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PART | - FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS (UNAUDITED)

The September 30, 2003 and December 31, 2002, consolidated balance sheets of United Bankshares,
Inc. and Subsidiaries, the rel ated consolidated statements of incomefor the three and nine monthsended
September 30, 2003 and 2002, the related consolidated statement of changesin shareholders equity for
the nine months ended September 30, 2003, the rel ated condensed consolidated statements of cash flows
for the nine months ended September 30, 2003 and 2002, and the notes to consolidated financial
statements appear on the following pages.



CONSOLIDATED BALANCE SHEETS
UNITED BANKSHARES, INC. AND SUBSIDIARIES

(Dollars in thousands, except par vaue)

Assets

Cash and due from banks

Interest-bearing deposits with other banks
Federal funds sold

Total cash and cash equivalents

Securities available for sale at estimated fair value (amortized cost-
$1,005,440 at September 30, 2003 and $996,198 at December 31, 2002)
Securities held to maturity (estimated fair value-$263,197 at
September 30, 2003 and $266,993 at December 31, 2002)
Loans held for sale

Loans

Less: Unearned income
Loans net of unearned income
Less: Allowance for loan losses

Net loans

Bank premises and equipment

Goodwill

Accrued interest receivable

Other assets

Liabilities
Deposits:

TOTAL ASSETS

Noninterest-bearing
Interest-bearing

Total deposits

Borrowings.

Federal funds purchased
Securities sold under agreements to repurchase
Federal Home Loan Bank borrowings
Mandatorily redeemable capital securities of subsidiary trusts
Other borrowings
Accrued expenses and other liabilities

TOTAL LIABILITIES

Shareholders Equity

Common stock, $2.50 par value; Authorized-100,000,000 shares; issued-
43,381,769 at September 30, 2003 and December 31, 2002 including
2,177,723 and 1,349,801 sharesin treasury at September 30, 2003 and
December 31, 2002, respectively

Surplus

Retained earnings
Accumulated other comprehensive income
Treasury stock, at cost

TOTAL SHAREHOLDERS' EQUITY
TOTAL LIABILITIES AND SHAREHOLDERS EQUITY

See notes to consolidated unaudited financial statements.

September 30  December 31
2003 2002
(Unaudited) (Note 1)
$ 169,746 $ 162,261
35,622 13,102
55,575 0
260,943 175,363
1,018,309 1,022,314
255,656 263,176
302,934 582,718
3,650,578 3,576,280
(3,874 (3,119
3,646,704 3,573,161
(46,933) (47,387)
3,599,771 3,525,774
46,395 48,923
89,574 90,416
24,869 27,577
133,533 55,758
$5,731,984 $5,792,019
$ 795,273 $ 739,228
2,971,782 3,161,620
3,767,055 3,900,848
14,500 57,153
520,026 511,300
784,313 679,712
28,851 28,861
13,867 5,096
58,832 67,510
5,187,444 5,250,480
108,454 108,454
87,784 89,360
406,290 369,122
4,821 13,060
(62,809) (38,457)
544,540 541,539
$5,731,984 $5,792,019




CONSOLIDATED STATEMENTSOF INCOME (Unaudited)

UNITED BANKSHARES, INC. AND SUBSIDIARIES

(Dollars in thousands, except per share data)

Interest income
Interest and fees on loans
Interest on federal funds sold and other short-term
investments
Interest and dividends on securities:
Taxable
Tax-exempt
Total interest income

Interest expense
Interest on deposits
Interest on short-term borrowings
Interest on long-term borrowings
Totd interest expense
Net interest income
Provision for loan losses
Net interest income after provision for loan losses

Other income
Income from mortgage banking operations
Service charges, commissions, and fees
Income from fiduciary activities
Security gains (losses)
Other income
Tota other income

Other expense
Salaries and employee benefits
Net occupancy expense
Other expense
Total other expense
Income before income taxes

Income taxes
Net income

Earnings per common share:
Basic
Diluted

Dividends per common share

Average outstanding shares:
Basic
Diluted

See notes to consolidated unaudited financial statements.

