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A Tradition of Excellence 
Dear Fellow Stockholder: 

As we write this year's letter, it is tempting to say that the best thing about 2008 is that it is now 2009. However, at 
this point, 2009 appears to have many challenges as well. As we entered 2008, we knew a great deal of stress was 
building in the economy and the residential housing market was showing significant weaknesses. To look back and 
see the devastation in our local markets and nationally has been nothing short of shocking. Never in our careers or 
in the lives of most Americans has such a severe reversal taken place in such a prominent segment of our economy. 
Now, as some of the dust is starting to settle, we see more clearly the devastation that has occurred and see the 
results ofthe over correction by the industry to address the problems that were the root causes. Credit has frozen 
across our country. The federal government has taken significant ownership interests in many of our large fmancial 
services companies. Policy is now being directed not by what makes best business sense, but more by what carries 
the least political costs. We can only hope that the end result will be one whereby our great American economy can 
survive and restore itself to the principles that made this country the greatest in the history of the world. 

CCF Holding Company survived 2008 at a tremendous cost to all stakeholders. Our loyal shareholders have seen 
the value of their investment decline to levels none of us would have ever imagined. Cost reductions have cut pay 
and positions of our most loyal and hardworking staff who contributed mightily to the building of this Company. 
Many of our customers have found they are now unemployed or their businesses are on the brink of insolvency. 
Our industry has suffered many failures and disappointments. These are tough times. At CCF Holding Company 
and Heritage Bank, we have been fortunate relative to many of our peers. When we entered the residential 
downturn in the second half of 2007, our balance sheet had roughly thirty-percent of our loans in the residential 
sector. Today, that number is just over twenty-two percent, yet the pain has been significant. We have always had a 
philosophy of doing business in our local markets; therefore, the overwhelming majority of our deposit customers 
are loyal local businesses and individuals who have provided the stability any company needs when times are 
tough. 

When the founders of Heritage Bank in 1955 determined the community needed a bank that could provide financial 
services at a reasonable cost, they set out to lay the foundation of an institution which listened and participated in 
the community. We have helped many folks over the years with obtaining mortgages, car loans, small business 
loans, and provided a safe and sound place to put their savings. We have also strived to be a steady voice that has 
provided individuals with advice ranging from "Who can best repair my leaky roof?" to "What's the best way to 
invest my retirement funds?" Regardless of who sat in our chairs over the past fifty-four years, we have understood 
the importance and reliance our community and customers have placed in our bank. It is this type of partnership 
and relafionship which makes it difficult to write this letter describing the financial performance of our Company. 
Whether it is our roughly 200 shareholders, our more than 20,000 customers or our more than 80 employees, we 
feel the need to provide you with timely, accurate and candid information no matter how difficult the task. We find 
no solace in knowing Heritage Bank faired better than most of our peers in 2008. We are trusted with a job and we 
were not able to execute that job as well as we should have in 2008. We will do everything possible to improve in 
2009 and beyond. 

The Company's total assets increased year over year by $40.6 million while loans outstanding decreased by $10 
million. This increase in assets was by design; we felt the need in early 2008 to increase our deposit base and 
available cash liquidity due to the uncertain status of many of the country's largest financial institutions. As we saw 
some of the biggest banks in the country fail, our customers remained loyal to Heritage Bank. In fact, as the year 
progressed, we saw our customer base expand. For this, we are thankful and appreciative. We feel the Federal 
Deposit Insurance Corporation (FDIC) did an outstanding job in 2008 to reduce the concerns over the safety of 
consumers' deposits by increasing the insurance coverage to $250,000 per customer and providing unlimited 
insurance coverage regardless of the balance on non-interest bearing and low interest bearing checking accounts. 
We realize this made many of our customers and, in general, the entire nation feel much more secure about their 
deposits. With continued decreasing loan demand and the fact that Heritage still carries much of this excess cash on 
its balance sheet, we intend to allow the assets of the Bank to decrease in 2009 and feel this will improve our 
operating margins and earnings. 

We saw our total shareholders' equity decline in 2008 by $2.7 million. This decline was due primarily to operafing 
losses for 2008. The Company suffered losses of $2.8 million. This number is still hard to speak of or write about. 
This is in contrast to 2007 when the Company made a profit of $4.1 million. The primary driver of the loss in 2008 



was $6.9 million in loan loss provisions and $1.4 million in losses and other expenses associated with real estate 
owned. The combined total of $7.3 million far exceeded the combined total of $930,000 in 2007. Almost all of 
these costs were associated with the Bank's residential real estate lending activities. Even considering these large 
losses, the Company maintained capital ratios ofTier I Capital - Leverage Ratio of 8.0%; Tier I Risk Based Capital 
Ratio of 10.0% and Total Risk Based Capital Ratio of 11.6% as ofDecember 31, 2008. This is important as all 
capital ratios exceed the regulatory guidelines for a "well capitalized" institution under the Prompt Corrective 
Action Provisions (note 15 in the Consolidated Financial Statements details this information.) In short, capital is a 
big key to surviving the current economic cycle. 

The strategy for CCF Holding Company and Heritage Bank is to continue to aggressively recognize problems 
within our loan portfolio and to attack these problems. While year over year problem assets increased $10.2 
million, we were able to resolve more than $14 million through a combination of sales of properties we had 
previously foreclosed on and through devising plans for our customers which allowed them an opportunity to 
improve their business' performance. At year end 2008, other assets owned by the Bank totaled $13 million as 
compared to $5 million one year earlier. In addition, the Bank had $19.6 million in non-performing loans on 
December 31, 2008 as compared to $17.4 million the prior year end. This level is much too high, and again 
primarily related to residential real estate lending. The Company has a clear understanding the Bank needs to lower 
its level of problem assets. As mentioned above, we have aggressively worked these problems from the first signs in 
mid-year 2007 and feel we will continue to have success with this process. 

So what does all this mean for the future, you may ask. We do not have a crystal ball, and we know the entire 
country is in the midst of a significant economic downtum. Most economists feel 2009 will continue to see 
increasing unemployment, declining real estate values and more and more of our friends and family struggling 
financially. Heritage Bank is a true community bank. It would be almost impossible for us to fare differently from 
our local community, so we expect this to be a year of continued struggles. We are seeing some small signs of 
improvement. New housing inventory is declining in our markets. Resale home inventory is also declining, but 
foreclosures are having a severe impact on housing values. There is a large number of developed and available 
residential building lots and few builders with the wherewithal or desire to produce new product. Credit remains 
tight as many borrowers are shying away from financing new purchases and many businesses do not feel this is the 
right environment to expand. Confidence is generally low, but it does appear to be stabilizing. We look 
optimistically to 2010 as a potential opportunity for growth to retum to the local economy. There will still be plenty 
of residual problems on the Bank's balance sheet, but as growth returns the potential for pent-up demand may allow 
the healing process to accelerate. 

You probably think we are all consumed with the task at hand of working through the challenges of the current 
operating environment. For us to say anything different would be inaccurate. The highest levels of management in 
this company work each day to restore the balance sheet to the condition we enjoyed for many years, and we have 
never lost sight of what makes Heritage Bank special to our loyal customers. We are as focused today as we have 
ever been on delivering that level of service all of our customers have come to expect. We know once the clouds 
clear and the sun shines brightly on CCF and Heritage Bank, it is those customer relationships that will again 
provide the outstanding financial performance our shareholders witnessed over the past years. 

