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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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2,723,125      

12,649,715    
30,543,686    
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8,977,002      

55,038,335    

ncome per shar

2010
(160,764)   1$ 
(168,873)      
(329,637)   1$ 

5,488,116 5   

-              

5,488,116 5   
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0.39$            
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Total
2 3,613,7$          

(1,708,0          

2 1,905,7            
                     

7 4,047,2            
4 6,177,7            
5 (224,7             
5 (63,9               
0 (160,7$           

4 464,187,2$      

% 80.6
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Total
2 10,545,2$        
0) (3,852,0          

2 6,693,2            
0) (619,0             
0 10,459,0          
8 17,229,0          
4 (695,7             
3 (248,5             

(447,1$           
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n the sale of th
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(49,211)          

3,111,445       
(138,000)        

1,998,123       
3,179,979       
1,791,589       

690,332          
1,101,257 $    

27,339,840 $    
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ber 30,
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9,033,801 $    
(846,271)        

8,187,530       
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3,000              
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625,623          
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384,540          

53,596,716     

81.87%

2009
Mortgage

1,037,436       
(14,600)          

1,022,836       
1,060,000       

10,024,219     
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2,811,463       
1,105,376       
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e net servicing

m changes in th
the underlying
imates for the 
derived fair va

ch as corporat
ment based upon
of directors, ar

Additionally, th
operations. Th
, which presen

Total
3,526,933$           

(46,21                

3,480,722             
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5,066,829             
5,992,339             
2,417,212             

931,41                
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70.87%
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valuation allow
e, a valuation a
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in agency ref
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rter and year to
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ns of more rap
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, respectively: 

C
$    
      

s       
rights       
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C
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nt charges       
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ASC 820.10 e
he inputs to va
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ring that the m
cing the asset o
uts that are der
ing the asset or 
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wance is estab
allowance is re

line in residen
finance program
timates of forw
00 as of June 3
mber 30, 2010

rance that any r

o date results o
rded an impairm
pid prepayment
d slightly. By t
s summarize ch

ommercial
101,232        $

-                
-                 

(7,740)            

93,492          $

ommercial
116,897        $

-                 
-                 

(23,405)          
-                 

93,492          $

establishes a fra
luation techniq
ed prices in ac

The hierarchy
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ollowing three 
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ants would use 
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blished through
educed through

ntial mortgage
ms which allo
ward prepayme
30, 2010. No a
0. MSR impair
recovery will e

of operations w
ment charge a
t activity. Duri
the June 30, 20
hanges in servi

Residential
9,474,117$      

922,336         
(1,013,636)     

9,382,817$      

Residential
10,298,437$    

3,000             
1,635,381      

(1,954,001)     
(600,000)        

9,382,817$      

2010

Thr
2010

Nin
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ques used to m
ctive markets f
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sed on market 
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Total
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-                 
922,336          
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9,476,309$     

Total
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3,000              
1,635,381       
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9,476,309$     
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ices, such as q
able or can be c

hat are derived
assets or liabilit

earnings. If the
earnings. 

ng between 4
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ring the three a
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-                    
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-                    
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10,375,30$      
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9,138,74$        

15,90               
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(2,034,70         
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Total
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4 2,195,35        
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0 1,060,00        

0 10,500,12$    
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er end for evide
ut factors such
pany’s MSR po

ans held for sa
value adjustmen
ommitments fro
t September 30

oreclosed real e
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nd liabilities us
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able.  If quoted
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ly on quoted pr
k quoted securi
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SRs at the lower
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at the lower of
fair value is d
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cember 31, 200
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ettlement of in

ess costs to sell
mates of costs to
which are class
ths ended Septe

FASB ASC 3
unable to collec
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as Level 3. 

e on both a recu

Level 1

-             $ 

-               
-               
-               
-               
-             $ 
 

10 that are clas
-maturity secur
The Company h
0, 2010. 

sing the followi

orded at fair v
d prices are no
ng, which is a 
rices for the sp
ities. Where no
ference to disc
ar instruments 

r of cost or est
counted cash fl
discount rates,
rring fair value 

f cost or estima
determined base
ommitted loans

09, respectively
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ndebtedness is r
l. Fair value is 
o sell and holdin
ified as Level 
ember 30, 2010

310, Receivabl
ct all amounts d

as either parti
carrying value.

urring and non-

Level 2

30,661,112   

-                
-                

38,469,103   
-                

38,469,103   
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rities at fair val
had no level 3 

ing methods an
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ot available, fai
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or that are va
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adjustments th
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lower of the c

ased on apprais
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ns are subject t
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Total
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9,476,309$     
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ed at fair value

:   

Fair values fo
based on quoted
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inancial instrum

Carrying
Amount

30,661,11$    
8,375,32        

131,174,17    
23,898,12      
29,446,45      

79,112,92      
54,996,07      
10,830,83      
2,203,34        

38,469,10      
9,476,30        

40,886,58      
147,336,22    
132,993,06    
19,543,00      
63,000,00      
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ments to lend to 
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dinary course o
nd although m

nion that when 

aluated through

ments are summ

Fair
Value
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23 21,607,6      
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33 8,877,9        
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09 9,726,9        

82 34,926,1      
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64 132,478,0    
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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 September 30, 2010 and December 31, 2009 and the consolidated results of operations for the 
three and nine month periods ended September 30, 2010 and 2009. 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 loss attributable to common shareholders for the third quarter of 2010 was $329,637 compared to net income of $1.3 million in the 
same quarter of 2009. Year to date amounts were a net loss of $953,811 for 2010 compared to net income of $2.1 million for 2009, which 
includes a gain of $1.8 million from the sale of a retail branch in Brentwood. The primary drivers of the net loss in 2010 were provisions 
for loan losses and recognition of impairment on mortgage servicing rights. Net interest income was up over the year ago quarter and year 
to date amounts. Excluding the impact of the aforementioned servicing impairment, securities impairment, and one-time gains and losses 
on sales of securities and a retail branch, non-interest income improved 22.2% and declined 4.3%, respectively, from the year ago quarter 
and year to date amounts. This improvement was primarily the result of increased mortgage banking revenue in the current quarter due 
mostly to refinance volume. Comparing the year over year periods, the decline in mortgage banking revenue was partially offset by 
improvement in commercial brokerage and SBA fee revenue, which had been stagnant throughout the recession. 

Operating expenses increased during the three-month period ended September 30, 2010 compared to 2009 primarily due to increases in 
commission expense associated with higher mortgage origination volume and increases in amortization expense of mortgage servicing 
rights resulting from the increase in mortgage refinance activity. Operating expenses declined during the nine-month period ended 
September 30, 2010 compared to 2009, primarily due to lower bonus expense, lower occupancy and equipment expense due to the 
closing of our mortgage origination offices in Arkansas and East Tennessee on July 31, 2010, and to the FDIC insurance special 
assessment and debt prepayment penalty, both of which occurred in 2009. These expense improvements were partially offset by increases 
in the costs associated with revaluation and maintenance of foreclosed real estate, which has increased significantly over 2009.  

Total assets at September 30, 2010 were $460.2 million, up $24.4 million (5.6%) from the end of 2009. Growth in the loan portfolio 
totaled $4.8 million, mortgage loans held for sale increased $17.3 million, and cash and cash equivalents increased $18.2 million. The 
securities portfolio declined by $15.3 million from a combination of paydowns and sales. Deposits grew by $25.1 million, with 
transaction accounts contributing $23.1 million of that growth and the balance shared by time deposits, which declined $10.5 million and 
seasonal escrow deposit growth of $12.5 million. 

