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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
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PART I - FINANCIAL INFORMATION

Item 1. Financial Statements

The interim condensed consolidated financial statements of Rurban Financial Corp. (“Rurban” or the “Company”) are
unaudited; however, the information contained herein reflects all adjustments which are, in the opinion of
management, necessary for a fair presentation of financial condition and results of operations for the interim periods
presented. All adjustments reflected in these financial statements are of a normal recurring nature in accordance with
Rule 10-01 of Regulation S-X. Results of operations for the three and six months ended June 30, 2007 are not
necessarily indicative of results for the complete year. 
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Rurban Financial Corp.

Condensed Consolidated Balance Sheets
June 30, 2007 and December 31, 2006

(Unaudited)
June 30, December 31,
2007 2006

Assets
Cash and due from banks $ 12,120,732 $ 13,381,791
Federal funds sold — 9,100,000
Cash and cash equivalents 12,120,732 22,481,791
Interest-bearing deposits — 150,000
Available-for-sale securities 93,376,749 102,462,075
Loans held for sale 389,900 390,100
Loans, net of unearned income 381,661,661 370,101,809
Allowance for loan losses (3,824,445) (3,717,377)
Premises and equipment 15,710,869 15,449,774
Purchased software 4,639,198 4,618,691
Federal Reserve and Federal Home Loan Bank stock 4,040,700 3,993,450
Foreclosed assets held for sale, net 83,891 82,397
Interest receivable 2,971,082 3,129,774
Goodwill 13,690,092 13,674,058
Core deposits and other intangibles 5,503,122 5,858,982
Cash value of life insurance 10,953,313 10,771,843
Other 6,883,346 6,559,886
Total assets $ 548,200,210 $ 556,007,253

See notes to condensed consolidated financial statements (unaudited)

Note: The balance sheet at December 31, 2006 has been derived from the audited consolidated financial statements at
that date.
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Rurban Financial Corp.

Condensed Consolidated Balance Sheets
June 30, 2007 and December 31, 2006

(Unaudited)
June 30, December 31,
2007 2006

Liabilities and Stockholders’ Equity
Liabilities
Deposits
Demand $ 41,255,495 $ 46,565,554
Savings, interest checking and money market 140,774,725 130,267,333
Time 225,554,636 237,722,558
Total deposits 407,584,856 414,555,445
Notes payable 1,126,860 2,589,207
Federal Home Loan Bank advances 21,000,000 21,000,000
Federal Funds Purchased 1,000,000 —
Retail repurchase agreements 33,116,993 32,270,900
Trust preferred securities 20,620,000 20,620,000
Interest payable 2,121,446 2,224,413
Other liabilities 4,280,560 5,792,135
Total liabilities 490,850,715 499,052,100
Commitments and Contingent Liabilities

Stockholders’ Equity
Common stock, $2.50 stated value; authorized 10,000,000 shares; issued
5,027,433 shares; outstanding June 2007 - 5,015,433 shares, December
2006 - 5,027,433 shares 12,568,583 12,568,583
Additional paid-in capital 14,882,083 14,859,165
Retained earnings 31,291,504 30,407,298
Accumulated other comprehensive loss (1,243,475) (879,893)
Treasury Stock, at cost
Common; June 2007 - 12,000 shares, December 2006 - 0 shares (149,200) —
Total stockholders’ equity 57,349,495 56,955,153
Total liabilities and stockholders’ equity $ 548,200,210 $ 556,007,253

See notes to condensed consolidated financial statements (unaudited)

Note: The balance sheet at December 31, 2006 has been derived from the audited consolidated financial statements at
that date.
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Rurban Financial Corp.

Condensed Consolidated Statements of Income (Unaudited)
Three Months Ended

June 30,
2007

June 30,
2006

Interest Income
Loans
Taxable $ 6,976,506 $ 6,043,057
Tax-exempt 17,250 15,157
Securities
Taxable 1,044,300 1,333,858
Tax-exempt 160,845 136,570
Other 35,138 14,046
Total interest income 8,234,039 7,542,688
Interest Expense
Deposits 3,381,667 2,556,180
Other borrowings 57,546 26,148
Retail repurchase agreements 351,833 159,276
Federal Home Loan Bank advances 242,658 533,845
Trust preferred securities 450,197 436,776
Total interest expense 4,483,901 3,712,225

Net Interest Income 3,750,138 3,830,463

Provision for Loan Losses 145,594 56,321

Net Interest Income After Provision for Loan Losses 3,604,544 3,774,142

Non-interest Income
Data service fees 4,629,258 3,286,586
Trust fees 865,880 792,227
Customer service fees 533,209 542,687
Net gains on loan sales 174,168 71,664
Loan servicing fees 89,432 117,785
Net realized gain on sale of available-for-sale securities 367 —
Gain (loss) on sale of assets 14,010 78,558
Other 201,376 378,745
Total non-interest income 6,507,700 5,268,252

See notes to condensed consolidated financial statements (unaudited)
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Rurban Financial Corp.

Condensed Consolidated Statements of Income (Unaudited)
Three Months Ended

June 30,
2007

June 30,
2006

Non-interest Expense
Salaries and employee benefits $ 4,185,324 $ 3,795,252
Net occupancy expense 505,925 425,918
Equipment expense 1,676,676 1,347,634
Data processing fees 114,243 119,368
Professional fees 501,015 524,902
Marketing expense 187,098 242,498
Printing and office supplies 181,362 173,361
Telephone and communications 437,690 407,648
Postage and delivery expense 384,091 122,267
State, local and other taxes 165,175 190,436
Employee expense 280,078 260,523
Other 446,693 470,068
Total non-interest expense 9,065,370 8,079,875

Income Before Income Tax 1,046,874 962,519

Provision for Income Taxes 261,829 248,996

Net Income $ 785,045 $ 713,523

Basic Earnings Per Share $ 0.16 $ 0.14

Diluted Earnings Per Share $ 0.16 $ 0.14

Dividends Declared Per Share $ 0.06 $ 0.05

See notes to condensed consolidated financial statements (unaudited)
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Rurban Financial Corp.

Condensed Consolidated Statements of Income (Unaudited)
Six Months Ended

June 30,
2007

June 30,
2006

Interest Income
Loans
Taxable $ 13,653,319 $ 11,597,211
Tax-exempt 34,543 27,392
Securities
Taxable 2,135,497 2,646,459
Tax-exempt 313,902 268,403
Other 113,606 50,312
Total interest income 16,250,867 14,589,777
Interest Expense
Deposits 6,715,397 4,677,394
Other borrowings 108,618 52,447
Retail repurchase agreements 695,682 283,553
Federal Home Loan Bank advances 492,245 1,016,666
Trust preferred securities 895,511 865,198
Total interest expense 8,907,453 6,895,258

Net Interest Income 7,343,414 7,694,519

Provision for Loan Losses 238,234 302,321

Net Interest Income After Provision for Loan Losses 7,105,180 7,392,198

Non-interest Income
Data service fees 9,463,394 6,527,720
Trust fees 1,692,262 1,607,678
Customer service fees 1,061,633 1,092,754
Net gains on loan sales 228,447 132,710
Net realized gains on sales of available-for-sale 367 —
Loan servicing fees 198,138 204,479
Gain (loss) on sale of assets 49,977 59,432
Other 552,224 651,778
Total non-interest income 13,246,442 10,276,551

See notes to condensed consolidated financial statements (unaudited)
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Rurban Financial Corp.