Three Months Ended Nine Months Ended
September 30 September 30
2003 2002 2003 2002
$58,402 $65,278 $178,205 $192,958
158 61 761 506
11,331 18,742 37,935 55,718
2,090 2,332 6,565 7,207
71,981 86,413 223,466 256,389
11,994 19,185 42,072 61,260
1,535 2,732 5,833 7,497
10,930 10,760 32,716 31,832
24,459 32,677 80,621 100,589
47,522 53,736 142,845 155,800
2,222 1,823 5,973 5,725
45,300 51,913 136,872 150,075
15,834 11,203 42,073 24,801
8,939 8,299 26,003 23,287
2,389 2,303 7,126 6,692
122 (4,368) 1,919 (4,961)
1,366 1,292 2,915 2,117
28,650 18,729 80,036 51,936
25,507 21,595 71,327 58,367
3,039 3,252 9,619 9,312
12,661 13,850 38,436 37,877
41,207 38,697 119,382 105,556
32,743 31,945 97,526 96,455
9,823 9,592 29,258 30,075
$ 22,920 $ 22,353 $ 68,268 $ 66,380
$0.55 $0.53 $1.64 $1.56
$0.55 $0.52 $1.62 $1.53
$0.25 $0.24 $0.75 $0.70

41,328,476 42,419,925
41,823,011 43,103,509

41,615,354 42,667,849
42,091,262 43,348,668



CONSOLIDATED STATEMENT OF CHANGESIN SHAREHOLDERS EQUITY (Unaudited)
UNITED BANKSHARES, INC. AND SUBSIDIARIES

(Dollarsin thousands, except per share data)

Nine M onths Ended September 30, 2003

Accumulated
Common Stock Other Total
Par Retained Comprehensive Treasury Shareholders
Shares Value Surplus  Earnings Income (L0ss) Stock Equity
Baance at January 1, 2003 43,381,769 $108,454  $89,360  $369,122 $13,060 ($38,457) $541,539

Comprehensive income (10ss):
Net income - - - 68,268 - - 68,268
Other comprehensive income
(loss), net of tax:
Unrealized loss on securities of
$9,918 net of reclassification
adjustment for gainsincluded
in net income of $1,247 - - - - (8,671) - (8,671)
Amortization of the unrealized
gain for securities transferred
from the available for sale to

the held to maturity
investment portfolio - - - - 432 - 432
Total comprehensive income 60,029
Purchase of treasury stock
(945,744 shares) - - - - - (28,114) (28,114)
Cash dividends ($0.75 per share) - - - (31,200) - - (31,100)
Common stock options exercised
(116,477 shares) - - (1,576) - - 3,762 2,186
Balance at September 30, 2003 43,381,769 $108,454  $87,784  $406,290 $4,821 ($62,809) $544,540

See notes to consolidated unaudited financial statements



CONDENSED CONSOLIDATED STATEMENTSOF CASH FLOWS (Unaudited)

UNITED BANKSHARES, INC. AND SUBSIDIARIES

(Dollars in thousands)

NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES

INVESTING ACTIVITIES

Proceeds from maturities and calls of investment securities
Purchases of investment securities

Proceeds from sales of securities available for sale

Proceeds from maturities and calls of securities available for sale
Purchases of securities available for sale

Purchase of bank-owned life insurance

Net purchases of bank premises and equipment

Net change in loans

NET CASH USED IN INVESTING ACTIVITIES

FINANCING ACTIVITIES
Cash dividends paid
Acquisition of treasury stock
Proceeds from exercise of stock options
Repayment of Federal Home Loan Bank borrowings
Proceeds from Federal Home Loan Bank borrowings
Changesin:
Deposits
Federal funds purchased, securities sold under agreements
to repurchase and other borrowings

NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES
Increase in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of period

See notes to consolidated unaudited financial statements.

