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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2009
OR
0] TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934
For the transition period from to
Commission file number 0-14289
GreenBankshares, Inc.
GREEN BANKSHARES, INC.
(Exact name of registrant as specified in its charter)
Tennessee 62-1222567
(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)
100 North Main Street, Greeneville, Tennessee 37743-4992
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (423) 639-5111

N/A
(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 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 p NO o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). YES o NO 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 the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in
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Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting company o
(Do not check if you are a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act.) YES 0 NO p

As of May 8, 2009, the number of shares outstanding of the issuer’s common stock was: 13,175,817.
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PART I — FINANCIAL INFORMATION

ITEM 1. EINANCIAL STATEMENTS

The unaudited condensed consolidated financial statements of Green Bankshares, Inc. and its wholly owned subsidiaries are as

follows:

Condensed Consolidated Balance Sheets — March 31, 2009 and December 31, 2008.

Condensed Consolidated Statements of Income and Comprehensive Income — For the three months ended

March 31, 2009 and 2008.

Condensed Consolidated Statement of Changes in Shareholders’ Equity — For the three months ended

March 31, 2009.

Condensed Consolidated Statements of Cash Flows — For the three months ended March 31, 2009 and 2008.

Notes to Condensed Consolidated Financial Statements.

Exhibit 31.1
Exhibit 31.2
Exhibit 32.1
Exhibit 32.2
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GREEN BANKSHARES, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

March 31, 2009 and December 31, 2008

(Amounts in thousands, except share and per share data)

ASSETS

Cash and due from banks
Federal funds sold

Cash and cash equivalents
Securities available for sale
Securities held to maturity (with a market value of $595 and $601)
Loans held for sale
Loans, net of unearned interest
Allowance for loan losses
Other real estate owned and repossessed assets
Premises and equipment, net
FHLB and other stock, at cost
Cash surrender value of life insurance
Goodwill
Core deposit and other intangibles
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY
Liabilities

Non-interest bearing deposits
Interest bearing deposits
Brokered deposits

Total deposits

Repurchase agreements

FHLB advances and notes payable

Subordinated debentures

Accrued interest payable and other liabilities
Total liabilities

Shareholders’ equity

*

Preferred stock: no par, 1,000,000 shares authorized, 72,278 and 72,278 shares
outstanding

Common stock: $2 par, 20,000,000 shares authorized, 13,176,681 and 13,112,687
shares outstanding

Common stock warrants

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income (10ss)

Total shareholders’ equity

Total liabilities and shareholders’ equity

(Unaudited)

March 31, December 31,

2009 2008*
$ 71,804 $ 193,095
6,027 5,263
77,831 198,358
193,271 203,562
647 657
595 442
2,244,848 2,223,390
(49,054) (48,811)
12,651 45,371
84,639 83,359
13,030 13,030
29,844 29,539
143,389 143,389
11,281 12,085
32,867 40,300
$ 2,795,839 $ 2,944,671
$ 168,178 $ 176,685
1,707,625 1,649,744
162,717 357,718
2,038,520 2,184,147
31,018 35,302
229,252 229,349
88,662 88,662
23,913 25,980
$ 2,411,365 $ 2,563,440
$ 65,694 $ 65,346
26,353 26,225
6,934 6,934
187,783 187,742
97,485 95,647
225 (663)
384,474 381,231
$ 2,795,839 $ 2,944,671

Derived from the audited consolidated balance sheet, as filed in the Company’s Annual Report on Form 10-K for the fiscal

year ended December 31, 2008.

See notes to condensed consolidated financial statements.
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GREEN BANKSHARES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

Three Months Ended March 31, 2009 and 2008
(Amounts in thousands, except share and per share data)

Interest income

Interest and fees on loans
Taxable securities
Nontaxable securities

FHLB and other stock
Federal funds sold and other

Total interest income

Interest expense

Deposits

Federal funds purchased and repurchase agreements

FHLB advances and notes payable
Subordinated debentures

Total interest expense

Net interest income

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

Non-interest income

Service charges on deposit accounts
Other charges and fees

Trust and investment services income
Mortgage banking income

Other income

Total non-interest income

Non-interest expense

Employee compensation

Employee benefits

Occupancy expense

Equipment expense

Computer hardware/software expense
Professional services

Advertising

Loss on sale of OREO and repossessed assets
Core deposit and other intangibles amortization
Other expenses

Total non-interest expenses

Income before income taxes

Provision for income taxes

Net income

Preferred stock dividends and accretion of discount

Three Months Ended

March 31,
2009 2008

(Unaudited)
$ 32,645 $ 42,749
2,220 2,863
320 333
150 160
45 4
35,380 46,109
12,653 15,935
9 1,092
2,443 3,178
846 1,432
15,951 21,637
19,429 24,472
985 888
18,444 23,584
5,356 5,467
449 504
388 286
55 257
695 792
6,943 7,306
7,692 8,590
1,295 1,259
1,787 1,715
742 1,102
637 632
529 454
64 874
81 14
804 654
4,200 4,267
17,831 19,561
7,556 11,329
2,776 4,151
$ 4,780 $ 7,178
1,232 —
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Net income available to common shareholders

Per share of common stock:
Basic earnings

Diluted earnings
Dividends

Weighted average shares outstanding:
Basic

Diluted
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$ 3,548 $ 7,178
$ 0.27 $ 0.56
0.27 0.56

0.13 0.13
13,062,881 12,931,169
13,141,840 12,931,169

See notes to condensed consolidated financial statements.
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Balance, December 31, 2008

Preferred stock transactions:
Accretion of preferred stock discount
Preferred stock dividends
Common stock transactions:
Issuance of restricted common shares
Compensation expense:
Stock options
Restricted stock
Dividends paid ($.13 per share)
Comprehensive income:
Net income
Change in unrealized gains, net of
reclassification and taxes

Total comprehensive income

Balance, March 31, 2009

http://www.sec.gov/Archives/edgar/data/764402/000136231009006895/...

GREEN BANKSHARES, INC.

For the Three Months Ended March 31, 2009
(Amounts in thousands, except share and per share data)

Warrants Accumulated
For Additional Other Total
Preferred Common Stock Common Paid-in  Retained Comprehensive Shareholders’
Stock Shares Amount Stock Capital Eamings  Income(Loss) Equity
$ 65346 13,112,687 $ 26,225 $ 6,934 $ 187,742 $ 95647 $ (663) $ 381,231
348 — — — — (348) — —
— — — — — (884) — (884)
— 63,994 128 — (128) — — —
— — — — 96 — — 96
— — — — 73 — — 73
— — — — — (1,710) — (1,710)
— — — — — 4,780 — 4,780
— — — — — — 888 888
5,668
$ 65694 13,176,681 $ 26,353 $ 6,934 $ 187,783 $ 97485 $ 225 § 384,474

See notes to condensed consolidated financial statements.
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GREEN BANKSHARES, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Three Months Ended March 31, 2009 and 2008
(Amounts in thousands, except share and per share data)

Cash flows from operating activities
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Provision for loan losses
Depreciation and amortization
Security amortization and accretion, net
FHLB stock dividends
Net gain on sale of mortgage loans
Originations of mortgage loans held for sale
Proceeds from sales of mortgage loans
Increase in cash surrender value of life insurance
Net losses (gains) from sales of fixed assets
Stock-based compensation expense
Net loss on other real estate and repossessed assets
Deferred tax expense
Net changes:
Other assets
Accrued interest payable and other liabilities

Net cash provided by operating activities

Cash flows from investing activities
Purchase of securities available for sale
Proceeds from maturities of securities available for sale
Proceeds from maturities of securities held to maturity
Purchase of FHLB stock
Net change in loans
Proceeds from sale of other real estate
Improvements to other real estate
Proceeds from sale of fixed assets
Premises and equipment expenditures

Net cash provided by investing activities

Cash flows from financing activities
Net change in core deposits
Net change in brokered deposits
Net change in repurchase agreements
Proceeds from FHLB advances and notes payable
Repayments of FHLB advances and notes payable
Preferred stock dividends paid
Common stock dividends paid
Proceeds from issuance of common stock

Net cash used by financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosures — cash and noncash
Interest paid

http://www.sec.gov/Archives/edgar/data/764402/000136231009006895/...