An increase in problem loans necessitated a provision for possible loan losses of $1.7 million for the quarter ended September 30, 2010 
compared to $46,211 for the year ago quarter. Comparable year to date amounts are $3.9 million and $860,871, respectively. The 
allowance for loan losses represented 2.58% of total loans at September 30, 2010 compared to 1.58% at December 31, 2009 and 1.47% at 
September 30, 2009. Excluding full-faith and credit FHA/VA loans, the allowance for loan losses was 2.68% of total loans outstanding at 
September 30, 2010 compared to 1.65% at December 31, 2009, and 1.53% at September 30, 2009.  

Non-performing loans totaled $17.0 million at September 30, 2010, an increase of $684,136 (4.2%) from the preceding quarter end, and 
an increase of $9.4 million (123.3%) from the end of 2009. The ratio of non-performing loans to loans (excluding loans insured by the 
FHA) increased significantly from 1.28% at December 31, 2009 to 4.49% at September 30, 2010 and the ratio of total non-performing 
assets to assets (again excluding loans insured by the FHA) increased from 1.70% at December 31, 2009 to 4.12% at September 30, 2010. 
The increase in both the provision for possible loan losses and non performing loans is primarily the result of specific loan loss 
recognition related to impaired loans resulting from updated appraisals and obligor financial information received in the course of 
preparing for loan maturities which will occur before year end 2010. A substantial portion of the total loan loss provision relates to loans 
secured by raw land and developed residential lots and construction loans, which continue to experience a decline in collateral value. Net 
charge-offs of uncollectible loans totaled $422,649 during the quarter and $456,830 for the year to date period. These amounts represent 
an annualized charge-off rate of .50% and .18%, respectively, of average loans outstanding.  

Each quarter, we use independently developed third party models to apply stress testing to our residential mortgage backed securities 
portfolio. Corporate debt obligations are similarly tested using internally developed models. Based on the results of these stress tests, the 
company identified no additional other-than-temporary losses as of September 30, 2010. 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 achieved a modest two basis point improvement in net interest spread and net interest margin during the third quarter of 2010 
compared to the second quarter, as the yield on assets and the cost of funds both declined slightly. The yield on loans is being negatively 
impacted by increasing non-accrual loans, which reduced the yield on total loans by approximately thirteen basis points for the three 
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months ended September 30, 2010. The improvement for the nine month period ended September 30, 2010 compared to September 30, 
2009 was more pronounced with a 59 basis point improvement in interest spread and a 51 basis point improvement in margin. Between 
September 30, 2009 and September 30, 2010, the cost of interest bearing liabilities fell from 2.79% to 1.98%. Net interest income 
increased from $3.5 million in the second quarter to $3.6 million in the third quarter of this year. Absent a change in the current interest 
rate environment, we expect marginal improvement in net interest spread and margin during the remainder of 2010. Net interest margin 
for the third quarter was 3.39%, an increase of .11% from the 3.18% achieved in the preceding third quarter. 

The following chart shows sequential changes in the amount of loans outstanding: 
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The decline in total loans for the quarter ended September 30, 2009 includes $35.0 million in loans sold in connection with the sale of the 
Brentwood branch in Brentwood Tennessee. 

Net interest income for the quarter ended September 30, 2010 totaled $3.6 million compared to $3.5 million for the quarter ended 
September 30, 2009.  Net interest spread and net interest margin improved from 3.08% and 3.37% for the quarter ended June 30, 2010 to 
3.10% and 3.39%, respectively, for the quarter ended September 30, 2010. We expect additional improvement in these two metrics over 
the remainder of 2010 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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The improvement in our net interest margin and net interest spread is detailed in the following chart: 
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On a fully-diluted basis, loss per common share for the quarter ended September 30, 2010 was $0.06, compared to income per common 
share of $0.24 for the same quarter in 2009. To our knowledge, there were only 3,000 shares of Magna stock traded during the quarter 
ended September 30, 2010 at a price of $5.75 per share.  

Economic trends.  A number of key economic reports have declared that the recession that began in December of 2007 has come to an 
end, making it one of the longest and deepest recessions since the great depression of 1929. Consensus forecasts of leading economists 
indicate the economic recovery will be slow to materialize.  The impact of this recession on the general health of the U.S. economy, most 
notably the unemployment rate which has leveled out around 10%, is expected to remain weak for many years. Certain economic 
indicators that were beginning to trend positively in the prior quarter have flattened out and become neutral. Consumer confidence, which 
had been trending positively for several months, took an unexpected drop in September 2010 to 48.6, its lowest level since February 
2010, and increased only slightly in October 2010 to 50.2. 

The decline in consumer confidence coupled with worse than expected jobs reports have led to increased fear of a double dip recession. 
Bank failures continue above historical levels. Through October 22, 2010, 139 banks have failed, compared to 140 and 25 bank failures in 
all of 2009 and 2008, respectively. In 2009, the FDIC’s deposit insurance reserve fund dipped to its lowest level since 1994 and a three 
year prepayment of bank insurance premiums was implemented in the fourth quarter of 2009 to increase the reserve fund. The reserve 
fund has been depleted by bank failures over the last three years even with the special assessments and 3 year prepayment, and it is 
expected that the FDIC will take additional steps in the future to maintain adequate reserves via additional special assessments or other 
means. Core inflation remains muted and the FOMC maintained its accommodative posture by leaving the targeted federal funds rate at 
0% to .25%. No increase in the short term targeted rate is expected during the remainder of 2010. The liquidity measures enacted by the 
Federal Reserve have kept mortgage rates at historic lows and spread in U.S. agency securities historically tight to the treasury curve. The 
following chart depicts the shape of the yield curve over the last five quarters: 
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Regulatory reform.  The passage of the Dodd-Frank Wall Street Reform (“DFR”) and Consumer Protection Act (“CPA”) will, to a large 
extent, reshape the financial services industry. Final regulations for implementing these reforms are currently being written. Management 
expects the DFR will require changes in pricing services and products going forward. The CPA calls for a new Consumer Financial 
Protection Bureau. The Company believes the bureau has the opportunity to simplify consumer disclosures and provide customers with 
an easier way to understand costs and compare products and services. A potentially significant impact the passage of the DFR may have 
on the company is the abolishment of the Office of Thrift Supervision (“OTS”). The DFR calls for the OTS to wind down its operations 
and merge its functions into the Office of the Comptroller of the Currency (“OCC”) and the Federal Reserve Board. As of July 21, 2011, 
the agency will formally transfer its authority over thrift holding companies to the Fed while the OCC will supervise all federal thrifts, 
including Magna. The OTS officially dissolves 90 days later.  

The recently proposed Basel III rules primarily impact the level and type of capital a financial institution must maintain as well as the 
level of liquidity a financial institution must maintain based on the Liquidity Coverage Ratio. The Basel III rules will be phased in over 
five years beginning in 2013. The company believes we are positioned well from both a capital and liquidity prospective to meet the 
Basel III requirements as well as the additional regulatory requirements from the passage of the DFR and CPA discussed above; however, 
the regulatory reforms are in the early stages of implementation by the U.S. banking regulators and the ultimate impact on the company is 
not completely known at this time. 

Actual and expected consequences.  At the end of the first and second quarters of 2010, we communicated our expectation of slight 
improvement in net interest spread and margin 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 in the third quarter of 2010. Assuming rates remain 
stable, we expect a slightly improved net interest margin and spread throughout the remainder of the year; 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.  
 