Nine Months Ended

September 30
2003 2002
$347,826  $(83,159)

8,174 9,444

0 (7
113,060 107,772
1,091,558 298,427
(1,217,477)  (351,474)
(70,000) (4,381)
(2,482) 0
(74,298) (76,646)
(151,465) (16,865)
(31,100) (29,561)
(28,114) (27,881)
2,186 3,662
(283) (55,566)
105,479 225
(133,793) 196,848
(25,156) 62,641
(110,781) 150,368
85,580 50,344
175,363 157,594
$260,943  $207,938




NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
UNITED BANKSHARES, INC. AND SUBSIDIARIES
1. GENERAL

The accompanying unaudited consolidated interim financial statements of United Bankshares, Inc. and
Subsidiaries ("United") have been prepared in accordance with accounting principles for interim financial
information generally accepted in the United States and with the instructionsfor Form 10-Q and Article 10
of Regulation S-X. Accordingly, thefinancial statementsdo not contain all of theinformation and footnotes
required by accounting principles generally accepted in the United States. In preparing the consolidated
financial statements, management is required to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results could differ from those
estimates. The financial statements presented as of September 30, 2003 and for the three-month and nine-
month periods ended September 30, 2003 and 2002 have not been audited. The consolidated bal ance sheet as
of December 31, 2002 has been extracted from the audited financial statementsincluded in United’ s 2002
Annual Report to Shareholders. The accounting and reporting policiesfollowed in the presentation of these
financial statementsare consistent with those applied inthe preparation of the 2002 Annual Report of United
on Form 10-K. Inthe opinion of management, all adjustments necessary for afair presentation of financial
position and results of operationsfor theinterim periods have been made. Such adjustmentsare of anormal
and recurring nature.

The accompanying consolidated interim financial statementsinclude the accounts of United and itswholly
owned subsidiaries. United considers all of its principal business activities to be bank related. All
significant intercompany accounts and transactions have been eliminated in the consolidated financial
statements. Dollars are in thousands, except per share and share data.

In November 2002, the Financial Accounting Standards Board (FASB) issued Financial Interpretation No.
45, “ Guarantor’ s Accounting and Disclosure Requirementsfor Guarantees, Including Indirect Guarantees of
Indebtedness of Others’ (FIN 45). FIN 45 significantly changes current practice in the accounting for, and
disclosure of, guarantees. Guarantees meeting the characteristicsdescribed in FIN 45, which are not included
in along list of exceptions, are required to be initially recorded at fair value, which is different from the
general current practice of recording aliability only when aloss is probable and reasonably estimable, as
those terms are defined in FASB Statement No. 5, “ Accounting for Contingencies.” FIN 45 also requiresa
guarantor to make significant new disclosures for virtually all guarantees even if the likelihood of the
guarantor’ s having to make payments under the guarantee is remote.

Ingeneral, FIN 45 appliesto contracts or indemnification agreementsthat contingently require the guarantor
to make payments to the guaranteed party based on changes in an underlying asset, liability, or an equity
security of the guaranteed party such asfinancial standby letters of credit. FIN 45’ sdisclosure requirements
were effective for financial statements of interim or annual periods ending after December 15, 2002. FIN
45's initial recognition and initial measurement provisions were applicable on a prospective basis to
guarantees issued or modified after December 31, 2002, irrespective of the guarantor’s fiscal year-end.
United adopted FIN 45 on January 1, 2003 and the adoption did not have a material impact on United’'s
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consolidated financia position or itsresults of operations. Significant commitmentsand contingent liabilities
that have been entered into by United are disclosed in Note 10, Notesto Consolidated Financial Statements.

United has stock option plansfor certain employeesthat are accounted for under theintrinsic value method.
Becausethe exercise price at the date of the grant isequal to the market value of the stock, no compensation
expense is recognized.