March 31, March 31,
2009 2008
(Unaudited)
4,780 $ 7,178
985 888
1,893 1,742
16 (304)
— (148)
(36) (178)
(6,076) (15,351)
5,959 15,510
(305) (263)
3) 383
169 185
81 14
(288) (1,085)
7,147 6,838
(2,430) (7,326)
11,892 8,083
(29,813) (18,853)
41,550 26,515
10 185
— (417)
(1,686) 13,963
12,126 1,037
— (82)
3 50
(2,370) (1,510)
19,820 20,888
49,374 84,659
(195,001) (12,070)
(4,284) (61,729)
— 20,000
(96) (66,348)
(522) —
(1,710) (1,690)
— 7
(152,239) (37,171)
(120,527) (8,200)
198,358 65,717
77,831 $ 57,517
18,313 $ 22,314
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Income taxes paid — 683
Loans converted to other real estate 16,158 5,483
Unrealized gain on available for sale securities, net of tax 888 2,008

See notes to condensed consolidated financial statements.
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 1 — PRINCIPLES OF CONSOLIDATION

The accompanying unaudited condensed consolidated financial statements of Green Bankshares, Inc. (the “Company”) and its
wholly owned subsidiary, GreenBank (the “Bank”), have been prepared in accordance with accounting principles generally
accepted in the United States of America for interim information and in accordance with the instructions to Form 10-Q and
Article 10 of Regulation S-X as promulgated by the Securities and Exchange Commission (“SEC”). Accordingly, they do not
include all the information and footnotes required by accounting principles generally accepted in the United States of America for
complete financial statements. In the opinion of management, all adjustments (consisting of normal recurring accruals) considered
necessary for a fair presentation have been included. Operating results for the three month period ended March 31, 2009 are not
necessarily indicative of the results that may be expected for the year ending December 31, 2009. For further information, refer to
the consolidated financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2008. Certain amounts from prior period financial statements have been reclassified to conform to the current year’s
presentation.

NOTE 2 — LOANS

Loans at March 31, 2009 and December 31, 2008 were as follows:

March 31, December 31,
2009 2008
Commercial real estate $ 1,460,343 $ 1,430,425
Residential real estate 396,000 397,922
Commercial 311,696 315,099
Consumer 87,720 89,733
Other 3,598 4,656
Unearned income (14,509) (14,245)
Loans, net of unearned income $ 2,244,848 $ 2,223,390
Allowance for loan losses $  (49,054) $ (48,811)

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 2 — LOANS (Continued)

Transactions in the allowance for loan losses and certain information about nonaccrual loans and loans 90 days past due but still
accruing interest for the three months ended March 31, 2009 and twelve months ended December 31, 2008 were as follows:

March 31, December 31,
2009 2008
Balance at beginning of year $ 48,811 $ 34,111
Add (deduct):
Provision for loan losses 985 52,810
Loans charged off (3,736) (41,269)
Recoveries of loans charged off 2,994 3,159
Ending balance $ 49,054 $ 48,811
March 31, December 31,
2009 2008
Impaired loans were as follows:
Loans with no allowance allocated $ 98,090 $ 29,602
Loans with allowance allocated 63,528 17,613
Amount of allowance allocated 9,754 2,651
Nonperforming loans were as follows:
Loans past due 90 days still on accrual $ 4,058 $ 509
Nonaccrual loansl 104,563 30,926
Total $ 108,621 $ 31,435

1 $36,368 of the increase in nonaccrual loans relates to loans, that on December 31, 2008, were classified as OREO and were
in the process of foreclosure. The creditors subsequently filed bankruptcy. The Company has returned these loans back into
nonaccrual loans pending the outcome of the legal proceedings.

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 3 — EARNINGS PER SHARE OF COMMON STOCK

Basic earnings per share (“EPS”) of common stock is computed by dividing net income available to common shareholders by the
weighted average number of common shares outstanding during the period. Diluted earnings per share of common stock is
computed by dividing net income available to common shareholders by the weighted average number of common shares and
potential common shares outstanding during the period. Stock options, warrants and restricted common shares are regarded as
potential common shares. Potential common shares are computed using the treasury stock method. For the three months ended
March 31, 2009, 1,059,947 options and warrants are excluded from the effect of dilutive securities because they are anti-dilutive;
371,763 options are similarly excluded from the effect of dilutive securities for the three months ended March 31, 2008.

The following is a reconciliation of the numerators and denominators used in the basic and diluted earnings per share computations
for the three months ended March 31, 2009 and 2008:

Three Months Ended March 31,

2009 2008
Basic Earnings Per Share
Net income $ 4,780 $ 7,178
Less: preferred stock dividends and accretion of discount on warrants 1,232 —
Net income available to common shareholders $ 3,548 7,178
Weighted average common shares outstanding 13,062,881 12,931,169
Basic earnings per share $ 0.27 0.56
Diluted Earnings Per Share
Net income $ 4,780 7,178
Less: preferred stock dividends and accretion of discount on warrants 1,232 —
Net income available to common shareholders $ 3,548 7,178
Weighted average common shares outstanding 13,062,881 12,931,169
Add: Dilutive effects of assumed conversions of restricted stock and exercises of
stock options and warrants 78,959 —
Weighted average common and dilutive potential common shares outstanding 13,141,840 12,931,169
Diluted earnings per share $ 0.27 0.56

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 4 — SEGMENT INFORMATION

The Company’s operating segments include banking, mortgage banking, consumer finance, automobile lending and title insurance.
The reportable segments are determined by the products and services offered, and internal reporting. Loans, investments and
deposits provide the revenues in the banking operation; loans and fees provide the revenues in consumer finance and mortgage
banking and insurance commissions provide revenues for the title insurance company. Consumer finance, automobile lending and
title insurance do not meet the quantitative threshold on an individual basis, and are therefore shown below in “Other Segments”.
Mortgage banking operations are included in “Bank”. All operations are domestic.

Segment performance is evaluated using net interest income and non-interest income. Income taxes are allocated based on income
before income taxes, and indirect expenses (includes management fees) are allocated based on time spent for each segment.

Transactions among segments are made at fair value. Information reported internally for performance assessment follows.

Other Holding
Three months ended March 31, 2009 Bank Segments Company Eliminations Totals
Net interest income (expense) $ 18,210 $ 2,066 $ ‘47 % — $ 19429
Provision for loan losses 341 644 — — 985
Non-interest income 6,597 449 125 (228) 6,943
Non-interest expense 16,242 1,239 578 (228) 17,831
Income tax expense (benefit) 3,016 247 (487) — 2,776
Segment profit (loss) $ 5,208 $ 385 $ (813) % — $ 4,780
Segment assets at March 31, 2009 $ 2,746,937 $ 40,637 $ 8,265 $ — $ 2,795,839
Other Holding
Three months ended March 31, 2008 Bank Segments Company Eliminations Totals
Net interest income (expense) $ 24,070 $ 1,834 $ (1432) % — $ 24,472
Provision for loan losses 414 474 — — 888
Non-interest income 6,874 498 147 (213) 7,306
Non-interest expense 18,006 1,293 475 (213) 19,561
Income tax expense (benefit) 4,631 221 (701) — 4,151
Segment profit (loss) $ 7,893 $ 344 $ (1,059) % — 3 7,178
Segment assets at March 31, 2008 $ 2,860,701 $ 39,165 $ 12,749 $ — $ 2,912,615

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

March 31, 2009
Unaudited

(Amounts in thousands, except share and per share data)

NOTE 4 — SEGMENT INFORMATION (Continued)

