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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
| X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended: March 31, 2009
OR
|| TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 0-20914

(State or other jurisdiction of (I.R.S. Employer Identification Number)
incorporation or organization)

420 Third Avenue, Gallipolis, Ohio 45631

(740) 446-2631

(Registrant's telephone number, including area code)

Not Applicable
(Former name, former address and former fiscal year,
if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required
to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing
requirements for the past 90 days.

|X] Yes |_| No

Indicate by check mark whether the registrant has submitted electronically and
posted on its corporate web site, if any, every Interactive Data file required
to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).

|_| Yes |_| No

Indicate by check mark whether the registrant is a large accelerated filer, an
accelerated filer, a non-accelerated filer or a smaller reporting company. See
the definitions of "large accelerated filer", "accelerated filer" and "smaller
reporting company" in Rule 12b-2 of the Exchange Act. (Check one):
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Indicate by check mark whether the registrant is a shell company (as defined in
Rule 12b-2 of the Exchange Act).

|_| Yes |X| No

The number of common shares of the registrant outstanding as of May 8, 2009 was

3,983,0009.
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PART I - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
OHIO VALLEY BANC CORP.

CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(dollars in thousands, except share data)

ASSETS
Cash and noninterest-bearing deposits with banks
Federal funds sold

Total cash and cash equivalents

Interest-bearing deposits in other financial institutions
Securities available-for-sale
Securities held-to-maturity

(estimated fair value: 2009 - $16,315; 2008 - $17,241)
Federal Home Loan Bank stock
Total loans

Less: Allowance for loan losses

Net loans
Premises and equipment, net
Accrued income receivable
Goodwill
Bank owned life insurance
Other assets

Total assets

LIABILITIES
Noninterest-bearing deposits
Interest-bearing deposits

Total deposits
Securities sold under agreements to repurchase
Other borrowed funds
Subordinated debentures
Accrued liabilities

Total liabilities

SHAREHOLDERS' EQUITY

Common stock ($1.00 par value per share, 10,000,000 shares
authorized; 2009 and 2008 - 4,642,748 shares issued)

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income

Treasury stock, at cost (2009 and 2008 - 659,739 shares)

Total shareholders' equity

March 31,
2009

16,025

6,281

633,559
(7,704)

625,855
10,548
3,012
1,267
18,311
9,183

96,934
557,247

654,181
27,292
51,148
13,500
11,261
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Total liabilities and shareholders' equity

See notes to consolidated financial statements

OHIO VALLEY BANC CORP.
CONSOLIDATED STATEMENTS OF INCOME

Interest and dividend income:
Loans, including fees
Securities:

Taxable

Tax exempt
Dividends
Other Interest

Interest expense:
Deposits
Securities sold under agreements to repurchase
Other borrowed funds
Subordinated debentures

Net interest income
Provision for loan losses

Net interest income after provision for loan losses

Noninterest income:
Service charges on deposit accounts
Trust fees
Income from bank owned life insurance
Gain on sale of loans
Loss on sale of other real estate owned
Other

Noninterest expense:
Salaries and employee benefits
Occupancy
Furniture and equipment
Data processing
FDIC insurance
Other

(UNAUDITED)
(dollars in thousands, except share data)

Three months
March 3
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6,598
Income before income taxes 2,897
Provision for income taxes 846
NET INCOME f_______%i?fi___
Earnings per share $ .51

See notes to consolidated financial statements

OHIO VALLEY BANC CORP.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES
IN SHAREHOLDERS' EQUITY (UNAUDITED)
(dollars in thousands, except share and per share data)

Three months

March 3
2009
Balance at beginning of period $ 63,056
Comprehensive income:

Net income 2,051
Change in unrealized loss

on available-for-sale securities 411

Income tax effect (140)

Total comprehensive income 2,322

Cash dividends (796)

Shares acquired for treasury -

Cumulative-effect adjustment in adopting EITF No. 06-04 ———

Balance at end of period S 64,582

Cash dividends per share $ 0.20

Shares from common stock issued
through dividend reinvestment plan -

Shares acquired for treasury —_

See notes to consolidated financial statements
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5