Condensed Consolidated Statements of Income (Unaudited)
Six Months Ended

June 30,
2007

June 30,
2006

Non-interest Expense
Salaries and employee benefits $ 8,582,111 $ 7,652,985
Net occupancy expense 1,033,058 865,867
Equipment expense 3,282,549 2,723,461
Data processing fees 270,424 255,958
Professional fees 1,178,406 1,044,267
Marketing expense 342,783 368,946
Printing and office supplies 379,454 326,345
Telephone and communications 882,894 810,015
Postage and delivery expense 776,352 254,260
State, local and other taxes 364,916 324,293
Employee expense 535,147 509,912
Other 737,529 893,597
Total non-interest expense 18,365,623 16,029,906

Income Before Income Tax 1,985,999 1,638,843

Provision for Income Taxes 498,501 402,775

Net Income $ 1,487,498 $ 1,236,068

Basic Earnings Per Share $ 0.30 $ 0.25

Diluted Earnings Per Share $ 0.30 $ 0.25

Dividends Declared Per Share $ 0.12 $ 0.10

See notes to condensed consolidated financial statements (unaudited)
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RURBAN FINANCIAL CORP.
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’

EQUITY (UNAUDITED)

Three Months Ended Six Months Ended
June 30, 2007 June 30, 2006 June 30, 2007 June 30, 2006

Balance at beginning of period $ 57,711,304 $ 54,051,932 $ 56,955,153 $ 54,450,648

Net Income 785,045 713,523 1,487,498 1,236,068

Other comprehensive income (loss):
Net change in unrealized gains
(losses)
On securities available for sale, net (705,666) (493,897) (363,584) (1,169,727)
Total comprehensive income (loss) 79,379 219,626 1,123,914 66,341

Cash dividend (301,647) (251,372) (603,290) (502,741)

Purchase of treasury shares (149,200) — (149,200) —

Stock option expense 9,659 5,940 22,918 11,878

Balance at end of period $ 57,349,495 $ 54,026,126 $ 57,349,495 $ 54,026,126

See notes to condensed consolidated financial statements (unaudited)
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Rurban Financial Corp.

Condensed Consolidated Statements of Cash Flows (Unaudited)
Six Months Ended

June 30, 2007 June 30, 2006
Operating Activities
Net income $ 1,487,498 $ 1,236,068
Items not requiring (providing) cash
Depreciation and amortization 1,962,303 1,717,743
Provision for loan losses 238,234 302,321
Expense of stock option plan 22,918 11,878
Amortization of premiums and discounts on securities 18,329 125,158
Amortization of intangible assets 355,860 233,520
Deferred income taxes 1,105,680 (613,792)
FHLB Stock Dividends (47,250) (84,900)
Proceeds from sale of loans held for sale 8,184,841 6,864,003
Originations of loans held for sale (7,956,195) (6,507,295)
Gain from sale of loans (228,447) (132,710)
(Gain) loss on sale of foreclosed assets (7,666) (66,454)
(Gain) loss on sales of fixed assets (42,311) 7,022
Changes in
Interest receivable 158,692 (57,928)
Other assets (504,930) (560,973)
Interest payable and other liabilities (2,532,923) (865,297)
Net cash provided by operating activities 2,214,633 1,608,364
Investing Activities
Purchases of available-for-sale securities (15,399,580) (12,727,731)
Proceeds from maturities of available-for-sale securities 23,507,087 5,008,771
Proceeds from sales of available-for-sale securities 408,608 15,562,738
Net change in interest bearing deposits 150,000 —
Net change in loans (11,828,901) (33,623,712)
Purchase of premises and equipment and software (2,453,476) (2,702,597)
Proceeds from sales of premises and equipment 251,882 23,741
Proceeds from sale of foreclosed assets 144,055 2,581,996
Cash paid to shareholders of Exchange Bank acquisition — (6,453,084)
Cash paid for Diverse Computer Marketers, Inc. acquisition (16,034) —
Net cash provided by (used in) investing activities (5,236,359) (32,329,878)

See notes to condensed consolidated financial statements (unaudited)
-11-
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Rurban Financial Corp.

Condensed Consolidated Statements of Cash Flows (Unaudited) (continued)
Six Months Ended

June 30, 2007 June 30, 2006
Financing Activities
Net increase (decrease) in demand deposits, money market, interest
checking and savings accounts $ 5,197,333 $ (5,905,987)
Net increase (decrease) in certificates of deposit (12,167,922) 22,024,044
Net increase (decrease) in securities sold under agreements to repurchase 846,093 11,360,656
Net decrease in federal funds purchased 1,000,000 (4,600,000)
Proceeds from Federal Home Loan Bank advances 3,500,000 23,900,000
Repayment of Federal Home Loan Bank advances (3,500,000) (15,900,000)
Repayment of notes payable (1,462,347) (938,572)
Purchase of treasury stock (149,200) —
Dividends paid (603,290) (502,741)
Net cash (used in) provided by financing activities (7,339,333) 29,437,400

Increase (Decrease) in Cash and Cash Equivalents (10,361,059) (1,284,114)

Cash and Cash Equivalents, Beginning of Year 22,481,791 12,650,839

Cash and Cash Equivalents, End of Period $ 12,120,732 $ 11,366,725
Supplemental Cash Flows Information

Interest paid $ 9,010,420 $ 6,563,571

Transfer of loans to foreclosed assets $ 137,883 $ 336,833

See notes to condensed consolidated financial statements (unaudited)
-12-
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RURBAN FINANCIAL CORP.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

NOTE A—BASIS OF PRESENTATION

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
generally accepted accounting principles for interim financial information and with the instructions for Form 10-Q.
Accordingly, they do not include all of the information and footnotes required by generally accepted accounting
principles for complete financial statements. The financial statements reflect all adjustments that are, in the opinion of
management, necessary to fairly present the financial position, results of operations and cash flows of the Company.
Those adjustments consist only of normal recurring adjustments. Results of operations for the three and six months
ended June 30, 2007 are not necessarily indicative of results for the complete year.

The condensed consolidated balance sheet of the Company as of December 31, 2006 has been derived from the
audited consolidated balance sheet of the Company as of that date.

For further information, refer to the consolidated financial statements and footnotes included in the Company’s Annual
Report on Form 10-K for the year ended December 31, 2006.

NOTE B—EARNINGS PER SHARE

Earnings per share (EPS) have been computed based on the weighted average number of shares outstanding during the
periods presented. For the periods ended June 30, 2007 and 2006, stock options totaling 247,852 and 280,907
common shares, respectively, were not considered in computing EPS as they were anti-dilutive. The number of shares
used in the computation of basic and diluted earnings per share were:

Three Months Ended Six Months Ended
June 30 June 30

2007 2006 2007 2006
Basic earnings per share 5,025,100 5,027,433 5,026,260 5,027,433
Diluted earnings per share 5,030,441 5,028,397 5,026,893 5,029,338

NOTE C - LOANS, RISK ELEMENTS AND ALLOWANCE FOR LOAN LOSSES

Total loans on the balance sheet are comprised of the following classifications at:

June 30, December 31,
2007 2006

Commercial $ 77,064,200 $ 71,640,907
Commercial real estate 119,174,980 109,503,312
Agricultural 46,173,520 44,682,699
Residential real estate 87,991,361 94,389,118
Consumer 51,028,736 49,314,080
Lease financing 503,126 856,808
Total loans 381,935,923 370,386,924
Less
Net deferred loan fees, premiums and discounts (274,262) (285,115)
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Loans, net of unearned income $ 381,661,661 $ 370,101,809

Allowance for loan losses $ (3,824,445) $ (3,717,377)

-13-
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The following is a summary of the activity in the allowance for loan losses account for the three and six months ended
June 30, 2007 and 2006.