Asset Quality Ratios

As of and for the period ended March 31, 2009 Bank Other Total
Nonperforming loans as percentage of total loans, net of unearned income 4.83% 2.05% 4.84%
Nonperforming assets as a percentage of total assets 4.31% 1.98% 4.34%
Allowance for loan losses as a percentage of total loans, net of unearned

income 2.05% 8.09% 2.19%
Allowance for loan losses as a percentage of nonperforming loans 42.41% 393.66% 45.16%
YTD net charge-offs to average total loans, net of unearned income 0.01% 1.29% 0.03%
As of and for the period ended March 31, 2008 Bank Other Total
Nonperforming loans as percentage of total loans, net of unearned income 1.27% 1.37% 1.29%
Nonperforming assets as a percentage of total assets 1.32% 1.83% 1.35%
Allowance for loan losses as a percentage of total loans, net of unearned

income 1.32% 8.00% 1.45%
Allowance for loan losses as a percentage of nonperforming loans 104.16% 582.16% 112.71%
YTD net charge-offs to average total loans, net of unearned income 0.03% 1.01% 0.05%
As of and for the year ended December 31, 2008 Bank Other Total
Nonperforming loans as percentage of total loans, net of unearned income 1.38% 2.48% 1.41%
Nonperforming assets as a percentage of total assets 2.58% 2.57% 2.61%
Allowance for loan losses as a percentage of total loans, net of unearned

income 2.06% 8.27% 2.20%
Allowance for loan losses as a percentage of nonperforming loans 149.59% 333.81% 155.28%
Net charge-offs to average total loans, net of unearned income 1.53% 6.42% 1.63%
Net charge-offs Bank Other Total
Actual for the three month period ending March 31, 2009 $ 214 $ 528 $ 742
Actual for the three month period ending March 31, 2008 $ 682 $ 390 $ 1,072
Actual for the year ended December 31, 2008 $ 35564 $ 2,546 $ 38,110

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 5 — FAIR VALUE DISCLOSURES

Statement of Financial Accounting Standards (“SFAS”) No. 157 defines fair value as the exchange price that would be received for
an asset or paid to transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. SFAS No. 157 also establishes a fair value hierarchy
which requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when measuring fair
value. The standard describes three levels of inputs that may be used to measure fair value:

Level 1

Quoted prices in active markets for identical assets or liabilities. Level 1 assets and liabilities include debt and equity securities
and derivative contracts that are traded in an active exchange market, as well as certain U.S. Treasury, other U.S. Government and
agency mortgage-backed debt securities that are highly liquid and are actively traded in over-the-counter markets.

Level 2

Observable inputs other than Level 1 prices, such as quoted prices for similar assets or liabilities; quoted prices in markets that are
not active; or other inputs that are observable or can be corroborated by observable market data for substantially the full term of
the assets or liabilities. Level 2 assets and liabilities include debt securities with quoted prices that are traded less frequently than
exchange-traded instruments and derivative contracts whose value is determined using a pricing model with inputs that are
observable in the market or can be derived principally from or corroborated by observable market data. This category generally
includes certain U.S. Government and agency mortgage-backed debt securities, corporate debt securities, derivative contracts and
residential mortgage loans held-for-sale.

Level 3

Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of the assets or
liabilities. Level 3 assets and liabilities include financial instruments whose value is determined using pricing models, discounted
cash flow methodologies, or similar techniques, as well as instruments for which the determination of fair value requires
significant management judgment or estimation. This category generally includes certain private equity investments, retained
residual interests in securitizations, residential mortgage servicing rights, and highly structured or long-term derivative contracts.

Following is a description of valuation methodologies used for assets and liabilities recorded at fair value.

Investment Securities Available-for-Sale

Investment securities available-for-sale are recorded at fair value on a recurring basis. Fair value measurement is based upon
quoted prices of like or similar securities, if available and these securities are classified as Level 1 or Level 2. If quoted prices
are not available, fair values are measured using independent pricing models or other model-based valuation techniques such as the
present value of future cash flows, adjusted for the security’s credit rating, prepayment assumptions and other factors such as credit
loss assumptions and are classified as Level 3.

Loans Held for Sale

Loans held for sale are carried at the lower of cost or market value. The fair value of loans held for sale is based on what
secondary markets are currently offering for portfolios with similar characteristics. As such, the Company classifies loans held for
sale subjected to nonrecurring fair value adjustments as Level 2.

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 5 — FAIR VALUE DISCLOSURES (Continued)

Impaired Loans

The Company does not record loans at fair value on a recurring basis. However, from time to time, a loan is considered impaired
and an allowance for loan losses is established. Loans for which it is probable that payment of interest and principal will not be
made in accordance with the contractual terms of the loan agreement are considered impaired. Once a loan is identified as
individually impaired, management measures impairment in accordance with SFAS No. 114, “Accounting by Creditors for
Impairment of a Loan™ (“SFAS 114”). The fair value of impaired loans is estimated using one of several methods, including
collateral value, market value of similar debt, enterprise value, liquidation value and discounted cash flows. Those impaired loans
not requiring an allowance represent loans for which the fair value of the expected repayments or collateral exceed the recorded
investments in such loans. At March 31, 2009, substantially all of the total impaired loans were evaluated based on either the fair
value of the collateral or its liquidation value. In accordance with SFAS No. 157, impaired loans where an allowance is
established based on the fair value of collateral require classification in the fair value hierarchy. When the fair value of the
collateral is based on an observable market price or a current appraised value, the Company records the impaired loan as
nonrecurring Level 2. When an appraised value is not available or management determines the fair value of the collateral is further
impaired below the appraised value and there is no observable market price, the Company records the impaired loan as
nonrecurring Level 3.

Other Real Estate

Other real estate, consisting of properties obtained through foreclosure or in satisfaction of loans, is reported at the lower of cost
or fair value, determined on the basis of current appraisals, comparable sales, and other estimates of value obtained principally
from independent sources, adjusted for estimated selling costs. At the time of foreclosure, any excess of the loan balance over the
fair value of the real estate held as collateral is treated as a charge against the allowance for loan losses. Gains or losses on sale
and any subsequent adjustments to the value are recorded as a component of foreclosed real estate expense.

Loan Servicing Rights

Loan servicing rights are subject to impairment testing. A valuation model, which utilizes a discounted cash flow analysis using
interest rates and prepayment speed assumptions currently quoted for comparable instruments and a discount rate determined by
management, is used in the completion of impairment testing. If the valuation model reflects a value less than the carrying value,
loan servicing rights are adjusted to fair value through a valuation allowance as determined by the model. As such, the Company
classifies loan servicing rights subjected to nonrecurring fair value adjustments as Level 3.

Assets and Liabilities Recorded at Fair Value on a Recurring Basis

Below is a table that presents information about certain assets and liabilities measured at fair value:

March 31, 2009
Total Carrying

Amount in
Statement of Assets/Liabilities
Fair Value Measurement Using Financial Measured at Fair
Description Level 1 Level 2 Level 3 Position Value
Securities available for sale $ — $ 193271 % — 3 193,271 3% 193,271

(Continued)
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GREEN BANKSHARES, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2009
Unaudited
(Amounts in thousands, except share and per share data)

NOTE 5 — FAIR VALUE DISCLOSURES (Continued)

Assets and Liabilities Recorded at Fair Value on a Nonrecurring Basis

The Company may be required, from time to time, to measure certain assets at fair value on a nonrecurring basis in accordance
with GAAP. These include assets that are measured at the lower of cost or market that were recognized at fair value below cost at
the end of the period. Assets measured at fair value on a nonrecurring basis are included in the table below.

March 31, 2009
Total Carrying

Amount in
Statement of Assets/Liabilities
Fair Value Measurement Using Financial Measured at Fair
Description Level 1 Level 2 Level 3 Position Value
Other real estate $ — 3 — 3 9815 $ 9815 $ 9,815
Impaired loans — — 53,774 53,774 53,774
Total assets at fair value $ — 3 — $ 6358 $ 63,589 $ 63,589

(Continued)
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ITEM2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion and analysis provides information that management believes is relevant to an assessment and
understanding of the Company’s consolidated results of operations and financial condition. This discussion should be read in
conjunction with the (i) condensed consolidated financial statements and notes thereto in this Form 10-Q and (ii) the financial
statements and the notes thereto included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2008
(the 2008 10-K™). Except for specific historical information, many of the matters discussed in this Form 10-Q may express or
imply projections of revenues or expenditures, plans and objectives for future operations, growth or initiatives, expected future
economic performance, or the expected outcome or impact of pending or threatened litigation. These and similar statements
regarding events or results which the Company expects will or may occur in the future, are forward-looking statements that involve
risks, uncertainties and other factors which may cause actual results and performance of the Company to differ materially from
those expressed or implied by those statements. All forward-looking information is provided pursuant to the safe harbor
established under the Private Securities Litigation Reform Act of 1995 and should be evaluated in the context of these risks,
uncertainties and other factors. Forward-looking statements, which are based on assumptions and estimates and describe our
future plans, strategies and expectations, are generally identifiable by the use of forward-looking terminology and words
such as “trends,” "assumptions,” “target,” “guidance,” “outlook,” “opportunity,” “future,” “plans,” “goals,” “objectives,”
“expectations,” “near-term,” “long-term,” “projection,” “may,” “will,” “would,” “could,” “expect,” “intend,” *“estimate,”
“anticipate,” “believe,” “potential,” “regular,” or “continue” (or the negative or other derivatives of each of these terms)

or similar terminology and expressions.

