mortgage servicing rights -                      10,308                      10,308                -                   39,223                   39,223                
          Recovery of prior impariment charges -                      660,000                    660,000              
          Capitalized mortgage servicing rights -                      795,582                    795,582              -                   675,788                 675,788              
Gross additions to mortgage servicing rights -                      1,465,890                 1,465,890           -                   715,011                 715,011              
Less: Amortization of mortgage servicing rights 8,179                  777,803                    785,982              8,442               449,878                 458,320              
Ending balance 132,668$            10,470,279$             10,602,947$       165,688$            11,381,885$             11,547,573$       

Commercial Residential Total Commercial Residential Total
Beginning balance 149,026$            9,138,749$               9,287,775$         182,647$            10,616,761$             10,799,408$       
 Add: Purchased mortgage servicing rights -                      14,157                      14,157                -                      62,401                      62,401                
          Recovery of prior impariment charges -                      1,060,000                 1,060,000           
          Capitalized mortgage servicing rights -                      1,786,728                 1,786,728           -                      1,586,373                 1,586,373           
Gross additions to mortgage servicing rights -                      2,860,885                 2,860,885           -                      1,648,774                 1,648,774           
Less: Amortization of mortgage servicing rights 16,221                1,529,492                 1,545,713           16,959                883,650                    900,609              
Ending balance 132,805$            10,470,142$             10,602,947$       165,688$            11,381,885$             11,547,573$       

2009 2008

Three months ended June 30, 
2009 2008

Six months ended June 30, 

 

Non-interest expense for the quarter and year to date periods ended June 30, 2009 decreased by $176,257 and $239,159, respectively, 
compared to the year earlier periods. Lower commissions earned on lower brokerage revenue accounted for a large portion of this decline. 
In addition, the $660,000 recovery of impairment of servicing rights during the second quarter ($1.1 million for the year to date period) 
also accounted for this decrease. These savings were significantly offset by increased servicing amortization expense (increases of 
$327,662 and $374,526 for the three and six month periods, respectively) and the FDIC deposit insurance assessment of $230,000 in the 
second quarter of 2009. Occupancy expenses were also higher for the quarter and year to date periods due to opening the Poplar/Forest 
Hill branch in November of 2008. 

The following table summarizes the components of occupancy and equipment expense for the three and six months ended June 30, 2009 
and 2008: 

2009 2008 2009 2008
Rent & office occupancy 491,990$    498,788$    979,879$    924,610$    
Maintenance & repairs 71,164        38,166        100,121      73,063        
Depreciation expense 206,558      185,096      413,169      354,842      
Telecommunications 30,751        32,404        62,332        66,402        
Total occupancy and equipment expense 800,463$    754,456$    1,555,502$ 1,418,916$ 

Three Months Ended Six Months Ended June 
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The following table summarizes the components of other expense for the three and six months ended June 30, 2009 and 2008: 
 

2009 2008 2009 2008
Data processing 241,366$    203,660$    468,631$    383,080$    
Printing and office supplies 53,695        60,578        109,791      133,337      
Directors' Fees 67,000        58,750        142,500      150,250      
Postage, shipping and delivery 51,434        48,429        112,197      112,079      
Travel and entertainment 34,531        50,903        74,855        106,646      
Bank fees and service charges 38,701        41,122        78,563        75,773        
Provision for loan repurchase and FHA/VA claim losses 114,000      120,000      154,000      151,103      
Other 131,601      160,220      310,752      331,007      
   Total other expense 732,328$    743,662$    1,451,289$ 1,443,274$ 

Six Months Ended June Three Months Ended 

 
Income taxes.  The primary difference between the Company’s effective combined federal and state rates and the statutory corporate 
income tax rate is due primarily to state income taxes and certain expenses not deductible for income tax purposes. Deferred taxes are 
provided for in accordance with accounting principles generally applied in the United States of America.  Deferred tax assets are 
reviewed quarterly for recoverability. 
 