OHIO VALLEY BANC CORP.
CONDENSED CONSOLIDATED STATEMENTS OF
CASH FLOWS (UNAUDITED)
(dollars in thousands)

Net cash provided by operating activities:

Investing activities:
Proceeds from maturities of securities available-for-sale
Purchases of securities available-for-sale
Proceeds from maturities of securities held-to-maturity
Purchases of securities held-to-maturity
Change in interest-bearing deposits in other financial
institutions
Net change in loans
Proceeds from sale of other real estate owned
Purchases of premises and equipment

Net cash provided by (used in) investing activities

Financing activities:
Change in deposits
Cash dividends
Purchases of treasury stock
Change in securities sold under agreements to repurchase
Proceeds from Federal Home Loan Bank borrowings
Repayment of Federal Home Loan Bank borrowings
Change in other short-term borrowings

Net cash provided by (used in) financing activities
Change in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Supplemental disclosure:
Cash paid for interest
Cash paid for income taxes

Non-cash transfers from loans to other real estate owned

See notes to consolidated financial statements

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(dollars in thousands, except per share data)

NOTE 1- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Three months
March 3

3,842
(8,498)

999
(40)
(42,206)

(4,254)
53
(577)

(50, 681)

61,820
(796)

3,222

(3,001)
(22,625)

$ 5,645
280
143
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BASIS OF PRESENTATION: The accompanying consolidated financial statements
include the accounts of Ohio Valley Banc Corp. ("Ohio Valley") and its
wholly-owned subsidiaries, The Ohio Valley Bank Company (the "Bank"), Loan
Central, Inc. ("Loan Central"), a consumer finance company, and Ohio Valley
Financial Services Agency, LLC ("Ohio Valley Financial Services"), an insurance
agency. Ohio Valley and its subsidiaries are collectively referred to as the
"Company". All material intercompany accounts and transactions have been
eliminated in consolidation.

These interim financial statements are prepared by the Company without audit and
reflect all adjustments of a normal recurring nature which, in the opinion of
management, are necessary to present fairly the consolidated financial position
of the Company at March 31, 2009, and its results of operations and cash flows
for the periods presented. The results of operations for the three months ended
March 31, 2009 are not necessarily indicative of the operating results to be
anticipated for the full fiscal year ending December 31, 2009. The accompanying
consolidated financial statements do not purport to contain all the necessary
financial disclosures required by accounting principles generally accepted in
the United States of America ("US GAAP") that might otherwise be necessary in
the circumstances. The Annual Report of the Company for the year ended December
31, 2008 contains consolidated financial statements and related notes which
should be read in conjunction with the accompanying consolidated financial
statements.

The accounting and reporting policies followed by the Company conform to US
GAAP. The preparation of financial statements 1in conformity with US GAAP
requires management to make estimates and assumptions that affect the reported
amounts of assets and 1liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements. Actual results could differ
from those estimates. The allowance for loan losses is particularly subject to
change.

The majority of the Company's income is derived from commercial and retail
lending activities. Management considers the Company to operate in one segment,
banking.

INCOME TAX: Income tax expense is the sum of the current year income tax due or
refundable and the change in deferred tax assets and liabilities. Deferred tax
assets and liabilities are the expected future tax consequences of temporary
differences between the carrying amounts and tax Dbases of assets and
liabilities, computed using enacted tax rates. A valuation allowance, if needed,
reduces deferred tax assets to the amount expected to be realized.

CASH FLOW: For consolidated financial statement classification and cash flow
reporting purposes, cash and cash equivalents include cash on hand,
noninterest-bearing deposits with banks and federal funds sold. Generally,
federal funds are purchased and sold for one-day periods. The Company reports
net cash flows for customer loan transactions, deposit transactions, short-term
borrowings and interest-bearing deposits with other financial institutions.

EARNINGS PER SHARE: Earnings per share are computed based on net income divided
by the weighted average number of common shares outstanding during the period.
The weighted average common shares outstanding were 3,983,009 and 4,060,585 for
the three months ended March 31, 2009 and 2008, respectively. Ohio Valley had no
dilutive effect and no potential common shares issuable under stock options or
other agreements for any period presented.

LOANS: Loans are reported at the principal balance outstanding, net of unearned
interest, deferred loan fees and costs, and an allowance for loan losses.

