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CCF Holding Company 

101 North Main Street • Jonesboro, Georgia 30236 

Dear Shareholders and Friends: 

Each year when we sit down to write this letter, we reflect on the positives from the prior year, explain and 
justify the negatives, and then try to paint a picture of what we expect and hope for in the New Year. Up 
until a few years ago this was an easy job. However, over the past four years it has become more and more 
difficuh. The difficulty stems from our attempt to look at the year past along with the current trends and to 
try and paint as accurate a picture as possible. Each year we fail, to some degree, as we continue to see 
things we would never have expected to see. The one constant we can count on each year is the dedication 
of our employees and the loyalty of our customer base; and for this we are very grateful. The following 
pages in this report will show the results of operations of Heritage Bank and our parent company CCF 
Holding Company. We will fill in the blanks and offer some commentary without making any forward 
looking statements. That is especially hard for us, as we always want to fully disclose everything we see in 
the near future as it relates to Heritage Bank. 

First, the Consolidated Balance Sheets reflect another significant reduction in asset size. We ended 2010 
with $396 million in assets and in 2011 we shrunk to $365 million in assets. It has been our strategy for 
several years to shrink the balance sheet as capital shrank to keep things in line as much as possible. We 
never would have guessed there would be no loan demand for almost four years. Yes, we said loan demand. 
We have plenty of money to lend but very few customers confident enough to borrow. This is reflected in 
our cash position where cash has increased year over year from $21 million to $35 million; and net loans 
have declined from $257 million to $237 milhon. So, with non-existent loan demand, the need for deposits 
has continued to decline. We don't enjoy paying less than 1% on a certificate of deposit, but there are 
limited avenues to invest the hard eamed deposits in profitable loans or securities. The deposit section of the 
balance sheet reflects a major decline in "Time deposits less than $100,000". Most of this money has shifted 
up to "Interest bearing demand deposits" and the remainder has gone in search of higher yields outside the 
banking industry. The remainder of the reduction in loans was offset by the payment in full of all 
borrowings from the "Federal Home Loan Bank advances"- a $20 million reduction. Being a true 
community bank, we try to limit the amount of money invested in our bank from outside our communities 
and try to limit our lending to within our communities as well. We think our balance sheet is an accurate 
reflection of the economy within Clayton, Fayette and Henry counties- currently stagnant with no growth or 
vitality. 

The last section of the balance sheet is "Shareholders' Equity". This is real important to all of us because it 
represents our remaining investment in CCF Holding Company. The good news is we have a remaining 
balance of $6 million and the bad news is our remaining balance is just $6 million. It is good news from the 
standpoint that as we write this we are the sole remaining community bank in Clayton and Henry counties 
and one of only three in Fayette County. We are proud to still be standing at what we hope is the end of the 
worst economic period of our lifetimes. It is bad news in that new capital is hard to come by. We hope as 
conditions continue to improve, we will be able to attract new investment from either you or others interested 
in rebuilding this company. As the only community bank in these markets, we feel there will never be a 
more opportune time to grow and prosper in the years to come. 

As you turn the page to the Consolidated Statements of Earnings, it is natural to look right to the bottom line 
where you will see a loss of $4.9 million. While this looks like an improvement over the prior year (where 
we lost $6.7 million), a lot more information and analysis is warranted. The first key line in the report is the 
"Net interest income after provision for loan losses" which shows an improvement over the prior year of 
$300,000. While this doesn't seem like much, we did this while reducing total assets by $31 million. This 
shows significant strengthening of the net interest margin, which is a key measure for banks. The net interest 
margin for Heritage Bank increased to 3.54% in 2011 from 3.08% in 2010. "Total Noninterest Income" 



reflects an increase of $1.4 million driven primarily by gains on sales of loans. "Gains on sales of loans" are 
not usual and re-occurring income, but the bank was able to realize a profit on a loan it bought at a discount 
approximately 3 years ago and we were paid in full. "Total Noninterest Expense" reflects an increase of 
$2.9 million over the prior year. We were able to reduce expenses we have control over such as Salaries and 
employee benefits, Occupancy expenses and Other expenses. Unfortunately, "Loss on sale and write-down 
of foreclosed assets" increased $4 million over the prior year. This is a major source of frustration for the 
bank as the FDIC and their "loss share" partner banks continue to sell real estate from the failed banks in our 
markets at well below market values. These sales continue to drive down values and force Heritage Bank to 
continually "write-down" the value of the properties we own. In many cases, we are competing with these 
sales activities and our pricing is undercut by as much as 90%. Finally, the "FDIC insurance premiums" 
decreased $228,000 year over year, yet we still paid in excess of $1.4 million to the FDIC for them to fund 
the "loss share" sales activities cited above. 

The FDIC has a very difficult task of trying to resolve the failed banks and failed real estate developments. 
No intention to be too critical, but the actions they are taking are negatively impacting real estate values in 
our markets and elsewhere. We hope they will adjust their activities and be more patient in their disposal 
process. We voice this to them at every opportunity. Most of the strategies employed thus far aim at selling 
failed bank assets at all costs as rapidly as possible. We just urge them to be patient and allow the market to 
absorb these assets at a reasonable pace. The FDIC is an integral part of the banking industry and allows 
community banks like ours to compete on a relatively even field with the "too big to fail" banks the 
government has shown the willingness and desire to stand behind. FDIC insurance has been a key 
component to the system since the 1930's, but over the past 4 years Heritage Bank has paid FDIC premiums 
totaling almost $4.2 million and that compares to the 4 year period immediately preceding the last 4 years 
where we paid a total of less than $200,000. When you combine this new expense with the devaluation of 
real estate and the other problems brought on by the recession, it has been very difficult to plot a successful 
course through this period. 

To summarize the earnings (loss) for the year, core operating earnings (net pre-tax loss before gains and 
losses on the sale of securities and real estate) for 2011 was ($935,095) compared to 2010 which was 
($2,707,353.) It is our hope this trend will continue and the real estate values will stabilize and allow the 
company to rebuild its capital position. We are seeing signs of this early in 2012. We have seen new 
demand for residential housing in all of the markets we serve. Loan losses for the first quarter of 2012 were 
$1,456,000 annualized and this is on the heels of losses in the second half of last year at $3,504,000 
annuahzed. In comparison, loan losses in 2008, 2009 and 2010 were $2,789,000, $10,058,000 and 
$5,147,000, respectively, and our current reserve for loan losses stands at $5,015,000. This isn't to say a 
comer has been turned or even the worst is behind us, we could never be that bold, but it does indicate 
positive trends. 

To say we appreciate you as a shareholder or just a friend would be an understatement. You have our word 
we will continue to do our best to navigate the right path through this difficult environment and to restore as 
much of your investment as possible. Thank you for your support. 

Z ^ ^ ^ ^ o W j 
David B. Turner Leonard A. Moreland 
President & CEO President & CEO 
CCF Holding Company Heritage Bank 
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Thigpen, Jones, Seaton & Co., P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 
BUSINESS CONSULTANTS 
1004 Hillcrest Parkway 
Dublin, Georgia 31021 
Tel 478-272-2030 • Fax 478-272-3318 • E-mail tjs@tjscpa.com 

INDEPENDENT A U D I T O R S ' R E P O R T 

Board of Directors 
CCF Holding Company and Subsidiary 

We have audited the accompanying consolidated balance sheets of CCF Holding Company and 
Subsidiary, as of December 31, 2011 and 2010, and the related consolidated statements of changes in 
shareholders' equity, income and cash flows for the years ended December 31, 2011 and 2010. These 
financial statements are the responsibility of the Company's management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes, assessing the accounting principles used and significant estimates 
made by management, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of CCF Holding Company and Subsidiary at December 31, 2011 and 
2010, and the consolidated results of its operations and its cash flows for the years ended December 
31, 2011, 2010 and 2009, in conformity with accounting principles generally accepted in the United 
States of America. 

7^̂ "̂ ffl̂  J ̂ ^^y J ia^ f O.̂  "^ 

April 20,2012 
Dublin, Georgia 

mailto:tjs@tjscpa.com


CCF HOLDING COMPANY AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS 

As ofDecember 31, 

Assets 

Cash and due from banks 

Federal funds sold 

Total cash and cash equivalents 

Certificates of deposits in other institutions 

Securities available for sale, at fair value 

Federal Home Loan Bank stock, restricted, at cost 

Loans, net of unearned income 

Less - allovvfance for loan losses 

Loans, net 

Bank premises and equipment, net 

Foreclosed assets 

Cash surrender value of life insurance 

Accrued interest receivable 

Other assets 

Total Assets 

2011 

35,271,962 

80,500 

35,352,462 

9,094,000 

41,324,330 

1,193,200 

242,767,369 

(5,379,141) 

237,388,228 

6,152,097 

25,435,488 

7,030,122 

830,426 

836,089 

2010 

19,750,203 

1,080,500 

20,830,703 

10,087,000 

60,777,360 

1,731,500 

264,003,622 

(7,442,438) 

256,561,184 

6,545,034 

30,282,003 

6,716,154 

1,200,417 

778,930 

$ 364,636,442 $ 395,510,285 

Liabilities and Shareholders' Equity 

Deposits: 

Non-interest bearing demand deposits 

Interest bearing demand deposits 

Savings 

Time deposits less than $100,000 

Time deposits greater than $100,000 

Total deposits 

Securities sold under repurchase agreements 

Federal H o m e Loan Bank advances 

Junior subordinated debentures 

Accrued interest payable 

Accrued expenses and other liabilities 

Total liabilities 

Shareholders ' Equity: 

Preferred stock, no par value; 1,000,000 shares authorized; no 
shares issued or outstanding as of December 31, 2011 and 2010 

C o m m o n stock, $.10 par value, 50,000,000 and 20,000,000 shares 
authorized as of December 31, 2011 and 2010, respectively; 3,604,316 
shares issued and outstanding as of December 31, 2011 and 2010 

Paid-in capital surplus 

Retained earnings (accumulated deficit) 

Accumulated other comprehensive income 
Total shareholders' equity 

Total Liabilities and Shareholders ' Equity 

35,761,284 

121,324,196 

4,859,540 

87,031,915 

80,021,582 

328,998,517 

15,926,671 

8,765,000 

270,622 

4,656,638 

358,617,448 

36,495,842 

110,953,304 

4,514,748 

108,579,133 

79,110,931 

339,653,958 

11,382,033 

20,000,000 

8,765,000 

354,817 

4,928,090 

385,083,898 

360,432 

9,075,553 

(3,942,025) 

525,034 

360,432 

9,075,553 

962,696 

27,706 

6,018,994 10,426,387 

$ 364,636,442 $ 395,510,285 

See Accompanying Notes to Consolidated Financial Statements 
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CCF HOLDING COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF EARNINGS 

Years Ended December 31, 

Interest and Dividend Income-

Interest and fees on loans 

Interest on securities: 

Taxable income 

Non-taxable income 

Income on federal funds sold 

Income on interest-bearing deposits in other banks 

Total interest and dividend income 

Interest Expense: 

Deposits 

Other interest expense 

Total interest expense 

Net interest income before provision for loan losses 

Less - provision for loan losses 

Net interest income after provision for loan losses 

Noninterest Income: 

Service charges 

Gain on sale of loans 

Gain on sale of investments 

Increase in value of life insurance asset 

Other income 

Total noninterest income 

Noninterest Expense: 

Salaries and employee benefits 

Occupancy expenses 

Loss on disposal of fixed assets 

Loss on sale and wri tedown of foreclosed assets 

Expenses on foreclosed assets held 

FDIC insurance premiums 

Other expenses 

Total noninterest expense 

Loss Before Incomie Taxes 

Provision for income taxes 

Net Loss 

Loss per common share: 