Off Balance Sheet arrangements.  Not all financial assets and liabilities are recorded on a company’s balance sheet.  Companies may 
transfer financial assets or liabilities to a special purpose entity (“SPE”), some take the form of standby or contingent obligations to 
perform, as in the case of un-drawn lines or letters of credit, and some exist only as options embedded within the financial asset or 
liability itself.  Other examples include long-term operating lease commitments.  Although Magna has not engaged in any transference of 
financial assets or liabilities to any SPE, we do have long-term lease commitments, un-drawn lines and letters of credit and financial 
assets and liabilities which contain embedded options. 
 
At June 30, 2009 and December 31, 2008, the total amount of un-drawn lines and letters of credit was $73.9 and $89.1 million, as 
follows: 

June 30, 2009 December 31, 2008
Commitments under:
 Term loan obligations 8,730,864$         17,131,289$            
 Undrawn letters of credit 6,491,599           7,061,703                
 Revolving lines, primarily home equity lines of credit 58,709,640         64,901,471              

73,932,103$       89,094,463$             
 

We have a number of financial assets and liabilities which contain embedded options.  Most notable among these is our portfolio of first 
mortgage residential loans.  The notes underlying this asset contain provisions which allow the obligor to prepay the obligation at any 
time without penalty, effectively transferring the interest rate risk associated with funding this asset to us.  A second embedded option 
exists with respect to certain time deposits.  These deposit agreements allow the depositor the option to either (i) add between 25% and 
50% of the original deposit amount to the account, (ii) withdraw between 25% and 50% of the original deposit amount from the account 
without penalty, (iii) extend the term of the account or (iv) “bump” the interest rate on the account to the then current rate for similar 
deposits at any time during the term of the deposit.  Also, our term borrowings from the FHLB contain provisions which allow the FHLB 
to call or convert the interest rate on these obligations from a fixed rate to a floating rate on a quarterly basis.  Management does not 
anticipate any material adverse impact to arise from these off balance sheet arrangements. 
 
Liquidity and capital resources.  For the six months ended June 30, 2009, the Company’s operating activities used $2.7 million of 
available cash. Investing activities, primarily paydowns or payoffs in securities and loans, provided $22.4 million. Financing activities 
used $14.4 million of available cash to retire short term unsecured advances. During the second quarter of 2009, we retired $8.2 million of 
brokered deposits as we sought to reduce this source of funding to not more than 10% of total deposits. Because brokered deposits are 
readily available, aid in asset/liability re-pricing strategies and are often a cheaper source of funds than retail customer deposits, we intend 
to continue their use as part of our overall balance sheet funding strategy. While we expect to be able to continue to attract new retail 
customer deposits, it is anticipated that the Company will continue to mix borrowings (including brokered deposits) and deposits to fund 
balance sheet growth over the next year. 
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On December 23, 2008, the Company issued $13,795,000 of its Series A and Series B preferred stock. The issuance occurred in 
connection with, and is governed by, the Treasury Capital Purchase Program administered by the U.S. Treasury under the Troubled Asset 
Relief Program (“TARP”). The preferred stock carries certain restrictions. The preferred stock has a senior rank and also provides 
limitations on certain compensation arrangements of executive officers and provides restrictions on dividends. The preferred stock 
qualifies as Tier 1 capital and is presented in shareholders’ equity on the Consolidated Statements of Financial Condition.  The following 
table summarizes the principal terms of the offering: 

Series A Series B
Redemption value $13,795,000 $690,000

Dividend rate 5.0% until December 23, 2013; 9.0% 
thereafter

9.0%

Stated life
Voting rights
Transferability
Dividend payment dates
Dividend type
Redemption

Dividend restrictions

Other provisions

 No dividends may be declared on Magna's common stock without the prior consent of the 
U.S. Treasury. After 10 years, no dividends may be paid on common stock unless all 
preferred stock held by the U.S Treasury has been redeemed. 

 For as long as the U.S. Treasury holds any preferred stock, Magna's executive 
compensation structure must comply with section 111 of the EESA, as amended from time 
to time. Magna is also subject to any future regulations promulgated under the EESA. 