Interest income is reported on an accrual basis using the

7



Edgar Filing: OHIO VALLEY BANC CORP - Form 10-Q

interest method and includes amortization of net deferred loan fees and costs
over the loan term. Interest income is not reported when full loan repayment is
in doubt, typically when the loan is impaired or payments are past due over 90
days. Payments received on such loans are reported as principal reductions.

ALLOWANCE FOR LOAN LOSSES: The allowance for loan losses 1s a valuation
allowance for probable incurred credit losses, increased by the provision for
loan losses and decreased by charge-offs 1less recoveries. Loan losses are
charged against the allowance when management believes the uncollectibility of a
loan is confirmed. Subsequent recoveries, if any, are credited to the allowance.
Management estimates the allowance Dbalance required wusing past loan loss
experience, the nature and volume of the portfolio, information about specific
borrower situations and estimated collateral values, economic conditions and
other factors. Allocations of the allowance may be made for specific loans, but
the entire allowance is available for any loan that, in management's judgment,
should be charged-off.

The allowance consists of specific and general components. The specific
component relates to loans that are individually classified as impaired or loans
otherwise <classified as substandard or doubtful. The general component covers
non-classified loans and is based on historical loss experience adjusted for
current factors.

A loan is 1impaired when full payment wunder the loan terms is not expected.
Commercial and commercial real estate loans are individually evaluated for
impairment. Impaired loans are carried at the present value of expected cash
flows discounted at the loan's effective interest rate or at the fair value of
the collateral if the loan is collateral dependent. A portion of the allowance
for loan losses is allocated to impaired loans. Large groups of smaller balance
homogeneous loans, such as consumer and residential real estate loans, are
collectively evaluated for impairment, and accordingly, they are not separately
identified for impairment disclosures.

RECENTLY ISSUED BUT NOT YET EFFECTIVE ACCOUNTING PRONOUNCEMENTS: Determining
Fair Value When the Volume and Level of Activity for the Asset or Liability Have
Significantly Decreased and Identifying Transactions That Are Not Orderly: On
April 9, 2009, the Financial Accounting Standards Board ("FASB") issued FASB
Staff Position ("FSP") FAS 157-4, "Determining Fair Value When the Volume and
Level of Activity for the Asset or Liability Have Significantly Decreased and
Identifying Transactions That Are Not Orderly." The FSP provides additional
guidance for estimating fair value in accordance with FASB Statement No. 157,
"Fair Value Measurements", when the volume and level of activity for the asset
or liability have significantly decreased. The FSP also includes guidance on
identifying circumstances that indicate a transaction is not orderly. Further,
the FSP emphasizes that even if there has been a significant decrease in the
volume and level of activity for the asset or liability and regardless of the
valuation technique(s) used, the objective of a fair value measurement remains
the same. Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction (that is, not a forced
liquidation or distressed sale) between market participants at the measurement

date under current market conditions. The FSP amends Statement 157 to require
certain additional disclosures in interim and annual periods to discuss the
inputs and wvaluation technique (s) used to measure fair wvalue. This FSP is

effective for interim and annual reporting periods ending after June 15, 2009,
with early adoption permitted for periods ending after March 15, 2009, and shall
be applied prospectively. Park will adopt this new accounting pronouncement in
the second quarter of 2009. Management is still evaluating the impact of FSP
157-4.

Interim Disclosures about Fair Value of Financial Instruments: On April 9, 2009,
the FASB issued FASB FSP No. FAS 107-1 and APB 28-1, "Interim Disclosures about
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Fair Value of Financial 1Instruments." This FSP amends FASB Statement No. 107,
"Disclosures about Fair Value of Financial Instruments", to require disclosures
about fair value of financial instruments for interim reporting periods of
publicly traded companies as well as in annual financial statements. This FSP
also amends APB Opinion No. 28, "Interim Financial Reporting", to require those
disclosures in summarized financial information at

interim reporting periods. This FSP is effective for interim reporting periods
ending after June 15, 2009, with early adoption permitted for periods ending
after March 15, 2009. Park will adopt this new accounting pronouncement in the
second dquarter of 2009. Management is still evaluating the impact of FSP FAS
107-1 and APB 28-1.