Basic 

Diluted 

2011 

$ 14,033,369 $ 

1,172,083 

45,200 

42,856 

2,419 

15,295,927 

3,778,898 

499,572 

4,278,470 

11,017,457 

2,700,000 

8,317,457 

1,059,166 

1,282,158 

332,011 

313,968 

940,113 

3,927,416 

4,976,603 

1,476,376 

4,454 

5,583,795 

752,005 

1,432,939 

2,923,422 

17,149,594 

(4,904,721) 

-

$ (4,904,721) $ 

2010 

14,791,157 

1,612,344 

65,742 

25,299 

6,234 

16,500,776 

5,142,041 

740,243 

5,882,284 

10,618,492 

2,600,000 

8,018,492 

1,140,191 

86,021 

432,519 

307,567 

547,812 

2,514,110 

5,297,406 

1,657,583 

22,056 

1,536,090 

742,673 

1,660,388 

3,341,309 

14,257,505 

(3,724,903) 

3,016,843 

(6,741,746) 

(1.36) $_ (1-87) 

(1.36) $_ (1-87) 

See Accompanying Notes to Consolidated Financial Statements 
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CCF HOLDING COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

Net Loss 

Other comprehensive income (loss); 

Unrealized holding gains on investment securities held for sale 

Reclassification adjustment for (gains) losses realized in income 

Net unrealized gains (losses) 

Tax effect 

Total other comprehensive income (loss), net of tax 

Total comprehensive loss 

Years Ended December 31, 

$ 

$ 

2011 

(4,904,721) 

829,339 

(332,011) 

497,328 
-

497,328 

(4,407,393) 

$ 

$ 

2010 

(6,741,746) 

176,943 

(432,519) 

(255,576) 

86,896 

(168,680) 

(6,910,426) 

See Accompanying Notes to Consolidated Financial Statements 
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CCF HOLDING COMPANY AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF CASHFLOWS 

Years Ended December 31, 

2011 2010 

Cash Flows from Operating Activities: 

Net loss 

Adjustments to reconcile net loss to net cash provided by operating 

activities: 

Provision for loan losses 

Depreciation, amortization and accretion 

Deferred income tax benefit 

Gain on sales / calls of investment securities 

Gain on sale of loans 

Loss on sales and wri tedown of foreclosed assets 

Loss on disposal of premises and equipment 

Increase in cash surrender value of life insurance 

Changes in accrued income and other assets 

Changes in accrued expenses and other liabilities 

Net cash provided by operating activities 

Cash Flows from Investing Activities: 

Net change in loans to customers 

Net change in interest-bearing deposits in other banks 

Purchase of available for sale securities 

Proceeds from sales of available for sale securities 

Proceeds from maturi t ies/calls of available for sale securities 

Proceeds from maturit ies/calls of held to maturity securities 

Proceeds from redemption of Federal Home Loan Bank stock 

Proceeds from sale of loans 

Proceeds from sales of foreclosed assets 

Property and equipment expenditures 

Proceeds from sales of premises and equipment 

Net cash provided by (used in) investing activities 

Cash Flows from Financing Activities: 

Net change in deposits 

Change in securities sold under agreements to repurchase 

Repayment of Federal Home Loan Bank advance 

Retirement of common stock 

Net cash used in financing activities 

Net Increase (Decrease) in Cash and Cash Equivalents 

Cash and Cash Equivalents, Beginning of Year 

Cash and Cash Equivalents, End of Year 

(4,904,721) $ (6,741,746) 

2,700,000 

665,801 

-
(332,011) 

(1,282,158) 

5,583,795 

4,454 

(313,968) 

312,832 

(340,729) 

2,093,295 

10,550,567 

993,000 

(34,025,804) 

14,679,415 

39,480,740 

-
538,300 

3,300,735 

3,166,532 

(212,078) 

67,860 

38,539,267 

(10,655,441) 

4,544,638 

(20,000,000) 

-

(26,110,803) 

14,521,759 

20,830,703 

$ 35,352,462 $ 

2,600,000 

721,341 

3,055,484 

(432,519) 

(86,021) 

1,536,090 

22,056 

(307,567) 

3,390,112 

1,765,964 

5,523,194 

(7,954,580) 

(10,087,000) 

(86,364,662) 

8,621,219 

53,276,345 

31,001,038 

-
406,800 

6,307,065 

(177,771) 

-

(4,971,546) 

(10,655,713) 

603,278 

-
(622) 

(10,053,057) 

(9,501,409) 

30,332,112 

20,830,703 

See Accompanying Notes to Consolidated Financial Statements 
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CCF HOLDING COMPANY AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2011 

A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

CCF Holding Company (Company) and its subsidiary. Heritage Bank (Bank), conform with accounting 
principles generally accepted in the United States of America and general practices within the banking industry. 
The policies that materially affect financial position and the results of operations are summarized as follows: 

1. Reporting Entity - The Company is incorporated in the State of Georgia as a state charted bank holding 
company whose business is conducted by its wholly owned bank subsidiary. The Company is primarily 
regulated by the Board of Governors of the Federal Reserve System (Federal Reserve) and Georgia 
Department of Banking and Finance (DBF), while the Bank is primarily regulated by the Federal Deposit 
Insurance Corporation (FDIC) and the DBF. Both the Bank and the Company are subject to periodic 
examinations by these regulatory authorities. 

The Bank provides a full range of banking services to individual and corporate customers through its 
main office in Jonesboro, Georgia and five other branch offices in Georgia, located in Clayton, Fayette and 
Henry Counties. The Bank primarily competes with other financial institutions in its market area, which 
it considers to be south metropolitan Atlanta. 

2. Basis of Presentation and Principles of Consolidation - The consolidated financial statements include the 
accounts of the Company and its wholly owned bank subsidiary. All material intercompany accounts 
and transactions have been eliminated as a result of consolidation. 

3. Use of Estimates - The preparation of financial statements in conformity with generally accepted 
accounting principles requires management to make estimates and assumptions that affect the reported 
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
financial statements and the reported amounts of revenues and expenses during the reporting period. 
Actual results could differ from those estimates. 

The determination of the adequacy of the allowance for loan losses is based on estimates that are 
particularly susceptible to significant changes in the economic environment and market conditions. In 
connection with the determination of the estimated losses on loans, management obtains independent 
appraisals for significant collateral. 

The Subsidiary's loans are generally secured by specific items of collateral including real property, 
consumer assets and business assets. Although the Subsidiary has a diversified loan portfolio, a 
substantial portion of its debtors' ability to honor their contracts is dependent on local economic 
conditions. 

While management uses available information to recognize losses on loans, further reductions in the 
carrying amounts of loans may be necessary based on changes in local economic conditions. In addition, 
regulatory agencies, as an integral part of their examination process, periodically review the estimated 
losses on loans. Such agencies may require the Company to recognize additional losses based on their 
judgments about information available to them at the time of their examination. Because of these factors, 
it is reasonably possible that the estimated losses on loans may change materially in the near term. 
However, the amount of the change that is reasonably possible cannot be estimated. 

4. Cash and Cash Equivalents - For purposes of reporting cash flows, cash and cash equivalents include 
cash on hand, amounts due from banks, highly liquid debt instruments purchased with an original 
maturity of three months or less and federal funds sold. Generally, federal funds are purchased and sold 
for one-day periods. 

5. Securities - The Company classifies its securities in one of three categories: trading, available-for-sale, or 
held-to-maturity. Trading securities are bought and held principally for sale in the near term. Held-to-



CCF HOLDING COMPANY AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2011 

maturity securities are those securities for which the Company has the ability and intent to hold until 
maturity. All other securities not included in trading or held-to-maturity are classified as available-for-
sale. The Company's current investment policy prohibits trading activity. 

Held-to-maturity securities are recorded at cost, adjusted for the amortization or accretion of premiums 
or discounts. Transfers of securities between categories are recorded at fair value at the date of transfer. 
Unrealized holding gains or losses associated with transfers of securities from held-to-maturity to 
available-for-sale are recorded as a separate component of shareholders' equity. 

Available-for-sale securities consist of investment securities not classified as trading securities or held-to-
maturity securities and are recorded at fair value. Unrealized holding gains and losses on securities 
available-for-sale are excluded from earnings and are reported as a separate component of shareholders' 
equity until realized. A decline in the market value of any available-for-sale or held-to-maturity 
investment below cost that is deemed an other than temporary decline is charged to earnings and 
establishes a new cost basis for the security. 

Mortgage-backed securities represent participating interests in pools of long-term first mortgage loans 
originated and serviced by issuers of the securities. Mortgage-backed securities are carried at unpaid 
principal balances, adjusted for unamortized premiums and unearned discounts. 

Premiums and discounts are amortized or accreted over the life of the related security as an adjustment to 
the yield. Realized gains and losses for securities classified as available-for-sale and held-to-maturity are 
included in earnings and are derived using the specific identification method for determining the cost of 
securities sold. 

The market value of securities is generally based on quoted market prices. If a quoted market price is not 
available, market value is estimated using quoted market prices for similar securities. 

Federal Home Loan Banlc Stoclc - Investment in stock of a Federal Home Loan Bank (FHLB) is required 
for every federally insured institution that utilizes its services. FHLB stock is considered restricted, as 
defined in FASB Accounting Standards Codification Topic 320, Investments - Debt and Equity Securities; 
accordingly, the provisions of ASC Topic 320 are not applicable to this investment. The FHLB stock is 
reported in the consolidated financial statements at cost. Dividend income is recognized when earned. 

Loans and Interest Income - Loans that management has the intent and ability to hold for the foreseeable 
future or until maturity are reported at the principal amount outstanding, net of the allowance for loan 
losses and any deferred fees or costs on originated loans. Interest on all loans is calculated using the 
simple interest method on the daily balance of the principal amount outstanding. 

Loan origination fees collected, net of certain direct loan origination costs, are deferred and recognized 
into income using the interest method as an adjustment of the yield over the lives of the underlying loans. 

The accrual of interest income is generally discontinued on loans which become contractually past due by 
90 days. Interest previously accrued but not collected is reversed against current period interest income 
when such loans are placed on nonaccrual status. Interest accruals are recorded on such loans only when 
they are brought fully current with respect to interest and principal and when, in the judgment of 
management, the loans are estimated to be fully collectible as to both principal and interest. 

Allowance for Loan Losses - The allowance for loan losses is established through a provision for loan 
losses charged to expense. Loans are charged against the allowance for loan losses when management 
believes that the collection of principal is unlikely. The Bank has established a loan grading system whose 
classifications are consistent with those used by the Bank's regulators. Management utilizes this system to 
evaluate the adequacy of its allowance for loan losses. Allocations of loss are calculated based on 
expected loss ratios for each loan classification. These ratios have been determined considering the Bank's 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31,2011 

historical loss rates and historical losses experienced within the industry. For individually significant 
loans deemed to be impaired, a specific allowance is established based on the expected coUectability 
considering the borrower's cash flow and the adequacy of the collateral coverage. The results of the 
Bank's evaluation are compared to the recorded allowance for loan losses and significant deviations are 
adjusted by increasing or decreasing the provision for loan losses. 

Management believes the allowance for loan losses is adequate. While management uses available 
information to recognize losses on loans, future additions to the allowance may be necessary based on 
changes in economic conditions. In addition, various regulatory agencies, as an integral part of their 
examination process, periodically review the allowance for loan losses. Such agencies may require the 
Bank to recognize additions to the allowance based on their judgment of information available to them at 
the time of their examination. 

A loan is considered impaired when, based on current information and events, it is probable that all 
amounts due according to the contractual terms of the loan agreement will not be collected. Impaired 
loans are measured based on the present value of expected future cash flows discounted at the loan's 
effective interest rate, or at the loan's observable market price, or at the fair value of the collateral of the 
loan if the loan is collateral dependent. Interest income from impaired loans is recognized using a cash 
basis method of accounting. 