We are closely monitoring credit quality in both the loan and securities portfolios. We mentioned in our last report that certain residential 
mortgage backed securities were showing signs of increasing delinquency and foreclosure, which might lead to impairment charges; 
however, no additional impairment was recorded in the current quarter. Quarter end analysis of one of those securities did result in 
impairment charges totaling $19,000 in the first quarter of 2010. Magna recorded prior impairment charges of $45,000 and $27,000 on 
this security in the third and fourth quarter of 2009, respectively. These impairment charges reflect the forecasted amount of principal loss 
we expect to incur, as opposed to any actual losses we are currently experiencing. Consequently, the actual amount of loss we incur in the 
future may be higher or lower than what we have recorded. Further deterioration in the performance of the underlying collateral on this 
security or other securities, which did not exhibit any forecasted losses at the end of September, may result in impairment charges in the 
future.  
 
We are actively monitoring the quality of the loan portfolio, especially those loans secured by asset classes that have been most affected 
by the recession. In that regard, we are in regular contact with our borrowers, and attempt to strengthen our collateral position or 
encourage debt reduction as each loan matures. Average loans outstanding for the third quarter of 2010 totaled $329.5 million, a decrease 
of $2.4 million from the prior quarter. Given the trend of deleveraging by both consumers and businesses, we expect to see modest 
growth in the level of loans outstanding during the remainder of 2010. The following chart shows the sequential quarterly change in 
average loans outstanding: 
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In the third quarter of 2010, due primarily to historically low interest rates, which resulted in increased refinance volumes, we experienced 
a 30.1% increase in residential mortgage origination volume, from $88.0 million in the third quarter of 2009 to $114.5 million in the third 
quarter of 2010. Refinance activity increased from 12.8% (68 units) of total origination volume in the third quarter of 2009 to 56.9% (331 
units) in the current quarter. Because of the volatile nature of the mortgage origination business, the expiration of the homebuyers credit, 
and weakness in the national economy (particularly the housing market), it is difficult to project mortgage origination volumes in future 
periods; however, we anticipate refinance activity will continue for the remainder of 2010 if mortgage rates hold in the 4.00% to 4.50% 
range. Mortgage loan origination volume by operating region and non-interest income are presented in subsequent tables.  

Brokerage fee income from our commercial real estate group totaled $19,625 in the third quarter of 2010 and $355,475 year to date. Prior 
period amounts totaled $78,750, which were earned in the second quarter. Activity in commercial real estate brokerage is very volatile 
and the recession, coupled with turmoil in the credit markets, has had a negative impact on the commercial real estate brokerage business.  

Magna gained approval in the first quarter of 2010 to participate in the U. S. government insured Small Business Lending (SBA) 
program. Our commercial lending group hired a vice-president who brings to Magna 20 years experience in SBA and small business 
lending.  We provide SBA loans in addition to traditional commercial loan and cash management services to small and mid-size 
businesses in the Memphis area. Our commercial lending group closed two SBA loans totaling $764,000 and recognized $40,073 in fee 
income in the third quarter of 2010.  

Along with the addition of SBA lending to our product line, we also launched a relationship checking product in 2010 which has 
exceeded our forecasts for both growth and profitability and we added a mobile banking capability for our debit card customers. These 
initiatives have added to our core customer base and will continue to be promoted throughout the remainder of 2010. 

Financial condition analysis.  Total assets were $460.2 million at September 30, 2010 compared to $435.8 million at December 31, 
2009. The carrying value of liquid assets, which include cash, cash equivalents and securities available for sale, increased by $3.4 million 
from year end 2009, to $55.3 million, while securities held to maturity paid down by an additional $601,679. At September 30, 2010, 
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. No securities met the criteria for OTTI recognition in the second or third quarter of 2010 and one of our 
securities met the criteria for OTTI recognition as of March 31, 2010. 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 increased $4.8 million during 2010 primarily as a result of an increase in commercial mortgage loans of $14.1 million and 
other commercial loans of $7.1 million.  Commercial construction loans declined by $10.1 million and consumer construction loans 
declined by $2.9 million. First mortgage consumer loans also declined by $2.9 million during 2010. 

Total non-performing loans increased $684,136 and $9.4 million, respectively, in the third quarter and year to date periods ended 
September 30, 2010.  The significant increase in non-performing loans occurred during the second quarter of 2010, as updated appraisal 
valuations and obligor financial information caused all of the loans associated with one of our largest borrower relationships to be 
classified and deemed impaired due to collateral dependency and lack of borrower financial strength. The loan loss reserve related to 
these specific loans totaled approximately $2.5 million as of the period ended September 30, 2010, and total specific reserves were $3.3 
million. Negotiations are ongoing regarding alternatives which may improve Magna’s assessment of possible loss; there can be no 
assurance that the amount of loss we have recognized will be the amount of loss realized. 
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The Company is proactively monitoring our loan portfolio for impairment. The following table summarizes non-performing and past due 
loans as of September 30, 2010 and December 31, 2009: 

September 30, 2010 December 31, 2009
Non-accrual loans:
Recorded investment with related allowance for credit losses:
Single family residential, first mortgage, without insurance 255,000$                  40,000$                      
Junior Mortgage, Primarily HELOC 186,000                    -                             
Loans secured by land 2,489,612                 -                             
Recorded investment without related allowance for credit losses:
Single family residential, first mortgage, with insurance 661,825                    604,560                      
Single family residential, first mortgage, without insurance 3,032,064                 2,392,637                   
Single family residential, junior mortgage, without insurance 280,617                    166,683                      
Loans secured by land 5,448,391                 476,462                      
Commercial loans 150,124                    283,278                      
Residential construction 1,850,633                 -                             
    Total non-accrual loans 14,354,266               3,963,620                   
Past due 90 or more days and still accruing interest:

Single family residential, first mortgage, FHA/VA insured 2,670,709                 3,606,739                   
Single family residential, first mortgage, without insurance -                            52,813                        
    Total loans past due and still accruing interest 2,670,709                 3,659,552                   
Total non-performing loans 17,024,975$             7,623,172$                 
Average non-performing loans 11,860,189$             7,515,243$                 

Non-performing loans as a % of total loans 5.13% 2.33%
Non-performing loans exclusive of FHA/VA insured loans 14,354,266$             4,016,434$                 

Non-performing loans as a % of total loans, excluding FHA/VA insured loans 4.49% 1.28%
Non-performing assets 21,157,554$             10,789,180$               
Non-performing assets as a % of total assets 4.60% 2.48%
Non-performing assets exclusive of FHA/VA insured loans 18,486,845$             7,182,442$                 
Non-performing assets as a % of total assets exclusive of FHA/VA insured loans 4.12% 1.70%  

 
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 borrower 
financial condition, further deterioration in collateral values or worsening economic conditions.   
 
The following table summarizes the components of the allowance for loan losses at September 30, 2010 and December 31, 2009. 
 

September 30, 
2010

%  of oustanding 
balance (1)

December 31, 
2009

%  of oustanding 
balance (1)

One-to-four family residential 918,759$                1.37% 641,800$               0.94%
Construction and land development 894,953                  2.58% 999,954                 2.09%
Other, primarily revolving home equity 1,495,476               2.72% 1,228,511              2.24%
Commercial real estate 4,816,578               3.67% 1,953,591              1.67%
Commercial & Industrial 408,022                  1.39% 297,245                 1.33%
Consumer 36,113                    1.64% 53,630                   1.96%
Total 8,569,901$             2.68% 5,174,731$            1.65%

1: Denominator excludes FHA/VA loans in the one-to-four family residential category totaling $11.8 million and $14.0 
million at September 30, 2010 and December 31, 2009, respectively,  losses from which are charged to the FHA/VA 
reserve.  
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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. 

In view of the general depreciation of real estate values over the past two years, one of the LPOC’s risk management initiatives is to 
reduce Magna’s investment in real estate secured loans with high LTV ratios, generally greater than 90%, to no more than 100% of 
capital. The ratio of high LTV loans to total capital was 91% at September 30, 2009, 86% at December 31, 2009, and 69% at September 
30, 2010. These high LTV percentages may not reflect current LTV ratios because the ratios are calculated using the value from the last 
appraisal performed, which may be an older appraisal that does not reflect an accurate current value given the general decline in real 
estate values.  