Recognition and Presentation of Other-Than-Temporary Impairments: On April 9,
2009, the FASB issued FSP FAS 115-2 and FAS 124-2, "Recognition and Presentation
of Other-Than-Temporary Impairments." This FSP amends the other-than-temporary
impairment guidance in GAAP for debt securities to make the guidance more
operational and to improve the presentation and disclosure of
other-than-temporary impairments on debt and equity securities in the financial
statements. This FSP does not amend existing recognition and measurement
guidance related to other-than-temporary impairments of equity securities. The
FSP is effective for interim and annual reporting periods ending after June 15,
2009, with early adoption permitted for periods ending after March 15, 20009.
Park will adopt this new accounting pronouncement in the second quarter of 2009.
Management is still evaluating the impact of FSP FAS 115-2 and FAS 124-2.

RECLASSIFICATIONS: Certain items related to the consolidated financial
statements for 2008 have been reclassified to conform to the presentation for
2009. These reclassifications had no effect on the net results of operations.

NOTE 2 - FAIR VALUE OF FINANCIAL INSTRUMENTS

SFAS 157 defines fair value as the exchange price that would be received for an
asset or paid to transfer a liability (an exit price) in the principal or most
advantageous market for the asset or liability in an orderly transaction between
market participants on the measurement date. SFAS 157 also establishes a fair
value hierarchy which requires an entity to maximize the use of observable
inputs and minimize the use of unobservable inputs when measuring fair value.
The standard describes three levels of inputs that may be used to measure fair
value:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in
active markets that the entity has the ability to access as of the measurement
date.

Level 2: Significant other observable inputs other than Level 1 prices, such as
quoted prices for similar assets or 1liabilities, quoted prices in markets that
are not active, and other inputs that are observable or can be corroborated by

observable market data.

Level 3: Significant, unobservable inputs that reflect a company's own
assumptions about the assumptions that market participants would use in pricing
an asset or liability.

The following is a description of the Company's valuation methodologies used to
measure and disclose the fair values of its financial assets and liabilities on
a recurring or nonrecurring basis:

Securities Available-For-Sale: Securities classified as available-for-sale are
reported at fair value wutilizing Level 2 inputs. For these securities, the
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Company obtains fair value measurements using pricing models that vary based on
asset class and include available trade, bid and other market information. Fair
value of securities available-for-sale may also be determined by matrix pricing,
which is a mathematical technique wused widely in the industry to value debt
securities without relying exclusively on quoted prices for the specific
securities, Dbut rather by relying on the securities' relationship to other
benchmark quoted securities.

Impaired Loans: Some impaired loans are reported at the fair wvalue of the
underlying collateral adjusted for selling costs. Collateral values are
estimated using Level 3 inputs based on third party appraisals.

Assets and Liabilities Measured on a Recurring Basis
Assets and liabilities measured at fair wvalue on a recurring basis are
summarized below:

Fair Value Measurements at March 31, 2009, Using

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
Securities Available-For-Sale - $ 80,344 -
Fair Value Measurements at December 31, 2008, Using
Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)
Assets:
Securities Available-For-Sale ———— $ 75,340 ————

Assets and Liabilities Measured on a Nonrecurring Basis
Assets and liabilities measured at fair wvalue on a nonrecurring basis are
summarized below:

Fair Value Measurements at March 31, 2009, Using

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)

Assets:

10
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— — $10, 634

Fair Value Measurements at December 31, 2008, Using

Quoted Prices in Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3)

—_—— - $ 1,182
which are usually measured for impairment using the fair wvalue
1, had a carrying amount of $21,597 at March 31, 2009. The
mpaired loan balance for which a specific allowance for credit
cated totaled $14,131, resulting 1in a specific wvaluation
97. At December 31, 2008, impaired loans had a carrying amount
portion of this impaired 1loan balance for which a specific
edit losses was allocated totaled $2,58¢6, resulting 1in a
n allowance of $1,404. The specific wvaluation allowance for
increased from $1,404 at December 31, 2008 to $3,497 at March
10
esented on the balance sheet are comprised of the following
March 31, 2009 December 31, 2008
ial real estate $ 243,019 $ 252,693
al real estate 205,886 198,559
al and industrial 47,415 44,824
129,202 126,911
r 8,037 7,404
$ 633,559 $ 630,391
9 and December 31, 2008, loans on nonaccrual status were
326 and $3,396, respectively. Loans past due more than 90 days
ng at March 31, 2009 and December 31, 2008 were $1,691 and
ely.
E FOR LOAN LOSSES AND IMPAIRED LOANS
analysis of changes in the allowance for loan losses for the
ds ended March 31:
2009 200
1, $ 7,799 S 6