With more than fifty-four years behind us and 282 years of combined experience on our management team, we feel 
confident we will weather this storm. We ask for your patience as we fully expect to deliver on our commitments. 
We have never taken your investment in CCF Holding Company for granted; and we thank you for your support as 
we fight this battle together. 

Very tmly yours, 

'//i:a^i 
Leonard A. Moreland David B. Tumer 
President & CEO President & CEO 
Heritage Bank CCF Holding Company 
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Thigpen, Jones, Seaton & Co., P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 
BUSINESS CONSULTANTS 
1004 Hiilcrest Parkway • P.O. Box 400 
Dublin, Georgia 31040-0400 
Tel 478-272-2030 • Fax 478-272-3318 
E-mail tjs@tjscpa.com 

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 

The Directors and Stockholders of 
CCF Holding Company 

We have audited the consolidated balance sheets of CCF Holding Company and Subsidiary as of 
December 31, 2008 and 2007, and the related consolidated statements of earnings, comprehensive income, changes 
in shareholder's equity and cash flows for the two years ended December 31, 2008. These consolidated financial 
statements are the responsibility ofthe Company's management. Our responsibility is to express an opinion on these 
consolidated financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall consolidated 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 
consolidated financial position of CCF Holding Company and Subsidiary as of December 31, 2008, and the results 
of its operations and its cash flows for the two years ended December 31, 2008, in conformity with accounting 
principles generally accepted in the United States of America. 

77t4a^;p9^^^ S * ^ ^ G.̂  ̂ C 

Dublin, Georgia 
April 16, 2009 
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CCF HOLDING COMPANY AND SUBSIDIARY 

Consolidated Balance Sheets 

December 31, 2008 and 2007 

2008 2007 
Assets 

Cash and due from banks, including reserve requirements of $0 and $147,000. $ 10,991,125 
Interest-bearing demand deposits in other financial institutions 6,518,345 
Federal funds sold 7,843,261 

Cash and cash equivalents 25,352,731 
Investment securities available-for-sale 73,198,888 
Certificates of Deposit in other institufions 23,000,000 
Federal Home Loan Bank stock, at cost 759,800 
Loans, net 306,889,293 
Premises and equipment, net 7,384,652 
Accrued interest receivable 2,030,810 
Cash surrender value of life insurance 6,095,149 
Other assets owned 12,992,186 
Other assets 5,643,541 

Total Assets $463,347,050 

Liabilities and Shareholders' Equity 
Deposits: 

Non-interest-bearing demand deposits $ 31,700,859 
Interest-bearing demand deposits 120,578,570 
Savings accounts 4,325,532 
Time deposits less than $100,000 188,837,241 
Time deposits greater than $100,000 60,519,751 

Total deposits 405,961,953 
Securities sold under agreements to repurchase 14,790,425 
Federal Home Loan Bank advances 
Federal funds purchased 
Junior subordinated debentures 8,765,000 
Other liabilifies 4,427,278 

Total liabilities 433,944,656 
Commitments 
Shareholders' equity: 

Preferred stock, no par value; 1,000,000 shares authorized; none issued and 
outstanding — 

Common stock, $.10 par value; 20,000,000 shares authorized; 3,607,717 
issued and outstanding in 2008; 3,591,473 shares 

issued and outstanding in 2007 360,772 
Additional paid-in capital 9,075,119 
Retained earnings 19,197,330 
Accumulated other comprehensive loss 769,173 

Total shareholders' equity 29,402,394 
Total liabilities and shareholders' equity $463,347,050 

6,771,957 
877,457 

7,649,414 
71,894,670 

1,216,000 
316,892,969 

7,383,551 
2,554,514 
5,763,825 
4,998,394 
4,427,500 

422,780,837 

34,962,318 
186,701,077 

4,388,618 
80,088,123 
40,243,246 

346,383,382 
19,876,316 
10,000,000 
2,132,000 
8,765,000 
3,520,723 

390,677,421 

359,147 
8,935,296 

22,198,567 
610,406 

32,103,416 
422,780,837 

See accompanying notes to consolidated financial statements. 



CCF HOLDING COMPANY AND SUBSIDIARY 

Consolidated Statements of Earnings 

For the Years Ended December 31, 2008 and 2007 

2008 2007 
Interest and dividend income: 

Interest and fees on loans 
Interest and dividends on taxable investment securities 
Interest-bearing deposits in other financial institutions and federal funds sold 
Interest on nontaxable investment securities 

Total interest and dividend income 
Interest expense: 

Deposit accounts 
Other borrowings 

Total interest expense 
Net interest income 

Provision for loan losses 
Net interest income after provision for loan losses 

Other operating income: 
Service charges on deposit accounts 
Gain on sale of investment securities 
Gain on sale ofloans 
Increase in value of life insurance asset 
Other 

Total other operating income 
Other operating expenses: 

Salaries and employee benefits 
Occupancy 
Net loss and/or write down of other real estate owned 
Real estate owned expenses 
FDIC Insurance Premiums 
Other 

Total other operating expenses 
(Loss) earnings before income taxes 

Income tax (credit) expense 

Net (loss) earnings 

Basic earnings per share 

Diluted (loss) eamings per share 

$ 19,976,100 
3,734,665 
297,227 
146,751 

24,154,743 

10,310,072 
1,041,289 

11,351,361 
12,803,382 
6,850,000 
5,953,382 

1,580,270 
1,170,027 

6,546 
331,324 
674,851 

3,763,018 

7,442,306 
2,648,676 
655,105 
753,193 
291,621 

2,909,984 
14,700,885 
(4,984,485) 
(2,163,850) 

$ (2,820,635) 

$ (0.78) 

$ (0.78) 

$29,103,039 
2,779,586 
551,904 
185,474 

32,620,003 

12,762,827 
1,946,378 

14,709,205 
17,910,798 

740,000 
17,170,798 

1,571,153 
22,067 
63,225 

314,771 
544,166 

2,515,382 

7,991,043 
2,097,458 
389,183 
129,793 
60,630 

2,749,684 
13,417,791 
6,268,389 
2,154,187 

$ 4,114,202 

$ 1.13 

$ 1.09 

See accompanying notes to consolidated financial statements. 



CCF HOLDING COMPANYAND SUBSIDIARY 

Consolidated Statements of Comprehensive Income 

For the Years Ended December 31, 2008 and 2007 

2008 2007 

Net (loss)earnings $(2,820,635) $4,114,202 
Other comprehensive (loss)earnings: 

Unrealized holding gains on cash flow hedge - 593,000 
Associated income tax effect — (207,550 
Unreahzed holding gains (losses) on investment securities available-for-sale 1,414,283 769,601 
Associated income tax effect (494,999) (269,360 
Reclassiflcation adjustment for (gains) losses on sales of 

investment securities available-for-sale (1,170,027) (22,067 
Associated income tax effect 409,510 7,723 

Total other comprehensive income (loss), net of tax 158,767 871,347 
Total comprehensive income $(2,661,868) $4,985,549 

See accompanying notes to consolidated financial statements. 