Large groups of smaller balance homogenous loans are collectively evaluated for impairment. 
Accordingly, the Company does not separately identify individual consumer loans for impairment 
disclosures. 

9. Premises and Equipment - Premises and equipment are stated at cost less accumulated depreciation. 
Major additions and improvements are charged to the asset accounts while maintenance and repairs that 
do not improve or extend the useful lives of the assets are expensed. When assets are retired or otherwise 
disposed, the cost and related accumulated depreciation are removed from the accounts, and any gain or 
loss is reflected in earnings for the period. 

10. Other Real Estate Owned - Other real estate owned, acquired principally through foreclosure, is stated at 
the lower of cost or net realizable value. Loan losses incurred in the acquisition of these properties are 
charged against the allowance for possible loan losses at the time of foreclosure. Subsequent write-downs 
of other real estate owned are charged against the current period's expense. 

11. Securities Sold Under Agreements to Repurchase - Securities sold under agreement to repurchase are 
secured borrowings from customers and are treated as financing activities and are carried at the amounts 
at which the securities will be subsequently reacquired as specified in the respective agreements. 

12. Income Taxes - Deferred tax assets and liabilities are recorded for the future tax consequences 
attributable to differences between the financial statement carrying amounts of existing assets and 
liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax 
rates expected to apply to taxable income in the years in which the assets and liabilities are expected to be 
recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized 
in income tax expense in the period that includes the enactment date. 

In the event the future tax consequences of differences between the financial reporting bases and the tax 
bases of the Company's assets and liabilities result in deferred tax assets, an evaluation of the probability 
of being able to realize the future benefits indicated by such asset is required. A valuation allowance is 
provided for the portion of the deferred tax asset when it is more likely than not that some portion or all 
of the deferred tax asset will not be realized. In assessing the realizability of the deferred tax assets, 
management considers the scheduled reversals of deferred tax liabilities, projected future taxable income, 
and tax planning strategies. 

10 
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Deferred tax assets and liabilities are recorded for the future tax consequences attributable to differences 
between the financial statement carrying amounts of existing assets and liabilities and their respective tax 
bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable 
income in the years in which the assets and liabilities are expected to be recovered or settled. The effect on 
deferred tax assets and liabilities of a change in tax rates is recognized in income tax expense in the 
period that includes the enactment date. 

In the event the future tax consequences of differences between the financial reporting bases and the tax 
bases of the Company's assets and liabilities result in deferred tax assets, an evaluation of the probability 
of being able to realize the future benefits indicated by such asset is required. A valuation allowance is 
provided for the portion of the deferred tax asset when it is more likely than not that some portion or all 
of the deferred tax asset will not be realized. In assessing the realizability of the deferred tax assets, 
management considers the scheduled reversals of deferred tax liabilities, projected future taxable income, 
and tax planning strategies. 

The Company adopted FASB Accounting Standards Codification Topic 740-10-25, Recognition, as of 
January 1, 2010. A tax position is recognized as a benefit only if it is "more likely than not" that the tax 
position would be sustained in a tax examination, with a tax examination being presumed to occur. The 
amount recognized is the largest amount of tax benefit that is greater than 50 percent likely of being 
realized on examination. For tax positions not meeting the "more likely than not" test, no tax benefit is 
recorded. The adoption had no effect on the Company's financial statement for the year ending December 
31, 2011. 

The Company is subject to U.S. federal and Georgia state income tax audit for returns for the tax periods 
ending December 31,2011 and 2010. 

13. Stock Compensation Plans - Accounting for Stock Based Compensation was adopted by the Company on 
the required effective date, January 1, 2007, using the modified prospective transition method in which 
the Company receives employee services in exchange for equity instruments of the Company. Accounting 
for stock based compensation requires the Company to recognize as compensation expense the "grant 
date fair value" of stock options granted to employees in the statement of earnings using the fair-value-
based method. Prior to the adoption of this method, the Company utilized the recognition and 
measurement principles that were previously permissible under earlier methods, no compensation 
expense was recognized in the statement of earnings, since the exercise price on the grant date was equal 
to the market value of the underlying stock. 

The Company did not recognize any stock based compensation expense during the years ended 
December 31, 2011 and 2010. The Company recognizes compensation expense for stock option grants 
with graded vesting schedules on a straight-line basis over the requisite service period of the award as 
required by code references 505 and 718. 

14. Advertising Costs - It is the policy of the Company to expense advertising costs as they are incurred. The 
Company does not engage in any direct-response advertising and accordingly has no advertising costs 
reported as assets on its balance sheet. Amounts charged to advertising expense for the years ended 
December 31,2011 and 2010 were $37,270 and $47,858, respectively. 

15. Comprehensive Income - GAAP generally requires that recognized revenues, expenses, gains and losses 
be included in net eamings. Although certain changes in assets and liabilities, such as unrealized gains 
and losses on available-for-sale securities, are reported as a separate component of the equity section of 
the consolidated balance sheets, such items along with net earnings, are components of comprehensive 
income. The adoption of FASB Accounting Standards Codification Topic 220, Comprehensive Income, had 
no effect on the Company's net income or shareholders' equity. The Company presents comprehensive 
income in a separate consolidated statement of comprehensive income. 
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16. Earnings per Common Share - Basic earnings per share are based on the weighted average number of 
common shares outstanding during the period while the effects of potential shares outstanding during 
the period are included in diluted earnings per share. The reconciliation of the amounts used in the 
computation of both "basic earnings per share" and "diluted earnings per share" for each period is 
presented as follows: 

Net loss 

Less: Preferred stock dividends 

Net loss available to common shareholders 

Years Ended December 31, 

2011 

; (4,904,721) 

; (4,904,721) 

2010 

(6,741,746) 

(6,741,746) 

Average number of common shares outstanding 

Effect of dilutive options, warrants, etc. 

Average number of common shares outstanding 
used to calculate diluted eamings per common share 

3,604,317 

3,604,317 

3,604,317 

3,604,317 

Loss per share - basic 

Loss per share - diluted 

(1.36) $_ 

JL36) 

(1.87) 

(1.87) 

17. Accounting Standards Codification - The Financial Accounting Standards Board's (FASB) Accounting 
Standards Codification (ASC) became effective on July 1, 2009. At that date, the ASC became FASB's 
officially recognized source of authoritative U.S. generally accepted accounting principles (GAAP) 
applicable to all public and non-public non-governmental entities, superseding existing FASB, American 
Institute of Certified Public Accountants (AICPA), Emerging Issues Task Force (EITF) and related 
literature. Rules and interpretive releases of the SEC under the authority of federal securities laws are 
also sources of authoritative GAAP for SEC registrants. All other accounting literature is considered non-
authoritative. The switch to the ASC affects the way companies refer to U.S. GAAP in financial 
statements and accounting policies. Citing particular content in the ASC involves specifying the unique 
numeric path to the content through the Topic, Subtopic, Section and Paragraph structure. 

18. Changes in Accounting Principles and Effects of New Accounting Pronouncements - ASU No. 2010-20, 
"Receivables (Topic 830) - Disclosures about the Credit Quality of Financing Receivables and the Allowance for 
Credit Losses." ASU 2010-20 requires entities to provide disclosures designed to facilitate financial 
statement users' evaluation of (i) the nature of credit risk inherent in the entity's portfolio of financing 
receivables, (ii) how that risk is analyzed and assessed in arriving at the allowance for credit losses and 
(iii) the changes and reasons for those changes in the allowance for credit losses. Disclosures must be 
disaggregated by portfolio segment, the level at which an entity develops and documents a systematic 
method for determining its allowance for credit losses, and class of financing receivable, which is 
generally a disaggregation of portfolio segment. The required disclosures include, among other things, a 
roll forward of the allowance for credit losses as well as information about modified, impaired, non-
accrual and past due loans and credit quality disclosures required as of the end of a reporting period. For 
nonpublic companies, the amendments are effective for periods ending on or after December 15, 2011. 
Disclosures that relate to activity during a reporting period become effective for the Company's financial 
statements for periods beginning on or after January 1, 2011. ASU 2011-01, "Receivables (Topic 310) -
Deferral of the Effective Date of Disclosures about Troubled Debt Restructurings in Update No. 2010-20," 
temporarily deferred the effective date for disclosures related to troubled debt restructurings to coincide 
with the effective date of the then proposed ASU 2011-02, "Receivables (Topic 310) - A Creditor's 
Determination of Whether a Restructuring Is a Troubled Debt Restructuring," which is further discussed 
below. 
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ASU No. 2011-02, "Receivables (Topic 310) - A Creditor's Determination of Whether a Restructuring Is a 
Troubled Debt Restructuring." ASU 2011-02 clarifies which loan modifications constitute troubled debt 
restructurings and is intended to assist creditors in determining whether a modification of the terms of a 
receivable meets the criteria to be considered a troubled debt restructuring, both for purposes of 
recording an impairment loss and for disclosure of troubled debt restructurings. In evaluating whether a 
restructuring constitutes a troubled debt restructuring, a creditor must separately conclude, under the 
guidance clarified by ASU 2011-01, that both of the following exist: (a) the restructuring constitutes a 
concession: and (b) the debtor is experiencing financial difficulties. ASU 2011-02 will be effective for the 
Company for annual periods ending on or after December 15, 2012. Adoption of ASU 2011-02 is not 
expected to have a significant impact on the Company's financial statements. 

ASU No. 2011-03, "Transfers and Servicing (Topic 860) - Reconsideration of Effective Control for Repurchase 
Agreements." ASU 2011-03 is intended to improve financial reporting of repurchase agreements and other 
agreements that both entitle and obligate a transferor to repurchase or redeem financial assets before their 
maturity. ASU 2011-03 removes from the assessment of effective control (i) the criterion requiring the 
transferor to have the ability to repurchase or redeem the financial assets on substantially the agreed 
terms, even in the event of default by the transferee, and (ii) the collateral maintenance guidance related 
to that criterion. ASU 2011-03 will be effective for the Company on January 1, 2012 and is not expected to 
have a significant impact on the Company's financial statements. 

ASU No. 2011-05, "Comprehensive Income (Topic 220) - Presentation of Comprehensive Income." ASU 2011-05 
amends Topic 220, "Comprehensive Income," to require that all non-owner changes in stockholders' 
equity be presented in either a single continuous statement of comprehensive income or in two separate 
but consecutive statements. Additionally, ASU 2011-05 requires entities to present, on the face of the 
financial statements, reclassification adjustments for items that are reclassified from other comprehensive 
income to net income in the statement or statements where the components of net income and the 
components of other comprehensive income are presented. The option to present components of other 
comprehensive income as part of the statement of changes in stockholders' equity was eliminated. ASU 
2011-05 is effective for fiscal years ending after December 15, 2012, and is not expected to have a 
significant impact on the Company's financial statements. 

19. Reclassifications - Certain accounts in the prior-year financial statements have been reclassified to 
conform to the presentation of current-year financial statements. 

13 
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B. INVESTMENT SECURITIES 

Debt and equity securities have been classified in the balance sheet according to management's intent. The 
following table reflects the amortized cost and estimated market values of investments in debt securities. In 
addition, gross unrealized gains and gross unrealized losses are disclosed, in accordance FASB Accounting 
Standards Codification Topic 320, Investments - Debt and Equity Securities. 

The Company did not own any securities classified as held to maturity at December 31, 2011 and 2010. 

