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To Our Shareholders,

As we noted in our second quarter web cast, we continue to improve our corporation from a number of perspectives. Earnings, total
revenue, Tier 1 and total risk-based capital, as well as services-per-household, all revealed positive movement while non-performing
assets, delinquencies, and non-interest expenses were all down. Our strategies to continue to selectively build the balance sheet as
we reduce overhead are providing a foundation that we will use as a building block in future quarters.

We have also begun to benchmark key metrics, not only in our organization to those of similarly structured organizations, but also
to significantly higher-performing ones as well. This initiative has clearly revealed our operational strengths and weaknesses and
we are developing major initiatives to expand on our strengths, while at the same time identifying opportunities to close the gaps in
areas of weakness. Quarterly discussions with executive management and our board of directors will ensure appropriate emphasis and attention.

One key area that we are benchmarking is non-interest expense. For the first half of 2011 our corporation (excluding RDSI) averaged approximately
3.84% core, non-interest expense to average assets while our peer median was approximately 3.11%. With a slow, or no-growth economy; it is absolutely
imperative we continue to reduce expenses. We are currently redefining each of our delivery channels, analyzing vendor contracts, and identifying
supplemental areas for potential improvement.

One of our strengths, compared to our peer group, is our level of non-interest income. In addition to the revenue from a significantly reduced technology
division (RDSI), we continue to expand our residential mortgage business as well as our assets under management in our wealth management division,
Reliance Financial Services. Additionally, we have plans to offer more loan-based insurance products in the second half of the year. Our overarching
goal is to continue to emphasize the coverage of non-interest expense with non-interest income.

We also discussed our de-leverage strategy at length this quarter. This balance sheet optimization allowed us to reduce lower-yielding assets and
eliminate higher-cost funding to improve capital ratios as well as expand our net interest margin. With a stable margin coupled with modest balance
sheet growth, we have positioned ourselves to continue to improve our operational efficiency.

Finally, we are beginning to gather some optimism on our local and regional economies. Specifically, our loan and core-deposit balances expanded

while our loan and collection expenses and charge-offs, declined. As a result, our loan loss reserve, as a percentage of NPAs, now stands at 80% coverage

versus 56% June 30, 2010. With the inertia of these and other positive trends, we look forward to more opportunities to improve our performance in
the second half of the year.

Mark A. Klein

President and Chief Executive Officer

hts of the second quarter include:

the same time it reduced asset size, the risk-adjusted capital ratios showed less

o Growth in core pre-tax, pre-provision earnings despite decline of RDSI

revenue. Higher net interest income and improved expense controls more
than offset the decline of RDSI’s data processing revenue for the 2011 second
quarter and six-month periods. Core pretax, pre-provision earnings were
$1.06 million for the 2011 second quarter, up $139,000 or 15.2 percent, from
the linked quarter, and higher by $1.40 million from the year-ago quarter.

o Net interest income benefited from margin improvement and recent
loan growth. Net interest income on a fully tax-equivalent basis increased
$364,000, or 7.3 percent, above the linked quarter, benefitting from
a 22 basis point margin improvement on a fully tax-equivalent basis,
combined with $7.8 million, or 1.86 percent, growth in average loans.

o The balance sheet deleveraging initiative was completed in June 2011; with the
majority of revenue impact anticipated in future quarters. In addition to improved
capital ratios, a net gain of $0.79 million was the major impact this quarter from
the sale of $43 million of securities and the pay down of $32 million of FHLB
advances and repos. It is anticipated that third quarter results should reflect
reduced funding costs and margin improvement of approximately 20 basis points.

o Key capital ratios strengthened as a result of deleveraging. The $37 million,
or 5.6 percent, reduction in asset size from first quarter 2011 has had a positive
impact on the majority of capital ratios as well as tangible equity to assets,
which improved by 25 basis points. Since State Bank grew its loan portfolio at

improvement than did the Tier 1 leverage ratio, which increased by 30 and 46
basis points, respectively, at the bank and the consolidated holding company.

o Rurban remains well-diversified. Core noninterest income, including fee
income from data processing, wealth management and mortgage banking,
accounted for 35.8 percent of second quarter 2011 core revenues on a fully
tax-adjusted basis compared to 47.8 percent of core revenues for the year-
ago quarter. However, total core revenues have declined 14.9 percent year-
over-year as a result of RDSIs exit from the data processing business.

o Rurbans data services subsidiary, RDSI, reported a profit of $142,000 this
past quarter. GAAP net income was $142,000, which includes a $519,000
contract buyout fee following the acquisition of a client bank. Excluding
this one-time contract buyout fee, core earnings were a net loss of $200,000,
virtually unchanged from the prior quarter. Apart from the acquired
customer, relationships have remained stable since the beginning of 2011.

o Asset quality reflects strong improvement. NPAs declined by $2.9 million,
or 22.3 percent from first quarter 2011 following net charge-offs of $1.0 million.
The favorable combination of recoveries of loans previously charged off, OREO
sales, and the growing credit strength of borrowers, enabled Rurban to reduce
non-performing assets to $10.1 million, or 1.64 percent, of consolidated assets.
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investment techniques to increase their investment in RBNF common
stock. These plans provide a method of investing cash dividends and
voluntary cash payment in additional shares of common stock without
payment of brokerage commissions or services charges. Individuals who
wish to purchase RBNF stock for the first time may also participate in this
plan. For additional information about the plan and prospectus, please
contact Registrar and Transfer Company at 1-800-368-5948, or
www.rtco.com, or Anthony Cosentino at Rurban Financial Corp., at
1-800-273-5820. You may also reach the Investor Relations Department
by email at rfcinv@rurban.net.

Annual and quarterly shareholder reports, regulatory filings, press releases,
and articles about Rurban Financial Corp. which have appeared in various
publications are available on our website at www.rurbanfinancial.net, or
may be obtained by contacting the Investor Relations Department by
email at rfcinv@rurban.net, or by calling 1-800-273-5820.

Forward Look

Certainstatements within this document, which are notstatements of historical fact, constitute
forward-looking statements within the meaning of the Private Securities Ligitigation
Reform Act of 1995. Forward-looking statements involve risks and uncertainties and actual
results may differ materially from those predicted by the forward-looking statements. These
risks and uncertainties include, but are not limited to, risks and uncertainties inherent in
national and regional banking and mortgage industries, competitive factors specific to
markets in which Rurban and its subsidiaries operate, future interest rate levels, legislative
and regulatory actions, capital market conditions, general economic conditions, geopolitical
events, the loss of key personnel anad other factors.

Forward-looking statements speak only as of the date on which they are made, and Rurban
undertakes no obligation to update any forward-looking statement to reflect events or
circumstances after the date on which the statement is made, except as required by law.
All subsequent written and oral forward-looking statements attributable to Rurban or any
person acting on our behalf are qualified by these cautionary statements.