Although the Company believes that the assumptions underlying any forward-looking statements are reasonable, any
of the assumptions could be inaccurate, and therefore, actual results may differ materially from those projected in or
implied by the forward-looking statements. Factors and risks that may result in actual results differing from this forward-
looking information include, but are not limited to, those contained in the 2008 10-K in Part I, Item 1A thereof, which is
incorporated herein by this reference and (1) unanticipated deterioration in the financial condition of borrowers resulting in
significant increases in loan losses and provisions for those losses; (2) continued deterioration in the residential real estate
market; (3) lack of sustained growth in the economy in the markets that the Bank serves; (4) increased competition with
other financial institutions in the markets that the Bank serves; (5) changes in the legislative and regulatory environment;
(6) the Company’s failure to successfully implement its growth strategy; and (7) the loss of key personnel, as well as other
factors discussed throughout this document, including, without limitation the factors described under “Critical Accounting
Policies and Estimates” on page 16 of this Quarterly Report on Form 10-Q, or from time to time, in the Company’s filings
with the SEC, press releases and other communications.

Readers are cautioned not to place undue reliance on forward-looking statements made in this document, since the
statements speak only as of the document’s date. All forward-looking statements included in this Quarterly Report on Form
10-Q are expressly qualified in their entirety by the cautionary statements in this section and to the more detailed risk
factors included in the Company’s 2008 10-K. The Company has no obligation and does not intend to publicly update or
revise any forward-looking statements contained in or incorporated by reference into this Quarterly Report on Form 10-Q,
to reflect events or circumstances occurring after the date of this document or to reflect the occurrence of unanticipated
events. Readers are advised, however, to consult any further disclosures the Company may make on related subjects in its
documents filed with or furnished to the SEC or in its other public disclosures.

Green Bankshares, Inc. (the “Company”) is the bank holding company for GreenBank (the “Bank™), a Tennessee-chartered
commercial bank that conducts the principal business of the Company. The Company is the third largest bank holding company
headquartered in Tennessee based on asset size at March 31, 2009 and at that date was also the second largest NASDAQ Listed
bank holding company headquartered in Tennessee. The Bank currently maintains a main office in Greeneville, Tennessee and 64
full-service bank branches primarily in East and Middle Tennessee. In addition to its commercial banking operations, the Bank
conducts separate businesses through its three wholly-owned subsidiaries: Superior Financial Services, Inc. (“Superior
Financial”), a consumer finance company; GCB Acceptance Corporation (“GCB Acceptance”), an automobile lending company;
and Fairway Title Co., a title company formed in 1998. The Bank also operates a wealth management office in Sumner County,
Tennessee, and a mortgage banking operation in Knox County, Tennessee. All dollar amounts reported or discussed in Part I,
Item 2 of this Quarterly Report on Form 10-Q are shown in thousands, except share and per share amounts.
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On December 23, 2008, we entered into a Securities Purchase Agreement — Standard Terms with the U.S. Department of
Treasury ( the “Treasury”), pursuant to which we agreed to issue and sell, and the Treasury agreed to purchase, (i) 72,278 shares
of our Fixed Rate Cumulative Perpetual Preferred Stock, Series A, having a liquidation preference of $1,000 per share, and (ii) a
ten year warrant to purchase up to 635,504 shares of our common stock, $2.00 par value, at an initial exercise price of $17.06 per
share. The warrant was immediately exercisable upon its issuance and will expire on December 23, 2018.

Growth and Business Strategy

The Company expects that over the short term, given the current economic environment, there will be little to no growth until
this recessionary environment stabilizes and the economy begins to improve.

The Company’s long-term strategic plan outlines geographic expansion within a 300-mile radius of its headquarters in Greene
County, Tennessee. This could result in the Company expanding westward and eastward up to and including Nashville, Tennessee
and Roanoke, Virginia, respectively, east/southeast up to and including the Piedmont area of North Carolina and western North
Carolina, southward to northern Georgia and northward into eastern and central Kentucky. In particular, the Company believes the
markets in and around Knoxville, Nashville and Chattanooga, Tennessee are highly desirable areas with respect to expansion and
growth plans.

The Bank had historically operated under a single bank charter while conducting business under 18 bank brands with a
distinct community-based brand in almost every market. On March 31, 2007 the Bank announced that it had changed all brand
names to GreenBank throughout all the communities it serves to better enhance recognition and customer convenience. The Bank
continues to offer local decision making through the presence of its regional executives in each of its markets, while maintaining a
cost effective organizational structure in its back office and support areas.

The Bank focuses its lending efforts predominately on individuals and small to medium-sized businesses while it generates
deposits primarily from individuals in its local communities. To aid in deposit generation efforts, the Bank offers its customers
extended hours of operation during the week as well as Saturday and Sunday banking. The Bank also offers free online banking
along with its High Performance Checking Program which since its inception has generated a significant number of core transaction
accounts.

In addition to the Company’s business model, which is summarized in the paragraphs above and the Company’s Annual
Report on Form 10-K, the Company is continuously investigating and analyzing other lines and areas of business. Conversely, the
Company frequently evaluates and analyzes the profitability, risk factors and viability of its various business lines and segments
and, depending upon the results of these evaluations and analyses, may conclude to exit certain segments and/or business lines.
Further, in conjunction with these ongoing evaluations and analyses, the Company may decide to sell, merge or close certain branch
facilities.

Overview

The Company’s results of operations for the first quarter ended March 31, 2009, before dividend and related costs associated
with the issuance of Preferred Stock to the U.S. Treasury, declined 33% compared to the same period in 2008, reflecting the
deepening recessionary environment and its impact on the Company’s real estate construction and development segment of its loan
portfolio. Net income available to common shareholders, after preferred stock dividends and related costs, decreased by 50% from
the first quarter of 2008. The principal reason for the decline in net income was the reduction in net interest income reflecting the
significantly lower interest rate environment in the first quarter of 2009 coupled with the net interest income impact of carrying
approximately $121.3 million of non-performing assets in the current quarter compared with $39.4 million during the same period
a year ago. Non-interest income declined almost 5% from the same period a year ago primarily as a result of the decrease in
revenues associated with the Company’s mortgage banking income, given the current economic environment. Non-interest expenses
dropped by almost 9% in the first quarter of 2009 versus the same period a year ago driven principally by a reduction in
compensation costs accompanied with the impact of more stringent expense controls implemented during the current economic
environment.
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Net charge-offs for the quarter totaled $742 or three basis points of average total loans compared with five basis points
during the first quarter of 2008 and 82 basis points for the fourth quarter of 2008. Non-performing assets were $121,272 at
March 31, 2009 compared with $76,806 at year end 2008 as the Company continued to experience weaknesses in its residential
real estate acquisition and development segment of its loan portfolio principally in the Nashville and Knoxville markets. The
Company’s provision for loan losses decreased for the three months ended March 31, 2009 by $32,000 compared to the fourth
quarter of 2008 and increased by $97 from the first quarter of 2008.

At March 31, 2009, the Company had total consolidated assets of $2,795,839, total consolidated deposits of $2,038,520, total
consolidated loans, net of unearned income, of $2,244,848 and total consolidated shareholders’ equity of $384,474. The
Company’s annualized return on average common shareholders’ equity for the three months ended March 31, 2009 was 4.60% and
its annualized return on average total assets was 0.51%. The Company expects that its total assets and total consolidated loans, net
of unearned interest will decline slightly over the remainder of 2009.

Critical Accounting Policies and Estimates

The Company’s consolidated financial statements and accompanying notes have been prepared in accordance with accounting
principles generally accepted in the United States of America. The preparation of these financial statements requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reported periods.

