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UNITED COMMUNITY BANKS, INC.
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125 Highway 515 East, Blairsville, Georgia 30512
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Registrant’s telephone number, including area code:  (706) 781-2265

Securities registered pursuant to Section 12(b) of the Act:  None

Name of exchange on which registered:  Nasdaq Global Select

Securities registered pursuant to Section 12(g) of the Act:
Common Stock, $1.00 par value

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. 
Yes o  No x

Indicate by check mark if the registrant is not required to file reports pursuant to Sections 13 or 15(d) of the Act. 
Yes o  No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Sections 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.
Yes x  No o

Indicate by check mark whether registrant has submitted electronically and posted on its corporate website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).
Yes x  No o
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.
o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company.  See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.  (check one):

Large accelerated filer o Accelerated filer x
Non-accelerated filer o Smaller Reporting Company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). 
Yes o  No x

State the aggregate market value of the voting common equity held by non-affiliates computed by reference to the
price at which the common equity was last sold, or the average bid and asked price of such common equity, as of the
last business day of the registrant’s most recently completed second fiscal quarter: $354,624,336 (based on shares held
by non-affiliates at $3.95 per share, the closing stock price on the Nasdaq stock market on June 30, 2010).

As of February 28, 2011, 87,081,150 shares of common stock were issued and outstanding.  Also outstanding were
presently exercisable options to acquire 2,715,738 shares, presently exercisable warrants to acquire 8,806,716 shares
and 390,077 shares issuable under United Community Banks, Inc.’s deferred compensation plan.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s Proxy Statement for the 2011 Annual Meeting of Shareholders are incorporated herein into
Part III by reference.

Edgar Filing: UNITED COMMUNITY BANKS INC - Form 10-K

2



INDEX

PART I

Item 1. Business 3
Item 1A. Risk Factors 15
Item 1B. Unresolved Staff Comments 22
Item 2. Properties 22
Item 3. Legal Proceedings 22
Item 4. (Removed and Reserved) 22

PART II

Item 5.
Market for United’s Common Equity, Related Stockholder Matters and Issuer Purchases of
Equity Securities 22

Item 6. Selected Financial Data 25
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 27
Item 7A. Quantitative and Qualitative Disclosures About Market Risk 59
Item 8. Financial Statements and Supplementary Data 60
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 109
Item 9A. Controls and Procedures 109
Item 9B. Other Information 109

PART III

Item 10. Directors, Executive Officers and Corporate Governance 110
Item 11. Executive Compensation 110

Item 12.
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters 110

Item 13. Certain Relationships and Related Transactions, and Director Independence 110
Item 14. Principal Accounting Fees and Services 110

PART IV

Item 15. Exhibits, Financial Statement Schedules 111

SIGNATURES 116

2

Edgar Filing: UNITED COMMUNITY BANKS INC - Form 10-K

3



PART I

ITEM 1.                      BUSINESS.

United Community Banks, Inc. (“United”), a bank holding company registered under the Bank Holding Company Act of
1956, was incorporated under the laws of Georgia in 1987 and commenced operations in 1988 by acquiring 100% of
the outstanding shares of Union County Bank, Blairsville, Georgia, now known as United Community Bank,
Blairsville, Georgia (the “Bank”).

Since the early 1990’s, United has actively expanded its market coverage through organic growth complemented by
selective acquisitions, primarily of banks whose managements share United’s community banking and customer
service philosophies.  Although those acquisitions have directly contributed to United’s growth over the last ten years,
their contribution has primarily been to provide United access to new markets with attractive organic growth
potential.  Organic growth in assets includes growth through existing offices as well as growth at de novo locations
and post-acquisition growth at acquired banking offices.

To emphasize its commitment to community banking, United conducts substantially all of its operations through a
community-focused operating model of 27 separate “community banks”, which as of December 31, 2010, operated at
106 locations in north Georgia, the Atlanta, Georgia MSA, the Gainesville, Georgia MSA, coastal Georgia, western
North Carolina and east Tennessee.  The community banks offer a full range of retail and corporate banking services,
including checking, savings, and time deposit accounts, secured and unsecured loans, wire transfers, brokerage
services, and other financial services, and are led by local bank presidents (referred to herein as the “Community Bank
Presidents”) and management with significant experience in, and ties to, their communities.  Each of the Community
Bank Presidents has authority, alone or with other local officers, to make most credit decisions.

Recent Developments

On March 16, 2011, United announced its plans to sell $380 million of common stock in a private placement to a
group of investors (the “Private Placement”). United has entered into definitive agreements with the investors and
anticipates closing the Private Placement by March 31, 2011, subject to customary regulatory approvals and
satisfaction of remaining conditions to closing. Pursuant to the Private Placement, the investors have agreed to
purchase 17,338,497 shares of common stock and $347 million of mandatorily convertible preferred stock. If
shareholders approval is received, such preferred stock will be converted into common stock and non-voting common
stock. Following such shareholder approval, the purchasers in the Private Placement will own an aggregate of
120,429,003 shares of common stock and 79,570,997 shares of non-voting common stock.