The book and market values of securities available for sale were: 

December 31, 2011 

Non-mortgage backed debt securities of : 

U.S. Agencies 

State and Political subdivisions 

Other debt securities 

Total non-mortgage backed debt securities 

Mortgage backed securities 

Total 

Amortized 

Cost 

$18,547,085 

1,022,090 

2,000,000 

21,569,175 

19,230,121 

$40,799,296 

Unrealized 

Gains 

$ 

$_ 

53,815 

25,757 

79,572 

499,133 

578,705 

Unrealized 

Losses 

$ 

i. 

(4,900) 

(32,500) 

(37,400) 

(16,271) 

(53,671) 

IV 

$ 

i. 

Estimated 

larket Value 

18,596,000 

1,047,847 

1,967,500 

21,611,347 

19,712,983 

41,324,330 

December 31, 2010 

Non-mortgage backed debt securities of : 

U.S. Agencies 

State and Political subdivisions 

Other debt securities 

Total non-mortgage backed debt securities 

Mortgage backed securities 

Total 

The book and market values of securities pledged to secure public funds and securities sold under agreements 
to repurchase were $18,618,090 and $18,890,517 at December 31, 2011, respectively and $18,141,025 and 
$18,178,819 at December 31, 2010, respectively. 

At December 31, 2011 and 2010, the Company did not hold investment securities of any single issuer, other than 
obligations of the U. S. Treasury and other U. S. Government agencies, whose aggregate book value exceeded 
ten percent of shareholders' equity. 

$49,679,928 

1,123,210 

2,000,000 

52,803,138 

7,931,598 

$60,734,736 

$ 

i_ 

125,826 

18,905 

_ 

144,731 

233,929 

378,660 

$ 

i_ 

(273,207) 

(62,829) 

-

(336,036) 

-

(336,036) 

$ 

$_ 

49,532,547 

1,079,286 

2,000,000 

52,611,833 

8,165,527 

60,777,360 
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The amortized cost and estimated market value of debt securities available for sale at December 31, 2011 and 
2010, by contractual maturity, are shown below. Expected maturities will differ from contractual maturities 
because borrowers may have the right to call or repay obligations with or without call or prepayment penalties. 

December 31, 2011 

Non-mortgage backed securities: 

Due in one year or less 

Due after one year through five years 

Due after five years through ten years 

Due after ten years 

Total non-mortgage backed securities 

Mortgage backed securities 

Total 

Amortized Cost 

16,757,085 

2,312,090 

2,500,000 

21,569,175 

19,230,121 

Estimated 

Market Value 

; 16,811,844 

2,330,583 

2,468,920 

21,611,347 

19,712,983 

40,799,296 $ 41,324,330 

December 31, 2010 

Non-mortgage backed securities: 

Due in one year or less 

Due after one year through five years 

Due after five years through ten years 

Due after ten years 

Total non-mortgage backed securities 

Mortgage backed securities 

Total 

Amortized Cost 

21,121,820 

26,181,318 

4,000,000 

1,500,000 

52,803,138 

7,931,598 

, 60,734,736 

Estimated 

Market Value 

21,201,303 

26,008,437 

3,963,860 

1,438,233 

52,611,833 

8,165,527 

; 60,777,360 

The market value is established by an independent pricing service as of the approximate dates indicated. The 
differences between the book value and market value reflect current interest rates and represent the potential 
loss (or gain) had the portfolio been liquidated on that date. Security losses (or gains) are realized only in the 
event of dispositions prior to maturity. 
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Information pertaining to securities with gross unrealized losses aggregated by investment category and length 
of time that individual securities have been in a continuous loss position follows: 

Less Than Twelve Months Tw^elve Months or More 

December 31, 2011 

Non-mortgage backed debt securities of : 

U,S, Agencies 

State and Political subdivisions 

Other debt securities 

Total non-mortgage backed debt securities 

Mortgage backed securities 

Total 

Unrealized 

Losses 

$ 3,500 

27,500 

31,000 

16,271 

$ 47,271 

Less Than T 

Unrealized 

Losses 

$ 273,207 

273,207 

$ 273,207 

Estimated 

Market Value 

$ 996,500 

972,500 

1,969,000 

4,027,211 

$ 5,996,211 

w^elve Months 

Estimated 

Market Value 

$ 23,226,226 

§_ 

23,226,226 

23,226,226 

Unrealized 

Losses 

$ 

$ 

1,400 

5,000 

6,400 

6,400 

Estimated 

Market Value 

$ 1,998,600 

995,000 

2,993,600 

$ 2,993,600 

Twelve Months or More 

Unrealized Estimated 

Losses Market Value 

$ 

1 

62,829 

62,829 

62,829 

$ 
437,171 

437,171 

$ 437,171 

December 31, 2010 

Non-mortgage backed debt securities of : 

U.S. Agencies 

State and Political subdivisions 

Other debt securities 

Total non-mortgage backed debt securities 

Mortgage backed securities 

Total 

Management evaluates securities for other-than-temporary impairment at least on a quarterly basis, and more 
frequently when economic or market concerns warrant such evaluation. Consideration is given to (1) the length 
of time and the extent to which the fair value has been less than cost, (2) the financial condition and near-term 
prospects of the issuer, and (3) the intent and ability of the Corporation to retain its investment in the issuer for a 
period of time sufficient to allow for any anticipated recovery in fair value. 

At December 31, 2011, six (6) debt securities had an unrealized loss with a depreciation of 0.59% from the 
Company's amortized cost basis. At December 31, 2010 fifteen (15) debt securities had an unrealized loss with a 
depreciation of 1.40% from the Company's amortized cost basis. In analyzing an issuer's financial condition, 
management considers whether the securities are issued by the federal government or its agencies, whether 
downgrades by bond rating agencies have occurred, and industry analysts' reports. As management has the 
ability to hold debt securities until maturity, or for the foreseeable future if classified as available for sale, no 
declines are deemed to be other than temporary. 
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The following table summarizes sales activity and related gains and losses: 

Twelve Months Ended 

December 31, 

2011 2010 

Proceeds from sales 

Proceeds from calls and paydowns 

Proceeds from maturit ies 

Total 

14,679,415 

39,380,740 

100,000 

54,160,155 $ 

8,621,219 

53,276,345 

61,897,564 

Gross gains 

Gross losses 

Net gains on securities 

332,011 $ 

332,011 $ 

432,519 

432,519 

C. LOANS 

The Company engages in a full complement of lending activities, including real estate-related loans, commercial 
and financial loans and consumer installment loans. The majority of its lending activities are concentrated in real 
estate loans. While risk of loss in the Company's portfolio is primarily tied to the credit quality of the various 
borrowers, risk of loss may increase due to factors beyond the Company's control, such as local, regional and/or 
national economic downturns. General conditions in the real estate market may also impact the relative risk in 
the real estate portfolio. 

Loans are stated at unpaid balances, net of unearned income and deferred loan fees. Balances within the major 
loans receivable categories are presented in the following table: 

2011 

Commercial 

Construction 

Acquisition and development 

Land 

Consumer 

Residential real estate 

Total Loans 
Less: 

Allowance for loan losses 

Loans, net 

197,789,253 

8,465,294 

11,210,391 

5,874,423 

2,818,726 

16,609,282 

242,767,369 

(5,379,141) 

2010 

210,001,996 

10,756,831 

16,032,499 

7,227,029 

4,838,328 

15,146,939 

264,003,622 

(7,442,438) 

237,388,228 $ 256,561,184 

Overdrafts included in loans were $28,949 and $39,382 at December 31, 2011 and 2010, respectively. 
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Nonaccrual and Past Due Loans 

A loan is placed on nonaccrual status when, in management's judgment, the collection of the interest income 
appears doubtful. Interest receivable that has been accrued and is subsequently determined to have doubtful 
coUectability is charged to interest income. Interest on loans that are classified as non-accrual is recognized when 
received. Past due loans are loans whose principal or interest is past due 90 days or more. In some cases, where 
borrowers are experiencing financial difficulties, loans may be restructured to provide terms significantly 
different from the original contractual terms. 

As of December 31, 2011 and 2010, nonaccrual loans totaled $7,870,807 and $16,668,777, respectively. As of 
December 31, 2011 no loans were greater than ninety days past due and still accruing interest, and as of 
December 31, 2010 $3,160,000 of loans were greater than 90 days past due and still accruing interest. 

The following table presents an analysis of past due loans as of December 31, 2011: 

As of December 31, 2011 

Commerc ia l 

Construct ion 

Acquisit ion and deve lopment 

Land 

Consumer 

Residential real estate 

I m p a i r e d Loans 

Current 

$183,475,754 

8,304,077 

10,834,959 

5,270,266 

2,635,445 

16,000,003 

$226,520,504 

30-89 Days 

$ 7,975,525 

161,217 

-
109,204 

60,118 

69,994 

$8,376,058 

Greater Than 

90 Days Still 

Accruing 

$ 
-
-
-
-
-

$ 

Total 

Accruing 

Past Due 

$7,975,525 

161,217 

-
109,204 

60,118 

69,994 

$8,376,058 

Non-accrual 

$ 

1. 

6,337,974 

-
375,432 

494,953 

123,163 

539,285 

7,870,807 

Total 

Financing 

Receivables 

$197,789,253 

8,465,294 

11,210,391 

5,874,423 

2,818,726 

16,609,282 

$242,767,369 

Loans are considered impaired when, based on current information and events, it is probable the Company will 
be unable to collect all amounts due in accordance with the original contractual terms of the loan agreements. 
Impaired loans include loans on nonaccrual status and troubled debt restructurings. If a loan is deemed 
impaired, a specific valuation allowance is allocated, if necessary, so that the loan is reported net, at the present 
value of estimated future cash flows using the loan's existing rate or at the fair value of collateral if repayment is 
expected solely from the collateral. Interest payments on impaired loans are typically applied to principal unless 
coUectability of the principal amount is reasonably assured, in which case interest is recognized on a cash basis. 

18 



CCF HOLDING COMPANY AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31,2011 

The following is a summary of information pertaining to impaired loans: 

December 31, 

2011 2010 

Impaired loans without a valuation allowance 

Impaired loans with a valuation allowance 

Total impaired loans 

Valuation allowance related to impaired loans 

Net investment 

23,170,247 $ 

5,594,201 

5,170,664 

2,628,478 

28,764,448 

(1,516,069) 

7,799,142 

(502,952) 

$ 27,248,379 $ 7,296,190 

Total non-accrual loans $ 7,870,807 $ 16,668,777 

Total loans past-due ninety days or more and still accruing $ - $ 3,160,000 

The following is a summary on information pertaining to interest relating to impaired loans for the two year 
period ended December 31, 2011: 

Years Ended December 31, 

2011 2010 

Average investment in impaired loans 

Interest income recognized on impaired loans 

Interest income recognized on a cash 

basis on impaired loans 

$ 18,281,794 $ 16,149,571 

$ 1,106,835 $ 391,011 

$ 1,131,850 $ 158,275 

The following table presents an analysis of information pertaining to impaired loans as of December 31, 2011: 

As of December 31, 2011 

Recorded Recorded 

Unpaid Total Investment Investment Total Average 

Principal With No With Related Recorded Recorded 

Balance Allowance Allowance Allowance Investment Investinent 
Commercial 

Construction 

Acquisition and development 

Land 

Consumer 

Residential real estate 

Total 

$ 29,336,109 

-
483,886 

494,953 

-
432,850 

$ 30,747,798 

$ 22,750,315 

-
375,432 

-
-

44,500 

$_23,170,247 

$ 4,764,066 

-
-

488,979 

-
341,156 

$ 5,594,201 

$ (1,036,934) 

-
-

(137,979) 

-
(341,156) 

$ (1,516,069) 

$ 26,477,447 

-
375,432 

351,000 

-
44,500 

$ 27,248,379 

$ 16,683,220 

-
1,090,668 

315,078 

-
192,828 

$ 18,281,794 
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Credit Quality Indicators 

The Company uses a nine category risk grading system to assign a risk grade to each loan in the portfolio. The 
following is a description of the general characteristics of the grades: 

Pass - Represents loans with satisfactory or better borrowing relationships with the Bank. Typically supported 
by borrowers with established history and adequate cash flow to support the debt or the related collateral is 
valued so that no significant risk of loss has been identified by the Bank. 