Management continually evaluates the Company’s accounting policies and estimates it uses to prepare the consolidated
financial statements. In general, management’s estimates are based on historical experience, information from regulators and third
party professionals and various assumptions that are believed to be reasonable under the existing facts and circumstances. Actual
results could differ from those estimates made by management.

The Company believes its critical accounting policies and estimates include the valuation of the allowance for loan losses and
the fair value of financial instruments and other accounts. Based on management’s calculation, an allowance of $49,054, or 2.19%
of total loans, net of unearned income, was an adequate estimate of losses inherent in the loan portfolio as of March 31, 2009. This
estimate resulted in a provision for loan losses in the income statement of $985 for the three months ended March 31, 2009. If the
economic conditions, loan mix and amount of future charge-off percentages differ significantly from those assumptions used by
management in making its determination, the allowance for loan losses and provision for loan losses on the income statement could
be materially affected.

The consolidated financial statements include certain accounting disclosures that require management to make estimates about
fair values. Independent third party valuations are used for securities available for sale and securities held to maturity as well as
acquisition purchase accounting adjustments. Estimates of fair value are used in the accounting for loans held for sale, goodwill
and other intangible assets. Estimates of fair values are used in disclosures regarding stock compensation, commitments, and the
fair values of financial instruments. Fair values are estimated using relevant market information and other assumptions such as
interest rates, credit risk, prepayments and other factors. The fair values of financial instruments are subject to change as influenced
by market conditions.

Goodwill and intangible assets that have indefinite useful lives are generally evaluated for impairment annually, in December
of each year. Goodwill and intangible assets may be more regularly monitored for impairment as part of the Company’s review of
its assets if events and circumstances occur between annual tests that would suggest that the fair value of a reporting unit might have
declined below its carrying value.

An impairment loss is recognized to the extent that the carrying amount exceeds the asset’s fair value. The goodwill
impairment analysis is a two-step test. The first step involves comparing each reporting unit’s estimated fair value to its carrying
value, including goodwill, for determining potential impairment. If the estimated fair value of a reporting unit exceeds its carrying
value, goodwill is considered not to be impaired. If the carrying value exceeds estimated fair value, there is an indication of
potential impairment and the second step is performed to measure the amount of impairment. If required, the second step involves
calculating an implied fair value for which the first step indicated impairment. This is determined in a manner similar to the amount
of goodwill calculated in a business combination by measuring the excess of the estimated fair value of the reporting unit over the
aggregate estimated fair values of the individual assets, liabilities and identifiable intangibles as if the reporting unit was being
acquired in a business combination. If the implied fair value of goodwill exceeds the carrying value of goodwill assigned to the
reporting unit, there is no impairment. If the carrying value of goodwill assigned to a reporting unit exceeds the implied fair value
of the goodwill, an impairment charge is recorded for the excess. An impairment loss cannot exceed the carrying value of goodwill
assigned to a reporting unit, and the loss establishes a new basis in the goodwill.
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Changes in Results of Operations

Net Income. Net income available to common shareholders for the three months ended March 31, 2009 was $3,548, as
compared to $7,178 for the same period in 2008. This decrease of $3,630, or 50%, resulted primarily from a $5,043, or 21%,
decrease in net interest income reflecting reduced earning assets and a reduced net interest margin. During this period the net
interest margin declined by 63 basis points to 3.23% at March 31, 2009 from 3.86% at March 31, 2008 reflecting the downward
movement in market interest rates resulting from initiatives undertaken by the Federal Open Market Committee (“FOMC”) to
reduce market interest rates by 400 basis points during 2008. The increase in non-performing assets also negatively impacted the
Company’s net interest margin. Core non-interest income declined 5% from the first quarter of 2008 and totaled $6,943 as of
March 31, 2009. The principal drivers of this decrease were a reduction in mortgage banking income resulting from a lower level
of activity given the current environment and, to a lesser extent, a reduction in deposit service charge revenues. The Company
continues to experience success with its High Performance Checking product. During the first quarter of 2009, the Company opened
4,292 net new checking accounts compared with 5,235 opened during the same period a year ago. The Company attributes the
decline in net new checking accounts opened this quarter compared with the prior year’s quarter to the overall decline in the
economic environment. Partially offsetting the decreases in net interest income and non-interest income was a $1,730, or 9%,
decrease in total non-interest expense from $19,561 for the three months ended March 31, 2008 to $17,831 for the same period of
2009. A reduction in employee compensation costs combined with more stringent expense management initiatives, given the current
economic environment, were the principal reasons for the decline.

Net Interest Income. The largest source of earnings for the Company is net interest income, which is the difference between
interest income on earning assets and interest expense on deposits and other interest-bearing liabilities. The primary factors which
affect net interest income are changes in volume and rates on interest-earning assets and interest-bearing liabilities, which are
affected in part by management’s responses to changes in interest rates through asset/liability management. During the three months
ended March 31, 2009, net interest income was $19,429, as compared to $24,472 for the same period in 2008, representing a
decrease of 21%. This decrease of $5,043 in net interest income resulted primarily from the contraction of the net interest margin
plus the income impact of carrying a higher level of non-performing assets.

The Company’s average balance for interest-earning assets decreased 4% from $2,570,683 for the three months ended
March 31, 2008 to $2,462,759 for the three months ended March 31, 2009. The primary reason for the decline in interest-earning
assets was the movement of loans to non-performing assets as the recession continued to escalate.

The Company’s average balance for interest-bearing liabilities decreased 5% from $2,387,221 for the three months ended

March 31, 2008 to $2,271,005 for the three months ended March 31, 2009 as the Company reduced its reliance on short-term
borrowings and brokered deposits while focusing on building core deposit levels throughout its branch network.
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The Company’s yield on loans (the largest component of interest-earning assets) decreased by 131 basis points from the first
quarter of 2008 to the first quarter of 2009. Approximately one-half of the Company’s loan portfolio is set at variable rates and
was impacted by the result of the FOMC’s action to lower market interest rates by 400 basis points during this period of time as
detailed below.

Beginning Increase/ Ending

FOMC Meeting Date Rate Decrease Rate

January 22, 2008 4.25% (0.75%) 3.50%
January 30, 2008 3.50% (0.50%) 3.00%
March 18, 2008 3.00% (0.75%) 2.25%
April 30, 2008 2.25% (0.25%) 2.00%
June 25, 2008 2.00% 0.00% 2.00%
August 6, 2008 2.00% 0.00% 2.00%
September 16, 2008 2.00% 0.00% 2.00%
September 29, 2008 2.00% 0.00% 2.00%
October 7, 2008 2.00% (0.50%) 1.50%
October 29, 2008 1.50% (0.50%) 1.00%
December 16, 2008 1.00% (0.75%) — (1.00%) 0.00% — 0.25%
January 28, 2009 0.00% — 0.25% 0.00% 0.00% — 0.25%
March 17, 2009 0.00% - 0.25% 0.00% 0.00% - 0.25%

The Company’s cost of interest-bearing liabilities decreased by 80 basis points from the first quarter ended March 31, 2008
to the first quarter ended March 31, 2009. The velocity of change on fixed maturity interest-bearing liabilities is slower than the
immediate change on variable rate assets. The re-pricing characteristics of this portion of interest-bearing liabilities which
comprise 71% of total interest-bearing liabilities will lag behind market interest rate changes especially in a rapidly changing
interest rate environment.

18

25 of 37 5/12/2009 2:34 PM



Form 10-Q http://www.sec.gov/Archives/edgar/data/764402/000136231009006895/...

Table of Contents

The following table sets forth certain information relating to the Company’s consolidated average interest-earning assets and
interest-bearing liabilities and reflects the average yield on assets and average cost of liabilities for the periods indicated. These
yields and costs are derived by dividing income or expense by the average daily balance of assets or liabilities, respectively, for
the periods presented.