11
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Loans charged off:

Commercial (1) 157
Residential real estate 561
Consumer 480

Total loans charged off 1,198

Recoveries of loans:
Commercial (1) I

Residential real estate 2
Consumer 253
Total recoveries of loans ______;;;__
Net loan charge-offs _____;;;;;_
Provision charged to operations 848
Balance - March 31, __;_;:;;;__

Information regarding impaired loans is as follows:

March 31,
2009

Balance of impaired loans S 21,597
Less portion for which no specific

allowance is allocated 7,466
Portion of impaired loan balance for which a

specific allowance for credit losses is allocated $ 14,131
Portion of allowance for loan losses specifically

allocated for the impaired loan balance $ 3,497
Average investment in impaired loans year-to-date S 21,806

(1) Includes commercial and industrial and commercial real estate loans.
11

Interest recognized on impaired loans was $466 and $84 for the three-month
periods ended March 31, 2009 and 2008, respectively. Accrual basis income was
not materially different from cash basis income for the periods presented.

NOTE 5 - CONCENTRATIONS OF CREDIT RISK AND FINANCIAL INSTRUMENTS
WITH OFF-BALANCE SHEET RISK

The Company, through its subsidiaries, grants residential, consumer, and
commercial loans to customers located primarily in the central and southeastern
areas of Ohio as well as the western counties of West Virginia. Approximately
3.79% of total loans were unsecured at March 31, 2009, unchanged from December
31, 2008.

The Bank is a party to financial instruments with off-balance sheet risk in the

$ 6

December
2008

S 8,009

5,51

S 2,58

S 1,40

S 9,02

12
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normal course of business to meet the financing needs of its customers. These
financial instruments include commitments to extend credit, standby letters of
credit and financial guarantees. The contract amounts of these instruments are
not included in the consolidated financial statements. At March 31, 2009, the
contract amounts of these instruments totaled approximately $76,823, compared to
$77,940 at December 31, 2008. Since many of these instruments are expected to
expire without being drawn upon, the total contract amounts do not necessarily
represent future cash requirements.

NOTE 6 — OTHER BORROWED FUNDS
Other Dborrowed funds at March 31, 2009 and December 31, 2008 are comprised of

advances from the Federal Home Loan Bank ("FHLB") of Cincinnati, promissory
notes and Federal Reserve Bank ("FRB") Notes.

FHLB Promissory
Borrowings Notes
March 31, 2009............... S 45,163 $ 5,214
December 31, 2008............ S 68,715 $ 5,479
Pursuant to collateral agreements with the FHLB, advances are secured by

$228,745 in qualifying mortgage loans and $6,281 in FHLB stock at March 31,
2009. Fixed rate FHLB advances of $45,163 mature through 2033 and have interest
rates ranging from 2.13% to 6.62%. There were no variable rate FHLB borrowings
at March 31, 2009.

At March 31, 2009, the Company had a cash management line of credit enabling it
to borrow up to $60,000 from the FHLB. All cash management advances have an
original maturity of 90 days. The line of credit must be renewed on an annual
basis. There was $60,000 available on this line of credit at March 31, 2008.

Based on the Company's current FHLB stock ownership, total assets and pledgeable
residential first mortgage loans, the Company had the ability to obtain
borrowings from the FHLB up to a maximum of $169,441 at March 31, 2009.

Promissory notes, 1issued primarily by Ohio Valley, have fixed rates of 2.00% to
4.50% and are due at various dates through a final maturity date of November 12,
2010. A total of $3,191 represented promissory notes payable by Ohio Valley to
related parties.