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

2007 2006 2007 2006
Balance, beginning of period $ 3,768,814 $ 4,348,541 $ 3,717,377 $ 4,699,827
Provision charged to expense 145,594 56,321 238,234 302,321
Recoveries 46,448 154,342 100,491 297,643
Loans charged off (136,411) (121,065) (231,657) (861,652)
Balance, end of period $ 3,824,445 $ 4,438,139 $ 3,824,445 $ 4,438,139

The following schedule summarizes nonaccrual, past due and impaired loans at:

June 30, December 31,
2007 2006

Non-accrual loans $ 5,913,000 $ 3,828,000

Accruing loans which are contractually past due 90 days or more as to
interest or principal payments — —
Total non-performing loans $ 5,913,000 $ 3,828,000

Individual loans determined to be impaired were as follows:

June 30, December 31,
2007 2006

Loans with no allowance for loan losses allocated $ 1,058,000 $ 608,000
Loans with allowance for loan losses allocated 1,470,000 1,514,000
Total impaired loans $ 2,528,000 $ 2,122,000

Amount of allowance allocated $ 151,000 $ 225,000

NOTE D - REGULATORY MATTERS

The Company and The State Bank and Trust Company (“State Bank”) are subject to various regulatory capital
requirements administered by federal and state banking agencies. Failure to meet minimum capital requirements can
initiate certain mandatory, and possibly additional discretionary, actions by regulators. If undertaken, these actions
could have a direct material adverse effect on the Company’s financial statements. Under capital adequacy guidelines
and the regulatory framework for prompt
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corrective action, the Company and State Bank must meet specific capital guidelines that involve quantitative
measures of assets, liabilities and certain off-balance-sheet items as calculated under regulatory accounting practices.
The capital amounts and classification are also subject to qualitative judgments by the regulators about components,
risk weightings and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Company and State Bank to
maintain minimum amounts and ratios (set forth in the table below) of total and Tier I capital (as defined in the
regulations) to risk-weighted assets (as defined in the regulations), and of Tier I capital to average assets (as defined in
the regulations). As of June 30, 2007 and December 31, 2006, the Company and State Bank exceeded all
“well-capitalized” requirements to which they were subject.

As of December 31, 2006, the most recent notification to the regulators categorized State Bank as well-capitalized
under the regulatory framework for prompt corrective action. To be categorized as well-capitalized, State Bank must
maintain capital ratios as set forth in the following table. There are no conditions or events since that notification that
management believes have changed State Bank’s categorization as well capitalized.

The Company’s consolidated, and State Bank’s actual, capital amounts (in millions) and ratios, as of June 30, 2007 and
December 31, 2006, are also presented in the following table. On March 24, 2007, Exchange Bank was merged with
and into the lead bank, State Bank.

Actual

Minimum Required For
Capital Adequacy

Purposes

To Be Well Capitalized
Under

Prompt Corrective Action
Provisions

Amount Ratio Amount Ratio Amount Ratio
As of June 30, 2007
Total Capital
(to Risk-Weighted
Assets)
Consolidated $ 63.2 15.9% $ 31.7 8.0% $ — N/A
State Bank 48.1 12.5 30.7 8.0 38.4 10.0

Tier I Capital
(to Risk-Weighted
Assets)
Consolidated 58.9 14.9 15.9 4.0 — N/A
State Bank 44.3 11.5 15.3 4.0 23.0 6.0

Tier I Capital
(to Average Assets)
Consolidated 58.9 10.7 22.0 4.0 — N/A
State Bank 44.3 8.4 21.2 4.0 26.4 5.0
As of December 31,
2006
Total Capital
(to Risk-Weighted
Assets)
Consolidated $ 62.0 16.0% $ 30.9 8.0% $ — N/A
State Bank 38.9 12.2 25.4 8.0 31.8 10.0
Exchange Bank 7.8 13.2 4.8 8.0 6.0 10.0
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Tier I Capital
(to Risk-Weighted
Assets)
Consolidated 57.6 14.9 15.5 4.0 — N/A
State Bank 35.9 11.3 12.7 4.0 19.1 6.0
Exchange Bank 7.1 11.9 2.4 4.0 3.6 6.0

Tier I Capital
(to Average Assets)
Consolidated 57.6 10.5 22.0 4.0 — N/A
State Bank 35.9 7.9 18.2 4.0 22.8 5.0
Exchange Bank 7.1 8.7 3.3 4.0 4.1 5.0

-15-
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NOTE E - CONTINGENT LIABILITIES

There are various contingent liabilities that are not reflected in the consolidated financial statements, including claims
and legal actions arising in the ordinary course of business. In the opinion of management, after consultation with
legal counsel, the ultimate disposition of these matters is not expected to have a material effect on the Company’s
consolidated financial condition or results of operations.

NOTE F - NEW ACCOUNTING PRONOUNCEMENTS

In March 2006, the FASB issued Statement of Financial Accounting Standards No. 156, Accounting for Servicing of
Financial Assets: an amendment of FASB Statement No. 140 (FAS 140 and FAS 156). FAS 140 establishes, among
other things, the accounting for all separately recognized servicing assets and servicing liabilities. This Statement
amends FAS 140 to require that all separately recognized servicing assets and servicing liabilities be initially
measured at fair value, if practicable. This Statement permits, but does not require, the subsequent measurement of
separately recognized servicing assets and servicing liabilities at fair value. Under this Statement, an entity can elect
subsequent fair value measurement to account for its separately recognized servicing assets and servicing liabilities.
Adoption of this Statement is required as of the beginning of the first fiscal year that begins after September 15, 2006.
On January 1, 2007 the Company adopted SFAS No. 156. The adoption of SFAS No. 156 did not have a material
impact on the financial position and results of operations of the Company.

The Company adopted the provisions of the Financial Accounting Standards Board (FASB) Interpretation No. 48
(FIN 48), Accounting for Uncertainty in Income Taxes - an interpretation of FASB Statement No. 109, on January 1,
2007. FIN 48 prescribes a recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. FIN 48 also provides guidance on
derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. As a result
of the implementation of FIN 48, the Company did not become aware of any liability for uncertain tax positions that it
believes should be recognized in the financial statements.

The Company or one of its subsidiaries files income tax returns in the U.S. federal and multiple-state jurisdictions.
With few exceptions, the Company is no longer subject to U.S. federal, state and local examinations by tax authorities
for years before 2003.

In February 2007, the Financial Accounting Standards Board (FASB) issued Statement of Financial Accounting
Standards No. 159, The Fair Value Option for Financial Assets and Financial Liabilities - including an amendment of
FASB Statement No. 115 (SFAS No. 159). SFAS No. 159 permits us to choose to measure certain financial assets and
liabilities at fair value that are not currently required to be measured at fair value (i.e. the Fair Value Option). Election
of the Fair Value Option is made on an instrument-by-instrument basis and is irrevocable. At the adoption date,
unrealized gains and losses on financial assets and liabilities for which the Fair Value Option has been elected would
be reported as a cumulative adjustment to beginning retained earnings. If we elect the Fair Value Option for certain
financial assets and liabilities, we will report unrealized gains and losses due to changes in their fair value in earnings
at each subsequent reporting date. SFAS No. 159 is effective as of January 1, 2008. We are currently evaluating the
potential impact of adopting SFAS No. 159 on our consolidated financial statements.
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In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value
Measurements (FAS 157). FAS 157 enhances existing guidance for measuring assets and liabilities using fair value.
Prior to the issuance of FAS 157, guidance for applying fair value was incorporated in several accounting
pronouncements. FAS 157 provides a single definition of fair value, together with a framework for measuring it, and
requires additional disclosure about the use of fair value to measure assets and liabilities. FAS 157 also emphasizes
that fair value is a market-based measurement, not an entity-specific measurement, and sets out a fair value hierarchy
with the highest priority being quoted prices in active markets. Under FAS 157, fair value measurements are disclosed
by level within that hierarchy. While FAS 157 does not add any new fair value measurements, it does change current
practice. Changes to practice include: (1) a requirement for an entity to include its own credit standing in the
measurement of its liabilities; (2) a modification of the transaction price presumption; (3) a prohibition on the use of
block discounts when valuing large blocks of securities for broker-dealers and investment companies; and (4) a
requirement to adjust the value of restricted stock for the effect of the restriction even if the restriction lapses within
one year. FAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007, and
interim periods within those fiscal years. We are currently evaluating the potential impact of adopting FAS 157 on our
financial statements.

In September 2006, the FASB ratified a consensus opinion by the EITF on EITF Issue 06-5, Accounting for Purchases
of Life Insurance-Determining the Amount That Could Be Realized in Accordance with FASB Technical Bulletin No.
85-4 (Accounting for Purchases of Life Insurance). The issue requires policy holders to consider other amounts
included in the contractual terms of an insurance policy, in addition to cash surrender value, for purposes of
determining the amount that could be realized under the terms of the insurance contract. If it is probable that
contractual terms would limit the amount that could be realized under the insurance contract, those contractual
limitations should be considered when determining the realizable amounts. The amount that could be realized under
the insurance contract should be determined on an individual policy (or certificate) level and should include any
amount realized on the assumed surrender of the last individual policy or certificate in a group policy.