Special Mention - Represents loans with potential weaknesses which may, if not identified and corrected, weaken 
the asset or inadequately protect the Bank's position at some future date. 

Substandard - Loans that are inadequately protected by the net worth and cash flow capacity of the borrower or 
of the collateral pledged against the loan. Credit risk is related to the possibility of some loss of principal or 
interest if deficiencies are not corrected. 

Doubtful - Loans which are inadequately protected by the net worth of the borrower or of the collateral pledged 
and repayment in full is improbable on the basis of existing facts, values and conditions. A full or partial reserve 
is recommended. 

The following table presents the loan portfolio by risk grade as of December 31, 2011: 

As of December 31, 2011 

Commercial 

Construction 

Acquisition and development 

Land 

Consumer 

Residential real estate 

Total 

Overdraft, in-process and 

suspense accounts 

Total Loans 

Pass 

$ 145,498,349 

6,605,367 

3,789,361 

4,904,725 

2,324,875 

15,266,613 

$ 178,389,290 

Special 

Mention 

$ 11,733,136 

1,589,138 

2,107,854 

427,745 

238,394 

195,333 

$ 16,291,600 

Substandard 

$ 40,253,992 

243,200 

5,313,176 

541,953 

226,508 

819,658 

$ 47,398,487 

Doubtful 

$ 
-

-

-

-
-

$ 

Total 

$ 197,485,477 

8,437,705 

11,210,391 

5,874,423 

2,789,777 

16,281,604 

$ 242,079,377 

687,992 

$ 242,767,369 

Allowance for loan losses 

The allowance for loan losses represents a reserve for inherent losses in the loan portfolio. The adequacy of the 
allowance for loan losses is evaluated periodically based on a review of all significant loans; with a particular 
emphasis on non-accruing, past due and other loans that management believes might be potentially impaired or 
warrant additional attention. The Company segregates the loan portfolio by type of loan and utilizes this 
segregation in evaluating exposure to risks within the portfolio. In addition, based on internal reviews and 
external reviews performed by independent auditors and regulatory authorities, the Company further 
segregates the loan portfolio by loan grades based on an assessment of risk for a particular loan or group of 
loans. Certain reviewed loans are assigned specific allowances when a review of relevant data determines that a 
general allocation is not sufficient or when the review affords management the opportunity to fine tune the 
amount of exposure in a given credit. In establishing allowances, management considers historical loan loss 
experience but adjusts this data with a significant emphasis on data such as current loan quality trends, current 
economic conditions and other factors in the markets where the Company operates. Factors considered include. 
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among others, current and expected economic conditions in the operating area, delinquency trends, adversely 
rated loans and nonaccrual loans within a specific segment. 

The Company has developed a methodology for determining the adequacy of the allowance for loan losses 
which is monitored by the Company's Senior Management. Procedures provide for the assignment of a risk 
rating for every loan included in the total loan portfolio, with the exception of credit card receivables and 
overdraft protection loans which are treated as pools for risk rating purposes. The risk rating schedule provides 
seven ratings of which four ratings are classified as pass ratings and three ratings are classified as criticized 
ratings. Each risk rating is assigned a percentage factor to be applied to the loan balance to determine the 
adequate amount of reserve. Many of the larger loans require an annual review by an independent loan officer 
or an independent third party loan review firm. As a result of these loan reviews, certain loans may be assigned 
specific reserve allocations. Other loans that surface as problem loans may also be assigned specific reserves. 
The calculation of the allowance for loan losses, including underlying data and assumptions, is reviewed 
regularly by the Company's Loan Committee, senior management and Board of Directors. 

Activity in the allowance for loan losses for the two year period ended December 31, 2011 is as follows: 

2011 2010 

Beginning Balance $ 7,442,438 7,631,402 

Add - Provision for possible loan losses 2,700,000 2,600,000 

Subtotal 10,142,438 10,231,402 

Less: 
Loans charged off 4,883,154 3,187,795 

Recoveries on loans previously charged off (119,857) (398,831) 

Net loans charged off 4,763,297 2,788,964 

Balance, end of year $ 5,379,141 $ 7,442,438 
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The following table details activity in the allowance for loan losses by portfolio segment for the year ended 
December 31, 2011. Allocation of a portion of the allowance to one category of loans does not preclude its 
availability to absorb losses in other categories. 

As of December 31, 2011 

Allowance for credit losses: 

Beginning Balance 

Chargeoffs 

Recoveries 

Provision 

Ending Balance 

Commercial 

$ 4,811,684 

(2,316,463) 

72,667 

892,804 

$ 3,460,692 

Construction 

$ 

$ 

704,409 

(86,841) 

-
(481,000) 

136,568 

Acquisition 

& 
Development 

$ 1,200,545 

(1,538,934) 

-
952,223 

$ 613,834 

$ 

i. 

Land 

409,486 

(601,465) 

18,784 

649,757 

476,562 

Consumer 

$ 84,098 

(174,682) 

23,406 

128,728 

$ 61,550 

Residential 

Real Estate 

$ 171,981 

(164,769) 

5,000 

529,224 

$ 541,436 

Unallocated 

$ 

i_ 

60,235 

-
-

28,264 

88,499 

Total 

$ 7,442,438 

(4,883,154) 

119,857 

2,700,000 

$ 5,379,141 

Period-end amount allocated to: 

Loans individually 

evaluated for impairment $ 1,036,934 $ - $ - $ 137,979 $ - $ 341,156 $ - $ 1,516,069 

Loans collectively 
evaluated for impairment 2,423,758 136,568 613,834 338,583 61,550 200,280 88,499 3,863,072 

Ending balance $ 3,460,692 $ 136,568 $ 613,834 $ 476,562 $ 61,550 $ 541,436 $ 88,499 $ 5,379,141 

Loans: 

Individually evaluated for 

impairment $ 27,514,381 $ - $ 375,432 $ 488,979 $ - $ 385,656 $ - $ 28,764,448 

Collectively evaluated for 
impairment 170,274,872 8,465,294 10,834,959 5,385,444 2,818,726 16,223,626 ; 214,002,921 

Ending balance $197,789,253 $ 8,465,294 $ 11,210,391 $5,874,423 $2,818,726 $16,609,282 $ $242,767,369 

D. BANK PREMISES AND EQUIPMENT 

The following is a summary of asset classifications and depreciable lives for the Bank at December 31, 2011 and 
2010: 

Useful Lives (Years) 2011 2010 

Land 

Buildings and improvements 

Furniture and equipment 

Leasehold improvements 

Construction in process 

Property held for disposal 

Total 

Less - accumulated depreciation 

Bank premises and equipment, net 

Property held for disposal consists of the building and land formerly held by the Bank as the Towne Center 
branch in Fayette County, This property is currently held for sale and is being actively marketed. 

Depreciation included in operating expenses amounted to $532,701 and $599,492 in 2011 and 2010, respectively. 

5-40 

2-20 

7-25 

$ 

$ 

680,195 

4,774,755 

5,823,905 

476,173 

867 

1,333,142 

13,089,037 

(6,936,940) 

6,152,097 

$ 

— 

I_ 

680,195 

4,741,506 

6,127,341 

476,173 

31,113 

1,333,142 

13,389,470 

(6,844,436) 

6,545,034 
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E. DEPOSITS 

At December 31, 2011, the scheduled maturities of time deposits are as follows: 

2012 

2013 

2014 

2015 

2016 and thereafter 

Total t ime deposits 

129,419,274 

28,280,910 

4,774,133 

93,242 

4,485,938 

167,053,497 

F. INCOME TAXES 

The components of income tax expense are as follows: 

Current tax expense (benefit) 

Deferred tax expense 

Net provision for income taxes 

Years Ended December 31, 

2011 2010 

3,016,843 

$ 3,016,843 

The differences between income tax expense and the amount computed by applying the statutory federal 
income tax rate to earnings before taxes for the years ended December 31, 2011 and 2010 are as follows: 

Years Ended December 31, 

Tax on pretax income at statutory rate 

State income taxes, net of federeal tax benefit 

Tax-exempt interest income 

Life insurance income 

Effect of over accrual and deferred tax attributed 

Other 

Total 

Net effective tax rate 

2011 

(1,667,602) $ 

(742,649) 

(15,368) 

(106,749) 

2,531,111 

1,257 

2010 

(1,266,467) 

(616,022) 

(22,352) 

(104,573) 

5,024,078 

2,179 

$ 3,016,843 

0.0% -81.0% 
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The effects of temporary differences that give rise to significant portions of the deferred tax assets and deferred 
tax liabilities at December 31, 2011 and 2010 are presented below: 

Years Ended December 31, 

Deferred Income Tax Assets: 

Provision for loan losses 

Deferred compensation 

Other real estate 

Other 

Total deferred tax assets 

Less: valuation allowance 

Net deferred tax assets 

2011 

$ 831,888 $ 

871,925 

4,705,144 

77,914 

6,486,871 

(7,093,989) 

(607,118) 

2010 

1,630,170 

801,372 

2,897,229 

48,975 

5,377,746 

(4,738,384) 

639,362 

Deferred Income Tax Liabilities: 

Deferred loan fees 

Depreciation 

Other 

Total deferred tax liabilities 

Net deferred tax asset (liability) $ 

432,048 

141,027 

34,043 

607,118 

- $ 

432,048 

164,761 

42,553 

639,362 

G. FEDERAL HOME LOAN BANK ADVANCE AND LINES OF CREDIT 

At December 31, 2010 the Bank had $20,000,000 in outstanding secured borrowings with the Federal Home Loan 
Bank (FHLB). The borrowing was a fixed rate loan at 1.94% that matured March 16, 2011. The line at the FHLB 
was frozen at December 31, 2010; however, in March 2011, the FHLB increased availability from 5% of the 
Bank's assets to 8% of assets and extended borrowing from 12 months to 26 months. The Bank chose to roll the 
advance of $20,000,000 over into a daily rate borrowing when it matured on March 16, 2011. The advance was 
paid out in its entirety during 2011. The Bank had an available credit from the FHLB in the amount of 
$30,460,000. There were no advanced funds against this line as of December 31, 2011. Available loan collateral at 
December 31, 2011 totaled $24,358,000. The Bank continues to work to identify loans that can be added to the 
pool of loans used for pledging at the FHLB. 

The Bank had an unused secured line of credit for overnight borrowing of $10,000,000 as of December 31, 2010, 
which was secured by securities. This line was closed by the Bank during 2011. 

H. JUNIOR SUBORDINATED DEBENTURES 

On January 29, 2002, the Company issued through a Delaware statutory trust subsidiary, CCF Capital Trust 1, 
(the "Trust"), $4,000,000 of trust preferred securities with a maturity of March 31, 2023. The Company owns all 
of the common securities of Trust 1. The proceeds from the issuance of the common securities and the trust 
preferred securities were used by Trust 1 to purchase $4,125,000 of junior subordinated debentures of the 
Company, which carry a floating interest rate adjusted every three months to the Wall Street Journal prime plus 
75 basis points. At December 31, 2011, the Wall Street Journal prime rate was 3.25%. Of the proceeds received by 
the Company from the sale of the junior subordinated debentures to Trust 1, $125,000 was used for the common 
securities of Trust 1 and $4,000,000 was used for general corporate purposes, primarily to strengthen the capital 
position of the Bank. The debentures and related accrued interest represent the sole assets of Trust 1. 
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On March 30, 2004, the Company issued through a Delaware statutory trust subsidiary, CCF Capital Trust II 
("Trust II"), $4,500,000 of trust preferred securities with a maturity of March 31, 2034. The Company owns all of 
the common securities of Trust II. The proceeds from the issuance of the trust preferred securities were used by 
Trust 11 to purchase $4,640,000 of junior subordinated debentures of the Company, which carry a floating rate of 
interest adjusted every three months to the Wall Street Journal prime plus 12.5 basis points. Of the proceeds 
received by the Company from the sale of the junior subordinated debentures to Trust II, $140,000 was used for 
the common securities of Trust II and $4,500,000 was used for general corporate purposes, primarily to 
strengthen the capital position of the Bank. The debentures and related accrued interest represent the sole assets 
of Trust II. 