Thefollowing pro formadisclosures present United’ s net income and diluted earnings per share, determined
as if United had recognized compensation expense for its employee stock options under the fair value
method prescribed by the provisions of SFAS No. 123:

Three Months Ended Nine Months Ended
September 30, September 30,
2003 2002 2003 2002
Net Income, as reported $22,920 $22,353 $68,268 $66,380
Less pro forma expense related to options
granted, net of tax (211 (197) (632) (580)
Pro forma net income $22,709 $22,156 $67,636 $65,800
Pro forma net income per share:
Basic — as reported $0.55 $0.53 $1.64 $1.56
Basic — pro forma $0.55 $0.52 $1.63 $1.54
Diluted — as reported $0.55 $0.52 $1.62 $1.53
Diluted — pro forma $0.54 $0.51 $1.61 $1.52

In January 2003, the FASB issued Financia Interpretation No. 46, “Consolidation of Variable Interest
Entities” (FIN 46). The objective of FIN 46 is to provide guidance on identifying a variable interest entity
and determining when assets, liabilities, noncontrolling interests, and results of operations of a variable
interest entity need to beincluded in acompany’ s consolidated financia statements. Initially, FIN 46 applied
inthefirst fiscal year or interim period beginning after June 15, 2003, to variableinterest entitiesinwhich an
enterprise holds an interest that it acquired before February 1, 2003. However, on October 8, 2003, the
FASB agreed to defer the effective date for interests acquired before February 1, 2003 to the periods ending
after December 15, 2003. It appliesimmediately to variableinterest entities created after January 31, 2003
and to variable interest entities obtained after that date. United owns the common stock of fully-
consolidated subsidiary business trusts, which have issued corporation-obligated mandatorily redeemable
preferred capital securities to third party investors. The trusts' only assets, which totaled $30,470 at
September 30, 2003, are debenturesissued by United, which were acquired by thetrusts using proceedsfrom
theissuance of the preferred securities and common stock. Under the current provisionsof FIN 46, thetrusts
may require de-consolidation, whereby the debentures would be reported on the Consolidated Balance
Sheets as Other Borrowings, while United’ sequity interest inthetrust will bereported as Other Assets. For
regulatory reporting purposes, the Federal Reserve Board has indicated that such preferred securities will
continueto constitute Tier 1 Capital until further notice. Additional information on thetrustsis summarized
in Note 9, Notes to Consolidated Financial Statements.
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In May 2003, the FASB issued Statement No. 150, “Accounting for Certain Financia Instruments with
Characteristics of Both Liabilitiesand Equity” (SFASNo. 150). SFASNo. 150 establishes standardsfor how
an issuer classifies and measures certain financial instruments with characteristics of both liabilities and
equity in its statement of financial position. United adopted SFAS No. 150 effective July 1, 2003 and the
adoption of the standard did not have a material effect on United’ sfinancial statements.

2. ACQUISITION

Asof the close of business on October 10, 2003, United acquired 100% of the outstanding common stock of
SequoiaBancshares, Inc. of Bethesda, Maryland (Sequoia). Theresultsof operations of Sequoia, which are
not significant, have not been included in the consolidated results of operationsfor September 30, 2003, but
will be included in the consolidated results of operations from the date of acquisition. As aresult of this
acquisition, United increased its presencein Northern Virginia, Washington, D.C., and Montgomery County,
Maryland by adding 8 offices.

The purchase price was $109.0 million, including $24.9 million of cash, and 2.67 million shares of common
stock valued at $75.7 million. The value of the 2.67 million common sharesissued was determined based on
the average market price of United’scommon shares over the period including the two days before and after
the terms of the acquisition were agreed to and announced. At consummation, Sequoia had total assets of
approximately $516 million, loans of $362 million, deposits of $384 million and shareholders' equity of $22
million.