The Company holds several life insurance policies, however, the policies do not contain any provisions that would
restrict or reduce the cash surrender value of the policies. The consensus in EITF Issue 06-5 is effective for fiscal
years beginning after December 15, 2006. The application of this guidance did not have a material adverse effect on
the Company’s financial position or results of operations.

NOTE G - COMMITMENTS AND CREDIT RISK

As of June 30, 2007, loan commitments and unused lines of credit totaled $64,818,000, standby letters of credit
totaled $367,000 and no commercial letters of credit were outstanding.

NOTE H - SEGMENT INFORMATION

The reportable segments are determined by the products and services offered, primarily distinguished between
banking and data processing operations. On March 24, 2007, The Exchange Bank and Reliance Financial Services,
N.A. were merged with and into the lead bank, The State Bank and Trust Company. Due to this merger, the segment
reporting as of June 30, 2006 has been restated.  

-17-

Edgar Filing: RURBAN FINANCIAL CORP - Form 10-Q

20



NOTE H -- SEGMENT INFORMATION (Continued)

As of and for the six months ended June 30, 2007
Data Total Intersegment Consolidated

Income statement
information: Banking Processing Other Segments Elimination Totals

Net interest
income (expense) $ 8,404,344 $ (167,102) $ (893,828) $ 7,343,414 $ 7,343,414

Non-interest
income - external
customers 3,746,531 9,463,394 36,517 13,246,442 13,246,442

Non-interest
income - other
segments 526,948 807,240 658,441 1,992,629 (1,992,629) —

Total revenue 12,677,823 10,103,532 (198,870) 22,582,485 (1,992,629) 20,589,856

Non-interest
expense 10,557,613 8,336,869 1,463,770 20,358,252 (1,992,629) 18,365,623

Significant
non-cash items:
Depreciation and
amortization 496,575 1,407,664 58,064 1,962,303 — 1,962,303
Provision for loan
losses 238,234 — — 238,234 — 238,234

Income tax
expense (benefit) 480,126 600,665 (582,290) 498,501 — 498,501

Segment profit
(loss) $ 1,401,850 $ 1,165,998 $ (1,080,350) $ 1,487,498 $ —$ 1,487,498

Balance sheet
information:
Total assets $ 529,530,988 $ 19,591,386 $ 8,062,404 $ 557,184,778 $ (8,984,568) $ 548,200,210

Goodwill and
intangibles 11,926,264 7,266,950 — 19,193,214 — 19,193,214

Premises and
equipment
expenditures 1,000,030 1,392,255 61,191 2,453,476 — 2,453,476
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NOTE H -- SEGMENT INFORMATION (Continued)

As of and for the six months ended June 30, 2006
Data Total Intersegment Consolidated

Income statement
information: Banking Processing Other Segments Elimination Totals

Net interest
income (expense) $ 8,663,691 $ (97,590) $ (871,582) $ 7,694,519 $ 7,694,519

Non-interest
income - external
customers 3,706,650 6,527,720 42,181 10,276,551 10,276,551

Non-interest
income - other
segments 52,397 840,001 548,353 1,440,751 (1,440,751) —

Total revenue 12,422,738 7,270,131 (281,048) 19,411,821 (1,440,751) 17,971,070

Non-interest
expense 10,467,131 5,755,990 1,247,536 17,470,657 (1,440,751) 16,029,906

Significant
non-cash items:
Depreciation and
amortization 481,927 1,186,084 49,732 1,717,743 — 1,717,743
Provision for loan
losses 302,321 — — 302,321 — 302,321

Income tax
expense (benefit) 414,460 514,808 (526,493) 402,775 — 402,775

Segment profit
(loss) $ 1,238,826 $ 999,333 $ (1,002,091) $ 1,236,068 $ —$ 1,236,068

Balance sheet
information:
Total assets $ 546,859,859 $ 13,882,700 $ 11,851,454 $ 572,594,013 $ (20,748,858) $ 551,845,155

Goodwill and
intangibles 12,314,160 — — 12,314,160 — 12,314,160

Premises and
equipment
expenditures 410,288 2,216,279 76,030 2,702,597 — 2,702,597
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NOTE H -- SEGMENT INFORMATION (Continued)

As of and for the three months ended June 30, 2007
Data Total Intersegment Consolidated

Income statement
information: Banking Processing Other Segments Elimination Totals

Net interest
income (expense) $ 4,272,915 $ (73,444) $ (449,333) $ 3,750,138 $ 3,750,138

Non-interest
income - external
customers 1,856,794 4,629,258 21,648 6,507,700 6,507,700

Non-interest
income - other
segments 824 392,015 345,395 738,234 (738,234) —

Total revenue 6,130,533 4,947,829 (82,290) 10,996,072 (738,234) 10,257,838

Non-interest
expense 4,847,410 4,228,103 728,091 9,803,604 (738,234) 9,065,370

Significant
non-cash items:
Depreciation and
amortization 255,990 708,027 29,555 993,572 — 993,572
Provision for loan
losses 145,594 — — 145,594 — 145,594

Income tax
expense (benefit) 306,182 244,692 (289,045) 261,829 — 261,829

Segment profit
(loss) $ 831,347 $ 475,034 $ (521,336) $ 785,045 $ —$ 785,045

Balance sheet
information:
Total assets $ 529,530,988 $ 19,591,386 $ 8,062,404 $ 557,184,778 $ (8,984,568) $ 548,200,210

Goodwill and
intangibles 11,926,264 7,266,950 — 19,193,214 — 19,193,214

Premises and
equipment
expenditures 269,595 620,218 61,191 951,004 — 951,004
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NOTE H -- SEGMENT INFORMATION (Continued)

As of and for the three months ended June 30, 2006
Data Total Intersegment Consolidated

Income statement
information: Banking Processing Other Segments Elimination Totals

Net interest
income (expense) $ 4,321,897 $ (51,663) $ (439,771) $ 3,830,463 $ 3,830,463

Non-interest
income - external
customers 1,959,613 3,286,586 22,053 5,268,252 5,268,252

Non-interest
income - other
segments 26,156 397,833 255,613 679,602 (679,602) —

Total revenue 6,307,666 3,632,756 (162,105) 9,778,317 (679,602) 9,098,715

Non-interest
expense 5,185,319 2,948,796 625,362 8,759,477 (679,602) 8,079,875

Significant
non-cash items:
Depreciation and
amortization 240,667 591,565 37,768 870,000 — 870,000
Provision for loan
losses 56,321 — — 56,321 — 56,321

Income tax
expense (benefit) 287,594 232,546 (271,144) 248,996 — 248,996

Segment profit
(loss) $ 778,432 $ 451,414 $ (516,323) $ 713,523 $ —$ 713,523

Balance sheet
information:
Total assets $ 546,859,859 $ 13,882,700 $ 11,851,454 $ 572,594,013 $ (20,748,858) $ 551,845,155

Goodwill and
intangibles 12,314,160 — — 12,314,160 — 12,314,160

Premises and
equipment
expenditures 89,432 405,022 71,102 565,556 — 565,556
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

Cautionary Statement Regarding Forward-Looking Information

Management’s Discussion and Analysis of Financial Condition and Results of Operations contains forward-looking
statements that are provided to assist in the understanding of anticipated future financial performance.
Forward-looking statements provide current expectations or forecasts of future events and are not guarantees of future
performance. Examples of forward-looking statements include: (a) projections of income or expense, earnings per
share, the payments or non-payments of dividends, capital structure and other financial items; (b) statements of plans
and objectives of the Company or our management or Board of Directors, including those relating to products or
services; (c) statements of future economic performance; and (d) statements of assumptions underlying such
statements. Words such as “believes,” “anticipates,” “expects,” “intends,” “targeted,” and similar expressions are intended to
identify forward-looking statements, but are not the exclusive means of identifying those statements. Forward-looking
statements are based on management’s expectations and are subject to a number of risks and uncertainties. Although
management believes that the expectations reflected in such forward-looking statements are reasonable, actual results
may differ materially from those expressed or implied in such statements. Risks and uncertainties that could cause
actual results to differ materially include, without limitation, changes in interest rates, changes in the competitive
environment, and changes in banking regulations or other regulatory or legislative requirements affecting bank
holding companies. Additional detailed information concerning a number of important factors which could cause
actual results to differ materially from the forward-looking statements contained in Management’s Discussion and
Analysis of Financial Condition and Results of Operations is available in the Company’s filings with the Securities and
Exchange Commission, under the Securities Exchange Act of 1934, including the disclosure under the heading
“Item 1A. Risk Factors” of Part I of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31,
2006. Undue reliance should not be placed on the forward-looking statements, which speak only as of the date hereof.
Except as may be required by law, the Company undertakes no obligation to update any forward-looking statement to
reflect unanticipated events or circumstances after the date on which the statement is made.