CCF HOLDING COMPANY AND SUBSIDIARY 

Consolidated Statements of Changes in Shareholders' Equity 

For the Years Ended December 31, 2008 and 2007 

Common Stock 

Shares Amount 

Additional 
Paid-in 
Capital 

Retained 
Earnings 

Accumulated 
Other 

Comprehensive 
(Loss) Income 

Balance, December 31,2006 3,633,096 $363,310 9,514,640 19,428,996 (260,941) 
Net earnings 4,114,202 
Retirement of common stock (71,218) (7,123) (1,127,265) — — 
Exercise of stock options 29,595 2,960 212,769 — — 
Cash dividends declared _ _ _ (1,344,631) — 
Stock option compensation 

expense 185,702 
Stock option tax benefit 149,450 
Net change in unrealized gains 

(losses) on securities available-
for-sale, net of tax _ _ _ _ 485,897 

Net change in unrealized gain 
on cash flow hedges, net of tax — —^ -— ^ 385,450 
Balance, December 31,2007 3,591,473 $359,147 8,935,296 22,198,567 610,406 

Net earnings (2,820,635) 
Retirement of common stock (4,308) (430) (23,131) 
Exercise of stock options 20,552 2,055 119,665 
Cash dividends declared (180,602) 
Stock option tax benefit 35,092 
Options Granted 8,197 
Net change in unrealized gains 

(losses) on securities 
available-for-sale, net of tax ... 158,767 
Balance, December 31,2008 3,607,717 $360,772 9,075,119 19,197,330 769,173 

Total 

29,046,005 
4,114,202 

(1,134,388) 
215,729 

(1,344,631) 

185,702 
149,450 

485,897 

385,450 
32,103,416 
(2,820,635) 

(23,561) 
121,720 

(180,602) 
35,092 

8,197 

158,767 
29,402,394 

See accompanying notes to consolidated financial statements. 



CCF HOLDING COMPANY AND SUBSIDIARY 

Consolidated Statements of Cash Flows 

For the Years Ended December 31, 2008 and 2007 

2008 2007 
Cash flows from operating activities: 

Net eamings $(2,820,635) 
Adjustments to reconcile net earnings to net cash provided by operating activities: 

Provision for loan losses 6,850,000 
Depreciation, amortization and accretion 683,974 
Stocli option compensation expense 8,197 
Deferred income tax benefit (909,360) 
Net gain on sale of investment securities available-for-sale (136,284) 
Gain on sale of floorlet (1,033,744) 
Net gain on sale of loans (6,546) 
Net loss on real estate owned 655,105 
Net loss on sale of premises and equipment 8,942 
Increase in cash surrender value of life insurance (331,324) 

Change in: 
Accrued interest receivable and other assets 1,022,111 

Accrued interest payable and other liabilities 861,439 

Net cash provided by operating activities 4,851,875 

Cash flows from investing activities: 
Proceeds from maturities and calls of investment securities available-for-sale 38,444,410 
Proceeds from sales of investment securities available-for-sale 4,654,605 
Purchases of investment securities available-for-sale (43,486,310) 
Purchases of certificates of deposits at other financial institutions (23,000,000) 
Proceeds from redemption of Federal Home LoanBank stock 1,018,700 
Purchases of Federal Home Loan Bank stock (562,500) 
Net decrease (increase) in loans (53,352,362) 
Proceeds from sale of foreclosed property 9,998,713 
Proceeds from sale of loans 37,854,974 
Proceeds from sale of premises and equipment 150,000 

Purchases of premises and equipment (787,879) 

Net cash used in investing activities (29,067,649) 
Cash flows from financing activities: 

Net (decrease) increase in deposits 59,578,571 
Change in securities sold under agreements to repurchase (5,085,891) 
Repayments of Federal Home Loan Bank advances (10,000,000) 
Proceeds from other borrowings — 
Repayments ofother borrowings (2,132,000) 
Dividends paid (539,748) 
Proceeds from exercise of stock options 121,721 

Retirement of common stock (23,562) 

Net cash (used in) provided by financing activities 41,919,091 

Change in cash and cash equivalents 17,703,317 

Cash and cash equivalents at beginning ofperiod 7,649,414 

Cash and cash equivalents at end ofperiod $25,352,731 

Supplemental disclosures for cash flow information and Noncash, investing and financing activities: 

Interestpaid $ 7,663,664 

Income taxes paid $ 155,000 

Transfer of loans to other real estate owned S 18,657,610 

Change in dividends payable $ 346,013 

Unrealized gains(losses) on investment securities available for sale, net of tax $ 158,767 

4,114,202 

740,000 
706,532 
185,702 

(770,038) 
(22,067) 

(63,225) 
389,183 
73,423 

(314,771) 

(853,950) 

(286,094) 

3,898,897 

18,414,890 
5,499,350 

(48,845,098) 

225,000 
(263,500) 

(8,015,807) 
2,536,428 

18,608,765 

(760,512) 

(12,600,484) 

(19,644,208) 
11,566,910 

2,132,000 

(1,274,550) 
216,718 

(1,134,388) 

(8,137,518) 

(16.839,105) 

24.488,519 

$ 7,649,414 

$15.021,138 

$ 2,171,ooo" 

$ 5,222,013" 

$ 68,499" 

"$ 871,347 

See accompanying notes to consolidated financial statements. 



CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to ConsoUdated Financial Statements 

(1) Summary of Significant Accounting Policies 

Organization 

CCF Holding Company is incorporated in the State of Georgia as a state chartered bank holding company 
whose business is conducted by its wholly owned bank subsidiary. Heritage Bank. The Company and the Bank are 
primarily regulated by the Department of Banking and Finance (DBF) and the Federal Deposit Insurance 
Corporation (FDIC) and 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. On March 2, 2009, the Bank closed its Towne Center Office located at 855 South Glynn Street, 
Fayetteville, Georgia. The accounts were transferred to the Bank's office located at 440 Jeff Davis Drive, 
Fayetteville, Georgia. The Bank primarily competes with other financial institutions in its market area, which it 
considers to be south metropolitan Atlanta. 

Basis of Presentation 

The consolidated financial statements include the accounts of CCF Holding Company and its wholly owned 
subsidiary, the Bank. All inter-company accounts and transactions have been eliminated in consolidation. Certain 
2007 amounts have been reclassified to conform to the 2008 presentation. 

The accounting principles followed by the Company and the methods of applying these principles, conform 
with accounfing principles generally accepted in the United States of America ("GAAP") and with general practices 
within the banking industry. In preparing financial statements in conformity with GAAP, management is required to 
make estimates and assumptions that affect the reported amounts in the financial statements. Actual results could 
differ significantly from those estimates. Material estimates common to the banking industry that are particularly 
susceptible to significant change in the near term include, but are not limited to, the determination of the allowance 
for loan losses and the valuation of real estate acquired in connection with or in lieu of foreclosure on loans. 

Cash and Cash Equivalents 

For purposes of the consolidated statements of cash flows, the Company considers amounts due from banks, 
interest-bearing deposits in other financial institutions with maturities less than 90 days, and federal funds sold to 
be cash equivalents. 

Investment 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-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. At December 31, 2008 the Company classified all of its investment securities as available-
for-sale. 

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 eamings 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 other 
than temporary is charged to earnings and establishes a new cost basis for the security. 

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 
eamings and are derived using the specific identification method for determining the cost of securities sold. 

Federal Home Loan Bank Stock 

Investment in FHLB stock is required of federally insured financial institutions that utilize its services. No 
ready market exists for the stock and it has no quoted market value. 



CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

Loans 

Loans that management has the intent and abihty 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 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. 

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. 

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 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 collectibility 
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. 