3. INVESTMENT SECURITIES
The amortized cost and estimated fair values of securities available for sale are summarized as follows:

September 30, 2003

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
U.S. Treasury securities and
obligations of U.S. Government
corporations and agencies $ 32,620 $ 93 $ 10 $ 32,703
State and political subdivisions 70,066 2,516 232 72,350
Mortgage-backed securities 732,485 13,733 4,633 741,585
Marketable equity securities 12,613 1,175 785 13,003
Other 157,656 2,620 1,608 158,668
Total $1,005,440 $20,137 $7,268 $1,018,309
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December 31, 2002

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
U.S. Treasury securities and
obligations of U.S. Government
corporations and agencies $ 29,099 $ 9% $ 25 $ 29,168
State and political subdivisions 64,259 2,084 52 66,291
Mortgage-backed securities 737,829 24,027 518 761,338
Marketable equity securities 8,261 1,246 920 8,587
Other 156,750 2,131 1,951 156,930
Total $996,198 $29,582 $3,466 $1,022,314

The cumulative net unrealized gains on available for sale securities resulted in increases of $8,365 and
$16,975 in shareholders' equity, net of deferred income taxes at September 30, 2003 and December 31,
2002, respectively.

The amortized cost and estimated fair value of securities available for sale at September 30, 2003 and
December 31, 2002 by contractual maturity are shown below. Actua maturitiesmay differ from contractual
maturities because the issuers may have the right to call or prepay obligations with or without call or
prepayment penalties.

Maturities of mortgage-backed securities with an estimated fair value of $741,585 and $761,338 at
September 30, 2003 and December 31, 2002, respectively, and an amortized cost of $732,485 and $737,829
at September 30, 2003 and December 31, 2002, respectively, are included below based upon an estimated
average life.

September 30, 2003 December 31, 2002

Estimated Estimated
Amortized Fair Amortized Fair

Cost Value Cost Value
Duein one year or less $ 31393 $ 31,387 $ 28838 $ 28914
Due after one year through five years 34,314 39,227 11,665 11,920
Due after five years through ten years 99,014 100,931 145,800 149,909
Due &fter ten years 828,106 833,761 801,634 822,984
Marketable equity securities 12,613 13,003 8,261 8,587
Tota $1,005,440  $1,018,309 $996,198  $1,022,314
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The amortized cost and estimated fair values of securities held to maturity are summarized as follows:

September 30, 2003

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
U.S. Treasury securities and
obligations of U.S. Government
corporations and agencies $ 17,000 $ 1,032 $ 18,032
State and political subdivisions 78,122 3,374 $ 19 81,477
Mortgage-backed securities 1,388 77 1,465
Other 159,146 7,855 4778 162,223
Total $255,656 $12,338 $4,797 $263,197

December 31, 2002

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains L osses Value
U.S. Treasury securities and
obligations of U.S. Government
corporations and agencies $ 17,062 $ 1,294 $ 18,356
State and political subdivisions 85,537 3,477 $ 30 88,984
Mortgage-backed securities 2,627 156 2,783
Other 157,950 5,727 6,807 156,870
Total $263,176 $10,654 $6,837 $266,993

The amortized cost and estimated fair value of debt securities held to maturity at September 30, 2003 and
December 31, 2002 by contractual maturity are shown below. Actua maturitiesmay differ from contractual
maturities because the issuers may have the right to call or prepay obligations with or without call or
prepayment penalties.

Maturities of mortgage-backed securities with an amortized cost of $1,388 and $2,627 at September 30,
2003 and December 31, 2002, respectively, and an estimated fair value of $1,465 and $2,783 at September
30, 2003 and December 31, 2002, respectively are included below based upon an estimated average life.
There were no sales of held to maturity securities.

September 30, 2003 December 31, 2002
Estimated Estimated
Amortized Fair Amortized Fair
Cost Value Cost Value
Duein one year or less $ 11,921 $ 12,077 $ 7,973 $ 8,192
Due after one year through five years 26,762 28,674 29,276 31,170
Due after five years through ten years 52,705 57,379 50,490 54,691

13



Due after ten years 164,268 165,067 175,437 172,940
Total $255,656 $263,197 $263,176 $266,993

The carrying value of securities pledged to secure public deposits, securities sold under agreements to
repurchase, and for other purposes asrequired or permitted by law, approximated $938,427 and $952,070 at
September 30, 2003 and December 31, 2002, respectively.