Magna has originated certain mortgage loans for its portfolio which were based on limited or unverified documentation relating to 
borrower income or assets (“Low Doc” loans). Low Doc loans exhibit a higher risk of loss due to the unsubstantiated nature of the 
borrower’s ability to repay but were limited to borrowers with very high credit scores, considered a reliable measure of ability and intent 
to meet the loan’s terms. Low Doc loans totaled approximately $8.8 million of the Bank’s single family mortgage portfolio as of 
September 30, 2010. Magna no longer originates Low Doc loans. 

Another category of high risk loans include so-called “Option ARM” loans which are: 

1. Adjustable rate loans with low “teaser” interest rates that reset without limit at the expiration of the teaser period, 
2. Adjustable rate loans that allow the borrower to skip payments, pay interest only, or choose the amount of the payment to make, 

or 
3. Loans that allow the borrower to pay less than the amount of interest due each month, with the shortfall being added back into 

the loan balance and thus increasing the total debt (negative amortizing loans). 

Magna has not originated Option ARM loans for its portfolio. 

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 plus loan loss 
reserves.  As of September 30, 2010, the amount loaned under both Programs totaled approximately $16.1 million, or approximately 26% 
of total capital plus loan loss reserves. 

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 $9.5 million at September 30, 2010 compared to $10.4 
million at December 31, 2009. The net decrease resulted from $2.6 million of amortization and impairment charges offset by $1.6 million 
of new purchased or capitalized servicing rights.  

At September 30, 2010, the Company serviced 8,228 residential first mortgage loans totaling $981.6 million for third party investors 
compared to 8,434 loans totaling $985.4 million at December 31, 2009.  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 quarterly basis and as of September 30, 2010, there was $750,000 of unrecovered impairment in the value of the residential mortgage 
servicing portfolio.  

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

September 30, 2010 December 31, 2009
Number of loans serviced for others 8,228                                 8,434                              
Unpaid principal balance of loans serviced for others 981,567,157$                    985,431,793$                 
Average balance per loan 119,296$                           116,840$                        
Weighted average servicing fee 0.291% 0.296%
Weighted average mortgage note rate 5.58% 5.82%
Net book value of servicing rights 9,382,817$                        10,298,437$                   
Net book value as a multiple of annual servicing fee 3.29                                   3.53                                 
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Total liabilities increased $24.6 million during the nine months ended September 30, 2010. Customer deposits accounted for the majority 
of the increase in total liabilities with growth of $13.6 million, including $13.3 million of growth in transaction accounts, savings account 
growth of $9.8 million, which was offset by a decline in time deposits of $9.5 million, and seasonal growth in servicing escrow accounts 
of $12.5 million. Brokered deposits of $19.5 million declined by $1.0 million from the year ended December 31, 2009. Borrowings of 
$63.0 million were unchanged from December 31, 2009.  

The following tables present total deposits by type and percentage of total deposits for the most recent five quarters: 

                                  As of the quarter ended

Sep-10 Jun-10 Mar-10 Dec-09 Sep-09
  Non-interest bearing 17,968,357$        17,178,190$      16,878,252$     16,456,767$      16,764,193$       
  Escrow Accounts 22,918,225          17,379,422        12,823,240       10,431,503        18,651,668         
  Interest bearing transaction 68,391,806          66,240,182        57,397,886       56,589,820        54,009,933         
  Savings 78,944,414          68,372,346        69,526,803       69,184,820        69,371,790         
  Time deposits 132,993,064        151,222,408      150,501,462     142,498,702      141,687,177       
  Brokered deposits 19,543,000          20,543,000        20,543,000       20,543,000        25,045,000         

      Total deposits 340,758,866$      340,935,548$    327,670,643$   315,704,612$    325,529,761$     

                       Percent of total deposits at quarter ended
Sep-10 Jun-10 Mar-10 Dec-09 Sep-09

  Non-interest bearing 5.3% 5.0% 5.2% 5.2% 5.1%
  Escrow Accounts 6.7% 5.1% 3.9% 3.3% 5.7%
  Interest bearing transaction 20.1% 19.4% 17.5% 17.9% 16.6%
  Savings 23.2% 20.1% 21.2% 21.9% 21.3%
  Time deposits 39.0% 44.4% 45.9% 45.1% 43.5%
  Brokered deposits 5.7% 6.0% 6.3% 6.5% 7.7%
      Total deposits 100.0% 100.0% 100.0% 100.0% 100.0%  

 

The following table sets forth the maturities of interest-bearing deposits at September 30, 2010 and December 31, 2009: 

Maturing within: Amount
Average 

Rate
% of 
total Amount

Average 
Rate

% of 
total

One year 100,867,628$  1.84% 33.6% 105,801,109$  2.12% 36.5%
Two years 26,762,981      2.41% 8.9% 29,573,051      2.62% 10.2%
Three years 7,214,961        2.47% 2.4% 10,427,621      2.96% 3.6%
Four years 1,349,549        2.87% 0.5% 199,221           3.67% 0.1%
Five years 613,338           2.83% 0.2% 1,290,700        3.20% 0.5%

 Subtotal time deposits 136,808,458    2.00% 45.5% 147,291,700    2.29% 50.9%
Interest bearing deposits with no stated 
maturity 163,086,220    1.09% 54.5% 141,524,640    1.35% 49.1%
Total interest-bearing deposits 299,894,678$ 1.51% 100.0% 288,816,340$ 1.83% 100.0%

At September 30, 2010 At December 31, 2009

 
 
 

 

 

 



 
 
 
 
 

24 

The maturities of time deposits, including certificates of deposit, with balances of $100,000 or greater by time remaining until maturity 
are as follows: 

Balance
Average 

Rate
% of 
total Balance

Average 
Rate

% of 
total

Due in three months or less 21,278,730$    1.84% 26.0% 10,096,018$    2.31% 11.6%
Due after three through six months 17,420,800      2.10% 21.3% 11,842,488      2.02% 13.7%
Due after six through twelve months 23,486,996      1.78% 28.7% 38,176,731      2.05% 44.2%
Due after twelve months 19,566,235      2.56% 23.9% 26,322,671      2.70% 30.5%

81,752,762$    2.05% 100.0% 86,437,907$    2.28% 100.0%

Percent of total deposits 24.0% 27.4%

At September 30, 2010 At December 31, 2009

 
 

At September 30, 2010, the Company’s loan-to-deposit ratio excluding loans held for sale was 97.3% compared to 103.5% at December 
31, 2009, the result of deposit growth exceeding loan growth by $20.2 million during 2010. Liquidity provided by deposit growth in 
excess of loan growth, net proceeds from sales of securities and principal pay-downs on securities was primarily invested in cash and cash 
equivalents, which increased by $18.2 million from December 31, 2009 to September 30, 2010. The loan-to-deposit ratio is a useful 
measure of a Bank’s liquidity indicating the percentage of a bank's loans funded through deposits. A decrease in the ratio may indicate 
that a bank has more of a cushion to fund its growth and to protect itself against a sudden decline of funding sources. 