FRB notes consist of the collection of tax payments from Bank customers under
the Treasury Tax and Loan program. These funds have a variable interest rate and
are callable on demand by the U.S. Treasury. The interest rate for the Company's
FRB notes was 0.00% at March 31, 2009, unchanged from December 31, 2008. Various
investment securities from the Bank used to collateralize the FRB notes totaled
$5,605 at March 31, 2009 and $45,850 at December 31, 2008.

12
Letters of credit issued on the Bank's Dbehalf by the FHLB to collateralize
certain public unit deposits as required by law totaled $41,900 at March 31,
2009 and $45,850 at December 31, 2008.
Scheduled principal payments over the next five years:

FHLB Promissory
Borrowings Notes

FRB
Notes
S 771
S 2,580
FRB
Notes
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Year Ended 2009 S 13,004 $ 3,833
Year Ended 2010 26,005 1,381
Year Ended 2011 6,006 o
Year Ended 2012 6 I
Year Ended 2013 6 o
Thereafter 136 o

$ 45,163 $ 5,214

S 771

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Forward Looking Statements

Except for the historical statements and discussions contained herein,
statements contained in this report constitute "forward looking statements”
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E
of the Securities Act of 1934 and as defined in the Private Securities
Litigation Reform Act of 1995. Such statements are often, Dbut not always,
identified by the use of such words as "believes," "anticipates," "expects," and
similar expressions. Such statements involve various important assumptions,
risks, uncertainties, and other factors, many of which are beyond our control,
which could cause actual results to differ materially from those expressed in
such forward looking statements. These factors include, but are not limited to,
the risk factors discussed in Part I, Item 1A of Ohio Valley's Annual Report on
Form 10-K for the fiscal year ended December 31, 2008 and Ohio Valley's other
securities filings. Readers are cautioned not to place undue reliance on such
forward looking statements, which speak only as of the date hereof. The Company
undertakes no obligation and disclaims any intention to republish revised or
updated forward looking statements as a result of unanticipated future events.

Financial Overview

The Company 1is primarily engaged in commercial and retail banking, offering a
blend of commercial, consumer and agricultural Dbanking services within central
and southeastern Ohio as well as western West Virginia. The banking services
offered by the Bank include the acceptance of deposits in checking, savings,
time and money market accounts; the making and servicing of personal,
commercial, floor plan and student loans; and the making of construction and
real estate loans. The Bank also offers individual retirement accounts, safe
deposit boxes, wire transfers and other standard banking products and services.
As part of its lending function, the Bank also offers credit card services. Loan
Central engages in consumer finance, offering smaller Dbalance personal and
mortgage loans to individuals with higher credit risk history. Loan Central's
line of business also includes seasonal tax refund loan services during the
January through April periods. Ohio Valley Financial Services sells life
insurance.

13

For the three months ended March 31, 2009, net income increased by $86, or 4.4%,
compared to the same quarterly period in 2008, to finish at $2,051. Earnings per
share for the first quarter of 2009 increased $.03, or 6.3%, compared to the
same quarterly period in 2008, to finish at $.51 per share. Earnings per share
growth for the quarterly period ending March 31, 2009 continues to exceed the
nominal dollar net income growth pace due to the Company's stock repurchase

program, with increases in treasury stock repurchases from a year ago lowering
the weighted average number of common shares outstanding. The annualized net
income to average asset ratio, or return on assets (ROA), and net income to

14
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average equity ratio, or return on equity (ROE), Dboth increased to 1.02% and
13.13% at March 31, 2009, as compared to 1.00% and 13.10%, respectively, at
March 31, 2008. The Company's growth in earnings during the first three months
of 2009 was accomplished primarily by: 1) net interest income expansion of 7.9%
as a result of the lower short-term interest rate environment 1initiated by the
Federal Reserve Bank, and 2) noninterest income improvement of 30.2% over 2008's
first three months due to the 1increased transaction volume related to the
Company's gain on sale of loans to the secondary market and seasonal tax
clearing services performed in the first quarter of 2009.