Assuming the Private Placement is completed, United will be subject to certain ongoing obligations under the
investment agreements with the investors. The lead investor in the Private Placement, an affiliate of Corsair Capital,
LLC (“Corsair”) will be entitled to, among other things, the right to nominate one member to United’s board of directors
and certain preemptive rights in connection with certain equity issuances by United. The investors will also have the
benefit of certain registration rights under their respective agreements with us, and United has agreed to provide the
investors certain indemnities under the agreements. The summaries of the various agreements mentioned above are
qualified by reference to the full text of those agreements. For additional information on the Private Placement and the
agreements, see United’s Current Reports on Form 8-K, filed on March 16, 2011.

United Community Bank (“UCB” or the “Bank”), through its full-service retail mortgage lending division, United
Community Mortgage Services (“UCMS”), is approved as a seller/servicer for Federal National Mortgage Association
(“Fannie Mae”) and Federal Home Loan Mortgage Corporation (“Freddie Mac”) and provides fixed and adjustable-rate
home mortgages.  During 2010, the Bank originated $325 million of residential mortgage loans throughout its
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footprint in Georgia, North Carolina and Tennessee for the purchase of homes and to refinance existing mortgage
debt.  Substantially all of these mortgages were sold into the secondary market without recourse to the Bank other
than for breach of warranties.

Acquired in 2000, Brintech, Inc. (“Brintech”), a former subsidiary of the Bank, was a consulting firm for the financial
services industry.  Brintech provides consulting, advisory, and implementation services in the areas of strategic
planning, profitability improvement, technology, efficiency, security, risk management, network, Internet banking,
marketing, core processing, and telecommunications and regulatory compliance assistance.  United sold Brintech
effective March 31, 2010 and has excluded its results of operations from earnings from continuing operations in the
consolidated statement of operations.

The Bank owns an insurance agency, United Community Insurance Services, Inc. (“UCIS”), known as United
Community Advisory Services, which is a subsidiary of the Bank.  United also owns a captive insurance subsidiary,
United Community Risk Management Services, Inc. (“UCRMSI”) that provides risk management services for United
and its subsidiaries.

United provides retail brokerage services through an affiliation with a third party broker/dealer.
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The Bank purchased substantially all the assets and assumed substantially all the liabilities of Southern Community
Bank (“SCB”) from the Federal Deposit Insurance Corporation (“FDIC”), as Receiver of SCB.  The acquisition of SCB
added assets and liabilities of $378 million and $367 million, respectively and resulted in a gain of $11.4 million.  The
acquisition of SCB added four banking offices in the Atlanta, Georgia MSA. UCB and the FDIC entered loss sharing
agreements regarding future losses incurred on loans and foreclosed loan collateral existing at June 19, 2009.  Under
the terms of the loss sharing agreements, the FDIC will absorb 80 percent of the losses and share 80 percent of loss
recoveries on the first $109 million of losses and absorb 95 percent of losses and share in 95 percent of loss recoveries
exceeding $109 million.

Protection of Tax Benefits

As of February 22, 2011, United adopted a Tax Benefits Preservation Plan (the “Plan”) designed to protect our ability to
utilize substantial tax assets.  United’s tax attributes (the “Tax Benefits”) include net operating losses that it could utilize
in certain circumstances to offset taxable income and reduce its federal income tax liability.

United’s ability to use the Tax Benefits would be substantially limited if we were to experience an “ownership change”
as defined under Section 382 of the Internal Revenue Code of 1986, as amended, and related Internal Revenue Service
pronouncements (“Section 382”).  In general, an “ownership change” would occur if United’s “5-percent shareholders,” as
defined under Section 382, collectively increase their ownership in United by more than 50% over a rolling three-year
period.  The Plan is designed to reduce the likelihood that United will experience an ownership change by
discouraging any person or group from becoming a beneficial owner of 4.99% or more of United’s common stock then
outstanding (a “Threshold Holder”).  The lead investor and other investors in the Private Placement that are purchasing
4.99% or more of United’s common stock have been excluded from the Plan.  There is no guarantee, however, that the
Plan will prevent United from experiencing an ownership change under Section 382.

For additional information on the Plan, see United’s Current Reports on Form 8-K, filed on February 24, 2011.