Total shareholders' equity as of September 30, 2010 and December 31, 2009 was $53.1 million and $53.3 million, respectively. Changes 
in equity were due to a net loss attributable to common shareholders for the nine month period ended September 30, 2010 and a decrease 
in accumulated other comprehensive loss of $576,439, which represents the after tax effect of the increase in the market value of the 
Bank’s available-for-sale securities portfolio and changes in the non credit components of securities with recorded OTTI. 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 11.54% at September 30, 2010 compared to 12.24% at December 31, 2009.  At September 30, 
2010, Magna’s regulatory core capital and total risked based capital ratios were 11.7% and 15.6% respectively, compared to 12.6% and 
16.1% at December 31, 2009. These ratios exceed minimum regulatory levels at September 30, 2010 and December 31, 2009 and place 
Magna in the “well-capitalized” category as of both dates. 
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Results of operation – three and nine months ended September 30, 2010 and 2009.  Interest income, including dividends earned on 
FHLB stock, for the three months ended September 30, 2010, was $5.4 million, a $505,843 million decrease from 2009. Overall, average 
asset yield decreased by 23 basis points to 5.02%, while the yield on the loan portfolio remained flat at 5.41%. Interest expense decreased 
$587,710 to $1.7 million for the third quarter of 2010 compared to the year earlier period.  The average rate incurred on interest bearing 
liabilities decreased by 52 basis points to 1.92%. Net interest income for the quarter ended September 30, 2010 was $3.7 million 
compared to $3.6 million for 2009, an $81,867 (2.3%) increase. Net interest margin increased by 11 basis points and was attributable to 
an average interest earning asset decline of $19.0 million combined with the increase in net interest income. 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 September 30, 2010 and 2009: 

Average 
Balance

Interest 
Income/ 
Expense

Average 
Rate

Average 
Balance

Interest 
Income/ 
Expense

Average 
Rate

ASSETS
Short-term investments 19,179,709$      11,988$           0.25% 12,498,275$   8,689$          0.28%
Securities available-for-sale 33,509,644        379,857           4.53% 45,112,866     633,128        5.61%
Securities held-to-maturity 8,447,002          96,460             4.57% 10,633,613     128,181        4.82%
Total securities 41,956,646        476,317           4.54% 55,746,479     761,309        5.46%
Loans held for sale 28,670,890        310,352           4.33% 23,326,017     294,305        5.05%
Commercial Loans:
 Mortgage 135,722,641      1,901,316        5.60% 122,051,525   1,686,182     5.53%
 Construction 27,063,298        315,446           4.66% 45,368,605     516,116        4.55%
 Other 28,185,070        367,575           5.22% 25,944,766     323,691        4.99%
Consumer Loans:
 First Mortgage 76,193,266        1,106,628        5.81% 85,282,567     1,310,866     6.15%
 Junior Mortgage, Primarily HELOC 55,675,835        694,613           4.99% 59,089,931     777,043        5.26%
 Construction 12,474,456        148,930           4.78% 13,985,969     147,185        4.21%
 Other 2,307,147          31,115             5.39% 3,150,447       39,774          5.05%
Total loans 337,621,713      4,565,623        5.41% 354,873,810   4,800,857     5.41%
Investment in Federal Home Loan Bank 3,981,400          44,668             4.49% 3,981,400       49,631          4.99%
Total interest earning assets 431,410,358      5,408,948        5.02% 450,425,981   5,914,791     5.25%
Non interest earning assets 32,776,845        30,510,575     
Total assets 464,187,203$    480,936,556$ 
LIABILITIES
  Interest bearing transaction accounts 64,992,006$      170,742           1.05% 56,504,594$   177,687        1.26%
  Savings deposits 72,679,419        220,069           1.21% 71,973,870     302,448        1.68%
  Customer Time deposits 144,295,457      754,370           2.09% 148,406,309   1,039,505     2.80%
  Brokered deposits 20,309,667        48,916             0.96% 32,281,785     144,786        1.79%
Total deposits 302,276,549      1,194,097        1.58% 309,166,558   1,664,426     2.15%
Federal funds purchased and other short-
term borrowings 10,753               21                    0.78% 77,778            96                 0.49%
Term FHLB Advances 63,000,000        556,398           3.53% 74,066,667     673,704        3.64%
Total interest bearing liabilities 365,287,302      1,750,516        1.92% 383,311,003   2,338,226     2.44%
Non interest bearing liabilities 45,176,447        40,206,457     
Shareholders' equity 53,723,454        57,419,096     
Total liabilities and shareholders' equity 464,187,203$    480,936,556$ 
Net interest income/net interest spread 3,658,432$     3.10% 3,576,565$   2.81%
Net interest margin 3.39% 3.18%

Three Months Ended September 30,
2010 2009
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The following table shows the components of each change attributable to rate and volume variances for the three months ended 
September 30, 2010 and 2009.  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 (952)$               4,251$            3,299$            
Securities available-for-sale (108,345)          (144,926)         (253,271)         
Securities held-to-maturity (6,468)              (25,253)           (31,721)           
Total securities (114,813)        (170,179)        (284,992)        
Loans held for sale (45,476)            61,523            16,047            
Commercial Loans:
 Mortgage 23,912             191,222          215,134          
 Construction 12,400             (213,070)         (200,670)         
 Other 15,102             28,781            43,884            
Consumer Loans:
 First Mortgage (69,602)            (134,636)         (204,238)         
 Junior Mortgage, Primarily HELOC (38,753)            (43,676)           (82,430)           
 Construction 18,605             (16,860)           1,745              
 Other 2,566               (11,225)           (8,659)             
Total loans (35,771)            (199,463)         (235,234)         
Investment in Federal Home Loan Bank (4,963)              -                  (4,963)             
Total change in interest income (201,974)          (303,868)         (505,843)         
Interest bearing liabilities:
Interest bearing transaction accounts (31,539)            24,594            (6,945)             
Savings deposits (85,316)            2,937              (82,379)           
Customer Time deposits (257,060)          (28,075)           (285,135)         
Brokered deposits (53,230)            (42,639)           (95,870)           
Total deposits (427,146)          (43,183)           (470,329)         
Federal funds purchased and other short-
term borrowings 36                    (111)                (75)                  
Term FHLB Advances (19,092)            (98,214)           (117,306)         
Total change in interest expense (446,202)        (141,508)        (587,710)        
Increase in net interest income 244,227$        (162,361)$       81,867$         

Increase (decrease) due to
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Interest income, including dividends earned on FHLB stock, for the nine months ended September 30, 2010, was $16.0 million, a $2.8 
million decrease from 2009.  Overall, average asset yield decreased by 23 basis points to 5.06%, while the yield on the loan portfolio 
increased by 4 basis points to 5.40%. Interest expense decreased by $3.3 million to $5.4 million for the nine months ended September 30, 
2010 compared to the year earlier period.  The average rate incurred on interest bearing liabilities decreased by 81 basis points.  Net 
interest income for the year to date period ended September 30, 2010 was $10.7 million compared to $10.2 million for 2009, a $470,903 
(4.6%) increase. Net interest margin increased 51 basis points.  The following table summarizes the average yields earned on interest 
earning assets and the average rates paid on interest bearing liabilities for the nine months ended September 30, 2010 and 2009: 