Pursuant to the terms of the junior subordinate debentures held by Trust I and Trust II, the Company has the 
option to defer distributions on such securities at any time, and from time to time, for a period not to exceed 
twenty consecutive quarters. During the second quarter of 2010, the Company elected to defer interest payments 
on its trust preferred securities. Furthermore, pursuant to the Written Agreement entered into with the Federal 
Reserve Bank of Atlanta, the Company is prohibited from paying interest on its trust preferred securities absent 
prior written approval from the Federal Reserve Bank of Atlanta. 

The Company has entered into contractual arrangement which, taken collectively, fully and unconditionally 
guarantee payment of accrued and unpaid distributions required to be paid on the trust preferred securities, the 
redemption price with respect to any trust preferred securities called for redemption by Trust I and Trust II, and 
payments due upon a voluntary or involuntary dissolution, winding up or liquidation of Trust 1 or Trust II. 

In accordance with ASC 810, Trust 1 and Trust II (the "Trusts") are not consolidated with the Company. 
Accordingly, the Company does not report the securities issued by the Trusts as liabilities and instead reports as 
liabilities the junior subordinated debentures issued by the Company and held by the Trusts, as these are no 
longer eliminated in consolidation. The trust preferred securities are recorded as junior subordinated debentures 
on the balance sheets, but subject to certain limitations for Tier 1 regulatory capital purposes. 

I. PREFERRED STOCK 

As of December 31, 2011 and 2010 there were 1,000,000 shares of preferred stock authorized and no shares 
outstanding. The Board of Directors of the Company is authorized to issue preferred stock and to fix and state 
voting powers, designations, preferences or other special rights of such shares and the qualifications, limitations 
and restrictions thereof, subject to regulatory approval but without stockholder approval. 

/. EMPLOYEE BENEFIT PLANS 

401 (k) Profit Sharing Plan 

The Company has a tax-qualified defined contribution profit sharing plan (the "Plan") for the benefit of its 
employees. All full-time employees and part-time employees who work 1,000 hours or more become eligible to 
participate under the Plan after completing one year of service. Under the Plan, employees may voluntarily elect 
to defer up to 15% of their compensation, not to exceed applicable limits. Under normal circumstances the 
Company matched $1.00 for each $1.00 with the matching contributions vesting after the first year at a rate of 
20% per year with full vesting after five years. Additionally, the Company may contribute an annual 
discretionary contribution to the Plan based upon a number of factors, such as the Company's retained earnings, 
profits, regulatory capital and employee performance. In 2011 the Company's matching contribution totaled 
$2,300. The Company did not have a matching contribution in 2010 due to expense reduction measures. 
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Stock Option Flan 

The Company sponsored a stock option plan (the "1995 Option Plan") whereby 486,067 authorized shares of 
common stock were reserved for issuance by the Company upon exercise of stock options granted to officers, 
directors and employees of the Company from time to time. Options constituted both incentive stock options 
and non-qualified stock options. Options awarded to officers and directors are exercisable at a rate of 20% 
annually with the first 20% exercisable on the one-year anniversary of the date of grant. Any shares subject to an 
award, which expire or are terminated unexercised, will be retired. The 1995 Option Plan had a term of ten 
years. The exercise price per share for non-qualified and incentive stock options shall be the price as determined 
by an option committee, but not less than the fair market value of the common stock on the date of grant. 

In 2000, the Company and shareholders approved a second stock option plan (the "2000 Option Plan") whereby 
270,000 shares of common stock (either authorized shares or shares purchased in the market) were available to 
be granted to officers, directors, and employees of the Company from time to time. Options constitute both 
incentive stock options and non-qualified stock options. Terms of the 2000 Option Plan are similar to that of the 
1995 Option Plan with the exception that all options granted under this plan vest immediately following the 
date of the grant, but require a six month holding period. 

In 2007, the Company and shareholders approved a third stock option plan (the "2007 Option Plan") whereby 
400,000 shares of common stock (either authorized shares or shares purchased in the market) were available to 
be granted to officers, directors, and employees of the Company from time to time. Options constitute both 
incentive stock options and non-qualified stock options. Terms of the 2007 Option Plan are similar to that of the 
2000 Option Plan. 

At December 31, 2011 and 2010 there were no shares of common stock available for grant under the 2000 Option 
Plan and no shares were available for grant under the 1995 Option Plan. There were 395,555 shares available 
under the 2007 Option Plan. 

Stock option activity is as follows: 

2011 2010 

Oustanding at beginning of year 

Granted 

Exercised 

Forfeited 

Outstanding at end of year 

Options exercisable at year-end 

Shares 

224,031 

-

-

(39,251) 

184,780 

184,780 

Weighted 

Average 

Exercise 

Price 

$ 11.22 

-

-

4.77 

$ 12.59 

$ 

Shares 

267,680 

-

-

(43,649) 

224,031 

224,031 

Weighted 

Average 

Exercise 

Price 

$ 10.05 

-

-
$ 6.17 

$ 11.22 

$ 11.22 
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A summary of options and warrants outstanding as of December 31, 2011 is presented below: 

Options 

Outstanding 

23,563 

58,125 

73,350 

29,742 

184,780 

Range of 

Exercise Price 

Per Share 

$7.60 - $8.99 

$9.00 - $11.99 

$12.00 - $13.34 

$13.35 - $20.40 

$0.00 - $20.40 

We 

Averge 

ghted 

Excercice 

Price Per Share 

$ 7.60 

$ 
$ 

§_ 
^ 

11.09 

13.00 

18.49 

12.59 

Years 

Remaining 

2.00 

4.01 

4.19 

6.41 

4.21 

Options 

Currently 

Excersisable 

23,563 

58,125 

73,350 

29,742 

184,780 

Weigt 

Aver 

ited 

5e 

Excercisable 

Price Per 

$ 
$ 
$ 

^ 
$_ 

Share 

7.60 

11.09 

13.00 

18.49 

12.59 

There were no options exercised in 2010 or 2011. The intrinsic value of options outstanding and exercisable at 
December 31, 2011 was $0 based on the year-end quoted market price of $0.42. The aggregate grant date fair 
value of options that vested during 2011 and 2010 was $0 for both years. 

Life Insurance Polides 

The Company adopted a nonqualified supplemental executive retirement plan to provide retirement benefits to 
certain of the Company's executive officers and to provide death benefits for the designated beneficiaries. Under 
this plan, single-premium, split-dollar, whole-life insurance contracts were purchased on certain executive 
officers. For the years ended December 31, 2011 and 2010, the Company incurred expenses of $208,000 and 
$196,000, respectively, in connection with this plan. 

K. LIMITATION ON DIVIDENDS 

The Board of Directors of any state-chartered bank in Georgia may declare and pay cash dividends on its 
outstanding capital stock without any request for approval of the Bank's regulatory agency if the following 
conditions are met: 

1) Total classified assets at the most recent examination of the bank do not exceed eighty (80) percent of 
equity capital. 

2) The aggregate amount of dividends declared in the calendar year does not exceed fifty (50) percent of 
the prior year's net income plus an additional fifty (50) percent of calculated income taxes "as if" the 
corporation was still a taxable corporation. 

3) The ratio of equity capital to adjusted total assets shall not be less than six (6) percent. 

As of January 1, 2012, dividends could not be paid without further impairment of capital. In addition, the Bank 
was placed under a formal agreement dated January 8, 2010 that requires regulatory approval prior to the 
payment of dividends during the period of the agreement. 

L. FINANCIAL INSTRUMENTS 

The Company is a party to financial instruments with off-balance-sheet risk in the normal course of business to 
meet the financing needs of its customers. These financial instruments include commitments to extend credit 
and standby letters of credit. Those instruments involve, to varying degrees, elements of credit risk and interest 
rate risk in excess of the amount recognized in the consolidated financial statements. The contract or notional 
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amounts of those instruments reflect the extent of involvement the Company has in those particular financial 
instruments. 

Standby letters of credit are conditional commitments issued by the Company guaranteeing the performance of 
a customer to a third party. These guarantees are primarily issued to support public and private borrowing 
arrangements. The credit risk involved in issuing letters of credit is essentially the same as that involved in 
extending loan facilities to customers. The Company holds collateral supporting these commitments, as deemed 
necessary. 

The Company's exposure to credit loss in the event of nonperformance by the other party to the financial 
instrument for commitments to extend credit and standby letters of credit is represented by the contractual 
notional amount of those instruments. The Company uses the same credit policies in making commitments and 
conditional obligations as it does for on-balance-sheet instruments. 

The Subsidiary does require collateral or other security to support financial instruments with credit risk. 

Contract or Notional Amount 

Financial instruments whose contract amount represent credit risk: 
Commitments to extend credit $ 11,516,764 
Standby letters of credit 601,078 

Total $ 12,117,842 

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any 
condition established in the contract. Commitments generally have fixed expiration dates or other termination 
clauses and may require payment of a fee. Since many of the commitments are expected to expire without being 
drawn upon, the total commitment amounts do not necessarily represent future cash requirements. The 
Company evaluates each customer's creditworthiness on a case-by-case basis. The amount of collateral obtained 
if deemed necessary by the Company upon extension of credit is based on management's credit evaluation. 

The Company has entered into contracts with certain members of management which stipulate a term and 
annual base salary. The contracts include provisions to terminate the agreements for "just cause" which is 
defined in the contracts. If such members of management are relieved of their position without just cause, the 
employee is entitled to a continuation of salary from the termination date through the remaining term of the 
agreement. Certain of these employment agreements contain a provision stating that in the event of any change 
in control of the Company which results in voluntary or involuntary termination of employment within one 
year, the officer will be paid a lump sum distribution equal to 2.99 times the individual's base compensation. 

The Company maintains an overall interest rate risk management strategy that incorporates the use of 
derivative instruments to minimize significant unplanned fluctuations in earnings that are caused by interest 
rate volatility. The goal is to manage interest rate sensitivity by modifying the repricing or maturity 
characteristics of certain assets and liabilities so that the net interest margin is not, on a material basis, adversely 
affected by certain movements in interest rates. The Company views this strategy as a prudent management of 
interest rate sensitivity, such that earnings are not exposed to undue risk presented by changes in interest rates. 

Derivative instruments are used as part of the Company's interest rate risk-management strategy. By using 
derivative instruments, the Company is exposed to credit and market risk. If the counterparty fails to perform, 
credit risk is equal to the extent of the fair-value gain in a derivative. When the fair value of a derivative contract 
is positive, this generally indicates that the counterparty owes the Company, and therefore, creates a repayment 
risk for the Company. When the fair value of a derivative contract is negative, the Company owes the 
counterparty and therefore, it has no repayment risk. The Company minimizes the credit (or repayment) risk in 
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derivative instruments by entering into transactions with high-quality counterparties that are reviewed 
periodically. 

The Company's derivative activities are monitored by its asset-liability management committee as part of that 
committee's oversight of the Company's asset-liability and treasury functions. The Company's asset-liability 
committee is responsible for implementing various hedging strategies that are developed through its analysis of 
data from financial simulation models and other internal and industry sources. The resulting hedging strategies 
are then incorporated into the overall interest rate risk management. 