The consolidated total assets of the Company increased $40,856, or 5.2%, during
the first three months of 2009 as compared to year-end 2008, to finish at
$821,964. This improvement 1in assets was led by an increase in the Company's
interest-bearing deposits 1in other financial institutions, which increased
$42,206 from year-end 2008, largely from the deployment of interest- and
non-interest bearing deposit liability growth. The Company's loan portfolio also
experienced an increase from year-end 2008, growing 0.5%, a relatively stable
growth pace. This mild increase came primarily from its commercial loan
portfolio, which includes commercial real estate and commercial and industrial
loans. Historical low interest rates have created an increasing demand for
consumers to refinance their existing mortgage loans. This has 1led to a
significant increase in the volume of real estate 1loans sold to the secondary
market, which has caused a corresponding decrease to the Company's residential
real estate loan portfolio, which was down 3.8% from year-end 2008. Furthermore,
the Company's residential real estate loan portfolio continues to be challenged
by various economic trends that have had a negative impact on consumer spending.
New purchases of U.S. Government sponsored entity securities led the increase in
the Company's investment securities. While the demand for loans was minimal
during the first three months of 2009, the Company was able to benefit from
growth in its total deposit liabilities of $61,820 from year-end 2008.
Interest-bearing deposit 1liability growth was led by surges in the Company's
wholesale deposits of $32,617, public fund NOW balances of $12,934 and Market
Watch balances of $8,340, all up from year—-end 2008. Furthermore, the Company's
noninterest-bearing demand deposits increased $11,428 from year-end 2008. The
total deposits retained from year-end 2008 were partially used to fund the
repayments of other borrowed funds, which decreased $25,626 from year—-end 2008.
The excess liquidity created by the growth in total deposits will continue to be
used as funding sources for potential earning asset growth during 2009.

Comparison of
Financial Condition
at March 31, 2009 and December 31, 2008

The following discussion focuses, in more detail, on the consolidated financial
condition of the Company at March 31, 2009 compared to December 31, 2008. The
purpose of this discussion is to provide the reader a more thorough
understanding of the consolidated financial statements. This discussion should
be read in conjunction with the interim consolidated financial statements and
the footnotes included in this Form 10-0Q.

Cash and Cash Equivalents

The Company's cash and cash equivalents consist of cash and non-interest bearing
balances due from banks and federal funds sold. The amounts of cash and cash
equivalents fluctuate on a daily basis due to customer activity and liquidity
needs. At March 31, 2009, cash and cash equivalents had decreased $9,360, or
52.9%, to $8,321 as compared to $17,681 at December 31, 2008. This was largely
the result of increased loan balances and investment security purchases during
the first quarter of 2009. As 1liquidity 1levels vary continuously Dbased on
consumer activities, amounts of cash and cash equivalents can vary widely at any
given point in time. Management Dbelieves that the current balance of cash and
cash equivalents remains at a level that will meet cash obligations and provide
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adequate liquidity. Further information regarding the Company's liquidity can be
found wunder the caption "Liquidity" in this Management's Discussion and
Analysis.

14
Interest-Bearing Deposits in Other Financial Institutions

At March 31, 2009, the Company had a total of $42,817 invested as
interest-bearing deposits in other financial institutions, an increase from only
$611 at December 31, 2008. This increase is largely the result of the Company's
excess liquidity position due to excess deposit liability growth. Historically,
the Company has typically invested its excess funds with various correspondent
banks in the form of federal funds sold, a common strategy performed by most
banks. Beginning in the fourth quarter of 2008, the Company began shifting its
emphasis of maintaining its excess liquidity from federal funds sold to its
existing clearing account on hand at the Federal Reserve Bank. During this
period in 2008, the Federal Reserve Board announced that it would begin paying
interest on depository institutions' required and excess reserve balances. The
interest rate paid on both the required and excess reserve Dbalances will be
based on the targeted federal funds rate established by the Federal Open Market
Committee. As of the filing date of this report, the interest rate calculated by
the Federal Reserve was 0.25%. Prior to this, the Federal Reserve Bank balances
held by the Company were non-interest bearing. This interest rate is similar to
what the Company would have received from its investments in federal funds sold,
currently targeting a range of 0.0% to 0.25%. Furthermore, Federal Reserve Bank
balances are 100% secured.

