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Message from. ..
Jeff Bailey, President < CEO

Everywhere you look you receive mixed signals regarding
the economy. Let’s consider some pertinent points:

The “positive”:

* DOW Jones Industrial Average has rebounded
more than 50% from its lows in March 2009
and rose above 10,000 for the first time since
October 2008.

= S&P 500 up nearly 70% from its lows.

" Markets are showing less volatility than earlier
this year.

=  The Fed chair, Ben Bernanke, says the recession
is over.

*  Housing starts and building permit applications
are up from July levels.

* Home mortgage interest rates are very low.

* The net worth of households is up for the first
time in two years.

*  Most economists expect the economy to grow at
a modest pace in the next year.

The “anti-positive” (does this sound better than

negative?r):
®  The expected federal deficit is $1.42 trillion

($1,420,000,000,000). To put this in perspective,
you would have to spend $1 each second for
44,375 years in order to spend $1.42 trillion.

*  National unemployment is 9.7% (a 26-year high)
and some forecasts say that it will be over 10%
before it improves.

= August unemployment statistics across eastern
Oregon ranges from a low of 7.2% in Gilliam
County to a high of 18.8% in Harney County.

®  What does a “jobless recovery” mean for all of
us?

* High deficit, low interest rates, concerns for
inflation and what will the Fed do to combat
potential inflationary pressures will be key
decisions that markets watch closely.

The challenges facing the banking industry as a whole,
from what started out as “the housing crisis” and
morphed into something much bigger, will have long-
reaching impact to the way banks do business. Some of
these changes will be good for banks and our customers

and some cause great concern from a free market
standpoint. Time will tell the final outcome of the
current economic situation.

In closing, we are living through very exciting times. The
lessons learned from the last few years will last a lifetime.
As an industry and a nation, we always hope that every
experience makes us better prepared to face the
challenges that lie ahead.

No matter what challenges the future may hold rest
assured that at Bank of Eastern Oregon we are honored
to have you as our customers and friends. Thank you for
the trust you put in our organization and we look
forward to serving you for many years to come.

Jeff Bailey
D

Homestead Banking ... just minutes
from the barn!
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Gary Propheter, Executive
Vice President & Chief Operations Officer talks
about BEO’s newest banking product, Homestead
Banking.

Homestead Banking (and a bit of Marketing 101)
You may have seen the phrase “Homestead Banking” on
a banner at your local Bank of Eastern Oregon branch,
and I’m sure at least a few of you have thought, “Now,
what the heck does that mean?” Bank of Eastern
Oregon prides itself on the professional and technically
capable services we provide you, not only when you visit
or call one of our offices, but also when you use our
online services. We are pleased a majority of our
customers use at least one of the many electronic
banking services we offer.

Technology in banking has advanced quickly, and the
number of service providers grow rapidly, all of which
allows Bank of Eastern Oregon to provide state-of-the-
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art services to you at reasonable costs. No longer do the
“big” banks have exclusive technologies, and today most
services can be accessed electronically, which has
reduced branch visits. The conundrum we face is which
of these many and varied services to offer and how to
introduce and price them so customers will buy them
and still recover our technology investment.

In late 2007, two technologies began to gain popular
appeal and reached a cost effective price point --
commercial remote deposit and mobile phone banking,
Eatly this year, consumer remote deposit became cost
effective. After seeing the service in action, we decided
this was a great product for customers, especially those
who travel long distances to the bank with the winter
months coming up. Before we could offer these products
to you, we were faced with a few questions: First, do we
package the service with other products or sell it
separately? Second, how do we tell you about it and
catch your interest?

We decided to package the consumer remote deposit
service with our existing electronic banking products; in
particular, online banking and bill-pay, as these
customers already have access to the technology needed
to operate the service; i.e., the internet, a computer, and a
printer/scanner. Next, we needed a product name --
something attractive and with context to our customers,
yet not stale and boring like “e-banking” or some other
catch-phrase. We settled on using “Homestead Banking”
as the cover for our suite of electronic banking products,
and we will eventually build a series of service packages
under that umbrella.