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 eamings for the period. 
Depreciation is recorded on a straight-line basis over the following estimated useful lives of the related assets: 

Building and improvements 5 ^ 0 years 
Furniture and equipment 2-20 years 
Leasehold improvements 7-25 years 

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 subsequentiy reacquired as 
specified in the respective agreements. 



CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

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 reallzability of the deferred tax assets, management considers the scheduled reversals of 
deferred tax liabilities, projected future taxable income, and tax planning strategies. 

Derivative Instruments and Hedging Activities 

The Company recognizes the fair value of derivatives as assets or liabilities in the financial statements. 
Accounting for the changes in the fair value of a derivative depends on the intended use of the derivative instrument 
at inception. The change in fair value of instmments used as fair value hedges is accounted for in the earnings of 
the period simultaneous with accounting for the fair value of the item being hedged. The change in fair value of the 
effective portion of cash flow hedges is accounted for in comprehensive income rather than eamings. The change in 
fair value of derivative instruments that are not intended as a hedge is amortized into income over the original 
hedge period. If the underlying hedged instrument is sold or settied, the Company immediately recognized the 
cumulative change in the derivative's value in the component of eamings. 

Stock Compensation Plans 

SFAS No. 123 (revised 2004) (SFAS No. 123(R)) "Share-Based Payment" was adopted by the Company on 
the required effective date, January 1, 2007, using the modified prospective transition method provided for under 
the standard SFAS No. 123(R) addresses the accounting for share-based payment transactions in which the 
Company receives employee services in exchange for equity instruments ofthe Company. SFAS No. 123(R) 
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 SFAS 123(R), 
the Company utilized the recognition and measurement principles that were previously permissible under 
Accounting Principles. 

Board Opinion No. 25 (APB 25) "Accounting for Stock Issued to Employees" and related interpretations. 
Under APB 25, 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 recognized $8,197 of stock based compensation expense during the year ended December 31, 
2008, associated with grants of stock options to purchase 25,182 shares made on July 11, 2007 and a grant of 4,000 
made on April 16, 2008. The Company is recognizing the 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 SFAS 
No. 123(R). 

The weighted average grant-date fair value of each option granted during 2008 and 2007 was $1.59 and 
$4.84, respectively. The fair value of each option is estimated on the date of grant using the Black-Scholes Model. 
The following weighted average assumptions were used for grants in 2008 and 2007: 

2008 2007 

Dividend yield 
Expected volatility .... 
Risk-free interest rate 
Expected term 

1.85% 
27% 
3.0% 

6.25 years 

1.85% 
20% 

5.09% 
7 years 
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CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

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 Company presents comprehensive income 
in a separate consolidated statement of comprehensive income. 

Net Earnings Per 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: 

For the year ended December 31, 2008 

Basic earnings per share 

Effect of stock options 

Diluted earnings per share 

For the year ended December 31, 2007. 

Basic earnings per share 

Effect of stock options 

Diluted earnings per share 

Recent Accounting Pronouncements 

Accounting for Transfers of Financial Assets and Repurchase Financing Transactions 

In Febmary 2008, the FASB issued FASB Staff Position ("FSP") FAS 140-3 Accounting for Transfers ofFinancial 
Assets and Repurchase Financing Transactions. This statement provides guidance regarding the accounting for a 
transfer of a financial asset and repurchase financing where the counterparties for both transactions are the same. In 
these circumstances, certain criteria must be met in order to not account for the transactions as a linked transaction. 
This FSP becomes effective for the fiscal years and interim periods beginning on or after November 15, 2008. The 
Company does not anticipate that this FSP will have a material effect on the Company's financial position, results 
of operations, or disclosures. 

Disclosures about Derivative Instruments and Hedging Activities 

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities. 
SFAS No. 161 is an amendment to SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities. 
The objective of SFAS No. 161 is to expand the disclosure requirements of SFAS No. 133 with the intent to 
improve the financial reporting of how and why an entity uses derivative instruments; how derivative instruments 
and related hedged items are accounted for under SFAS No. 133 and its related interpretations; and how derivative 
instruments and related hedged items affect an entity's financial position, financial performance and cash flows. 
The statement is effective for financial statements issued for fiscal years beginning after November 15, 2008. The 
Company does not anticipate the new accounting pronouncement to have a material effect on its financial position 
or results of operations. 

Net 
Earnings 

$(2,820,635) 

$(2,820,635) 

$ 4,114,202 

$ 4,114,202 

Common 
Shares 

3,604,208 

23,320 

3,627,528 

3,637,052 

129,311 

3,766,364 

Share 
Amount 

$(0.78) 

— 

$(0.78) 

$1.13 

(0.04) 

$1.09 
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Hierarchy of Generally Accepted Accounting Principles 

In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted Accounting Principles. SFAS 
No. 162 identifies the sources of accounting principles and the framework for selecting the principles to be used in 
the preparation of financial statements of nongovernmental entities that are presented in conformity with generally 
accepted accounting principles (GAAP) in the United States (the GAAP hierarchy). The current GAAP hierarchy, 
as set forth in the American Institute of Certified Public Accountants (AICPA) Statement on Auditing Standards 
No. 69, The Meaning of Present Fairly in Conformity With Generally Accepted Accounting Principles, has been 
criticized because (1) it is directed to the auditor rather than the entity, (2) it is complex, and (3) it ranks FASB 
Statements of Financial Accounting Concepts, which are subject to the same level of due process as FASB 
Statements of Financial Accounting Standards, below industry practices that are widely recognized as generally 
accepted but that are not subject to due process. The FASB believes that the GAAP hierarchy should be directed to 
entities because it is the entity (not its auditor) that is responsible for selecting accounting principles for financial 
statements that are presented in conformity with GAAP. Accordingly, the FASB concluded that the GAAP 
hierarchy should reside in the accounting literature established by the FASB and is issuing this Statement to achieve 
that result. The Company does not anticipate the new accounting pronouncement will have a material effect on its 
financial posifion or results of operations. 

Determining the Fair Value of a Finandal Asset When the Market for that Asset is Not Active 

In October 2008, the FASB issued FSP FAS 157-3, Determining the Fair Value ofa Financial Asset When the 
Market for That Asset is Not Active. This FSP clarifies the application of SFAS No. 157, Fair Value Measurements, 
in a market that is not active and provides an example to illustrate key considerations in determining the fair value 
of a financial asset when the market for that financial asset is not active. FSP FAS 157-3 provides guidance on (1) 
how an entity's own assumption should be considered when measuring fair value when relevant observable inputs 
do not exist, (2) how available observable inputs in a market that is not active should be considered when 
measuring fair value and (3) how the use of market quotes should be considered when assessing the relevance of 
observable and unobservable inputs available to measure fair value. This FSP Staff Position is effective 
immediately. The Company does not anticipate the new accounting pronouncement will have a material effect on its 
financial position or results of operation. 

Other accounting standards that have been issued or proposed by the FASB and other standard setting entities that 
do not require adoption until a future date are not expected to have material impact on the Company's consolidated 
financial statements upon adoption. 