M. RELATED PARTY TRANSACTIONS 

In the ordinary course of business, the Company, through its subsidiary bank, has direct and indirect loans 
outstanding to or for the benefit of certain executive officers and directors. These loans were made on 
substantially the same terms as those prevailing, at the time made, for comparable loans to other persons and 
did not involve more than the normal risk of coUectability or present other unfavorable features. 

The following is a summary of activity during 2011 with respect to such loans to these individuals: 

Balances at December 31,2010 $ 3,450,793 

New loans 51,689 

Repayments (405,916) 

Balances at December 31,2011 $ 3,096,566 

The Bank subsidiary also had deposits from these related parties of approximately $1.9 million at December 31, 
2011 and 2010. 

N. DISCLOSURES RELATING TO STATEMENT OF CASHFLOWS 

Interest and taxes - Cash paid during the period for interest and taxes were as follows: 

Interest on deposits and borrovv^ings 

Income taxes, net 

$ 

$_ 

2011 

4,362,665 

-
1 

2010 

6,002,388 

-

Other Non-cash Transactions - Non-cash transactions relating to investing and financing activities were as 
follows: 

2011 

$ 497,328 

$ 6,279,302 

$ 2,375,490 

2010 

$ (168,680) 

$19,094,110 

$ 

Changes in unrealized gain/ loss on investments 

Transfer of loans to foreclosed assets 

Transfer of foreclosed assets to loans 

O. FAIR VALUES OF FINANCIAL INSTRUMENTS 

Generally accepted accounting standards in the U.S. require disclosure of fair value information about financial 
instruments whether or not recognized on the face of the balance sheet, for which it is practicable to estimate 
that value. The assumptions used in the estimation of the fair value of the Company's financial instruments are 
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detailed hereafter. Where quoted prices are not available, fair values are based on estimates using discounted 
cash flows and other valuation techniques. The use of discounted cash flows can be significantly affected by the 
assumptions used, including the discoimt rate and estimates of future cash flows. The following disclosures 
should not be considered a surrogate of the liquidation value of the Company, but rather a good-faith estimate 
of the increase or decrease in value of financial instruments held by the Company since purchase, origination or 
issuance. 

Cash and Short-Term Investments - For cash, due from banks, federal funds sold and interest-bearing deposits 
with other banks, the carrying amount is a reasonable estimate of fair value. 

Inveslment Securities Held to Maturity and Securities Available for Sale - Fair values for investment securities are 
based on quoted market prices. 

Loans and Mortgage Loans Held for Sale - The fair value of fixed rate loans is estimated by discounting the future 
cash flows using the current rates at which similar loans would be made to borrowers with similar credit 
ratings. For variable rate loans, the carrying amount is a reasonable estimate of fair value. 

Deposit Liabilities - The fair value of demand deposits, savings accounts and certain money market deposits is the 
amount payable on demand at the reporting date. The fair value of fixed maturity certificates of deposit is 
estimated by discounting the future cash flows using the rates currently offered for deposits of similar 
remaining maturities. 

Fedeml Funds Purchased - The carrying value of federal funds purchased approximates their fair value. 

FHLB Advances - The fair value of the Bank's fixed rate borrowings are estimated using discounted cash flows, 
based on Bank's current incremental borrowing rates for similar types of borrowing arrangements. 

Lona-Term Debt and Convertible Subordinated Debentures - Rates currently available to the Bank for debt with 
similar terms and remaining maturities are used to estimate fair value of existing debt. 

Commitments to Extend Credit, Standby Letters of Credit and Financial Guarantees Written - Because commitments to 
extend credit and standby letters of credit are made using variable rates, the contract value is a reasonable 
estimate of fair value. 

Limitations - Fair value estimates are made at a specific point in time, based on relevant market information and 
information about the financial instrument. These estimates do not reflect any premium or discount that could 
result from offering for sale at one time the Bank's entire holdings of a particular financial instrument. Because 
no market exists for a significant portion of the Bank's financial instruments, fair value estimates are based on 
many judgments. These estimates are subjective in nature and involve uncertainties and matters of significant 
judgment and therefore cannot be determined with precision. Changes in assumptions could significantly affect 
the estimates. 

Fair value estimates are based on existing on and off-balance sheet financial instruments without attempting to 
estimate the value of anticipated future business and the value of assets and liabilities that are not considered 
financial instruments. Significant assets and liabilities that are not considered financial instruments include the 
mortgage banking operation, brokerage network, deferred income taxes, premises and equipment and goodwill. 
In addition, the tax ramifications related to the realization of the unrealized gains and losses can have a 
significant effect on fair value estimates and have not been considered in the estimates. 
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Disclosures of the fair value of financial assets and financial liabilities, including those financial assets and 
financial liabilities that are not measured and reported at fair value on a recurring basis or non-recurring basis, 
are required in the financial statements. The carrying amount and estimated fair values of the Bank subsidiary's 
financial instruments at December 31, 2011 and 2010 are as follows: 

2011 2010 

Amount Fair Value Amount Fair Value 

Assets: 

Cash and short-term investments $35,352,462 $35,352,462 $20,830,703 $20,830,703 

Secm-ities available for sale 41,324,330 41,324,330 60,777,360 60,777,360 

FHLB stock 1,193,200 1,193,200 1,731,500 1,731,500 

Loans, net 242,767,369 242,156,536 264,003,622 253,131,000 

Foreclosed assets 25,435,488 25,435,488 30,282,003 30,282,003 

Cash surrender value of life insurance 7,030,122 7,030,122 6,716,154 6,716,154 

Liabilities: 

Deposits 328,998,517 329,013,615 339,653,958 339,687,000 

Securities sold imder repurchase agreements 15,926,671 15,926,671 11,382,033 11,382,033 

FHLB Advances - - 20,000,000 20,057,000 

Junior subordinated debentures 8,765,000 8,765,000 8,765,000 8,765,000 

P. FAIR VALUE DISCLOSURE 

The Fair Value Measurements Topic of the FASB Accounting Standards Codification defines fair value, 
establishes a framework for measuring fair value, establishes a three-level valuation hierarchy for disclosure of 
fair value measurements and enhances disclosure requirements for fair value measurements. The valuation 
hierarchy is based upon the transparency of inputs to the valuation of an asset or liability as of the measurement 
date. The three levels are defined as follows: 

Level 1 - Valuation is based upon quoted prices for identical instruments traded in active markets. 

Level 2 - Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for 
identical or similar instruments in markets that are not active, and model-based valuation techniques for which 
all significant assumptions are observable in the market. 

Level 3 - Valuation is generated from model-based techniques that use at least one significant assumption not 
observable in the market. These unobservable assumptions reflect estimates of assumptions that market 
participants would use in pricing the asset or liability. Valuation techniques include use of option pricing 
models, discounted cash flow models and similar techniques. 

Following is a description of valuation methodologies used for assets and liabilities which are either recorded or 
disclosed at fair value. 

Assets Recorded at Fair Value on a Recurring Basis 

Securities 

Where quoted prices are available in an active market, securities are classified within Level 1 of the valuation 
hierarchy. Level 1 inputs include securities that have quoted prices in active markets for identical assets. If 
quoted market prices are not available, then fair values are estimated by using pricing models, quoted prices of 
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securities with similar characteristics, or discounted cash flow. Examples of such instruments, which would 
generally be classified within Level 2 of the hierarchy, include certain collateralized mortgage and debt 
obligations and certain high-yield debt securities. In certain cases where there is limited activity or less 
transparency around inputs to the valuation, securities are classified within Level 3 of the valuation hierarchy. 
When measuring fair value, the valuation techniques available under the market approach, income approach 
and/or cost approach are used. The Company's evaluations are based on market data and the Company 
employs combinations of these approaches for its valuation methods depending on the asset class. 

The Table below presents the recorded amount of assets and liabilities measured at fair value on a recurring 
basis at December 31, 2011. 

Level 1 

Investment securities available for sale: 

U.S. Agencies 

State and Political subdivisions 

Other debt securities 

Mortgage backed securities 

Total investment securities available for sale 

As of December 31, 2011 

Level 2 

$ 18,596,000 

1,047,847 

1,967,500 

19,712,983 

$ 41,324,330 

Level 3 Total 

$ 18,596,000 

1,047,847 

1,967,500 

19,712,983 

$ 41,324,330 

As of December 31, 2010 

Level 1 

Investment securities available for sale: 

U.S. Agencies 

State and Political subdivisions 

Other debt securities 

Mortgage backed securities 

Total investment securities available for sale 

Level 2 

$ 49,532,547 $ 

1,079,286 

2,000,000 

8,165,527 _ 

$ 60,777,360 $ 

Level 3 Total 

$ 49,532,547 

1,079,286 

2,000,000 

8,165,527 

$ 60,777,360 

Assets Recorded at Fair Value on a Nonrecurring Basis 

The Company may be required, from time to time, to measure certain assets at fair value on a nonrecurring basis 
in accordance with U.S. generally accepted accounting principles. These include assets that are measured at the 
lower of cost or market that were recognized at fair value below cost at the end of the period. 

Impaired loans 

Fair value accounting principles also apply to loans measured for impairment including impaired loans 
measured at an observable market price (if available), or at the fair value of the loan's collateral (if the loan is 
collateral dependent). Fair value of the loan's collateral when the loan is dependent on collateral, is determined 
by appraisals or independent valuation which is then adjusted for the cost related to liquidation of the collateral. 

Other Real Estate 

Certain foreclosed assets, upon initial recognition, are remeasured and reported at fair value less cost to sale 
through a charge-off to the allowance for loan losses based on the fair value of the foreclosed asset. Other real 
estate properties are adjusted to fair value upon transfer of the loans to other real estate. Subsequently, other 
real estate assets are carried at the lower of carrying value or fair value. Fair value is based upon independent 
market prices, appraised values of the collateral or management's estimation of the value of the 
collateral. When the fair value of the collateral is based on an observable market price or a current appraised 
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value, the Bank records the other real estate as nonrecurring Level 2. When an appraised value is not available 
or management determines the fair value of the collateral is further impaired below the appraised value and 
there is no observable market price, the Bank records the other real estate asset as nonrecurring Level 3. 

Assets measured at fair value on a nonrecurring basis are included in the table below: 

As of December 31, 2011 

Level 1 

Impaired loans 

Foreclosed assets 

Level 2 Level 3 

$ 27,248,379 $ 

25,435,488 _ 

$ 52,683,867 $ 

Total 

$ 27,248,379 

25,435,488 

$ 52,683,867 

As of December 31, 2011 

Level 1 Level 2 Level 3 Total 

Impaired loans 

Foreclosed assets 

Liabilities 

$ 7,296,190 $ 

30,282,003 _ 

$ 37,578,193 $ 

$ 7,296,190 

30,282,003 

$ 37,578,193 

The Company did not identify any liabilities that are required to be presented at fair value. 

Q. CREDIT RISK CONCENTFUJTION 

The Company's subsidiary grants consumer, commercial and residential loans to its customers. Although the 
Subsidiary has a diversified loan portfolio, a substantial portion of its debtors' ability to honor their contracts is 
dependent on the area's economic stability. The primary trade area for the Subsidiary is generally that area 
within 50 miles in each direction of the Bank. As of the Bank's most recent regulatory examination a 
concentration in construction real estate loans was identified. 

The distribution of commitments to extend credit approximates the distribution of loans outstanding. 
Commercial and standby letters of credit were granted primarily to commercial borrowers. The Bank, as a 
matter of policy, does not extend credit in excess of the legal lending limit to any single borrower or group of 
related borrowers. 