Overview of Rurban

Rurban is a bank holding company registered with the Federal Reserve Board. Rurban’s wholly-owned subsidiary, The
State Bank and Trust Company (“State Bank”), is engaged in commercial banking. Rurban’s subsidiary, Rurbanc Data
Services, Inc. (“RDSI”), provides computerized data processing services to community banks and businesses. On March
24, 2007, The Exchange Bank and Reliance Financial Services, N.A. (“Reliance”) were merged with and into the lead
bank, State Bank. Reliance’s trust and investment operations are now conducted through a division of State Bank,
doing business under the name Reliance Financial Services.

Rurban Statutory Trust I (“RST”) was established in August 2000. In September 2000, RST completed a pooled private
offering of 10,000 Capital Securities with a liquidation amount of $1,000 per security. The proceeds of the offering
were loaned to the Company in exchange for junior subordinated debentures of the Company with terms substantially
similar to the Capital Securities. The sole assets of RST are the junior subordinated debentures, and the back-up
obligations, in the
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aggregate, constitute a full and unconditional guarantee by the Company of the obligations of RST under the Capital
Securities. 

Rurban Statutory Trust II (“RST II”) was established in August 2005. In September 2005, RST II completed a pooled
private offering of 10,000 Capital Securities with a liquidation amount of $1,000 per security. The proceeds of the
offering were loaned to the Company in exchange for junior subordinated debentures of the Company with terms
substantially similar to the Capital Securities. The sole assets of RST II are the junior subordinated debentures, and the
back-up obligations, in the aggregate, constitute a full and unconditional guarantee by the Company of the obligations
of RST II under the Capital Securities.

RFCBC, Inc. (“RFCBC”) is an Ohio corporation and wholly-owned subsidiary of the Company that was incorporated in
August 2004. RFCBC operates as a loan subsidiary in servicing and working out problem loans.

Diverse Computer Marketers, Inc (“DCM”), a wholly-owned subsidiary of RDSI, provides item processing services to
over 50 financial institutions throughout the Midwest.

Critical Accounting Policies

Note 1 to the Notes to the Consolidated Financial Statements included in the Company’s Annual Report on Form 10-K
for the fiscal year ended December 31, 2006 describes the significant accounting policies used in the development and
presentation of the Company’s financial statements. The accounting and reporting policies of the Company are in
accordance with accounting principles generally accepted in the United States and conform to general practices within
the banking industry. The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions. The Company’s financial position and results of
operations can be affected by these estimates and assumptions and are integral to the understanding of reported
results. Critical accounting policies are those policies that management believes are the most important to the
portrayal of the Company’s financial condition and results, and they require management to make estimates that are
difficult, subjective, or complex.

Allowance for Loan Losses - The allowance for loan losses provides coverage for probable losses inherent in the
Company’s loan portfolio. Management evaluates the adequacy of the allowance for loan losses each quarter based on
changes, if any, in underwriting activities, loan portfolio composition (including product mix and geographic, industry
or customer-specific concentrations), trends in loan performance, regulatory guidance and economic factors. This
evaluation is inherently subjective, as it requires the use of significant management estimates. Many factors can affect
management’s estimates of specific and expected losses, including volatility of default probabilities, rating migrations,
loss severity and economic and political conditions. The allowance is increased through provisions charged to
operating earnings and reduced by net charge-offs.

The Company determines the amount of the allowance based on relative risk characteristics of the loan portfolio. The
allowance recorded for commercial loans is based on reviews of individual credit relationships and an analysis of the
migration of commercial loans and actual loss experience. The allowance recorded for homogeneous consumer loans
is based on an analysis of loan mix, risk characteristics of the portfolio, fraud loss and bankruptcy experiences, and
historical losses, adjusted
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for current trends, for each homogeneous category or group of loans. The allowance for credit losses relating to
impaired loans is based on the loan’s observable market price, the collateral for certain collateral-dependent loans, or
the discounted cash flows using the loan’s effective interest rate.

Regardless of the extent of the Company’s analysis of customer performance, portfolio trends or risk management
processes, certain inherent but undetected losses are probable within the loan portfolio. This is due to several factors,
including inherent delays in obtaining information regarding a customer’s financial condition or changes in their
unique business conditions, the subjective nature of individual loan evaluations, collateral assessments and the
interpretation of economic trends. Volatility of economic or customer-specific conditions affecting the identification
and estimation of losses for larger non-homogeneous credits and the sensitivity of assumptions utilized to establish
allowances for homogenous groups of loans are also factors. The Company estimates a range of inherent losses related
to the existence of these exposures. The estimates are based upon the Company’s evaluation of imprecise risk
associated with the commercial and consumer allowance levels and the estimated impact of the current economic
environment. To the extent that actual results differ from management’s estimates, additional loan loss provisions may
be required that could adversely impact earnings for future periods.

Goodwill and Other Intangibles - The Company records all assets and liabilities acquired in purchase acquisitions,
including goodwill and other intangibles, at fair value as required by SFAS 141. Goodwill is subject, at a minimum, to
annual tests for impairment. Other intangible assets are amortized over their estimated useful lives using straight-line
or accelerated methods, and are subject to impairment if events or circumstances indicate a possible inability to realize
the carrying amount. The initial goodwill and other intangibles recorded and subsequent impairment analysis requires
management to make subjective judgments concerning estimates of how the acquired asset will perform in the future.
Events and factors that may significantly affect the estimates include, among others, customer attrition, changes in
revenue growth trends, specific industry conditions and changes in competition. A decrease in earnings resulting from
these or other factors could lead to an impairment of goodwill that could adversely impact earnings of future periods.

Impact of Accounting Changes

None

Three Months Ended June 30, 2007 compared to Three Months Ended June 30, 2006

Net Income: Net income for the second quarter of 2007 was $785,000, or $0.16 per diluted share, compared to
$714,000, or $0.14 per diluted share, for the second quarter of 2006. This quarterly increase in net income was driven
by a $1.5 million increase in non-interest income offset by an increase of $89,000 in provision expense, a reduction of
$80,000 in net interest income along with a $985,000 increase in non-interest expense. The primary driver of the
increase in non-interest income is data processing fees generated from the acquisition of DCM. The $985,000 increase
in non-interest expense is likewise due to the acquisition of DCM. The acquisition of DCM was completed in
September of 2006.

Net Interest Income: Net interest income was $3.8 million, down $80,000 or 2.1 percent, from the 2006 second
quarter. Average earning assets decreased $5.6 million or 1.2 percent over the 12-month period. The decrease in
earning assets is a result of the balance sheet restructuring that the Company
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completed at the end of 2006. Loan growth over the past twelve months was $21.8 million, or 5.9 percent, reaching
$381.7 million at June 30, 2007; this growth was entirely organic. Nearly 70 percent of State Bank’s loan portfolio is
commercial, and virtually all of the Bank’s growth was derived from this sector. Loan growth accelerated during the
second quarter of 2007, increasing $8.4 million, or 9 percent annualized, from the first quarter of 2007. As of June 30,
2007, loans were $11.6 million higher than year-end, with commercial loan growth leading the way. Year-over-year,
the net interest margin decreased 6 basis points from 3.25 percent for the second quarter 2006 to 3.19 percent for the
second quarter 2007. The 3.19 percent represents a 15 basis point increase from the linked quarter of 3.04 percent.
This increase is again a result of the balance sheet restructuring that the Company completed at the end of 2006.