Reclassifications 

Certain reclassifications have been made in the prior years' consolidated statements to conform to the presentation 
used in 2008. 
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CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

(2) Investment Securities Available-for-Sale 

At December 31, 2008 and 2007, investment securities available-for-sale consisted ofthe following: 

December 31, 2008 

Amortized 
Cost 

U.S. Government agency obligations $48,171,102 
Municipal securities 2,700,954 
Mortgage-backed securities 21,143,489 

$ 72,015,545 

Ainortized 
Cost 

U. S. Government agency obligations $49,062,864 
Municipal securities 4,536,640 
Mortgage-backed securities 17,948,600 

$71,548,104 

Gross 
Unrealized 

Gains 
549,112 

51,750 
606,820 

1,207,682 

December 31, 
Gross 

Unrealized 
Gains 

269,449 
129,737 
89,121 

488,307 

Gross 
Unrealized 

Losses 

21,608 
2,731 

24,339 

2007 
Gross 

Unrealized 
Losses 
42,437 
18,316 
80,988 

141,741 

Fair Value 
48,720,214 

2,731,096 
21,747,578 
73,198,888 

Fair Value 
49,289,876 

4,648,061 
17,956,733 
71,894,670 

Unrealized losses and fair value, aggregated by investment category and length of time that individual 
securities have been in a continuous unrealized loss position, as ofDecember 31, 2008 and 2007 are summarized as 
follows: 

Deceniber 31, 2008 

U.S. Government agency 
obligations 

Municipal securities 
Mortgage-backed securities .. 

U.S. Government agency 
obligations 

Municipal securities 
Mortgage-backed securities .. 

Less than 12 Months 
Fair 

Value 

— 

$ 478,391 
407,861 

$ 886,252 

Unrealized 
Losses 

— 

21,608 
2,731 

24,339 

Less than 12 Months 
Fair Unrealized 

Value 

. $ 6,477,092 
483,285 

4,403,955 
$11,364,332 

Losses 

27,259 
16,715 
11,786 
55,760 

12 Months or More 
Fair Unrealized 

Value 

— 

— 

Losses 

— 
— 

— 
— 

December 31, 2007 
12 Months or More 

Fair Unrealized 
Value 

6,484,212 
535,417 

4,317,468 
11,337,097 

Losses 

15,178 
1,601 

69,202 
85,981 

Total 
Fair 

Value 

— 

478,391 
407,861 
886,252 

Total 
Fair 

Value 

12,961,304 
1,018,702 
8,721,423 

22,701,429 

Unrealized 
Losses 

21,608 
2,731 

24,339 

Unrealized 
Losses 

42,437 
18,316 
80,988 

141,741 
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CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

(2) Investment Securities Available-for-Sale (cont') 

The unrealized losses on the debt securities arose due to changing interest rates and market conditions and are 
considered to be temporary because of acceptable investment grades where the repayment sources of principal and 
interest are largely backed by the U.S. Government. 

At December 31, 2008, there were 2 of 14 securities issued by state and political subdivisions containing 
unrealized losses, while 5 of 68 securities issued by U.S. Govemment agencies and U. S. Govemment sponsored 
corporations, including mortgage-backed securities, contained unrealized losses. 

At December 31, 2007, there were 5 of 25 securities issued by state and political subdivisions containing 
unrealized losses, while 26 of 75 securities issued by U.S. Government agencies and U.S. Government sponsored 
corporations, including mortgage backed securities contained unrealized losses. 

For the year ended December 31, 2008, the Company sold available for sale investment securities of $4.5 
million and for the year ended December 31, 2007, the Company sold available for sale investment securities of 
$5.5 million. 

The following gross gains and losses were recognized: 

2008 2007 
Gross gains $136,284 $23,337 
Gross losses -_ (1,270) 
Net gain $136,284 $22,067 

The amortized cost and fair values of securities available-for-sale at December 31, 2008, by contractual 
maturity are shown below. Expected maturities may differ from contractual maturities because borrowers may have 
the right to call or prepay obligations with or without call or prepayment penalties. 

Due within one year 
Due after one year through five years 
Due after five years 
Mortgage-backed securities 

Amortized 
Cost 

i 42,685,320 
7,371,780 

814,956 
21,143,489 

Fair 
Value 

$43,016,052 
7,630,071 

805,187 
21,747,578 

$72,015,545 $73,198,8 

Investment securities with approximate aggregate carrying amounts of $46.0 million and $67.0 million at 
December 31, 2008 and December 31, 2007, respectively, were pledged to secure public deposits and securities 
sold under agreements to repurchase. 
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($$ in thousands) 

$173,825 
15,796 
30.577 
16,471 
18,465 
53,377 
4,496 

313,007 
334 

5,784 

$306,889 

$129,373 
32,328 
23,970 
40,478 
33,492 
55,381 
6,367 

321,389 
415 

4,081 

$316,893 

CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

(3) Loans 

Major classifications of loans at December 31, 2008 and 2007 are presented below: 

2008 2007 

Commercial—owner occupied, nonfarm, nonresidential 
Comraercial and industrial 
Real estate—mortgage and home equity hnes 
Real estate—residential construction 
Real estate—commercial constmction 
Real estate—acquisition, development, lots and raw land 
Installment and other consumer 

Total loans 
Less: Uneamed fees 

Allowance for loan losses 

Total loans, net 

The Company extends credit to customers throughout its market area, which includes the Georgia counties of 
Clayton, Fayette and Henry. Most of the Company's loans are collateralized by real estate in these Georgia counties 
and a substantial portion of its borrowers' ability to repay such loans is dependent upon the economy in the 
Company's market area. As of December 31, 2008 and 2007, loans outstanding totahng approximately $35.3 
million and $31.6 million, respectively, were pledged to the FHLB as collateral for outstanding borrowings. 

During the years ended December 31, 2008 and December 31, 2007, gross interest income of $430,000 and 
$636,000, respectively, would have been recorded on nonperforming loans, under their original terms, if the loans 
had been current throughout those periods. Interest income recognized on nonperforming loans during the years 
ended December 31, 2008 and December 31, 2007 was approximately $120,700 and $169,400 respectively. At 
December 31, 2008, there were no loans 90 days past due and still accraing. 

An analysis of the activity in the allowance for loan losses is presented below: 

_ 2008 2007 
Balance at beginning ofperiod 
Provision for losses on loans 
Loan charge-offs 
Loan recoveries 

Balance at end ofperiod 

(4) Premises and Equipment 

A summary of premises and equipment at December 31, 2008 and 2007, is as follows: 

2008 2007 

$4,081,029 
6,850,000 
(5,338,930) 

192,112 

$5,784,211 

$4,015,217 
740,000 
(758,326) 
84,138 

$4,081,029 

Land $ 1,207,042 $1,207,042 
Buildings and improvements 5,492,844 5,383,086 
Fumiture and equipment 6,024,333 5,121,152 
Constraction in progress 33,249 590,257 
Leasehold improvements 791,603 616,727 

13,549,071 12,918,264 
Less: Accumulated depreciation 6,164,419 5,534,713 

$ 7,384,652 $ 7,383,551 

Depreciation expense for the years ended December 31, 2008 and 2007 was approximately $699,000 and 
$735,000, respectively. 
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CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

(5) Deposits 

At December 31, 2008, the scheduled maturities of time deposits are as follows: 

2009 $222,891,639 
2010 20,725,263 
2011 4,004,043 
2012 670,828 
2013 and thereafter 1,065,219 

$249,356,992 

(6) Income Taxes 

The components of income tax expense are as follows: 

2008 2007 

$(1,694,725) 

(307,981) 
(49,895) 

(112,650) 
1,401 

$(2,163,850) 

$2,131,252 

103,538 
(63,061) 