CCF Holding Company and its subsidiary maintain cash balances at various financial institutions. On July 21, 
2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act was signed into law and permanently 
raised the FDIC coverage limit to $250,000. In addition, on April 13, 2010, the FDIC extended the Transaction 
Account Guarantee Program (TAGP) through December 31, 2010 and reduced the maximum interest rate limit 
for NOW accounts guaranteed under the program to 0.25%, effective July 1, 2010. Under this program, FDIC 
insured institutions had the option of providing unlimited deposit insurance coverage on noninterest bearing 
transaction accounts, NOW accounts that paid no more than 0.25% interest and Interest on Lawyers Trust 
Accounts (lOLTA's). On November 9, 2010, the FDIC issued a Final Rule implementing section 343 of the Dodd-
Frank Wall Street Reform and Consumer Protection Act. Under this ruling, beginning December 31, 2010 
through December 31, 2012, all noninterest bearing transaction accounts and lOLTA's are fully insured, 
regardless of the balance of the account. However, unlike the TAGP, the Dodd-Frank act defines noninterest 
bearing transaction accounts as only traditional noninterest bearing transaction accounts and lOLTA's and does 
not include low-interest NOW accounts. This temporary unlimited coverage is in addition to, and separate from, 
the coverage of at least $250,000 available to depositors under the FDIC's general deposit insurance rules 
mentioned above. As of December 31, 2011 the Company had funds in an interest bearing banking account in 
the amount of $351,521, of which $101,521 was not subject to FDIC insurance coverage. 
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The Company maintains a cash balance in an account held with the Federal Home Loan Bank (FHLB). The 
FHLB is not a financial institution and as a result funds held are not subject to FDIC insurance coverage. As of 
December 31, 2011 and 2010 the Company had an outstanding balance of $100,000 and $270,251, respectively, 
which is not covered by FDIC insurance. 

The Company also maintains a cash balance in an interest bearing account held with the Federal Reserve Bank. 
The Federal Reserve Bank is not considered a financial institution and as a result funds held are not subject to 
FDIC insurance coverage. As of December 31, 2011 and 2010 the Company had an outstanding balance of 
$16,697,888 and $32,249,409, respectively. While this balance is not covered by FDIC insurance limits, 
outstanding balances held with the Federal Reserve Bank are backed by the full faith and credit of the United 
States. 

R. OPERATING INCOME & EXPENSES 

Components of other operating income and other operating expenses greater than 1 % of total interest income 
and other income for the periods ended December 31, 2011 and 2010 are: 

OTHER OPERATING INCOME: 

2011 2010 

$ 645,093 

207,285 

172,800 

153,177 

140,432 

$ 674,613 

205,696 

256,550 

134,252 

150,529 

Miscellaneous operating income $ 385,504 $ 729 

Debit card fee collections 242,719 202,854 

OTHER OPERATING EXPENSES: 

2011 2010 

Data processing 

Insurance premiums 

Directors fees 

Debit card expense 

Taxes and licenses 

REGULATORY MATTERS 

Effective January 8, 2010, the Bank became subject to a Consent order, a formal written enforcement action with 
the FDIC and the DBF. The Order requires the Bank to address key areas of improvement, many of which had 
already been addressed and were being proactively managed, and specifies timeframes to improve the financial 
performance of the Bank. Other material provisions of the Order require the Bank to: increase the Board's 
participation in the Bank's affair, including establishing a monitoring program to ensure compliance with the 
Order; ensure that the Bank has and retains qualified management; achieve and maintain Tier 1 Capital at or 
above 8% of total assets and total risk-based capital at or above 10% of total risk-weighted assets; charge-off all 
assets classified as "Loss" and 50% of all assets classified as "Doubtful" in any official Report of Examination 
from the FDIC or the DBF; formulate a plan to reduce risk exposure for each asset or relationship in excess of 
$500,000 that is classified "Substandard" or "Doubtful"; reduce the aggregate balance of assets classified as 
"Substandard" or "Doubtful" in accordance with a schedule provided in the Order; perform a risk segmentation 
analysis on the Bank's cited concentrations of credit; review the adequacy of the Bank's allowance for loan and 
lease losses and establish a comprehensive policy to determine the adequacy of the allowance for loan and lease 
losses; review and, if necessary, revise the Bank's written plan and comprehensive budget for all categories of 
income and expense; restrict material asset growth or initiating material changes in asset or liability composition 
without prior notification to the FDIC and the DBF; and file quarterly progress reports with the FDIC and the 
DBF. In addition, the Bank may not declare or pay dividends or bonuses without prior written approval from 

34 



CCF HOLDING COMPANY AND SUBSIDIARY 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31,2011 

the FDIC and the DBF. The Bank also may not accept, renew or rollover brokered deposits without a waiver 
from the FDIC. 

On October 12, 2010, the Company entered into a written agreement with the Federal Reserve Bank of Atlanta 
and the DBF (the "Agreement"), pursuant to which the Company is prohibited from declaring and paying 
dividends without prior written consent from the regulators. In addition, pursuant to the Agreement, without 
the prior written consent from its regulators, the Company is prohibited from taking dividends, or any other 
form of payment representing a reduction of capital, from the Bank; paying interest, principal or other sums on 
subordinated debentures or trust preferred securities; increasing or guaranteeing any debt; and redeeming any 
shares of the Company's common stock. In appointing any new director or any executive officer, the Company 
is required to notify regulatory authorities and comply with restrictions on indemnification and severance. The 
Company is also required to submit progress reports within 30 days after the end of each calendar quarter. 

The Company and the Bank are subject to various regulatory capital requirements administered by the federal 
banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory and possibly 
additional discretionary actions by regulators that, if undertaken, could have a direct material effect on the 
Company's or Bank's financial statements. Under capital adequacy guidelines and the regulatory framework for 
prompt corrective action, the Bank must meet specific capital guidelines that involve quantitative measures of 
the Bank's assets, liabilities, and certain off-balance-sheet items as calculated under regulatory accounting 
practices. The Bank's 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 the Bank 
to maintain minimum amounts and ratios (set forth in the table below) of total risk-based and Tier I capital (as 
defined in the regulations) to risk-weighted assets (as defined), and of Tier I capital (as defined) to average 
assets (as defined). As of December 31, 2011, the most recent notification from the FDIC categorized the 
Company's capital position as "undercapitalized." 

To be categorized as well capitalized, under the general regulatory framework, the Bank must maintain 
minimum total risk-based and Tier 1 leverage ratios as set forth in the table in additions to the conditions in its 
regulatory agreement. There are no conditions or events since that notification that management believes have 
changed the institution's category. 
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The Bank's actual capital amounts and ratios are presented in the following table: 

To Be Well Capitalized 

For Capital Under Prompt Corrective 

Actual Adequacy Purposes Action Provisions 

Amount Ratio Amoimt Ratio Amount Ratio 

As ofDecember 31,2011 

Total Risk-Based Capital To 

(Risk-Weighted Assets) $17,404,000 6.75% $20,641,76121 8.0% $ 25,802,201 _>_ 10.0% 

Tier I Capital To 

(Risk-Weighted Assets) 14,153,000 5.49% 10,320,880 >_ 4.0% 15,481,321 _>_ 6.0% 

Tier I Capital To 

(Average Assets) 14,153,000 3.80% 14,917,201 > 4.0% 18,646,501 _>_ 5.0% 

As ofDecember 31, 2010 

Total Risk-Based Capital To 

(Risk-Weighted Assets) $22,426,000 7.52% $ 2 3 , 8 4 7 , 6 0 0 ^ 8.0% $ 29,809,500 _>_ 10.0% 

Tier I Capital To 

(Risk-Weighted Assets) 18,654,000 6.26% 11,923,800 _>_ 4.0% 17,885,700 _>_ 6.0% 

Tier I Capital To 

(Average Assets) 18,654,000 4.57% 16,317,840 >_ 4.0% 20,397,300 _>_ 5-0% 

T. SEGMENT REPORTING 

Reportable segments are strategic business units that offer different products and services. Reportable segments 
are managed separately because each segment appeals to different markets and, accordingly, require different 
technology and marketing strategies. 

The Company and its subsidiary do not have any separately reportable operating segments. The entire 
operations of the Company are managed as one operation. 

U. SUBSEQUENT EVENTS 

The Company performed an evaluation of subsequent events through April 20, 2012, the date upon which the 
Company's financial statements were available for issue. The Company has not evaluated subsequent events 
after this date. No subsequent events were identified that would have required a change to the financial 
statements or disclosure in the notes to the financial statements. 
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V. CONDENSED FINANCIAL STATEMENTS (PARENT COMPANY ONLY) 

Condensed parent company financial information on CCF Holding Company, as of and for the years ended 
December 31, 2011 and 2010 is as follows: 

BALANCE SHEETS 

Assets 

Cash in subsidiary and due from banks 

Investment in subsidiary, at equity in underlying net assets 

Accrued income and other assets 

Total Assets 

Liabilities 

Junior subordinated debentures 

Other liabilities 

Total Liabilities 

Shareholders' Equity 

Preferred stock, no par value; 1,000,000 shares authorized; no 

shares issued or outstanding as of December 31, 2011 and 2010 

C o m m o n stock, $.10 par value, 50,000,000 and 20,000,000 shares 

authorized as of December 31, 2011 and 2010, respectively; 

3,604,317 shares issued and outstanding as of December 31, 

2011 and 2010 

Paid-in capital surplus 

Retained earnings (accumulated deficit) 

Accumulated other comprehensive income 

Total shareholders' equity 

Total Liabilities and Shareholders' Equity 

As ofDecember 31, 

2011 2010 

i 377,615 $ 450,006 

14,678,471 18,681,934 

623,824 629,089 

$ 15,679,910 $19,761,029 

$ 8,765,000 $ 8,765,000 

895,916 569,642 

9,660,916 9,334,642 

360,432 

9,075,553 

(3,942,025) 

525,034 

360,432 

9,075,553 

962,696 

27,706 

6,018,994 10,426,387 

$15,679,910 $19,761,029 
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STATEMENTS OF INCOME AND RETAINED EARNINGS 

Years Ended December 31, 

Revenues 

Interest income 

Expenses 

Interest expense 

Other 

Total expenses 

Loss Before Taxes and Equity Loss of Subsidiary 

Provision for (benefit of) income taxes 

Loss Before Equity Loss of Subsidiary 

Equity in undistr ibuted loss of subsidiary 

Net Loss 

Retained Earnings, Beginning 

Stock and cash dividends 

Retained Earnings (Accumulated Deficit), Ending 

2011 

$ 790 

326,274 

78,446 

404,720 

(403,930) 

(403,930) 

(4,500,791) 

(4,904,721) 

962,696 

$ (3,942,025) 

2010 

$ 772 

324,491 

40,580 

365,071 

(364,299) 

(364,299) 

(6,377,447) 

(6,741,746) 

7,704,442 

$ 962,696 

STATEMENTS OF CASH FLOWS 

Cash flows from operating activities: 

Net loss 

Adjustments to reconcile net loss to net cash provided by (used 
in) operating activities: 

Equity in undistr ibuted loss of subsidiary 

Net change in operating assets and liabilities: 

Net cash provided by (used in) operating activities 

Cash flows from financing activities: 

Retirement of common stock 

Net cash used in financing activities 

Net increase (decrease) in cash and cash equivalents 

Cash and cash equivalents at beginning of year 

Cash and cash equivalents at end of year 

Years Ended December 31, 

2011 2010 

$ (4,904,721) $ (6,741,746) 

4,500,791 

331,539 

(72,391) 

6,377,447 

495,273 

130,974 

(621) 

J621) 

(72,391) 

450,006 

$ 377,615 $ 450,006 

130,353 

319,653 

Noncash Transactions: 

Change in other comprehensive income $ 497,328 $ (168,680) 
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