Consumer remote deposit is a service allowing you to
deposit checks from your home or office using a
standard scanner. You simply connect to banking online,
scan your checks, and deposit them any time -- day or
night. This product is available today and you will see
brochures and literature in your branch shortly. We
expect many customers to add this service as the snow
returns and travel becomes chancy.

Mobile phone banking is a service we expect to have
ready in 2010. The service we are considering has the
navigation and the look of Netteller, and it should be an
easy transition for existing internet banking customers.
The mobile phone service will have all the functionality
of Netteller and be fully integrated with it. The question
is: Do you want it? We have had very few customers ask
if we had the service available, and the answer is yes, if
you ask for it Tell your branch if mobile phone banking

is a service you would like Bank of Eastern Oregon to
offer.

Finally, we have offered a very nice service to large
business customers for the past two years and have
decided to make it available to all customers effective
immediately: an annual CD that has copies of your
statements, checks, and deposits for all of your bank
accounts. The CD would be produced in January of each
yeat and include all activity for the prior year. The CD is
encrypted with a password for security and has nice tools
to search for checks, deposits, and other information. If
you use an outside accounting firm or tax preparation
service, we can even provide a second disc copy for
them! And better yet, we provide a significant discount
(up to freel) if you choose to receive your bank
statements electronically each month. We save paper,
you save money -- such a deal!

Get ready for the future because in many ways it’s here,
and Bank of Eastern Oregon is ready for it. If you have
any questions about these great services or want to sign
up now as an early adapter, give your local branch
manager a call and we’ll get you set up.
Gary Propheter
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Call Melissa Lindsay
Mortgage Manager
BEO Mortgage Division

1-877-472-6217

www.beobank.com
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Personal Savings

Home Mortgages

Loans

Business Checking
Financial Highlights

Identity Theft Facts

Online Banking
FAQ’s

Contact Us

Enterprise Branch construction

continues to MOve fo
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Yehaw! Another great summer of
Fairs & Rodeos!

Bank of Eastern Oregon's employees spent
numerous hours this past summer of 2009
volunteering their time, efforts, and funds
during the Morrow, Sherman, Wheeler, Harney,
Grant, Wallowa, & Malheur County Fairs &
Rodeos! Parades found employees building
floats, selling and taking tickets at fair and
rodeo gates, flipping burgers and dogs at 4-H
snack shacks, and much morel

Rodeo sponsorships included sponsoring chutes,
belt buckle awards, queen's courts, saddles, and
more.

4-H & FFA auctions found our branch
managers, loan officers, and management
bidding on hogs, cattle, and sheep on behalf of
the bank -- this year spending over $10,000.
Bank of Eastern Oregon and its employees
believe in the structure and value of these
great community programs! Bank of Eastern
Oregon encourages you to join in to support
these and other community organizations and
events of your choice! See you at next year's
2010 Fairs & Rodeos!
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The Burns branch employees surround Miss Oregon Teen Dan McNeley, VP/Loan Officer, Bobbi Jo Heany, New

USA, Michelle Modey (daughter of our Burns Assistant Accounts; Queen Michelle; Kelly Dobrinin & Leslie
Branch Manager/Operations Supervisor, Sherrie Modey), Whitney; Customer Service Reps; Amy Basey, Credit
at the Harney County Parade. Analyst. Kneeling: Sherrie Modey & Carolyn Ruzicka,

Customer Service Rep.

Staff tied on their BEO aprons and
took charge of the Morrow County
4-H snack shack onThursday of fair.

That's right, Heppner Branch took time out to clown
around at the Morrow County Fair & Rodeo parade (an
anhual event, of coursel). From the left, Cindy Kennedy,
Operations Supervisor; Julie Proctor, BSA Compliance
Specialist; Bev Crum, Customer Service Representative;
and John Qualls, VP/Regional Lender; and down in front
C.J. Kindle, son of Becky Kindle, VP/Branch
Administrator. And, indeed, they were quite entertaining!
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