(107,022) 
89,480 

$2,154,187 

Current expense $(1,254,490) $2,924,225 
Deferted benefit (909,360) (770.038) 

$(2,163,850) $2,154,187 

The differences between income tax expense and the amount computed by applying the statutory federal 
income tax rate to earnings before taxes for the yeai\s ended December 31, 2008 and 2007 are as follows; 

_ 2008 2007 

Pretax income at statutory rate 
Add (deduct): 

State income taxes, net offederal effect 
Tax exempt interest 
Increase in cash sumender value of Ufe insurance 

Other 

The tax effects of temporary differences that give rise to significant portions of the deferred tax assets and 
deferred tax liabilities at December 31, 2008 and 2007 are presented below: 

_ 2008 2007 
Deferred tax assets: 

Allowance for loan losses 
Deferred compensation 
Other Real Estate 
Other 

Total gross deferted tax assets 

Deferred tax liabilities: 
Deferred loan fees 
Premises and equipment 
FHLB stock dividends 
Other 
Net unrealized gains on investment securities 

available-for-sale 

Total gross deferred tax liabilities 

Net deferred tax assets 

16 

1,914,754 
764,752 

1,407,623 
117,080 

4,204,209 

446,588 
217,108 
25,582 
120,009 

414,170 

1,223,457 

2,980,752 

1,549,159 
703,756 
787,551 
50,231 

3,090,697 

254,228 
263,462 
40,941 
46,498 

328,679 

933,808 

2,156,889 



Advance 
31, 2007 

$5,000,000 
$5,000,000 

Interest Basis 

Daily Rate 
Fixed 

Current Rate 

4.40% 
4.92% 

CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

Prior to January 1, 1996, the Company was permitted under the Internal Revenue Code (the "Code") a special 
bad debt deduction related to additions to tax bad debt reserves established for the purpose of absorbing losses. The 
provisions of the Code permitted the Company to deduct from taxable income an allowance for bad debts based on 
the greater of a percentage of taxable income before such deduction or actual loss experience. Retained earnings 
include approximately $675,000 for which no deferred Federal income tax liability has been recognized. The 
amounts represent an allocation of income for bad debt deductions for tax purposes only. Reduction of amounts 
allocated for purposes other than tax bad debt losses or adjustments arising from camy back of net operating losses 
would create income for tax purposes only, which would be subject to the curtcnt corporate income tax rate. 

(7) Federal Home Loan Bank Advances and Lines of Credit 

At December 31, 2008, the Bank did not have any outstanding borrowings with the FHLB. Available secured 
borrowing totaled $44,535,000. 

At December 31, 2007, the Bank had $12 million available under a $22 million secured line of credit with the 
FHLB of Atlanta. Under the terms of the loan agreement, the FHLB will extend funding to the Bank up to 10% of 
the Bank's assets based on the total assets reported for the most recent quarter. The available amount is also subject 
to the availability of qualifying collateral. The total available lines noted were based on the Bank's available 
collateral position each year end. 

The following advances were outstanding at December 31, 2007, and required monthly interest payments: 

Maturity 

Matures August 2008 
Matures August 2008 

The Bank also had unused lines of credit for overnight bomowings of $7.3 million at year end, December 31, 
2007 and $15.0 million at year end December 31, 2008 ($5.0 million of this was a secured borrowing line of 
credit). 

(8) Junior subordinated debentures 

On March 30, 2004, the Company issued through a Delaware statutory trust subsidiary, CCF Capital Trast II, 
("Trust II"), $4,500,000 of trust preferred securities that qualify as Tier I capital under Federal Reserve Board 
guidelines within certain limitations. The Company owns all of the common securities of Trust II. The proceeds 
from the issuance of the common securities and the trust preferred securities were used by Trust II to purchase 
$4,640,000 of junior subordinated debentures of the Company, which carty a floating rate of interest adjusted every 
three months to the Wall Street Journal prime plus 12.5 basis points. At December 31, 2008, the Wall Street Joumal 
prime rate was 3.25%. Of the proceeds received by the Company from the proceeds of the sale of the junior 
subordinated debentures to Trust II, $140,000 was used for the common securities of Trast II and $4,500,000 was 
used to strengthen the capital position of the Bank to accommodate current and future growth. The debentures and 
related accrued interest represent the sole assets of Tmst II. 

The trust preferred securities accrae and pay distributions quarterly, at an interest rate equal to the Wall Street 
Journal prime rate plus 12.5 basis points. The Company has entered into contractual artangements which, taken 
collectively, fully and unconditionally guarantee payment of accrued and unpaid distributions required to be paid on 
the trast preferred securities, the redemption price with respect to any trust preferred securities called for 
redemption by Trust II, and payments dues upon a voluntary or involuntary dissolution, winding up or liquidation 
of Trust II. 

On January 29, 2002, the Company issued through a Delaware statutory trust subsidiary, CCF Capital Trust I, 
(the "Trast"), $4,000,000 of trast preferred securities that qualify as Tier I capital under Federal Reserve Board 
guidelines within certain limitations. The Company owns all of the common securities of the Trust. The proceeds 
from the issuance of the common securities and the trust preferred securities were used by the Trust to purchase 
$4,125,000 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 75 basis points. At December 31, 2008, the Wall Street Journal 
prime rate was 3.25%. Of the proceeds received by the Company from the proceeds from the sale of the junior 
subordinated debentures to the Trast, $125,000 was used for the common securities of the Trust and $4,000,000 
was used to strengthen the capital position of the Bank to accommodate current and future growth. The debentures 
and related accraed interest represent the sole assets of the Trust. 

17 



CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

The trast preferred securities accrue and pay distributions quarterly, at an interest rate equal to the Wall 
Street Journal prime rate plus 75 basis points. The Company has entered into contractual arrangements 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 the Trust, and payments dues upon a voluntary or involuntary dissolution, winding up or liquidation 
of the Trust. 

In accordance with FASB Interpretation No. 46, the Trast 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 trast preferred securities are recorded as junior subordinated 
debentures on the balance sheets, but subject to certain limitations qualify for Tier 1 capital for regulatory capital 
purposes. 

(9) Preferred Stock 

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. 

(10) 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. Company contributions in 2008 were $1.00 
for each $1.00 of employee contribution through October 1, 2008, then $0.50 for each $1.00 of employee 
contribution; and in 2007 employee contribution were $1.00 for each $1.00 of employee contributions up to 5% of 
the employee's compensation. Such matching contributions begin to vest 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. Contributions by the Company to the Plan during the years ended 
December 31, 2008 and 2007 totaled approximately $118,000 and $166,000, respecfively. In 2009, the Company 
will not have a matching contribution due to expense reduction measures. 

Stock Option Plan 

The Company sponsored a stock opfion 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 is 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. 

18 



CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

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, 2007 and 2008, there were no shares ofcommon stock available for grant under the 2000 
Option Plan and no shares were available for grant under the 1995 Option Plan. There were 380,574 shares 
available under the 2007 Option Plan. 

Stock option activity is as follows: 

2008 2007 
Options outstanding at beginning of period 
Options granted 
Options exercised 
Options forfeited 
Options outstanding at end of period 

Options exercisable at end ofperiod 

Weighted-average option prices per share: 

Options granted during the period .... 

Options exercised during the period . 

Options forfeited during the period .. 