Perpetual
Non-voting
Transferable at any time
Feb 15, May 15, Aug 15, Nov 15
Non-cumulative

 Redeemable in whole or part subject to approval by the Treasury 

 
Magna maintains secured borrowing facilities with both the Federal Reserve Bank of St. Louis (the “Fed Facility”) and the Federal Home 
Loan Bank of Cincinnati (the “FHLB Facility”). The Fed Facility is secured by loans not otherwise eligible as collateral for the FHLB 
Facility. Effectively, all of Magna’s qualifying loans and securities are pledged at one of the two institutions. Total available borrowing 
capacity at June 30, 2009 was $186.6 million, as follows: 

June 30, 2009 December 31, 2008
 Short-term credit facilities:
  Twenty-one days or less (unsecured) 52,300,000$             40,400,000$             
  Up to ninety days (secured) 55,251,319               67,857,849               
 Subtotal, short term 107,551,319             108,257,849             
  Long term credit facilities (secured) 79,087,820               60,373,530               
 Total credit facilities 186,639,139$           168,631,379$            

The Company has a variety of sources of funds available, but its primary source is deposits from customers.  The Company's deposit 
acquisition strategy is to rely on a core base of retail time deposits supplemented by lesser amounts of demand and savings deposits.  
Next, the Company seeks to attract non-retail time deposits ($100,000 and over) and public deposits. At June 30, 2009, the percentage of 
time deposits $100,000 and over to total deposits was 29.9% compared to 37.9% at December 31, 2008.  The acquisition of retail deposits 
is from customers within the Company's market area.  Management believes that the rates offered on deposits are competitive with other 
financial institutions in the Company's market area.   

The Company's primary short-term use of funds is to finance loans that are subsequently sold to and funded by third party investors. The 
volume of such funds usage is directly dependent upon the loan origination volume of the Mortgage Division.  Another (longer-term) use 
of funds is to finance the Company’s portfolio of commercial and mortgage loans which is directly related to the availability of loans 
meeting the Company’s investment quality standards.  A third, less prevalent, use of funds is the purchasing of debt securities for 
investment purposes.  While the Company may continue to upgrade or reposition the securities portfolio, management has not in the past 
nor does it intend in the future to trade securities for profit or to depend upon securities gains as a regular source of income. 
Management is of the opinion that the sources of funds discussed above will be sufficient to enable the Company to meet its obligations 
as they arise and to fund future net growth.  
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Effects of inflation.  The Company's asset and liability structure is primarily monetary in nature, that is, fixed in terms of monetary 
amounts.  Consequently, the impact of inflation on a bank differs significantly from an industrial company.  Factors such as interest rates 
have a more significant impact on a bank's performance than does general inflation.  Interest rates do not necessarily move in the same 
direction, or at the same magnitude, as the price of other goods and services. 

Item 3. 
Quantitative and Qualitative Disclosures About Market Risk 

 
This item outlines specific risks that could affect our ability to compete, change our risk profile, or eventually impact our financial results. 
The risks we face generally are similar to those experienced, to varying degrees, by all financial services companies. Our strategies and 
management’s ability to react to changing competitive and economic environments have enabled us historically to compete effectively 
and manage risks to acceptable levels. We have outlined potential risk factors below that we presently believe could be important to us; 
however, other risks may prove to be important in the future. New risks may emerge at any time and we cannot predict with certainty all 
potential developments which could affect our financial performance. The following discussion highlights potential risks which could 
intensify over time or shift dynamically in a way that might change our risk profile. 

Competition Risks 

The market in which we compete is crowded with community banks seeking to provide a service oriented banking experience to 
individuals and businesses compared with, what we believe, is the more rigid and less friendly environment found in large banks. This 
requires us to offer most, if not all, of the products and conveniences that are offered by the larger banks with a service differentiation. In 
doing so, it is imperative that we identify the lines of business that we can excel in, prudently utilize our available capital to acquire the 
people and platforms required thereof and execute on the strategy.  As a result of the significant number of bank failures in 2009, we 
believe the banking public is becoming increasingly aware of individual bank’s capital strength. Any weakness in Magna’s capital and 
results of operations, whether real or perceived, could result in an erosion of confidence on the part of our customers and cause us to lose 
market share and harm future results of operations.  