4. LOANS

Major classifications of loans are as follows:

September 30, December 31,
2003 2002

Commercial, financial and agricultural $ 725,229 $ 698,315
Red estate:

Single-family residential 1,314,844 1,305,706

Commercial 927,529 931,491

Construction 204,550 170,847

Other 89,425 95,680
Installment 389,001 374,241
Tota grossloans $ 3,650,578 $ 3,576,280

The table above does not include loans held for sale of $302,934 and $582,718 at September 30, 2003 and
December 31, 2002, respectively.

United's subsidiary banks have made loans, in the normal course of business, to the directorsand officers of
United and its subsidiaries, and to their affiliates. Such related party loans were made on substantially the
sameterms, including interest rates and collateral, asthose prevailing at thetimefor comparabl e transactions
with unrelated persons and did not involve more than normal risk of collectibility. The aggregate dollar
amount of these loans was $155,926 and $135,043 at September 30, 2003 and December 31, 2002,
respectively.

5. ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses is management’ s estimate of the probable credit losses inherent in the loan
portfolio. Management’s evaluation of the adequacy of the allowance for loan losses and the appropriate
provision for loan losses is based upon a quarterly evaluation of the loan portfolio. This evaluation is
inherently subjective and requires significant estimates, including the amounts and timing of estimated future
cash flows, estimated losses on pools of |oans based on historical 10ss experience, and consideration of
current economic trends, all of which are susceptible to constant and significant change. The amounts
allocated to specific creditsand loan pool s grouped by similar risk characteristicsarereviewed on aquarterly
basis and adjusted as necessary based upon subsequent changes in circumstances. In determining the
components of the allowance for loan losses, management considers the risk arising in part from, but not
limited to, charge-off and delinquency trends, current economic and business conditions, lending policies
and procedures, the size and risk characteristics of the loan portfolio, concentrations of credit, and other
various factors. Loans deemed to be uncollectible are charged against the allowance for loan losses, while
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recoveries of previously charged-off amounts are credited to the allowance for |oan losses.

A progression of the allowance for loan losses for the periods presented is summarized as follows:

Three Months Ended Nine Months Ended
September 30 September 30

2003 2002 2003 2002
Balance at beginning of period $46,844 $47,746 $47,387 $47,408
Provision charged to expense 2,222 1,823 5,973 5,725

49,066 49,569 53,360 53,133
L oans charged-off (2,600) (2,410) (7,593) (7,000)
Less: Recoveries 467 213 1,166 1,239
Net Charge-offs (2,133) (2,197) (6,427) (5,761)
Balance at end of period $46,933 $47,372 $46,933 $47,372

At September 30, 2003, the recorded investment in loans that are considered to be impaired was $16,380
($8,998 of which were on anonaccrua basis). Included inthisamount is$8,798 of impaired loansfor which
the related allowance for loan losses is $1,910 and $7,582 of impaired loans that do not have an allowance
for credit losses due to management's estimate that the fair value of the underlying collateral of theseloansis
sufficient for full repayment of the loan and interest. At December 31, 2002, the recorded investment in
loans that were considered to be impaired was $10,023 (of which $6,890 was on a nonaccrua basis).
Included in this amount was $3,427 of impaired loans for which the related allowance for loan losses was
$845 and $6,596 of impaired loans that did not have an allowance for credit losses. The average recorded
investment in impaired |oans during the quarter ended September 30, 2003 and for the year ended December
31, 2002 was approximately $15,985 and $10,935, respectively.

For the quarters ended September 30, 2003 and 2002, United recognized interest income on impaired loans
of approximately $117 and $235, respectively. For the nine months ended September 30, 2003 and 2002,
United recognized interest income on the impaired loans of approximately $368 and $342, respectively.
Substantially al of theinterest income was recognized using the accrual method of incomerecognition. The
amount of interest income that would have been recorded under the original termsfor the above loans was
$352 and $272 for the quarters ended September 30, 2003 and 2002, respectively, and $816 and $514 for the
nine months ended September 30, 2003 and 2002, respectively.