Average 
Balance

Interest 
Income/ 
Expense

Average 
Rate

Average 
Balance

Interest 
Income/ 
Expense

Average 
Rate

ASSETS
Short-term investments 18,051,601$      33,543$           0.25% 6,551,146$       13,327$           0.27%
Securities available-for-sale 39,780,582        1,419,904        4.76% 47,475,284       2,033,939        5.71%
Securities held-to-maturity 8,646,569          299,419           4.62% 11,045,562       447,713           5.40%
Total securities 48,427,151        1,719,323        4.73% 58,520,846       2,481,652        5.65%
Loans held for sale 21,759,141        753,192           4.62% 27,189,141       990,669           4.86%
Commercial Loans:
 Mortgage 125,146,800      5,173,220        5.51% 128,124,175     5,193,763        5.40%
 Construction 31,042,105        1,153,293        4.95% 47,363,772       1,671,355        4.71%
 Other 25,394,842        959,999           5.04% 29,880,506       1,056,203        4.71%
Consumer Loans:
 First Mortgage 77,742,991        3,459,712        5.93% 88,771,343       4,156,230        6.24%
 Junior Mortgage, Primarily HELOC 54,931,035        2,057,902        5.00% 66,165,761       2,542,304        5.12%
 Construction 14,161,859        501,596           4.72% 15,505,988       478,414           4.11%
 Other 2,483,760          98,589             5.29% 3,218,384         126,201           5.23%
Total loans 330,903,392      13,404,311      5.40% 379,029,929     15,224,470      5.36%
Investment in Federal Home Loan Bank 3,981,400          134,004           4.49% 3,957,154         137,127           4.62%
Total interest earning assets 423,122,685      16,044,373      5.06% 475,248,216     18,847,245      5.29%
Non interest earning assets 32,146,955        30,307,584       
Total assets 455,269,640$    505,555,800$   
LIABILITIES
  Interest bearing transaction accounts 59,116,177$      484,792           1.09% 59,394,974$     741,908           1.67%
  Savings deposits 70,114,386        686,573           1.31% 64,873,698       1,009,240        2.07%
  Customer Time deposits 147,635,201      2,394,583        2.16% 166,413,419     4,082,026        3.27%
  Brokered deposits 20,466,077        146,574           0.95% 43,243,473       773,091           2.38%
Total deposits 297,331,841      3,712,522        1.66% 333,925,564     6,606,265        2.64%
Federal funds purchased and other short-
term borrowings 1,362,637          1,532               0.15% 3,795,128         16,737             0.59%
Term FHLB Advances 63,000,000        1,651,052        3.49% 74,664,835       2,015,879        3.60%
Total interest bearing liabilities 361,694,478      5,365,106        1.98% 412,385,527     8,638,881        2.79%
Non interest bearing liabilities 39,591,225        37,983,049       
Shareholders' equity 53,983,937        55,187,224       
Total liabilities and shareholders' equity 455,269,640$    505,555,800$   
Net interest income/net interest spread 10,679,267$   3.08% 10,208,364$    2.49%
Net interest margin 3.37% 2.86%

2010 2009
Nine Months Ended September 30,
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The following table shows the components of each change attributable to rate and volume variances for the nine months ended September 
30, 2010 and 2009.  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 (1,249)$            21,465$              20,216$           
Securities available-for-sale (311,482)          (302,553)             (614,035)         
Securities held-to-maturity (59,533)            (88,761)               (148,294)         
Total securities (371,015)        (391,314)            (762,329)        
Loans held for sale (47,538)            (189,939)             (237,477)         
Commercial Loans:
 Mortgage 101,439           (121,982)             (20,543)           
 Construction 84,282             (602,344)             (518,062)         
 Other 69,883             (166,087)             (96,204)           
Consumer Loans:
 First Mortgage (198,453)          (498,065)             (696,518)         
 Junior Mortgage, Primarily HELOC (62,128)            (422,274)             (484,402)         
 Construction 66,920             (43,738)               23,182             
 Other 1,530               (29,142)               (27,612)           
Total loans 63,473             (1,883,632)          (1,820,159)      
Investment in Federal Home Loan Bank (3,959)              836                     (3,123)             
Total change in interest income (360,288)          (2,442,584)          (2,802,872)      
Interest bearing liabilities:
Interest bearing transaction accounts (253,650)          (3,466)                 (257,116)         
Savings deposits (398,789)          76,122                (322,667)         
Customer Time deposits (1,265,814)       (421,629)             (1,687,443)      
Brokered deposits (333,475)          (293,042)             (626,517)         
Total deposits (2,251,728)       (642,015)             (2,893,743)      
Federal funds purchased and other short-
term borrowings (8,174)              (7,031)                 (15,205)           
Term FHLB Advances (57,665)            (307,162)             (364,827)         
Total change in interest expense (2,317,567)     (956,208)            (3,273,775)     
Increase in net interest income 1,957,279$     (1,486,376)$        470,903$        

Increase (decrease) due to

 
 

 
Magna recorded a provision for loan losses of $1.7 million in the third quarter of 2010 compared to $46,211 in 2009. The 2010 year to 
date provision of $3.9 million includes approximately $3.3 million of specifically identified losses and approximately $600,000 of general 
provisions. At September 30, 2010 and December 31, 2009, respectively, the non-specific component of the allowance for loan losses 
totaled $5.3 million. The non-specific component of the allowance for loan losses includes an amount related to the general economic 
environment, as measured by the trend observed in twelve national and local economic metrics. This factor is assessed on a scale of 1 
(very positive environment) to 7 (very negative environment), with a 1 rating decreasing the general allowance by 15% and a 7 rating 
increasing the allowance by 20%. At September 30, 2010, the trend in the above described economic metrics resulted in no change in the 
environmental factor of 6.5 from the previous quarter end. The environmental factor of 6.5 results in an increase in the allowance for loan 
losses of 17.5% or $725,100 as of September 30, 2010. Management considers the level of the allowance for loan losses to be adequate 
based upon our current assessment of the portfolio and the economy. 
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Total non-interest income, which is sourced primarily from mortgage banking, mortgage servicing, and loan brokerage and SBA fees, 
totaled $3.0 million and $7.9 million for the three and nine months ended September 30, 2010 compared to $4.4 million and $11.3 million 
for the three and nine months ended September 30, 2009. The amounts reported for 2009 include the profit from the sale of the 
Brentwood branch and the negative impact of other than temporary impairment charges on securities. The following table shows the 
components of net non-interest income for the three and nine month periods ended September 30, 2010 and 2009. For purposes of this 
table, amortization expense and impairment or 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
2010 2009 (Decrease) 2010 2009 (Decrease)

Mortgage banking 2,968,195$            2,194,877$          773,318$      6,692,774$              7,454,341$          (761,567)$        
Mortgage servicing, net (113,801)                442,404               (556,205)       199,328                   1,746,059            (1,546,731)       
Loan brokerage and SBA fees 59,698                   -                       59,698          395,548                   78,750                 316,798           
OTTI on securities -                         (138,000)              138,000        -                          (138,000)              138,000           
Gain on branch sale -                         1,756,559            (1,756,559)    -                          1,756,559            (1,756,559)       
Other income 111,825                 159,788               (47,963)         574,973                   435,332               139,641           

3,025,917$            4,415,628$          (1,389,711)$  7,862,623$              11,333,041$        (3,470,418)$     

Three months ended September 30, Nine months ended September 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. Magna closed our mortgage 
origination offices in Little Rock, Arkansas and Chattanooga, Tennessee on July 30, 2010 as a result of a change in Crye-Leike’s 
operating strategy. The closing of these mortgage origination offices is not expected to have a material impact on the consolidated 
financial statements, and the impact of closing these office can be see in the tables below. In October, our Nashville region hired an 
experienced renovation lender who specializes in 203K loans. The addition of this division is expected to offset a portion of the lost 
volume from the closed offices. The following tables summarize changes in mortgage loan origination volume, by operating region, for 
the periods indicated: 

 Memphis  Nashville  Little Rock  Chattanooga  Total 

Three months ended September 30:
2009 50,930,596$      20,972,199$     7,888,395$        8,183,595$        87,974,785$        
2010 81,870,755        25,830,848       3,967,358          2,806,032          114,474,993        

Increase (decrease): 30,940,159$      4,858,649$       (3,921,037)$      (5,377,563)$       26,500,208$        

Percent Change 60.7% 23.2% -49.7% -65.7% 30.1%

 Memphis  Nashville  Little Rock  Chattanooga  Total 

Nine months ended September 30:
2009 205,995,448$    73,813,307$     27,980,886$      22,971,419$      330,761,060$      
2010 173,960,306      57,314,803       12,579,401        14,563,367        258,417,877        