Options outstanding at end of period 

308,628 
3,375 

(20,551) 
(8,792) 

282,660 

278,460 

$ 6.10 

$ 5.92 

$ 12.77 

$ 10.06 

314,065 
25,182 

(29,598) 
(1,021) 

308,628 

280,786 

$ 17.89 

$ 7.22 

$ 19.55 

$ 9.90 

A summary of options and wartants outstanding as ofDecember 31, 2008 is presented below: 

Options 
Outstanding 

58,320 
29,418 
57,050 

105,750 
32,122 

282,660 

Range of 
Exerdse Price 

per Share 
$0.00 - 4.58 
$4.59 - 7.59 
$7.60-11.34 

$11.35-13.33 
$13.34-20.40 
$0.00 - 20.40 

Weighted Average 
Exercise Price 

Per Share 
$3.46 
$6.05 
$9.27 

$12.66 
$18.54 
$10.06 

Years 
Remaining 

1.60 
3.20 
4.61 
6.42 
8.40 
4.95 

Options Currently 
Exercisable 

58,320 
26,718 
55,550 

105,750 
32,122 

278,460 

Weighted Average 
Exercise Price 

Per Share 
$3.46 
$6.04 
$9.21 

$12.66 
$18.54 
$10.09 

The total intrinsic value of options exercised in 2008 and 2007 was $0 and $302,821 respectively. The 
intrinsic value of options outstanding and exercisable at December 31, 2008 was $0 based on the year-end quoted 
market price of $0.68. The aggregate grant date fair value of options that vested during 2008 and 2007 was $0 and 
$185,702 respectively. 

Life Insurance Policies 

The Company adopted a nonqualified supplemental executive retirement plan, "SERP", 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, 2008 and 2007, the Company incurred expenses of 
$161,000 in 2008 and $368,000 in 2007, in connection with this plan. 
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(11) Commitments 

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 instmments include standby letters of credit and 
commitments to extend credit. These instraments involve, to varying degrees, elements of credit and interest rate 
risk in excess of the amount recognized in the consolidated financial statements. The contract or notional amounts 
of those instraments reflect the extent of involvement the Company has in particular classes of financial 
instraments. 

Standby letters of credit are conditional commitments issued by the Company guai'anteeing 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 customer for commitments to 
extend credit and standby letters of credit is represented by the contractual or notional amount of those instruments. 
The Company uses the same credit policies in making commitments and conditional obligations as it does for 
recorded loans. 

The following summarizes commitments as of December 31, 2008 and 2007: 

Approximate 
Contract Amount 

2008 2007 
(in thousands) 

Financial instruments whose contract amounts represent credit risk: 
Commitments to extend credit : $23,348 $45,712 
Standby letters of credit $2,332 $4,004 

Commitments to extend credit are agreeraents to lend to a customer as long as there is no violation of any 
condition established in the agreement. Commitments generally have fixed expirafion dates or other terminafion 
clauses and may require payraent of a fee. Since sorae 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 deeraed 
necessary by the Company upon extension of credit, is based on management's credit evaluation of the borrower. 

The Company has entered into contracts with certain merabers 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 agreeraent. 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 instraments are used as part of the Company's interest rate risk-management strategy. By using 
derivative instruments, the Company is exposed to credit and raarket 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 derivative instruments 
by entering into transactions with high-quality counterparties that are reviewed periodically. 
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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 raodels and other internal and industry sources. The resulfing hedging strategies are then 
incorporated into the overall interest rate risk management. 

The Company's objective in using derivatives is to add stability to net interest income and to manage its 
exposure to interest rate moveraents or other identified risks. To accomplish this objective the Company uses an 
interest rate floor as part of its cash flow hedging strategy. The interest rate floor designated as cash flow hedge 
involves the receipt of variable rate amounts over the life of the agreement if the Prime interest rate decreases 
below 7.00 percent. 

At Deceraber 31, 2007, the Company had an interest rate floor designated as a cash flow hedge. No fair value 
hedges were outstanding. The following table summarizes the outstanding derivative instrument at December 31, 2007 
(dollars in thousands). In April 2008, the Company sold the prime floor, realizing a pre-tax gain of approximately $1 
miUion as a result. There were no cash flow or fair value hedges outstanding at December 31, 2008. 

December 31, 2007 

Type Transaction Date Term Date Notional Strike Rate Current Rate Fair Value 
Prime fixed floor September 2006 September 2009 $50,000 7.00% 7.25% $791 

(12) Fair Values of Financial Instruments 

The Company is required to disclose the fair value of its financial instruments, whether or not recognized in 
the balance sheet, for which it is practicable to estimate that value. In cases where quoted raarket prices are not 
available, fair values are based on estimates using present value or other valuation techniques. Those techniques are 
significantiy affected by the assumpfions used, including the discount rate and estimates of future cash flows. In 
that regard, the derived fair value estimates cannot be substantiated by comparison to independent markets and, in 
many cases, could not be realized in immediate settlement of the instrument. These estimates are subjective in 
nature and involve uncertainties and matters of significant judgment and, therefore, cannot be deterrained with 
precision. Changes in assumptions would significantiy affect the estimates. 

Fair value estimates are based on existing on- and off-balance-sheet financial instraments and other recorded 
assets and liabilities without attempting to estimate the fair value of anticipated future business. In addition, tax 
ramifications related to the realization of unrealized gains and losses can have a significant effect on fair value 
estimates and have not been considered in any of the estimates. Accordingly, the aggregate fair value amounts 
presented do not represent the underlying value of the Company. 

The following methods and assumpfions were used by the Company in estimating its fair value disclosures 
for financial instruments and certain other assets and liabilities: 

Cash and cash equivalents 

The cartying amounts of cash and cash equivalents approxiraate fair values. 

Investment securities available-for-sale 

Fair values for investment securities available-for-sale are based on quoted market prices. 

FHLB stock 

The carrying araount is considered a reasonable estimate of fair value. 

Loans 

For variable-rate loans that reprice frequently and with no significant change in credit risk, fair values are 
based on carrying values. The fair values for all other loans are esfimated based upon a discounted cash flow 
analysis, using interest rates curtently being offered for loans with similar terms to borrowers of similar credit 
quality. 
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(12) Fair Values of Financial Instruments (cont'd) 

Cash surrender value of life insurance 

The carrying value of this asset approximates its fair value. 

Deposits 

Fair values for fixed-rate tirae deposits are estimated using a discounted cash flow analysis that applies 
interest rates curtently being offered on deposits of similar terms of maturity. The cartying amounts of all other 
deposits, due to their short-term nature, approximate their fair values. 

Securities sold under agreements to repurchase 

Fair value approximates the carrying value of such liabilities due to their short-term nature and variable, 
floating rate. 

FHLB advances 

The fair value of the FHLB fixed rate borrowing is estimated using discounted cash flows, based on the 
current incremental borrowing rates for similar types of borrowing arrangements. The fair value of the FHLB 
variable rate bortowing approximates the carrying araount. 

Junior subordinated debentures 

Junior subordinated debentures bear interest on a floating basis, and as such, the carrying araount 
approxiraates fair value. 

Commitments to extend credit, standby letters of credit 

Off-balance-sheet instruraents (commitments to extend credit and standby letters of credit) are generally 
short-term and are issued at variable interest rates. Therefore, both the cartying value and estiraated fair value 
associated with these instruments are immaterial. 