6. RISK ELEMENTS

Nonperforming assetsinclude loans on which nointerest is currently being accrued, principal or interest has
been in default for a period of 90 days or more and for which the terms have been modified due to
deterioration in the financial position of the borrower. Loans are designated as nonaccrual when, in the
opinion of management, the collection of principal or interest isdoubtful. Thisgenerally occurswhen aloan
becomes 90 days past due asto principal or interest unlesstheloan isboth well secured and in the process of
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collection. When interest accrual s are discontinued, unpaid interest credited toincomein the current year is
reversed, and unpaid interest accrued in prior yearsis charged to the allowance for loan losses. Other real
estate owned consists of property acquired through foreclosure and is stated at the lower of cost or fair value
less estimated selling costs.

Nonperforming assets are summarized as follows:

September 30, December 31,

2003 2002
Nonaccrual loans $ 8,998 $ 6,890
Loans past due 90 days or more and still accruing interest 9,468 8,461
Tota nonperforming loans 18,466 15,351
Other real estate owned 3,225 4,267
Total nonperforming assets $21,691 $19,618

7. INTANGIBLE ASSETS

Total goodwill of $89,574 and $90,416 as of September 30, 2003 and December 31, 2002, respectively, is
comprised of goodwill recorded in United’s community banking segment. During the first nine months of
2003, the carrying amount of goodwill decreased $842 thousand due to the exercise of non-qualified stock
options related to the Century acquisition.

The following is a summary of intangible assets subject to amortization and those not subject to
amortization:

Asof September 30, 2003

Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
Amortized intangible assets:
Core deposit intangible assets $ 14,143 ($ 9,544) $ 4,599
Goodwill not subject to amortization $112,919 ($23,345) $89,574
As of December 31, 2002
Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
Amortized intangible assets:
Core deposit intangible assets $ 14,143 ($ 8,274) $ 5,869
Goodwill not subject to amortization $113,761 ($23,345) $90,416
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United incurred amortization expense of $412 and $1,270 for the quarter and nine months ended September
30, 2003, respectively, related to intangible assets.

8. BORROWINGS

United has various unused lines of credit available from certain of its correspondent banksin the aggregate
amount of $220,000. These lines of credit, which bear interest at prevailing market rates, permit United to
borrow funds in the overnight market, and are renewable annually subject to certain conditions.

United, through the parent company, has available funds of $40,000 to provide for general liquidity needs
under a one year renewabl e collateralized line of credit. Theline of credit carries a LIBOR-based indexed
floating rate of interest. At September 30, 2003, United had an outstanding balance under theline of credit of
$34,000 at an interest rate of 1.87%.

United Bank (VA) participatesin the Treasury Investment Program, which isessentially theU.S. Treasury’s
savings account for companies depositing employment and other tax payments. The bank retainsthe funds
in an open-ended interest-bearing note until the Treasury withdrawsor “calls’ thefunds. A maximum note
balanceis established and that amount must be collateralized at all times. All tax depositsor aportion of the
tax deposits up to the maximum balance are generally available as a source of short-term investment
funding. As of September 30, 2003, United Bank (VA) had an outstanding balance of $4,867 and had
additional funding available of approximately $133 thousand.

United's subsidiary banks are members of the Federal Home Loan Bank (FHLB). Membershipinthe FHLB
makes avail able short-term and |ong-term borrowingsfrom coll ateralized advances. At September 30, 2003,
United had an unused borrowing amount of approximately $517,245 available. However, without the
delivery of additiona collateral, United has approximately $62,959 availablefor advancesfrom the FHLB at
prevailing interest rates.