Credit Risks 

Like all lenders, we face the risk that our customers may not repay their loans and that the realizable value of collateral may be 
insufficient to avoid a loss of principal. In our business, some level of credit loss is unavoidable and overall levels of credit loss can vary 
over time. Our ability to manage credit risks depends upon our ability to (i) assess the creditworthiness of customers and the value of 
collateral at the time a loan is made and to (ii) monitor the loan relationship to adjust our terms as the borrower’s conditions change. We 
control credit risk by diversifying our loan portfolio and managing its composition, and by recording and managing an allowance for loan 
losses in accordance with applicable accounting rules. At the end of June 2009, we had $4.9 million of available general reserves to cover 
such losses. The models and approaches we use to originate and manage loans are regularly updated to take into account changes in the 
competitive environment, in real estate prices and other collateral values, and in the economy, among other things, based on our 
experience originating loans and servicing loan portfolios. 

Financing, Funding, and Liquidity Risks 

One of the most important aspects of management's efforts to sustain long-term profitability for the Company is the management of 
interest rate risk (asset/liability management). Management's goal is to maximize net interest income within acceptable levels of interest-
rate risk and liquidity. To achieve this goal, management has established guidelines within which it attempts to maintain the amount of 
“mismatch” between repricing assets and liabilities within specified time frames.  At March 31, 2009 (the latest date for which 
information is available), the Company’s net portfolio value, defined as the net present value of all assets and liabilities, both on and off 
balance sheet, as determined by the Office of Thrift Supervision exceeded 9.0%. Instantaneous rate increases of ± 2% at both dates placed 
the Bank in the “minimal” category for interest rate sensitivity. 

Through its Asset/Liability Management Committee (“ALCO”), the Company manages its sensitivity to changes in interest rates by 
means of computer-based modeling of the balance sheet. Monthly, the model is revised for changes in instrument-level detail, current 
interest rate and new volume projections, and pricing changes. The ALCO committee reviews projected results in terms of both maturity 
mismatch, which is an indicator of liquidity needs, and repricing mismatch, which drives net interest income changes. In addition, ALCO 
reviews the model’s projected change in net portfolio value (the fair value of net equity) under a variety of interest rate change scenarios 
and determines the Bank’s compliance with Board-established limits in the change thereof. 

Management maintains back-up lines of credit with its principal correspondent banks as a supplemental short-term source of liquidity. 
Management does not presently foresee any particular matters which might immediately threaten its ability to meet its ongoing liquidity 
needs. Our funding requirements currently are met principally by deposits, financing from other financial institutions, and financing using 
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wholesale funds. The costs of our funding directly impact our costs of doing business and, therefore, can positively or negatively affect 
our financial results. 

The Company's assets and liabilities are principally financial in nature and the resulting earnings thereon are subject to significant 
variability due to the timing and extent to which the Company can reprice the yields on interest-earning assets and the costs of interest -
bearing liabilities as a result of changes in market interest rates.  Interest rates in the financial markets affect the Company's decisions on 
pricing its assets and liabilities which impacts net interest income, an important cash flow stream for the Company. As a result, a 
substantial part of the Company's risk-management activities are devoted to managing interest-rate risk. There is also focus on managing 
the risks associated with the volatility of fair value in both mortgage loan servicing rights and mortgage banking assets. Currently, the 
Company does not have any significant risks related to foreign exchange, commodities or equity risk exposures. 

A number of factors could make such funding more difficult, more expensive, or unavailable on affordable terms, including, but not 
limited to, our financial results, organizational changes, adverse impacts on our reputation, changes in the activities of our business 
partners, specific events that adversely impact the financial services industry, counterparty availability, changes affecting our loan 
portfolio or other assets, changes affecting our corporate and regulatory structure, interest rate fluctuations, ratings agency actions, general 
economic conditions, and the legal, regulatory, accounting, and tax environments governing our funding transactions. 