Prime floor cash flow hedge 

For off-balance sheet derivative instruments, fair value is estimated as the amount that the Company would 
receive or pay to terminate the contracts at the reporting date, taking into account the current unrealized gains or 
losses on open contracts. 

Limitations 

Fair value estimates are raade at a specific point in time, based on relevant raarket inforraation 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 Company's entire holdings of a particular financial instrament. Because no 
raarket exists for a significant portion of the Company's financial instruments, fair value estimates are based on 
raany judgraents. 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 deferted 
income taxes and premises and equipment. In addition, the tax ramifications related to the reahzation of the 
unrealized gains and losses can have a significant effect on fair value estimates and have not been considered in the 
estiraates. 
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The estimated fair value ofthe Corapany's financial instruments as ofDecember 31, 2008 and 2007 are as follows: 

2008 2007 

Assets: 
Cash and cash equivalents 
Investment securities available-for-sale 
FHLB stock 
Loans, net 
Cash surrender value of life insurance 
Floor contract 

Liabilities: 
Deposits 
Securities sold under agreements to repurchase 
FHLB advances 
Federal Funds purchased 
Junior subordinated debentures 

Carrying 
Value 

$25,353 
73,199 

760 
306,889 

6,095 
— 

405,962 
14,790 

___ 
— 

8,765 

Fair 
Value 

(in thoui 

25,353 
73,198 

760 
300,675 

6,095 
— 

407,425 
14,790 

— 
— 

8,765 

Carrying 
Value 

tands) 

$7,649 
71,895 

1,216 
316,893 

5,764 
791 

346,383 
19,876 
10,000 
2,132 
8,765 

Fair 
Value 

7,649 
71,895 

1,216 
319,805 

5,764 
791 

343.521 
19.876 
9,981 
2,132 
8,765 

(13) Related Party Transactions 

It is the Bank's policy to make loans to officers, directors, and their associates in the ordinary course of 
business on substantially the sarae terms as those prevailing at the time for comparable transactions with other 
persons. The following is a summary of activity during the year ended Deceraber 31, 2008 with respect to such 
aggregate loans to these individuals and their associates: 

Related party loan balances at beginning of year $4,237,069 
New loans 1,774,537 
Principal repayments (1,269,387) 
Related party loan balances at end of year $4,742,219 

Deposits from related parties totaled approximately $1,692,462 and $1,544,625 at December 31, 2008 and 
2007, respectively. 
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(14) Parent Company Financial Information 

The following represents condensed financial information of the holding company: 

Condensed Balance Sheets 

December 31, 2008 and 2007 

2008 2007 
Assets 

Cash 
Investment in subsidiary 
Other assets 

Liabilities and Shareholders' Equity 
Junior subordinated debentures 
Dividends payable 

Total liabilities 
Total shareholders' equity 

$ 1,402,701 
35,255,722 
1,508,971 

38,167,394 

8,765,000 
— 

8,765,000 
29,402,394 

38,167,394 

$1,295,332 
38,719,234 
1,212,997 

41,227,563 

8,765,000 
359,147 

9,124,147 
32,103,416 

41,227,563 

Condensed Statements of Earnings 

For the Years Ended December 31, 2008 and 2007 

2008 2007 
Dividends from subsidiary 
Interest expense 
Other operating expenses 
Incorae tax benefit 

1,335,000 
(513,750) 
(305,105) 
285,500 

2,925,000 
(726,250) 
(528,328) 
440,618 

Earnings before equity in undistributed eamings of subsidiary 801,645 2,111,040 
Equity in undistributed earnings of subsidiary (3,622,280) 2,003,162 

Net earnings (2,820,635) $4,114,202 

24 



CCF HOLDING COMPANY AND SUBSIDIARY 

Notes to Consolidated Financial Statements, continued 

Condensed Statements of Cash Flows 

For the Years Ended December 31, 2008 and 2007 

2008 2007 
Cash flows from operating activities: 

Net eamings $ (2,820,635) $4,114,202 
Adjustment to reconcile net earnings to net cash used 

by operating activities: 
Stock based compensation 8,197 185,702 
Equity in undistributed earnings of subsidiary 3,622,280 (2,003,162) 
Change in other assets / other liabilities (260,884) 378,188 

Net cash (used) provided by operating activities 548,958 2,674,930 

Cash flows from financing activities: 
Dividends paid (539,748) (1,276,094) 
Proceeds from exercise of stock options 121,721 216,718 
Retirement of comraon stock (23,562) (1,134,388) 

Net cash used by financing activities (441,589) (2,193,764) 

Change in cash and cash equivalents 107,369 481,166 
Cash and cash equivalents at beginning of period 1,295,332 814,166 

Cash and cash equivalents at end of period $1,402,701 $1,295,332 

(15) Regulatory Matters 

Dividends paid by the Bank are the primary source of funds available to the Company. Banking regulations 
limit the amount of dividends that may be paid without prior approval of the regulatory authorities. These 
restrictions are based on the level of regulatory classified assets, the prior years' net earnings, and the rafio of equity 
capital to total assets. At December 31, 2008, the Bank could not pay any dividends without obtaining prior 
regulatory approval. 

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 
addifional 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 classificafion 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 of total and Tier I capital to risk-weighted assets, and ofTier I 
capital to average assets. Management believes, as of December 31, 2008, that the Company and the Bank meet all 
capital adequacy requireraents to which they are subject. 

As of December 31, 2008, the most recent notification from the FDIC categorized the Bank as well 
capitalized under the regulatory framework for prompt corrective action. To be categorized as well capitalized, the 
Bank must maintain minimum total risk-based. Tier I risk-based, and Tier I leverage ratios as set forth in the table 
below. There are no conditions or events since that notification that management believes have changed the Bank's 
capital category. 
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The actual capital amounts and ratios at December 31, 2008 and 2007, are presented in the table below (in 
thousands): 

Actual 
Amount Ratio 

For Capital 
Adequacy 
Purposes 

Amount 

To Be Well 
Capitalized Under 
Prompt Corrective 
Action Provisions 

Ratio Amount Ratio 

As ofDecember 31, 2008: 
Total capital—risk-based (to risk-weighted assets) 

Bank $ 38,939 
Consolidated $41,602 

Tier I capital—risk-based (to risk-weighted assets) 
Bank $ 34,487 
Consolidated $35,791 

Tier I capital—leverage (to average assets) 
Bank $ 34,487 
Consolidated $35,791 

As ofDecember 31, 2007: 
Total capital—risk-based (to risk-weighted assets) 

Bank $42,190 
Consolidated $45,295 

Tier I capital—risk-based (to risk-weighted assets) 
Bank $38,109 
Consolidated $40,587 

Tier I capital—leverage (to average assets) 
Bank $38,109 
Consolidated $40,587 

11.0% 
11.6% 

9.7% 
10.0% 

7.5% 
8.0% 

11.8% 
12.5% 

10.6% 
11.2% 

8.9% 
9.4% 

$28,416 
$28,605 

$14,208 
$19,070 

$18,479 
$19,070 

28,680 
29,083 

14,340 
17,539 

17,066 
17,539 

8% 
8% 

4% 
4% 

4% 
4% 

8% 
8% 

4% 
4% 

4% 
4% 

35,519 
35,756 

21,312 
N/A 

27,719 
N/A 

35,850 
36,367 

21,510 
N/A 

25,599 
N/A 

10% 
10% 

6% 
N/A 

6% 
N/A 

10% 
10% 

6% 
N/A 

6% 
N/A 
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