Increase (decrease): (32,035,142)$     (16,498,505)$    (15,401,485)$    (8,408,052)$       (72,343,183)$      

Percent Change -15.6% -22.4% -55.0% -36.6% -21.9%  
 
Mortgage loan origination volume is volatile and fluctuates from period to period based largely on the number loans originated for the 
purpose of refinancing existing home loans. Total origination production for the third quarter and year to date periods of 2010 and 2009 is 
broken down between purchase and refinance volume as follows: 
 

Purchase money mortgage 251 43.1% 462 87.2% 986 68.8% 1,179 66.0%
Refinance mortgage 331 56.9% 68 12.8% 447 31.2% 608 34.0%
 Total units produced 582 100.0% 530 100.0% 1,433 100.0% 1,787 100.0%

Nine months ended September 30,
2010 2009

Three months ended September 30,
2010 2009

 
 



 
 
 
 
 

30 

Our residential mortgage production division relies heavily on our affiliation with the Crye-Leike realtor network. The mortgage division 
operates in production offices that are leased from Crye-Leike or Crye-Leike affiliated entities. Many of these offices are leased on a 
month-to-month basis. Magna has sourced from Crye-Leike approximately 65% and 62% of its total mortgage loan origination volume 
for the nine months ended September 30, 2010 and 2009, respectively, largely due to the marketing efforts and positioning of loan 
officers in prime locations for mortgage origination activity. 
 
We have had a cooperative marketing agreement in place with Crye-Leike since 2004, for which we pay an equitable annual fee for 
marketing and promotional services. The marketing agreement was amended in the first quarter of 2010 to increase its term from one year 
to three years and to add a termination clause that allows the non-selling party to terminate the agreement and receive a $250,000 fee if 
the other party experiences a change in control. While we believe the marketing agreement, coupled with the leases in the Crye-Leike 
offices, enhances our ability to derive loans from Crye-Leike agents, there is no exclusive mortgage origination arrangement between the 
two companies; therefore, we can provide no assurance that historical mortgage origination volume derived from the Crye-Leike 
relationship will continue in the future. 
 
In addition to residential mortgage banking activities, the Company operates a commercial real estate mortgage banking group whose 
investors include life insurance companies and Freddie Mac.  This group originated $3.9 million for the brokered market during the third 
quarter of 2010 and $28.1 million for the year to date period. Originations of brokered loans totaled $10.5 million in 2009, all of which 
closed in the second quarter of 2009. Total brokerage fees earned in 2009 were $78,750 compared to $19,625 and $355,475 for the three 
and nine months ended September 30, 2010. Our commercial lending group closed two SBA loans totaling $764,000 and recognized 
$40,073 in fee income in the third quarter of 2010.  

Another significant component of non-interest income is mortgage loan servicing, both commercial and residential.  Gross fees and direct 
(non-operating) expenses related to these two areas for the three and nine months ended September 30, 2010 and 2009, are shown in the 
following table (an impairment charge of $600,000 in the second quarter of 2010 and recoveries of $660,000 and $400,000 in the first and 
second quarters of 2009, respectively, increase or decrease servicing asset amortization for the three and nine month periods presented, 
respectively): 

Residential Commercial Total Residential Commercial Total
2009

Gross servicing fees 746,563$       67,947$           814,510$      2,170,920$       205,385$           2,376,305$      
Late charges and other ancilliary revenue 169,273         -                  169,273        495,248            -                     495,248           
  Gross servicing revenue 915,836         67,947             983,783        2,666,168         205,385             2,871,554        
Servicing asset amortization 505,217         7,984               513,201        974,709            24,205               998,914           
Guaranty fees and loan pay-off interest 15,624           -                  15,624          50,959              -                     50,959             
Other servicing expenses 12,554           -                  12,554          75,620              -                     75,620             
  Gross servicing expenses 533,395         7,984               541,379        1,101,288         24,205               1,125,493        
     Net servicing revenue 382,441$    59,963$        442,404$   1,564,880$   181,180$        1,746,060$   

2010
Gross servicing fees 716,848$       79,487             796,335$      2,167,193$       223,617             2,390,810        
Late charges and other ancilliary revenue 153,751         -                  153,751        514,032            -                     514,032           
  Gross servicing revenue 870,599         79,487             950,086        2,681,225         223,617             2,904,842        
Servicing asset amortization 1,013,635      7,740               1,021,375     2,554,001         23,405               2,577,406        
Guaranty fees and loan pay-off interest 23,038           -                  23,038          51,452              -                     51,452             
Other servicing expenses 19,474           -                  19,474          76,656              -                     76,656             
  Gross servicing expenses 1,056,147      7,740               1,063,887     2,682,109         23,405               2,705,514        
     Net servicing revenue (185,548)$   71,747$        (113,801)$  (884)$             200,212$        199,328$      

Increase (decrease)
Gross servicing fees (29,715)$        11,540             (18,175)         (3,727)$            18,232               14,505             
Late charges and other ancilliary revenue (15,522)          -                  (15,522)         18,784              -                     18,784             
  Gross servicing revenue (45,237)          11,540             (33,697)         15,057              18,232               33,289             
Servicing asset amortization 508,418         (244)                508,174        1,579,292         (800)                   1,578,492        
Guaranty fees and loan pay-off interest 7,414             -                  7,414            493                   -                     493                  
Other servicing expenses 6,920             -                  6,920            1,036                -                     1,036               
  Gross servicing expenses 522,752         (244)                522,508        1,580,822         (800)                   1,580,022        
     Net servicing revenue (567,989)$   11,784$        (556,205)$  (1,565,764)$  19,032$          (1,546,732)$  

Three months ended September 30, Nine months ended September 30,
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Non-interest expense increased during the three-month period ended September 30, 2010 compared to 2009 primarily due to increases in 
commission expense associated with higher mortgage volume and increases in amortization expense of mortgage servicing rights due to 
the increase in mortgage refinance activity. Non-interest expenses declined during the nine-month period ended September 30, 2010 
compared to 2009, primarily due to lower bonus expense, lower occupancy and equipment expense due to the closing of several mortgage 
origination offices in Arkansas and East Tennessee on July 31, 2010, and to the FDIC insurance special assessment of $230,000 and debt 
prepayment penalty of $504,866, both of which occurred in 2009. These expense improvements were partially offset by increases in the 
costs associated with revaluation and maintenance of foreclosed real estate, which has increased significantly over 2009. 
The following table summarizes the components of occupancy and equipment expense for the three and nine months ended September 
30, 2010 and 2009: 

2010 2009 2010 2009
Rent & office occupancy 458,011$       481,901$         1,377,161$   1,461,781$       
Maintenance & repairs 61,488           52,312             163,995        152,433            
Depreciation expense 152,497         199,208           454,730        612,377            
Telecommunications 18,805           30,563             57,747          92,895              
Total occupancy and equipment expense 690,801$       763,984$         2,053,633$   2,319,486$       

Three Months Ended 
September 30,

Nine Months Ended 
September 30,

 
 

The following table summarizes the components of other expense for the three and nine months ended September 30, 2010 and 2009: 

2010 2009 2010 2009
Data processing 265,806$       233,520$         795,223$      702,152$          
Printing and office supplies 30,513           32,339             120,480        142,130            
Directors' Fees 71,525           57,750             219,300        200,250            
Postage, shipping and delivery 51,148           52,410             172,796        164,607            
Travel and entertainment 41,020           45,954             135,968        120,809            
Bank fees and service charges 39,808           44,697             117,348        123,260            
Provision for loan repurchase and FHA/VA claim losses 100,600         134,000           377,100        288,000            
Other 140,185         124,621           401,102        386,660            
   Total other expense 740,605$       725,291$         2,339,317$   2,127,868$       

Nine Months Ended 
September 30,

Three Months Ended 
September 30,

 
Income taxes.  The primary differences between the Company’s effective income tax rate and the federal corporate income tax rate are 
the effect of state income taxes and certain expenses which are 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. Based upon the level of historical taxable income and projections for future taxable income over the periods in which the 
deferred tax assets are deductible, management believes it is more likely than not that the Company will realize the benefits of these 
deferred deductible differences 
 
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 non-consolidated special purpose entity (“SPE”), may have unfulfilled commitments to extend 
credit, as in the case of un-drawn lines of credit, or may take the form of standby or contingent obligations to perform, as in the case of 
letters of credit. Some unrecorded financial assets and liabilities exist only as options embedded within a 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. The total amount of un-drawn lines and letters of credit are presented in the following table: 
 

September 30, 2010 December 31, 2009
Commitments under:
Undisbursed term loans 10,130,663$                 11,189,381$                   
Undrawn revolving lines of credit 42,502,976                   42,017,994                     
Undrawn letters of credit 7,262,827                     4,619,449                       

59,896,466$                 57,826,824$                    
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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. 
 