Three Months Ended

March 31,
2009 2008
Average Average Average Average
Balance Interest Rate Balance Interest Rate
Interest-earning assets:
Loans(1) (2) $2,175,543 $ 32,655 6.09%  $2,324,362 $ 42,766 7.40%
Investment securities (2) 216,757 2,862 5.35% 245,863 3,536 5.78%
Other short-term investments 70,459 45 0.26% 458 3 2.63%
Total interest-earning
assets $2,462,759 $ 35,562 5.86%  $2,570,683 $ 46,305 7.24%
Non-interest earning assets 384,013 357,408
Total assets $2,846,772 $2,928,091
Interest-bearing liabilities:
Deposits:
Interest checking, savings and
money market $ 623,708 $ 1,852 1.20% $ 697,444 $ 3,325 1.92%
Time deposits 1,296,277 10,801 3.38% 1,137,188 12,610 4.46%
Total interest-bearing
deposits $1,919,985 $ 12,653 2.67%  $1,834,632 $ 15,935 3.49%
Securities sold under repurchase
agreements and short-term
borrowings 33,076 9 0.11% 153,059 1,092 2.87%
Notes payable 229,282 2,443 4.32% 310,868 3,178 4.11%
Subordinated debentures 88,662 846 3.87% 88,662 1,432 6.50%
Total interest-bearing
liabilities $2,271,005 $ 15,951 2.85%  $2,387,221 $ 21,637 3.65%
Non-interest bearing liabilities:
Demand deposits 168,109 186,454
Other liabilities 22,734 25,640
Total non-interest bearing
liabilities 190,843 212,094
Total liabilities 2,461,848 2,599,315
Shareholders’ equity 384,924 328,776
Total liabilities and
shareholders’ equity $2,846,772 $2,928,091
Net interest income $ 19,611 $ 24,668
Interest rate spread 3.01% 3.60%
Net yield on interest-earning assets 3.23% 3.86%

1 Average loan balances excluded nonaccrual loans for the periods presented.

2 Fully Taxable Equivalent (“FTE”) at the rate of 35%. The FTE basis adjusts for the tax benefits of income on certain
tax-exempt loans and investments using the federal statutory rate of 35% for each period presented. The Company believes
this measure to be the preferred industry measurement of net interest income and provides relevant comparison between
taxable and non-taxable amounts.
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Provision for Loan Losses. During the three months ended March 31, 2009, loan charge-offs were $3,736 and recoveries of
charged-off loans were $2,994. The Company’s provision for loan losses increased slightly by $97 to $985 for the three months
ended March 31, 2009, as compared to $888 for the same period in 2008. The Company’s allowance for loan losses increased by
$243 to $49,054 at March 31, 2009 from $48,811 at December 31, 2008 and the reserve to outstanding loans ratio decreased 1
basis points to 2.19% between these two dates but increased 74 basis points from the ratio of 1.45% at March 31, 2008. Credit
quality ratios have declined since September 30, 2007, principally as a result of the rapid deterioration of the residential real
estate construction and development market beginning in the fourth quarter of 2007 in the Company’s urban markets, primarily
Nashville and Knoxville. Management continually evaluates the Company’s credit policies and procedures for effective risk and
control management. The ratio of allowance for loan losses to nonperforming loans was 45.16%, 155.28% and 112.71% at
March 31, 2009, December 31, 2008 and March 31, 2008, respectively, and the ratio of nonperforming assets to total assets was
4.34%, 2.61% and 1.35% at March 31, 2009, December 31, 2008 and March 31, 2008, respectively. The ratio of nonperforming
loans to total loans, net of unearned interest, was 4.84%, 1.41% and 1.29% at March 31, 2009, December 31, 2008 and March 31,
2008, respectively. Within the Bank, the Company’s largest subsidiary, the ratio of nonperforming assets to total assets was 4.31%,
2.58% and 1.32% at March 31, 2009, December 31, 2008 and March 31, 2008, respectively.

The Company’s year-to-date net charge-offs as a percentage of average loans decreased from 0.05% for the three months
ended March 31, 2008 to 0.03% for the three months ended March 31, 2009. Net charge-offs as a percentage of average loans were
1.63% for the year ended December 31, 2008.

Management believes that credit quality indicators will be driven by the current economic environment and the resiliency of
residential real estate markets. Management continually evaluates the existing portfolio in light of loan concentrations, current
general economic conditions and economic trends. Management believes these evaluations strongly suggest an economic slowdown
in the Company’s markets has and will continue to occur throughout 2009. Based on its evaluation of the allowance for loan loss
calculation and review of the loan portfolio, management believes the allowance for loan losses is adequate at March 31, 2009.
However, the provision for loan losses could further increase for the entire year of 2009 if the general economic conditions
continue to weaken or the residential real estate markets in Nashville or Knoxville or the financial conditions of borrowers
deteriorate beyond management’s current expectations.

Non-interest Income. Fee income, unrelated to interest-earning assets, consisting primarily of service charges, commissions
and fees, has become an important component to the Company’s total revenue stream.

Total non-interest income for the three months ended March 31, 2009 was $6,943, as compared to $7,306 for the same period
in 2008. Service charges, commissions and fees remain the largest component of total non-interest income and decreased slightly
from $5,467 for the three months ended March 31, 2008 to $5,356 for the same period in 2009. Although the Company continues to
see solid growth in net new checking account customers due to its High Performance Checking Program, as evidenced by the 4,292
net new accounts opened during the first quarter, the service charges and NSF fees associated with this product have declined
modestly due to the current economic environment. The Company believes that as the economy begins to recover, non-interest
income will continue to improve given the expansion of its customer base. In addition, mortgage banking income and other
non-interest income decreased by $202 and $97, respectively, to $55 and $695 for the three months ended March 31, 2009 from
$257 and $792 for the same period in 2008.

Non-interest Expense. Control of non-interest expense is a critical aspect in enhancing income. Non-interest expense
includes personnel, occupancy, and other expenses such as data processing, printing and supplies, legal and professional fees,
postage, Federal Deposit Insurance Corporation (“FDIC”) assessment, etc. Total non-interest expense was $17,831 for the three
months ended March 31, 2009 compared to $19,561 for the same period in 2008. The $1,730, or 9%, decrease in total non-interest
expense for the three months ended March 31, 2009 compared to the same period of 2008 principally reflects decreases in
personnel expenses, reduced advertising expense and lower equipment expense.

Personnel costs are the primary element of the Company’s non-interest expenses. For the three months ended March 31, 2009,
employee compensation and benefits represented $8,987, or 50%, of total non-interest expense. This was a decrease of $862, or
9%, from the $9,849 for the three months ended March 31, 2008. Including Bank branches and non-bank office locations the
Company had 75 locations at March 31, 2009 and December 31, 2008, as compared to 76 at March 31, 2008, and the number of
full-time equivalent employees declined from 789 at March 31, 2008 to 738 at March 31, 20009.
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Non-interest expense for the first quarter of 2009 included OREO losses of $81,000, down significantly from $4,006,000 in
the fourth quarter of 2008 following the Company’s efforts then to aggressively liquidate OREO.

Recently, the FDIC finalized its deposit insurance assessment rates for 2009. As a result of the requirement to increase the
FDIC’s Bank Insurance Fund to statutory levels over a prescribed period of time and increased pressure on the fund’s reserves due
to the increasing number of bank failures, FDIC insurance costs for 2009 will be higher for all insured depository institutions. We
also anticipate in the third quarter of 2009 a special one-time assessment from the FDIC, which may or may not be implemented,
and the assessment rate is yet to be determined.

Primarily as a result of the lower earnings level, the Company’s efficiency ratio increased from 61.56% at March 31, 2008 to
67.61% at March 31, 2009. The efficiency ratio illustrates how much it cost the Company to generate revenue; for example, it cost
the Company 67.61 cents to generate one dollar of revenue for the three months ended March 31, 2009.

Income Taxes. The effective income tax rate for the three months ended March 31, 2009 was 36.7% compared to 36.6% for
the same period in 2008.

Changes in Financial Condition

Total assets at March 31, 2009 were $2,795,839, a decrease of $148,832, or 5%, from December 31, 2008. The decrease in
assets was primarily reflective of the $120,527, or 61%, decrease in cash and cash equivalents. The Company expects that its total
assets will decline slightly over the remainder of 2009.