Regulatory laws or rules that establish minimum capital levels, regulate deposit insurance, and govern related funding matters for banks 
could be changed in a manner that could increase our overall cost of capital and thus reduce our earnings.  

Interest Rate and Yield Curve Risks 

A significant portion of our business involves borrowing and lending money. Accordingly, changes in interest rates directly impact our 
revenues and expenses, and potentially could compress our net interest margin. We actively manage our balance sheet to control the risks 
of a reduction in net interest margin brought about by ordinary fluctuations in rates.  

Our mortgage lending and servicing businesses also are affected by changes in interest rates. Generally, when rates increase, demand for 
mortgage loans decreases (and our revenues from new originations fall), and when rates decrease, demand increases (and our origination 
revenues increase). In a contrary fashion, when interest rates increase, the value of mortgage servicing rights (MSR) that we retain 
generally increases, and when rates decline the value of MSR declines. Within our mortgage businesses, therefore, there is a partial 
natural hedge against ordinary interest rate changes.  

Like all financial services companies, we face the risks of abnormalities in the yield curve. The yield curve simply shows the interest rates 
applicable to short and long term debt. The curve is steep when short-term rates are much lower than long-term rates; it is flat when short-
term rates are equal, or nearly equal, to long-term rates; and it is inverted when short-term rates exceed long-term rates. Historically, the 
yield curve is positively sloped. A flat or inverted yield curve tends to decrease net interest margin, as funding costs increase relative to 
the yield on assets.  

Regulatory and Legal Risks 

We operate in a heavily regulated industry and therefore are subject to many banking, deposit, and consumer lending regulations in 
addition to the rules applicable to all companies publicly traded in the U.S. securities markets. Failure to comply with applicable 
regulations could result in financial, structural, and operational penalties. In addition, efforts to comply with applicable regulations may 
increase our costs and/or limit our ability to pursue certain business opportunities. Federal and state regulations significantly limit the 
types of activities in which we, as a financial institution, may engage. In addition, we are subject to a wide array of other regulations that 
govern other aspects of how we conduct our business, such as in the areas of employment and intellectual property. Federal and state 
legislative and regulatory authorities occasionally consider changing these regulations or adopting new ones. Such actions could limit the 
amount of interest or fees we can charge, could restrict our ability to collect loans or realize on collateral, or could materially affect us in 
other ways. Additional federal and state consumer protection regulations also could expand the privacy protections afforded to customers 
of financial institutions, restricting our ability to share or receive customer information and increasing our costs. In addition, changes in 
accounting rules can significantly affect how we record and report assets, liabilities, revenues, expenses, and earnings. Some state 
authorities have challenged the position of the OTS that it is the exclusive regulator of various aspects of nationally chartered thrifts or 
their operating subsidiaries. If one or more of those challenges are successful or if Congress were to change the applicable banking laws, 
we could be impacted, due, among other things, to possible increased regulatory burdens, governmental and private party actions alleging 
non-compliance with state law, and the expense of tracking and complying with the different laws and regulations of various states. 
During 2008, Magna participated in the Capital Purchase Program under the Troubled Asset Relief Program administered by the U.S. 
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Treasury Department. The provisions of that participation required Magna to modify a number of its internal operations as it regards 
executive pay, reporting of lending initiatives, monitoring expenditures by category and other aspects of our operations. Consequently, we 
are exploring the advisability of redeeming the preferred shares we issued including the impact on our capital adequacy and other 
expansion issues we face. We also face litigation risks from customers, employees (singly or in class actions) and from federal or state 
regulators. Litigation is an unavoidable part of doing business, and we manage those risks through internal controls, personnel training, 
insurance, litigation management, our compliance and ethics processes, and other means. However, the commencement, outcome, and 
magnitude of litigation cannot be predicted or controlled with certainty.  