Derivative Instruments. The Company may use derivative financial instruments to manage interest rate risk and to facilitate 
asset/liability management strategies. The derivative instruments held by the Company include commitments to fund fixed-rate mortgage 
loans to customers and forward commitments to sell fixed-rate mortgage loans, which are limited internally to $15 million in outstanding 
commitments. Both the commitments to fund fixed-rate mortgage loans and the forward commitments to sell fixed-rate mortgage loans 
are reported at fair value with adjustments being recorded in current period earnings (if material), and are not accounted for as hedges. 
The Company enters into interest rate swaps or caps to manage interest risk and is approved for $25 million in outstanding contracts.   
 
Liquidity and capital resources.  For the nine months ended September 30, 2010, the Company’s operating activities used $16.5 million 
of available cash primarily as a result of cash from origination of loans held for sale exceeding proceeds by $10.6 million and a gain on 
sale of mortgage loans of $6.7 million. Investing activities provided $10.0 million in cash consisting primarily of net sales, paydowns, or 
payoffs in securities, which provided $16.5 million. Proceeds from sales of foreclosed real estate provided $2.1 million, but was offset by 
a net increase in loans of $8.4 million. Financing activities provided $24.6 million of available cash due primarily to net deposit growth of 
$25.1 million. 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, the Company may continue to mix borrowings (including brokered deposits) 
and deposits to fund balance sheet growth over the next year. 

In December of 2008, the Company issued and sold $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. The preferred stock 
carries certain restrictions. The preferred stock has a liquidation preference senior to our common stockholders and also provides 
limitations on certain compensation arrangements of executive officers and provides restrictions on dividends. In November of 2009, the 
Company redeemed 3,455 shares of Series A preferred stock and it is our intent to gradually repay the Treasury investment, while still 
remaining well capitalized. The preferred stock qualifies as Tier 1 capital and is presented in shareholders’ equity in the accompanying 
Consolidated Balance Sheet.  

The following table summarizes the principal terms of the offering: 

Series A Series B
Redemption value at date of issuance $13,795,000 $690,000
Less:  Value of shares redeemed (3,455,000)
Redemption value at September 30, 2010 $10,340,000 $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 (or first business day thereafter)
Non-cumulative

 Redeemable in whole or part subject to approval by the Treasury 
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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. Magna’s borrowing capacity 
was reduced by approximately $17 million in the third quarter as a result of a downgrade in our credit rating profile as calculated by the 
FHLB, which is based on four categories including asset quality, capitalization, profitability, and liquidity. The decline in the Company’s 
available borrowing capacity of $36.2 million for the nine months ended September 30, 2010 is the result of a combination of declines in 
pledged loans and securities balances, increased haircuts on pledged assets, which have negatively impacted the borrowing capacity of all 
financial institutions who borrow from the Fed and the FHLB facilities, and the credit rating profile downgrade discussed above. The 
FHLB performs the credit rating profile review of Magna on a semi-annual basis each June and December period end. Total available 
borrowing capacity at September 30, 2010 was $95.0 million, as follows: 

September 30, 2010 December 31, 2009
 Short-term credit facilities:
  Twenty-one days or less (unsecured) 52,300,000                 52,300,000$               
  Up to thirty days (secured) 30,322,131                 33,492,402                 
 Subtotal, short term 82,622,131                 85,792,402                 
  Long term credit facilities (secured) 12,385,978                 45,412,759                 
 Total credit facilities 95,008,109$               131,205,161$              

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 September 30, 2010, the 
percentage of time deposits $100,000 and over to total deposits was 24.0% compared to 27.4% at December 31, 2009.  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.  
 
Management believes the Company is well capitalized, given our risk profile, but internal growth will be moderated due to general 
economic conditions in our market and nationally. We discussed in our Annual Report and Proxy Statement for the year ended December 
31, 2009 that some Memphis based community banks have been negatively impacted by the lingering effects of the recession. Given this 
fact, Magna’s board of directors and executive management will be actively evaluating merger and acquisition opportunities with other 
community banks in the Memphis area in 2010.  
 
Critical Accounting Policies.  During the nine months ended September 30, 2010, there was no significant change in the Company’s 
critical accounting policies and no significant change in the application of critical accounting policies as presented in the Company’s 
Annual Report on Form 10-K for the year ended December 31, 2009. 

 
Item 3. 

Quantitative and Qualitative Disclosures About Market Risk 
 
During the nine months ended September 30, 2010, there were no significant changes to the quantitative and qualitative disclosures 
about market risks presented in the Company’s Annual Report on Form 10-K for the year ended December 31, 2009, except for 
changes in market risks discussed in the “Regulatory reform” section of this report. 
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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 
3(i) Amended and restated charter of Registrant (incorporated by reference to exhibit 3(i) of Magna Bank’s report 

on Form 10-K filed March 31, 2010) 
3(ii) Amended and restated by-laws of Registrant (incorporated by reference to exhibit 3(iv) of Magna Bank’s 

report on Form 10-K filed March 31, 2010) 
3(iii) Certificate of designation of fixed rate non-cumulative perpetual preferred stock, Series A (incorporated by 

reference to exhibit 3(iv) of Magna Bank’s report on Form 10-K filed March 31, 2009) 
3(iv) Certificate of designation of fixed rate non-cumulative perpetual preferred stock, Series B (incorporated by 

reference to exhibit 3(v) of Magna Bank’s report on Form 10-K filed March 31, 2009) 
4(i) Form of common stock certificate (incorporated by reference to exhibit 4(i) of Magna Bank’s amended report 

on Form 10-K filed June 19, 2001) 
4(ii) Form of Warrant issued to Treasury ((incorporated by reference to exhibit 4(ii) of Magna Bank’s report on 

Form 10-K filed March 31, 2009) 
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: November 12, 2010 
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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(f) and 15d-15(e)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a—15(f) and 15d-15(f)) 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, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial report and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c)  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 

d)  Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the 
Registrant’s most recent 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: November 12, 2010 
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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)) and internal control over financial reporting (as defined 
in Exchange Act Rules 13a—15(f) and 15d-15(f)) 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, including its consolidated 
subsidiaries, is made known to us by others within those entities, particularly during the period in which this report is 
being prepared; 

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be 
designed under our supervision, to provide reasonable assurance regarding the reliability of financial report and the 
preparation of financial statements for external purposes in accordance with generally accepted accounting principles; 

c)  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 

d)  Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the 
Registrant’s most recent 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: November 12, 2010 
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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 September 30, 2010 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 
 
November 12, 2010
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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 September 30, 2010 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 
 
November 12, 2010 