Non-performing assets (“NPA’s”), which include non-accrual loans, loans past due 90 days or more and still accruing interest
and other real estate owned and repossessed assets (“OREQ”), totaled $121,272 at March 31, 2009 compared with $76,806 at
December 31, 2008. During the quarter, the Company experienced an increase in net NPA’s of $44,466 as the economy continued
to weaken. The Company continued its aggressive approach to identify and recognize NPA’s and accordingly recognized $58,055
in new non-accrual loans during the quarter compared with $59,330 during the fourth quarter of 2008. Additionally, the Company
foreclosed on $16,158 of loans after charging-off balances of $3,736 and transferred these balances to OREO. On loan balances
which were on non-accrual status the Company received payments of $3,886 plus realized loss recoveries of $2,994 during the
quarter. Also, during the quarter, the Company returned $36,368 of OREO properties to non-accrual loans due to bankruptcy filings
of these customers and the resultant extended time period now involved in securing ownership of these properties. These
properties had been previously written down to current market valuations less estimated carrying costs based on current appraisals
and had no impact on the current quarter’s loan loss reserve or the loan loss provision level.

Non-performing loans include non-accrual loans and loans 90 or more days past due. All loans that are 90 days past due are
considered non-accrual unless they are adequately secured and there is reasonable assurance of full collection of principal and
interest. Non-accrual loans that are 120 days past due without assurance of repayment are charged off against the allowance for
loan losses. Nonaccrual loans and loans past due 90 days totaled $108,621 at March 31, 2009 an increase of $77,186 from
December 31, 2008.

OREO totaled $12,651 at March 31, 2009 compared with $45,371 at December 31, 2008. As noted above, during the first
quarter of 2009, $36,368 of OREO balances were returned to non-accrual loan status due to the aforementioned bankruptcy filings
and the extended period of time now required to achieve possession of the property. Additionally, the Company received proceeds
on the disposition of OREO totaling $12,429 and it incurred a net loss on the disposition of OREO property of $81 during the
quarter.

At March 31, 2009, the ratio of the Company’s allowance for loan losses to non-performing loans (which include non-accrual
loans) was 45.16% compared to 112.71% at March 31, 2008.

The Company maintains an investment portfolio to provide liquidity and earnings. Investments at March 31, 2009 with an

amortized cost of $193,547 had a market value of $193,866. At year-end 2008, investments with an amortized cost of $205,310
had a market value of $204,163.
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Liquidity and Capital Resources

Liquidity. Liquidity refers to the ability or the financial flexibility to manage future cash flows to meet the needs of depositors
and borrowers and fund operations. Maintaining appropriate levels of liquidity allows the Company to have sufficient funds
available for reserve requirements, customer demand for loans, withdrawal of deposit balances and maturities of deposits and
other liabilities. The Company’s liquid assets include cash and due from banks, federal funds sold, investment securities and loans
held for sale. Including securities pledged to collateralize municipal deposits, these assets represented 11% and 16% of the total
liquidity base at March 31, 2009 and December 31, 2008, respectively. The liquidity base is generally defined to include deposits,
repurchase agreements, notes payable and subordinated debentures. The Company maintains borrowing availability with the
Federal Home Loan Bank of Cincinnati (“FHLB”), which was fully utilized at March 31, 2009. The Company also maintains
federal funds lines of credit totaling $116,000 at six correspondent banks, of which $116,000 was available at March 31, 2009.
The Company believes it has sufficient liquidity to satisfy its current operating needs.

For the three months ended March 31, 2009, operating activities of the Company provided $11,892 of cash flows. Net income
of $4,780 comprised a substantial portion of the cash generated from operations. Cash flows from operating activities were also
positively affected by various non-cash items, including (i) $985 in provision for loan losses, (ii) $1,893 of depreciation and
amortization and (iii) $7,147 in other assets, which included a federal tax refund receivable of $6,200 due to the overpayment of
quarterly estimated taxes in 2008. This was offset in part by a decrease of $2,430 in accrued interest payable and other liabilities.

The Company’s net decrease in purchases and maturities of securities available for sale of $11,737 was the primary
component of the $19,820 in net cash provided from investing activities for the three months ended March 31, 2009. During the
first quarter, as the U.S. Treasury implemented its program of repurchasing $1.3 trillion of previously issued Government Agency
Securities, certain securities held by the Company were called, at par, resulting in no gain or loss to the Company. In addition
proceeds from the sale of other real estate provided $12,126 in cash flows. These were offset by $2,370 in premises and
equipment expenditures.

The net decrease in total deposits of $145,627 was the primary source of cash flows used in financing activities of $152,239.
The net decrease in total deposits reflects a decrease in brokered deposits of $195,001 and an increase in core customer deposits
of $49,374, as the Company, as well as other banks, experienced an inflow of deposit balances due to the economic environment.
In addition, the net change in repurchase agreements of $4,284, dividends paid on preferred stock of $522 and dividends paid on
common stock of $1,710 further increased the total net cash used in financing activities.

Capital Resources. The Company’s capital position is reflected in its shareholders’ equity, subject to certain adjustments for
regulatory purposes. Shareholders’ equity, or capital, is a measure of the Company’s net worth, soundness and viability. The
Company continues to exhibit a strong capital position. Further, the capital base of the Company allows it to take advantage of
business opportunities while maintaining the level of resources deemed appropriate by management of the Company to address
business risks inherent in the Company’s daily operations.

Shareholders’ equity on March 31, 2009 was $384,474, an increase of $3,243, or 0.9%, from $381,231 on December 31,
2008. The increase in shareholders’ equity primarily reflects net income available to common shareholders for the three months
ended March 31, 2009 of $3,548 ($0.27 per share) and the cumulative change of $888 in unrealized gains, net of reclassification
and taxes, on available for sale securities. These increases were offset in part by quarterly common stock dividend payments
during the three months ended March 31, 2009 totaling $1,710 ($0.13 per share).

The Company’s primary source of liquidity is dividends paid by the Bank. Applicable Tennessee statutes and regulations
impose restrictions on the amount of dividends that may be declared by the Bank. Further, any dividend payments are subject to the
continuing ability of the Bank to maintain its compliance with minimum federal regulatory capital requirements and the Company’s
self-imposed restrictions to retain its characterization under federal regulations as a “well-capitalized” institution.
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Risk-based capital regulations adopted by the Board of Governors of the Federal Reserve Board (“FRB™) and the FDIC
require bank holding companies and banks, respectively, to achieve and maintain specified ratios of capital to risk-weighted
assets. The risk-based capital rules are designed to measure Tier 1 Capital and Total Capital in relation to the credit risk of both
on- and off-balance sheet items. Under the guidelines, one of four risk weights is applied to the different on-balance sheet items.
Off-balance sheet items, such as loan commitments, are also subject to risk-weighting after conversion to balance sheet equivalent
amounts. All bank holding companies and banks must maintain a minimum total capital to total risk-weighted assets ratio of 8.00%,
at least half of which must be in the form of core, or Tier 1, capital (consisting of common equity, retained earnings, and a limited
amount of qualifying perpetual preferred stock and trust preferred securities, net of goodwill and other intangible assets and
accumulated other comprehensive income). These guidelines also specify that bank holding companies that are experiencing
internal growth or making acquisitions will be expected to maintain strong capital positions substantially above the minimum
supervisory levels. At March 31, 2009, the Bank and the Company each satisfied their respective minimum regulatory capital
requirements, and the Bank was “well-capitalized” within the meaning of federal regulatory requirements. The table below sets
forth the capital position of the Bank and the Company at March 31, 2009.

Required Required
Minimum to be
Ratio Well Capitalized Bank Company
Tier 1 risk-based capital 4.00% 6.00% 13.71% 13.90%
Total risk-based capital 8.00% 10.00% 14.97% 15.16%
Leverage Ratio 4.00% 5.00% 11.63% 11.80%

The FRB has recently issued regulations which will allow continued inclusion of outstanding and prospective issuances of
trust preferred securities as Tier 1 capital subject to stricter quantitative and qualitative limits than allowed under prior
regulations. The new limits will phase in over a five-year transition period and would permit the Company’s trust preferred
securities to continue to be treated as Tier 1 capital.