Accounting Estimate Risks 

The preparation of our consolidated financial statements in conformity with U.S generally accepted accounting principles requires 
management to make significant estimates that affect the financial statements. Two of our most critical estimates are the level of the 
allowance for credit losses and the valuation of mortgage servicing rights. However, other estimates occasionally become highly 
significant, especially in volatile situations such as litigation and other loss contingency matters. Recently, for example, the Financial 
Accounting Standards Board (the accounting rule-making body in the United States) promulgated several major pronouncements that will 
modify the accounting for recognition of other than temporary impairment that impacted Magna in the second quarter of 2009. Estimates 
are made at specific points in time; as actual events unfold, estimates are adjusted accordingly. Due to the inherent nature of these 
estimates, it is possible that, at some time in the future, we may significantly increase the allowance for credit losses and/or sustain credit 
losses that are significantly higher than the provided allowance, or we may recognize a significant provision for impairment of our 
securities or mortgage servicing rights, or we may make some other adjustment that will differ materially from the estimates that we make 
today.  

Expense Control 

Expenses and other costs directly affect our earnings. Our ability to successfully manage expenses is important to our long-term 
profitability. Many factors can influence the amount of our expenses. As our businesses change or expand, additional expenses can arise 
from asset purchases, structural reorganization, evolving business strategies, and changing regulations, among other things. We manage 
expense growth and risk through a variety of means, including actual versus budget management, imposition of expense authorization 
limits and procurement coordination and processes. 

Lack of an Established Market for our Common Stock 

Our common stock is not listed on any established stock trading exchange, including bulletin board or “pink slip” trading.  All exchanges 
of our stock occur through negotiated transactions between buyers and sellers with Wunderlich Securities of Memphis. There is no 
market established settlement time frame for trades that are executed. As such, our stock trades in extremely limited amounts and there 
can be no assurance that shares can be bought or sold in an acceptable time frame at a reasonable price per share. 

Concentration of Mortgage Business 

The mortgage division operates in many offices owned by Crye-Leike.  Approximately 80% of mortgage division origination volume is 
derived from referrals by Crye-Leike agents.  The offices are leased by Magna with a lease term ranging from month-to-month up to five 
years.  The mortgage division also has a marketing agreement with Crye-Leike, but it does not provide an exclusive mortgage origination 
network; therefore, we can provide no assurance that historical mortgage origination volume derived from the Crye-Leike relationship 
will continue in the future. 

Insider Ownership 

Approximately 41% of our common stock is owned or controlled by the members of the board of directors and named executive officers. 
Additionally, a significant number of our shares are owned by employees and others affiliated with our Company through the Crye-Leike 
relationship. This lack of a wide dispersion of ownership makes it likely that a substantial number of votes can be cast as a group when 
matters are put forward for a vote by shareholders. 
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Item 4. 
Controls and Procedures 

 
The Company maintains disclosure controls and procedures that are designed to ensure that information Magna Bank is required to 
disclose in the reports it files or submits under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported, 
within the time periods specified in the Securities and Exchange Commission's rules and forms, and that such information is accumulated 
and communicated to our management, including our chief executive officer and our chief financial officer, as appropriate, to allow 
timely decisions regarding timely disclosures.  

The Company’s Chief Executive Officer and its Chief Financial Officer have evaluated the effectiveness of these disclosure controls and 
procedures as of the end of the period covered by this quarterly report.  Based on that evaluation, the Chief Executive Officer and the 
Chief Financial Officer have concluded that Magna Bank’s disclosure controls and procedures are effective.  
 
There have been no significant changes in internal controls, or in other factors that could significantly affect internal controls during the 
Company’s last fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Company’s internal control 
over financial reporting. 

 
 

Part II Other Information 
 

Item 6. 
Exhibits 

 
Item Number      Description 

31.1 Chief Executive Officer’s §13a-14(a) certification of appropriateness of financial statements and disclosures 
contained in report on form 10-Q. 

 
31.2 Chief Financial Officer’s §13a-14(a) certification of appropriateness of financial statements and disclosures 

contained in report on form 10-Q. 
 
32.1 Chief Executive Officer’s §1350 certification of appropriateness of financial statements and disclosures 

contained in report on form 10-Q. 
 