Forward-Looking Statements

This Form 10-K contains forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as amended, or the
Exchange Act, about United and its subsidiaries. These forward-looking statements are intended to be covered by the
safe harbor for forward-looking statements provided by the Private Securities Litigation Reform Act of 1995.
Forward-looking statements are not statements of historical fact, and can be identified by the use of forward-looking
terminology such as “believes”, “expects”, “may”, “will”, “could”, “should”, “projects”, “plans”, “goal”, “targets”, “potential”, “estimates”, “pro
forma”, “seeks”, “intends”, or “anticipates” or the negative thereof or comparable terminology. Forward-looking statements
include discussions of strategy, financial projections, guidance and estimates (including their underlying assumptions),
statements regarding plans, objectives, expectations or consequences of various transactions, and statements about the
future performance, operations, products and services of United and its subsidiaries. We caution our shareholders and
other readers not to place undue reliance on such statements.

Our businesses and operations are and will be subject to a variety of risks, uncertainties and other factors.
Consequently, actual results and experience may materially differ from those contained in any forward-looking
statements. Such risks, uncertainties and other factors that could cause actual results and experience to differ from
those projected include, but are not limited to, the following factors:

● completion of the Private Placements;
● the condition of the banking system and financial markets;
● our ability to become profitable;
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●the results of our most recent internal credit stress test may not accurately predict the impact on our financial
condition if the economy was to continue to deteriorate;
● our ability to raise capital consistent with our capital plan;
● our ability to maintain liquidity or access other sources of funding;
● changes in the cost and availability of funding;
● the success of the local economies in which we operate;
●our concentrations of residential and commercial construction and development loans and commercial real estate
loans are subject to unique risks that could adversely affect our earnings;
● changes in prevailing interest rates may negatively affect our net income and the value of our assets;
● the accounting and reporting policies of United;
● if our allowance for loan losses is not sufficient to cover actual loan losses;
●we may be subject to losses due to fraudulent and negligent conduct of our loan customers, third party service
providers or employees;
● our ability to fully realize our deferred tax asset balances;
● competition from financial institutions and other financial service providers;
● the United States Department of Treasury may change the terms of our Series B Preferred Stock;
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● risks with respect to future expansion and acquisitions;
● conditions in the stock market, the public debt market and other capital markets deteriorate;
●the impact of the Dodd-Frank Act and related regulations and other changes in financial services laws and regulations;
● the failure of other financial institutions;
●a special assessment that may be imposed by the FDIC on all FDIC-insured institutions in the future, similar to the
assessment in 2009 that decreased our earnings;
●regulatory or judicial proceedings, board resolutions, informal memorandums of understanding or formal enforcement
actions imposed by regulators that occur, or any such proceedings or enforcement actions that is more severe than we
anticipate; and
●the impact of the Private Placement generally and specifically on the market price of our common stock, our earnings
per share, and the ownership interests of our shareholders.

Additional information with respect to factors that may cause actual results to differ materially from those
contemplated by such forward-looking statements may also be included in other reports that United files with the
Securities and Exchange Commission.  United cautions that the foregoing list of factors is not exclusive and not to
place undue reliance on forward-looking statements.  United does not intend to update any forward-looking statement,
whether written or oral, relating to the matters discussed in this Form 10-K.

Monetary Policy and Economic Conditions

United’s profitability depends to a substantial extent on the difference between interest revenue received from loans,
investments, and other earning assets, and the interest paid on deposits and other liabilities.  These rates are highly
sensitive to many factors that are beyond the control of United, including national and international economic
conditions and the monetary policies of various governmental and regulatory authorities, particularly the Federal
Reserve.  The instruments of monetary policy employed by the Federal Reserve include open market operations in
U.S. government securities, changes in the discount rate on bank borrowings and changes in reserve requirements
against bank deposits.

Competition

The market for banking and bank-related services is highly competitive.  United actively competes in its market areas,
which include north Georgia, the Atlanta, Georgia MSA, the Gainesville, Georgia MSA, coastal Georgia, western
North Carolina and east Tennessee, with other providers of deposit and credit services.  These competitors include
other commercial banks, savings banks, savings and loan associations, credit unions, mortgage companies, and
brokerage firms.

The table on the following page displays the respective percentage of total bank and thrift deposits for the last two
years in each county where the Bank has operations.  The table also indicates the Bank’s ranking by deposit size in
each county.  All information in the table was obtained from the Federal Deposit Insurance Corporation Summary of
Deposits as of June 30, 2010 and 2009.  The following information only shows market share in deposit gathering,
which may not be indicative of market presence in other areas.
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Share of Local Deposit Markets by County - Banks and Savings Institutions

2010 2009 2010 2009 2010 2009

Market
Rank
in Market

Rank
in Market

Rank
in Market

Rank
in Market

Rank
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Rank
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Share MarketShare Market Share MarketShare Market Share MarketShareMarket

Atlanta, Georgia MSA North Georgia Coastal Georgia
  Bartow 9 % 4 8 % 5   Chattooga 39 % 1 40 % 1   Chatham 1 %
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