Off-Balance Sheet Arrangements

At March 31, 2009, the Company had outstanding unused lines of credit and standby letters of credit totaling $354,632 and
unfunded loan commitments outstanding of $38,699. Because these commitments generally have fixed expiration dates and most
will expire without being drawn upon, the total commitment level does not necessarily represent future cash requirements. If
needed to fund these outstanding commitments, the Company has the ability to liquidate Federal funds sold or securities available-
for-sale or, on a short-term basis, to borrow any then available amounts from the FHLB and/or purchase Federal funds from other
financial institutions. At March 31, 2009, the Company had accommodations with upstream correspondent banks for unsecured
Federal funds lines of $131,000. These accommodations have various covenants related to their term and availability, and in most
cases must be repaid within less than a month. The following table presents additional information about the Company’s
off-balance sheet commitments as of March 31, 2009, which by their terms have contractual maturity dates subsequent to March 31,

2009:
Less than 1 More than 5
Year 1-3 Years 3-5 Years Years Total

Commitments to make loans — fixed $ 5,866 $ — $ — $ — $ 5,866
Commitments to make loans —

variable 32,833 — — — 32,833
Unused lines of credit 167,066 51,846 11,248 82,088 312,248
Letters of credit 27,363 774 7,353 6,894 42,384

Total $ 233,128 $ 52,620 $ 18,601 $ 88,982 $ 393,331
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Disclosure of Contractual Obligations

In the ordinary course of operations, the Company enters into certain contractual obligations. Such obligations include the
funding of operations through debt issuances as well as leases for premises and equipment. The following table summarizes the
Company’s significant fixed and determinable contractual obligations as of March 31, 2009:

Less than 1 More than 5
Year 1-3 Years 3-5 Years Years Total
Certificates of deposits $ 1,044,384 $ 160,719 $ 3,672 $ 3,667 $ 1,212,442
FHLB advances and notes payable 54,933 27,854 75,925 70,540 229,252
Subordinated debentures — — — 88,662 88,662
Operating lease obligations 1,288 2,055 1,515 1,404 6,262
Deferred compensation 1,823 — — 2,097 3,920
Purchase obligations 105 — — — 105
Total $ 1,102,533 $ 190,628 $ 81,112 $ 166,370 $ 1,540,643

Additionally, the Company routinely enters into contracts for services. These contracts may require payment for services to be
provided in the future and may also contain penalty clauses for early termination of the contract. Management is not aware of any
additional commitments or contingent liabilities which may have a material adverse impact on the liquidity or capital resources of
the Company.

Effect of New Accounting Standards

Financial Accounting Standards Board (“FASB”) Staff Position (“FSP”), Statement of Financial Accounting Standards
(“SFAS”) No. 157-4, “Determining Fair Value When the Volume and Level of Activity for the Asset or Liability Have
Significantly Decreased and ldentifying Transactions That Are Not Orderly” was issued April 9, 2009. FSP SFAS 157-4 affirms
that the objective of fair value when the market for an asset is not active is the price that would be received to sell the asset in an
orderly transaction, and clarifies and includes additional factors for determining whether there has been a significant decrease in
market activity for an asset when the market for that asset is not active. FSP SFAS 157-4 requires an entity to base its conclusion
about whether a transaction was not orderly on the weight of the evidence. FSP SFAS 157-4 also amended SFAS 157, “Fair Value
Measurements,” to expand certain disclosure requirements. FSP SFAS 157-4 is effective for interim and annual periods ending
after June 15, 2009, with early adoption permitted for periods ending after March 15, 2009. The Company is currently assessing
the impact of FSP SFAS 157-4 on its consolidated financial statements and results of operations.

FSP SFAS 115-2 and SFAS 124-2, “Recognition and Presentation of Other-Than-Temporary Impairments” were issued
April 9, 2009. FSP SFAS 115-2 and SFAS 124-2 (i) changes existing guidance for determining whether an impairment is other
than temporary to debt securities and (ii) replaces the existing requirement that the entity’s management assert it has both the intent
and ability to hold an impaired security until recovery with a requirement that management assert: (2) it does not have the intent to
sell the security; and (b) it is more likely than not it will not have to sell the security before recovery of its cost basis. Under FSP
SFAS 115-2 and SFAS 124-2, declines in the fair value of held-to-maturity and available-for-sale securities below their cost that
are deemed to be other than temporary are reflected in earnings as realized losses to the extent the impairment is related to credit
losses. The amount of the impairment related to other factors is recognized in other comprehensive income. FSP SFAS 115-2 and
SFAS 124-2 are effective for interim and annual periods ending after June 15, 2009, with early adoption permitted for periods
ending after March 15, 2009. The Company is currently assessing the impact of FSP SFAS 115-2 and SFAS 124-2 on its
consolidated financial statements and results of operations.

FSP SFAS 107-1 and Accounting Principles Board (“APB”) 28-1, “Interim Disclosures about Fair Value of Financial
Instruments” were issued April 9, 2009. FSP SFAS 107-1 and APB 28-1 amends SFAS 107, “Disclosures about Fair Value of
Financial Instruments,” to require an entity to provide disclosures about fair value of financial instruments in interim financial
information and amends APB Opinion No. 28, “Interim Financial Reporting,” to require those disclosures in summarized financial
information at interim reporting periods. Under FSP SFAS 107-1 and APB 28-1, a publicly traded company shall include
disclosures about the fair value of its financial instruments whenever it issues summarized financial information for interim
reporting periods. In addition, entities must disclose, in the body or in the accompanying notes of its summarized financial
information for interim reporting periods and in its financial statements for annual reporting periods, the fair value of all financial
instruments for which it is practicable to estimate that value, whether recognized or not recognized in the statement of financial
position, as required by SFAS 107. The new interim disclosures required by FSP SFAS 107-1 and APB 28-1 will be included in
the Company’s interim financial statements beginning with the second quarter of 2009.
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In January 2009, the FASB finalized Emerging Issues Task Force (“EITF”) No. 99-20-1, Amendments to the Impairment and
Interest Income Measurement Guidance of EITF Issue No. 99-20. EITF No0.99-20-1 conforms the guidance in EITF 99-20 to that of
FSP SFAS 115-1 by removing the requirement of management to consider a market participant’s assumptions about cash flows in
assessing whether or not an adverse change in previously anticipated cash flows has occurred. EITF No. 99-20-1 is effective for
interim and annual periods ending after December 15, 2008, applied prospectively. We have evaluated the new standard and have
determined that it will not have a significant impact on the determination or reporting of our financial results.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Part I, Item 7A of the 2008 10-K is incorporated in this item of this Quarterly Report by this reference. There have been no
material changes in the quantitative and qualitative market risks of the Company since December 31, 2008.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Company’s management, with the participation of the Chief Executive Officer and Chief Financial Officer, evaluated the
effectiveness of the Company’s disclosure controls and procedures (as defined in Rule 13a-15(e) and 15d-15(f) promulgated under
the Securities Exchange Act of 1934 (the “Exchange Act”) as of the end of the period covered by this report. Based upon this
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that, as of March 31, 2009, the Company’s
disclosure controls and procedures were effective for the purposes set forth in the definition thereof in Exchange Act
Rule 13a-15(e).

Internal Control Over Financial Reporting
There have been no changes in the Company’s internal control over financial reporting (as defined in Exchange Act

Rule 13a-15(f)) during the quarter ended March 31, 2009 that have materially affected, or are reasonably likely to materially
affect, the Company’s internal control over financial reporting.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

The Company and its subsidiaries are subject to claims and suits arising in the ordinary course of business. In the opinion of
management, the ultimate resolution of these pending claims and legal proceedings will not have a material adverse effect on the
Company’s results of operations.

Item 1A. Risk Factors

There have been no material changes to our risk factors as previously disclosed in Part I, Item 1A of our Annual Report on
Form 10-K for the fiscal year ended December 31, 2008.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The Company made no unregistered sales of its equity securities or repurchases of its common stock during the quarter ended
March 31, 20009.

Item 3. Defaults Upon Senior Securities

None

Item 4. Submission of Matters to a Vote of Security Holders

None

Item 5. Other Information

None
Item 6. Exhibits

See Exhibit Index immediately following the signature page hereto.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned thereunto duly authorized.

Green Bankshares, Inc.
Registrant

Date: May 8, 2009 By /s/ James E. Adams
James E. Adams
Executive Vice President, Chief Financial
Officer and Secretary
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EXHIBIT INDEX

Exhibit No. Description
31.1 Chief Executive Officer Certification Pursuant to Rule 13a-14(a)/15d-14(a)
31.2 Chief Financial Officer Certification Pursuant to Rule 13a-14(a)/15d-14(a)
321 Chief Executive Officer Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes-Oxley Act of 2002

32.2 Chief Financial Officer Certification Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002
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