Provision for Loan Losses: The provision for loan losses was $146,000 in the second quarter of 2007 compared to a
$56,000 provision for the second quarter of 2006. The Company experienced minimal losses in the 2007 second
quarter, which is reflected in net charge-offs of $90,000 compared to $33,000 of net recoveries in the 2006 second
quarter. For the second quarter ended June 30, 2007, net charge-offs as a percentage of average loans was 0.09 percent
annualized. At quarter end, consolidated non-performing assets, including those of RFCBC (the loan workout
subsidiary), were $6.0 million, or 1.09 percent of total assets compared with $5.9 million, or 1.07 percent of total
assets for the prior-year second quarter. The increase in non-performing assets in the second quarter compared to the
first quarter of 2007 was due to three commercial credits that have been adequately reserved. The loss associated with
these three credits is expected to be less than $50,000. The following asset quality ratios as of the end of their
respective periods demonstrate the decrease in the provision:

($ in Thousands)
June 30,
2007

March 31,
2007

June 30, 2006

Net charge-offs $90 $41 $(33)

Non-performing loans 5,913 4,103 5,479

OREO / OAO 84 9 430

Non-performing assets 5,997 4,112 5,909

Non-performing assets / Total assets 1.09% .75% 1.07%

Allowance for loan losses / Total loans 1.00% 1.01% 1.23%

Allowance for loan losses / Non-performing assets 63.8% 91.6% 75.1%

Non-interest Income: Non-interest income was $6.5 million for the second quarter of 2007 compared with $5.3
million for the prior-year second quarter, an increase of $1.2 million, or 23.5 percent. The increase was primarily
driven by data processing fees, as they increased $1.3 million. DCM, which was acquired by RDSI in September of
2006, provided $1.1 million of this increase. Rurban's data processing subsidiary accounts for approximately $4.6
million, or 70.8 percent of non-interest income. Excluding the $1.1 million in DCM revenue, non-interest income
increased $128,000, or 2.4 percent and was driven by organic growth within RDSI. Gains on sales of loans increased
as well, as approximately $2.0 million in Ag Real Estate loans were sold during the quarter for an $88,000 gain.
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Non-interest Expense: Non-interest expense was $9.1 million for the second quarter of 2007, up $985,000, or 12.2
percent, from the year-earlier quarter. Included in the second quarter 2007 operating results are $1.0 million of DCM
operating expense. The acquisition of DCM took place in September 2006, so there were no corresponding DCM
expenses in the second quarter, 2006. In comparison to the first quarter, operating expenses decreased $235,000, or
2.5 percent, despite additional expense within the data processing segment. Salaries and benefit expense declined 4.8
percent as a result of the Company’s efforts to reduce staff through the consolidation of its back office staff and other
operational activities coinciding with the merger of The Exchange Bank into The State Bank and Trust Company.

Six Months Ended June 30, 2007 compared to Six Months Ended June 30, 2006

Net Income: Rurban Financial Corp. had net income of $1.5 million or $0.30 per diluted share for the six months
ended June 30, 2007 compared to $1.2 million or $0.25 per diluted share for the six months ended June 30, 2006. This
represents a $251,000, or 20.3 percent, increase in comparison of the six-month periods. Significant changes from
period to period include a decrease in net interest income of $351,000, a $3.0 million increase in non-interest income
and a $2.3 million increase in non-interest expense. The increase in non-interest income and non-interest expense is
primarily due to the September 2006 acquisition of DCM, which provided $2.2 million of income and $2.0 million of
expense.

Net Interest Income: For the six months ended June 30, 2007, net interest income was $7.3 million, a decrease of
$351,000, or 4.6 percent, from the six-month period ended June 30, 2006. This decrease is primarily the result of a 20
basis point decrease in the year-to-date net interest margin. The banking industry as a whole has experienced margin
compression throughout the past year. The Corporation’s earning assets have grown minimally over the past twelve
months. The strategic decision to restructure the balance sheet is benefiting the corporation as the net interest margin
has improved the past two quarters. As mentioned previously, the loan portfolio continues to grow and the liquidity
provided by the reduction in investment securities has been used to fund this growth. Rurban continues to monitor
opportunities to improve the margin through funding loans with lower yielding investments.

Provision for Loan Losses: The provision for loan losses was $238,000 for the six months ended June 30, 2007
compared to $302,000 for the six months ended June 30, 2006.

Non-interest Income: Non-interest income was $13.2 million for the six months ended June 30, 2007 compared with
$10.3 million for the six months ended June 30, 2006. Of the $3.0 million increase, DCM accounted for $2.2 million
with RDSI contributing approximately $700,000. Excluding DCM’s contribution, non-interest income for the period
increased $727,000, or 7.1 percent. Management continues to focus on fee income opportunities within the SBA and
FSA programs. Gains on sale of loans increased $95,000 year-over-year. Trust fee income also increased from
$792,000 to $866,000, as total trust assets managed reached a record high of $373 million.

Non-interest Expense: For the six months ended June 30, 2007, total non-interest expense was $18.4 million
compared with $16.0 million for the six months ended June 30, 2006. This represents a $2.3 million, or 14.6 percent,
increase period over period. Of the overall increase, salaries and benefits accounted for $929,000, equipment expenses
increased $559,000, postage and delivery expenses increased $522,000 and professional fees were up $134,000.
Again, the acquisition of DCM had a major role in the increases, as they accounted for $2.0 million of expenses that
were not in the June 30, 2006 totals.
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Changes in Financial Condition

June 30, 2007 vs. December 31, 2006

At June 30, 2007, total assets were $548.2 million, representing a decrease of $7.8 million or 1.4 percent, from
December 31, 2006. The decline was primarily attributable to a decrease of $9.1 million, or 8.9 percent in
available-for-sale securities and a $10.4 million, or 46.1 percent decrease in cash and cash equivalents. Total loans
increased $11.6 million, or 3.1 percent during the six month period. The decrease in securities was due to several
securities being called or matured, with those funds being used to fund loans. This in turn has improved the net
interest margin, as the proceeds from lower yielding securities have been reinvested in higher yielding loans.

Year- over-year, average assets increased $4.4 million, or 0.8 percent. Loan growth over the past twelve months was
approximately $21.8 million, or 6.1 percent, reaching $381.7 million at June 30, 2007; this growth was entirely
organic. Virtually all of the growth in the Bank’s loan portfolio over this period was derived from the commercial
sector. After a steady but slow first quarter resulting from both competitive factors and the priority given to merger
activities during the preceding quarter, loan growth rebounded during the second quarter of 2007, growing at an
annualized rate of nearly 9 percent.

At June 30, 2007, liabilities totaled $490.9 million, a decrease of $8.2 million since December 31, 2006. Of this
decrease, significant changes included total deposits, which decreased $6.8 million (1.7 percent); notes payable, which
decreased $1.5 million (56.5 percent); and other liabilities, which decreased $1.5 million (26.1 percent). Of the $8.2
million decrease in total deposits, time deposits decreased $12.2 million and demand deposits decreased $5.3 million
during the period, while savings, interest checking and money market deposits increased $10.5 million. The decrease
in time deposits was due to excess liquidity which allowed management to run off higher cost municipal deposits.

From December 31, 2006 to June 30, 2007, total shareholders’ equity increased $394,000, or 0.7 percent, to $57.3
million. Of this increase, retained earnings increased $884,000 which is the result of $1.5 million in net income less
$603,000 in cash dividends to shareholders. Additional paid-in-capital increased $23,000 as the result of stock option
expense incurred during the year. Accumulated other comprehensive loss increased $364,000 as the result of a
decrease in market value of the available-for-sale securities portfolio. The stock repurchase plan also reduced capital
by $149,000 during the second quarter of 2007.