Securities

During the first three months of 2009, investment securities increased $4,043 to
finish at $96,369, an increase of 4.4% as compared to vyear-end 2008. The
Company's investment securities portfolio consists of mortgage-backed
securities, U.S. Government sponsored entity ("GSE") securities and obligations
of states and political subdivisions. GSE securities increased $8,212, or 25.8%,
as a result of two large purchases 1in March 2009. In addition to attractive
yield opportunities and a desire to 1increase diversification within the
Company's securities portfolio, GSE securities have also been used to satisfy
pledging requirements for repurchase agreements. At March 31, 2009, the
Company's repurchase agreements increased 13.4%, increasing the need to secure
these Dbalances. This increase was partially offset by decreases in both
mortgage-backed securities and obligations of states and political subdivisions,
which were down $3,209, or 7.4%, and $960, or 5.7%, respectively, from year-end
2008. Mortgage-backed securities continue to make up the largest portion of the
Company's investment portfolio, totaling $40,305, or 41.8% of total investments
at March 31, 2009. The primary advantage of mortgage-backed securities has been
the increased cash flows due to the more rapid (monthly) repayment of principal
as compared to other types of investment securities, which deliver proceeds upon
maturity or call date. However, with the current interest rate environment, the
cash flow is Dbeing reinvested at lower rates. Principal repayments from
mortgage-backed securities totaled $3,844 from January 1, 2009 through March 31,
2009. For the remainder of 2009, the Company's focus will be to generate
interest revenue primarily through loan growth, as loans generate the highest
yields of total earning assets.

Loans

The loan portfolio represents the Company's largest asset category and is its
most significant source of interest income. During the first three months of
2009, total loans increased $3,168, or 0.5%, from year-end 2008. Higher loan
balances were mostly influenced by total commercial loans, which were up $9,918,
or 4.1%, from vyear-end 2008. The Company's commercial loans include both
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commercial real estate and commercial and industrial loans. Management continues
to place emphasis on its commercial 1lending, which generally vyields a higher
return on investment as compared to other types of loans. The Company's
commercial and industrial loan portfolio, wup $2,591, or 5.8%, from year-end
2008, consists of loans to corporate borrowers primarily in small to mid-sized
industrial and commercial companies that include service, retail and wholesale
merchants. Collateral securing these loans includes equipment, inventory, and
stock. Commercial real estate, the Company's largest segment of commercial
loans, increased $7,327, or 3.7%. This segment of loans is mostly secured by
commercial real estate and rental property. Commercial real estate consists of
loan participations with other banks outside the Company's primary market area.
Although the Company is not actively marketing participation loans outside its
primary market area, it is taking advantage of the relationships it has with
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certain lenders in those areas where the Company believes it can profitably
participate with an acceptable level of risk. The commercial loan portfolio,

including participation loans, consists primarily of rental property loans
(24.6% of portfolio), medical industry loans (11.9% of portfolio), land
development loans (8.5% of portfolio), and hotel and motel loans (8.0% of
portfolio). During the first three months of 2009, the primary market areas for
the Company's commercial loan originations, excluding loan participations, were
in the areas of Gallia, Jackson and Franklin counties of Ohio, which accounted
for 76.0% of total originations. The growing West Virginia markets also

accounted for 11.1% of total originations for the same time period. While
management believes lending opportunities exist in the Company's markets, future
commercial lending activities will depend upon economic and related conditions,
such as general demand for loans in the Company's primary markets, interest
rates offered by the Company and normal underwriting considerations.
Additionally, the potential for larger than normal commercial loan payoffs may
limit loan growth during the remainder of 2009.

Also contributing to the loan portfolio increase were consumer loans, which were
up $2,291, or 1.8%, from year-end 2008. The Company's consumer loans are secured
by automobiles, mobile homes, recreational vehicles and other personal property.
Personal loans and unsecured credit card receivables are also included as

consumer loans. The increase in consumer loans came mostly from the Company's
automobile indirect lending segment, which increased $2,143, or 7.9%, from
year—-end 2008. The automobile lending segment continues to represent the largest
portion of the Company's consumer loan portfolio, representing 22.6% of total
consumer loans at March 31, 2009. Prior to 2009, the Company's indirect

automobile segment was on a declining pace due to the growing economic fact