' 7 WESTERN
[ RESERVE 330-764-3131 ¢ Fax 330-764-3311
BANCORR INC., 4015 Medina Road ® P.O. Box 585 ® Medina, Ohio 44258-0585

www.westernreservebank.com

December 11, 2009

Dear Fellow Shareholder:

In the third quarter of 2009, your Bank bounced back to a net profit of $146,436, from a
loss of $120,102 in the second quarter. This results in a year-to-date net income for
Western Reserve Bancorp of $56,997. '

In last quarter's letter, I indicated that three major issues coniributed to the loss position.
This quarter, circumstances have improved related to these issues.

® Interest Rates ~ We have been diligently taking actions to improve our net
interest margin since the Fed precipitously depressed the prime rate in late
2008. These steps have resulted in our margin increasing from 3.11% in the
second quarter to 3.39% in the third. This seemingly small improvement
meant our net interest income increased by $152,000 in the third quarter
compared to the second quarter. On an annualized basis, that change alone
would mean an improvement of $608,000 in net interest income.

e Allowance for Loan Losses — We did not have to set aside as large a reserve
as was necessary in the prior quarter. This resulted in a decrease in provision
expense of $157,000 from quarter to quarter,

® FDIC Charges — We were not burdened by another FDIC special assessment
of $90,000 like the one that occurred in the second quarter,

We are pleased with the direction of our quarterly profit picture and appreciate your
continued support,

%’L
Keon

President & CEO

Sincerely,
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