-27-

Edgar Filing: RURBAN FINANCIAL CORP - Form 10-Q

31



Capital Resources

At June 30, 2007, actual capital levels (in millions) and minimum required levels were as follows:

Minimum Required
Minimum Required To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purposes Action Regulations

Amount Ratio Amount Ratio Amount Ratio

Total capital (to risk
weighted assets)
Consolidated $ 63.2 15.9% $ 31.7 8.0% $ — N/A
State Bank 48.1 12.5 30.7 8.0 38.4 10.0

Both the Company and State Bank were categorized as well capitalized at June 30, 2007.

LIQUIDITY

Liquidity relates primarily to the Company’s ability to fund loan demand, meet deposit customers’ withdrawal
requirements and provide for operating expenses. Assets used to satisfy these needs consist of cash and due from
banks, federal funds sold, interest earning deposits in other financial institutions, securities available-for sale and loans
held for sale. These assets are commonly referred to as liquid assets. Liquid assets were $105.9 million at June 30,
2007 compared to $125.5 million at December 31, 2006.

The Company’s residential first mortgage portfolio of $88.0 million at June 30, 2007 and $94.4 million at December
31, 2006, which can and has been used to collateralize borrowings, is an additional source of liquidity. At June 30,
2007, all eligible mortgage loans were pledged under a Federal Home Loan Bank (“FHLB”) blanket lien.

The cash flow statements for the periods presented provide an indication of the Company’s sources and uses of cash, as
well as an indication of the ability of the Company to maintain an adequate level of liquidity. A discussion of the cash
flow statements for the six months ended June 30, 2007 and 2006 follows.

The Company experienced positive cash flows from operating activities for the six months ended June 30, 2007 and
2006. Net cash provided from operating activities was $2.2 million and $1.6 million, respectively, for the six months
ended June 30, 2007 and 2006.

Net cash flow from investing activities was $(5.2) million and $(32.1) million for the six months ended June 30, 2007
and 2006, respectively. The changes in net cash from investing activities at June 30, 2007 included loan growth of
$11.8 million, available-for-sale securities purchases totaling $15.4 million and purchases of premises equipment and
software totaling $2.5 million. These cash payments were offset by $23.5 million in proceeds from maturities of
available-for-sale securities. The changes in net cash from investing activities at June 30, 2006 included loan growth
of $33.6 million, payment to the shareholders of Exchange Bancshares, Inc., which merged with the Company
effective December 31, 2005, of $6.5
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million and available-for-sale security purchases totaling $12.7 million. This was partially offset by proceeds from
maturities and proceeds from the sales of available-for-sale securities totaling $5.0 million and $15.6 million,
respectively.

Net cash flow from financing activities was $(7.3) million and $29.4 million for the six month periods ended June 30,
2007 and 2006, respectively. The 2007 financing activities included a $5.2 million increase in demand deposits,
money market, interest checking and savings accounts, which was more than offset by a $12.2 million decrease in
certificates of deposit and a $1.5 million decrease in notes payable. The net cash provided by financing activities at
June 30, 2006 was primarily due to an increase in total deposits of $16.1 million, an increase in repurchase agreements
of $11.4 million, a net increase in Federal Home Loan Bank advances of $8.0 million, partially offset by a decrease in
fed funds purchases of $4.6 million.

Off-Balance-Sheet Borrowing Arrangements:

Significant additional off-balance-sheet liquidity is available in the form of FHLB advances, unused federal funds
lines from correspondent banks, and the national certificate of deposit market.

Approximately $74.5 million of the Company’s $88.0 million residential first mortgage loan portfolio qualifies to
collateralize FHLB borrowings and was pledged to meet FHLB collateralization requirements as of June 30, 2007.
Based on the current collateralization requirements of the FHLB, approximately $19.7 million of additional borrowing
capacity existed at June 30, 2007.

As of June 30, 2007, the Company had unused federal funds lines totaling $19.9 million from four correspondent
banks. At December 31, 2006, the Company had $21.8 million in federal fund lines. Federal funds borrowed at June
30, 2007 and December 31, 2006 totaled $1 million and $0, respectively.

The Company’s contractual obligations as of June 30, 2007 consisted of long-term debt obligations, other debt
obligations, operating lease obligations and other long-term liabilities. Long-term debt obligations were comprised of
FHLB advances of $21.0 million. Other debt obligations were comprised of Trust Preferred Securities of $20.6
million. The operating lease obligation is a lease on the State Bank operations building of $99,600 per year, the
RDSI-North building of $162,000 per year, the new Northtowne branch of State Bank of $60,000 per year and the
DCM Lansing and Indiana facilities which total $108,000 and $60,000, respectively, per year. Other long-term
liabilities were comprised of time deposits of $225.6 million.

ASSET LIABILITY MANAGEMENT

Asset liability management involves developing and monitoring strategies to maintain sufficient liquidity, maximize
net interest income and minimize the impact that significant fluctuations in market interest rates would have on
earnings. The business of the Company and the composition of its balance sheet consists of investments in
interest-earning assets (primarily loans, mortgage-backed securities, and securities available for sale) which are
primarily funded by interest-bearing liabilities (deposits and borrowings). With the exception of loans, which are
originated and held for sale, all of the financial instruments of the Company are for other than trading purposes. All of
the Company’s transactions are denominated in U.S. dollars with no specific foreign exchange exposure. In addition,
the Company has limited exposure to commodity prices related to agricultural loans. The impact of changes in foreign
exchange rates and commodity prices on interest rates are assumed to be insignificant. The Company’s
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financial instruments have varying levels of sensitivity to changes in market interest rates resulting in market risk.
Interest rate risk is the Company’s primary market risk exposure; to a lesser extent, liquidity risk also impacts market
risk exposure.

Interest rate risk is the exposure of a banking institution’s financial condition to adverse movements in interest rates.
Accepting this risk can be an important source of results and profitability and stockholder value; however, excessive
levels of interest rate risk could pose a significant threat to the Company’s earnings and capital base. Accordingly,
effective risk management that maintains interest rate risks at prudent levels is essential to the Company’s safety and
soundness.

Evaluating a financial institution’s exposure to changes in interest rates includes assessing both the adequacy of the
management process used to control interest rate risk and the organization’s quantitative level of exposure. When
assessing the interest rate risk management process, the Company seeks to ensure that appropriate policies,
procedures, management information systems, and internal controls are in place to maintain interest rate risks at
prudent levels of consistency and continuity. Evaluating the quantitative level of interest rate risk exposure requires
the Company to assess the existing and potential future effects of changes in interest rates on its consolidated financial
condition, including capital adequacy, earnings, liquidity, and asset quality (when appropriate).

The Federal Reserve Board, together with the Office of the Comptroller of the Currency and the Federal Deposit
Insurance Company, adopted a Joint Agency Policy Statement on interest rate risk effective June 26, 1996. The policy
statement provides guidance to examiners and bankers on sound practices for managing interest rate risk, and serves
as the basis for ongoing evaluation of the adequacy of interest rate risk management at supervised institutions. The
policy statement also outlines fundamental elements of sound management that have been identified in prior Federal
Reserve guidance and discusses the importance of these elements in the context of managing interest rate risk.
Specifically, the guidance emphasizes the need for active Board of Director and senior management oversight and a
comprehensive risk management process that effectively identifies, measures, and controls interest rate risk.

Financial institutions derive their income primarily from the excess of interest collected over interest paid. The rates
of interest an institution earns on its assets and owes on its liabilities generally are established contractually for a
period of time. Since market interest rates change over time, an institution is exposed to lower profit margins (or
losses) if it cannot adapt to interest rate changes. For example, assume that an institution’s assets carry intermediate or
long-term fixed rates and that those assets are funded with short-term liabilities. If market interest rates rise by the
time the short-term liabilities must be refinanced, the increase in the institution’s interest expense on its liabilities may
not be sufficiently offset if assets continue to earn at the long-term fixed rates. Accordingly, an institution’s profits
could decrease on existing assets because the institution will either have lower net interest income or possibly, net
interest expense. Similar risks exist when assets are subject to contractual interest rate ceilings, or rate sensitive assets
are funded by longer-term, fixed-rate liabilities in a declining rate environment.