32.2 Chief Financial Officer’s §1350 certification of appropriateness of financial statements and disclosures 

contained in report on form 10-Q. 
 

SIGNATURES 
Pursuant to the requirements of Sections 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to 
be signed on its behalf by the undersigned, thereunto duly authorized. 
 

Magna Bank 
(Registrant) 

 
/S/ Kirk P. Bailey 

Kirk P. Bailey, Chief Executive Officer  
 

/S/ David C. Wadlington 
David C. Wadlington, Executive Vice President & CFO 

 
Date: August 14, 2009 
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I, Kirk P. Bailey, certify that: 
 
1.  I have reviewed this quarterly report on Form 10-Q of Magna Bank; 

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this quarterly report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present 
in all material respects the financial condition, results of operations and cash flows as of, and for the periods presented in, this 
quarterly report;  

4. The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant and we have: 

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the Registrant and our consolidated subsidiary, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this 
report based on such evaluation; and 

c)  disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the 
Registrant’s second fiscal quarter that has materially affected, or is reasonably likely to materially affect, the 
Registrant’s internal control over financial reporting; and 

5.  The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the Registrant’s auditors and the audit committee of Board of Directors: 

a)  all significant deficiencies and material weaknesses in the design or operation of internal controls which are reasonably 
likely to adversely affect our ability to record, process, summarize and report financial data; and 

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in our 
internal control over financial reporting. 

 
/S/ Kirk P. Bailey  
Kirk P. Bailey, Chief Executive Officer 
 
Date: August 14, 2009 
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Officers’ Certification pursuant to §302 of the Sarbanes-Oxley Act of 2002 
 

40 

I, David C. Wadlington, certify that: 
 
1.  I have reviewed this quarterly report on Form 10-Q of Magna Bank; 

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a material 
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not 
misleading with respect to the period covered by this quarterly report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly present 
in all material respects the financial condition, results of operations and cash flows as of, and for the periods presented in, this 
quarterly report;  

4. The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and 
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the Registrant and we have: 

a)  designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed 
under our supervision, to ensure that material information relating to the Registrant and our consolidated subsidiary, is 
made known to us by others within those entities, particularly during the period in which this report is being prepared; 

b)  evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our 
conclusions about the effectiveness of the disclosure controls and procedures as of the end of the period covered by this 
report based on such evaluation; and 

c)  disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the 
Registrant’s second fiscal quarter that has materially affected, or is reasonably likely to materially affect, the 
Registrant’s internal control over financial reporting; and 

5.  The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over 
financial reporting, to the Registrant’s auditors and the audit committee of Board of Directors: 

a)  all significant deficiencies and material weaknesses in the design or operation of internal controls which are reasonably 
likely to adversely affect our ability to record, process, summarize and report financial data; and 

b)  any fraud, whether or not material, that involves management or other employees who have a significant role in our 
internal control over financial reporting. 

 
/S/ David C. Wadlington  
David C. Wadlington, Chief Financial Officer 
 
 
Date: August 14, 2009 
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Exhibit 32.1 
 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Magna Bank (the "Company") on Form 10-Q for the period ending June 30, 2009 as filed 
with the Office of Thrift Supervision on the date hereof (the "Report"), I, Kirk P. Bailey, President and Chief Executive Officer of the 
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that: 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 
Company. 
 
 
 
/S/ Kirk P. Bailey  
Kirk P. Bailey, Chief Executive Officer 
 
August 14, 2009
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Exhibit 32.2 
 

CERTIFICATION PURSUANT TO 
18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 

In connection with the Quarterly Report of Magna Bank (the "Company") on Form 10-Q for the period ending June 30, 2009 as filed 
with the Office of Thrift Supervision on the date hereof (the "Report"), I, David C. Wadlington, Chief Financial Officer of the 
Company, certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that: 

The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and 

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the 
Company. 
 
 
 
/S/ David C. Wadlington 
David C. Wadlington, Chief Financial Officer 
 
August 14, 2009 