There are several ways an institution can manage interest rate risk including: 1) matching repricing periods for new
assets and liabilities, for example, by shortening terms of new loans or investments; 2) selling existing assets or
repaying certain liabilities; and 3) hedging existing assets, liabilities, or anticipated transactions. An institution might
also invest in more complex financial instruments intended to hedge or otherwise change interest rate risk. Interest
rate swaps, futures contacts, options on futures contracts, and other such derivative financial instruments can be used
for this purpose. Because these instruments are sensitive to interest rate changes, they require management’s expertise
to be effective. The Company has not purchased derivative financial instruments in the past.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

The following table provides information about the Company’s financial instruments used for purposes other than
trading that are sensitive to changes in interest rates as of June 30, 2007. It does not present when these items may
actually reprice. For loans receivable, securities, and liabilities with contractual maturities, the table presents principal
cash flows and related weighted-average interest rates by contractual maturities as well as the Company’s historical
experience of the impact of interest rate fluctuations on the prepayment of loans and mortgage backed securities. For
core deposits (demand deposits, interest-bearing checking, savings, and money market deposits) that have no
contractual maturity, the table presents principal cash flows and, as applicable, related weighted-average interest rates
based upon the Company’s historical experience, management’s judgment and statistical analysis, as applicable,
concerning their most likely withdrawal behaviors. The current interest rates for core deposits have been assumed to
apply for future periods in this table as the actual interest rates that will need to be paid to maintain these deposits are
not currently known. Weighted average variable rates are based upon contractual rates existing at the reporting date.
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Principal/Notional Amount Maturing or Assumed to Withdraw In:
(Dollars in Thousands)

Comparison of 2007 to 2006: First Years
Total rate-sensitive assets: Year 2 - 5 Thereafter Total
At June 30, 2007 $ 175,915 $ 184,505 $ 119,048 $ 479,469
At December 31, 2006 195,015 170,804 120,379 486,198
Increase (decrease) $ (19,100) $ 13,701 $ (1,331) $ (6,729)

Total rate-sensitive liabilities:
At June 30, 2007 $ 226,596 $ 236,128 $ 21,725 $ 484,449
At December 31, 2006 232,446 237,240 21,349 491,035
Increase (decrease) $ (5,850) $ (1,112) $ 376 $ (6,586)

The above table reflects expected maturities, not expected repricing. The contractual maturities adjusted for
anticipated prepayments and anticipated renewals at current interest rates, as shown in the preceding table, are only
part of the Company’s interest rate risk profile. Other important factors include the ratio of rate-sensitive assets to
rate-sensitive liabilities (which takes into consideration loan repricing frequency, but not when deposits may be
repriced) and the general level and direction of market interest rates. For core deposits, the repricing frequency is
assumed to be longer than when such deposits actually reprice. For some rate sensitive liabilities, their repricing
frequency is the same as their contractual maturity. For variable rate loans receivable, repricing frequency can be daily
or monthly. For adjustable rate loans receivable, repricing can be as frequent as annually for loans whose contractual
maturities range from one to thirty years. While increasingly aggressive local market competition in lending rates has
pushed loan rates lower, the Company’s increased reliance on non-core funding sources has restricted the Company’s
ability to reduce funding rates in concert with declines in lending rates.

The Company manages its interest rate risk by the employment of strategies to assure that desired levels of both
interest-earning assets and interest-bearing liabilities mature or reprice with similar time frames. Such strategies
include: 1) loans receivable which are renewed (and repriced) annually, 2) variable rate loans, 3) certificates of deposit
with terms from one month to six years, 4) securities available for sale which mature at various times primarily from
one through ten years, 5) federal funds borrowings with terms of one day to 30 days, and 6) FHLB borrowings with
terms of one day to ten years.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

With the participation of the President and Chief Executive Officer (the principal executive officer) and the Executive
Vice President and Chief Financial Officer (the principal financial officer) of the Company, the Company’s
management has evaluated the effectiveness of the Company’s disclosure controls and procedures (as defined in Rule
13a-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of the end of the quarterly
period covered by this Quarterly Report on Form 10-Q. Based on that evaluation, the Company’s President and Chief
Executive Officer and Executive Vice President and Chief Financial Officer have concluded that:

· information required to be disclosed by the Company in this Quarterly Report on Form 10-Q and other reports which
the Company files or submits under the Exchange Act would be accumulated and
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communicated to the Company’s management, including its principal executive officer and principal financial officer,
as appropriate to allow timely decisions regarding required disclosure;

· information required to be disclosed by the Company in this Quarterly Report on Form 10-Q and other reports which
the Company files or submits under the Exchange Act would be recorded, processed, summarized and reported
within the time periods specified in the SEC’s rules and forms; and

· the Company’s disclosure controls and procedures were effective as of the end of the quarterly period covered by this
Quarterly Report on Form 10-Q.

Changes in Internal Control Over Financial Reporting

There were no changes in the Company’s internal control over financial reporting (as defined in Rule 13a-15(f) under
the Exchange Act) that occurred during the Company’s fiscal quarter ended June 30, 2007, that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II - OTHER INFORMATION

Item 1. Legal Proceedings
There are no material pending legal proceedings against the Company or any of its subsidiaries other than ordinary,
routine litigation incidental to their respective businesses. In the opinion of management, this litigation should not,
individually or in the aggregate, have a material adverse effect on the Company’s results of operations or financial
condition.

Item 1A. Risk Factors
An investment in our common shares involves certain risks, including those identified and described in “Item 1A. Risk
Factors” of Part I of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2006, as well
as in the Cautionary Statements Regarding Forward-Looking Information contained on page 22 of this Form 10-Q.
These risk factors could materially affect the Company’s business, financial condition or future results. There have
been no material change in the risk factors previously disclosed in the Company’s Annual Report on Form 10-K for the
fiscal year ended December 31, 2006.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
a. Not applicable
b. Not applicable

c.The following table provides information regarding repurchases of the Company’s common shares during the three
months ended June 30, 2007:

Period

Total Number
of

Shares
Purchased (1)

Average Price
Paid per Share

Total Number
of

Shares
Purchased as

Part of
Publicly

Announced
Plans or
Programs

Maximum
Number
(or

Approximate
Dollar Value)

of
Shares that
May Yet

Be Purchased
Under

the Plans or
Programs (2)

April 1 through April 30,
2007 2,594 $12.00 — 250,000

May 1 through May 31,
2007 6,186 $12.11 2,000 248,000

June 1 through June 30,
2007 12,378 $12.52 10,000 238,000

(1)All of the repurchased shares, other than the shares repurchased as part of the publicly announced plan, were
purchased in the open market by Reliance Financial Services, an indirect subsidiary of the Company, in its
capacity as the administrator of the Company’s Employee Stock Ownership and Savings Plan.

(2)On April 12, 2007 the Company announced that its Board of Directors had authorized a stock repurchase program
pursuant to which the Company may purchase up to 250,000 common shares over the ensuing 15-month period.
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Item 3. Defaults Upon Senior Securities
Not applicable
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Item 4. Submission of Matters to a Vote of Security Holders
Not applicable

Item 5. Other Information
Not applicable

Item 6. Exhibits
Exhibits

31.1 - Rule 13a-14(a)/15d-14(a) Certification (Principal Executive Officer)
31.2 - Rule 13a-14(a)/15d-14(a) Certification (Principal Financial Officer)
32.1 - Section 1350 Certification (Principal Executive Officer)
32.2 - Section 1350 Certification (Principal Financial Officer)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has caused this report to be signed
on its behalf by the undersigned hereunto duly authorized.

RURBAN FINANCIAL CORP.

Date:  August 13, 2007

By:  /s/ Kenneth A. Joyce

Kenneth A. Joyce
President & Chief Executive Officer

By:  /s/ Duane L. Sinn

Duane L. Sinn
Executive Vice President & Chief Financial Officer
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