In July of 2003, United entered into a $100 million notional amount interest rate swap agreement. Interest
rate swaps obligate two parties to exchange one or more payments generally calculated with referenceto a
fixed or variablerate of interest applied to the notional amount. United entered into theinterest rate swapin
an effort to offset aportion of the cost on along-term fixed rate FHLB advance. Thefair value of theinterest
rate swap is recognized on the balance sheet as either a freestanding asset or liability. At September 30,
2003, thefair value of the swap was $5.00 million. Adjustmentsto thefair value of the swap arerecorded as
a corresponding adjustment within FHLB advances on the balance sheet with no impact to earnings.
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At September 30, 2003, $784,313 of FHLB advances with a weighted-average interest rate of 5.53% are
scheduled to mature from one to twenty years. At September 30, 2003, the scheduled maturities of FHLB
advances are as follows:

Year Amount
2003 $ 139
2004 113,741
2005 90,000
2006 2,100
2007 and theresfter 578,333
Total $784,313

9. TRUST PREFERRED SECURITIES

United has three statutory business trusts that were formed for the purpose of issuing or participating in
pools of trust preferred capital securities (Capital Securities) with the proceeds invested in junior
subordinated debt securities (Debentures) of United. The Debentures, which are subordinate and junior in
right of payment to all present and future senior indebtedness and certain other financial obligations of
United, are the sole assets of the trusts and United' s payment under the Debentures is the sole source of
revenue for the trusts. Dividends to the holders of the Capital Securities are included in the Consolidated
Statements of Income as interest expense. The Capital Securities are presented as a separate category of
long-term debt on the Consolidated Balance Sheets entitled "Mandatorily redeemable capital securities of
subsidiary trusts." The Capital Securities are not included as a component of stockholders equity in the
Consolidated Balance Sheets. United fully and unconditionally guarantees each individual trust'sobligations
under the Capital Securities.

Under the provisions of the subordinated debt, United has the right to defer payment of interest on the
subordinated debt at any time, or from time to time, for periods not exceeding five years. If interest
payments on the subordinated debt are deferred, the dividends on the Capital Securities are also deferred.
Interest on the subordinated debt is cumulative.

During the fourth quarter of 2002, United formed United Statutory Trust | (United Trust 1) and United

Statutory Trust Il (United Trust 1) to participate in two pooled Capital Securities offeringsin two separate
transactionstotaling $20.0 million. United Trust | participated in a$10.0 million Capita Securitiesoffering
of a third party and received net cash proceeds of $9.710 million after considering the third party’s
placement fee. The proceedswereinvested injunior subordinated debts of United paying interest quarterly at
a floating rate equal to 3-month LIBOR plus 325 basis points subject to an interest rate cap of 11.75%.
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United Trust Il participated in a$10.0 million Capital Securities offering of athird party and received net
cash proceeds of $9.695 million after considering the third party’s placement fee. The proceeds were
invested in an equivalent amount of floating rate junior subordinated debts of United paying interest
quarterly at afloating rate equal to 3-month LIBOR plus 335 basis points subject to an interest rate cap of
12.50%. Under the terms of the transactions, the Capital Securitieswill have amaturity of 30 yearsand are
redeemabl e after five yearswith certain exceptions. United is using the proceeds from the Capital Securities
offeringsto repurchase outstanding shares of its common stock and to fund growth. For regulatory purposes,
the $20.0 million total of Capital Securitiesfor the two trusts qualifiesas Tier | capital in accordance with
regulatory reporting requirements.

Aspart of the acquisition of Century, United assumed all the obligationsof Century and itssubsidiaries. One
such subsidiary, Century Capital Trust | (Century Trust) isastatutory businesstrust formed during the first
quarter of 2000. Century Trust issued $8.8 million of Capital Securitiesto athird party and received net cash
proceeds of $8.536 million after considering the underwriter’ s discount. For regulatory purposes, the $8.8
million of Capital Securities are included in Tier Il capital in accordance with regulatory reporting
regquirements. The Capital Securities pay cash dividends semiannually at an annual rate of 10.875% of the
liquidation preference. Subject to the prior approval of the Federal Reserve Board, the Capital Securities, the
assets of the Century Trust, and the common securitiesissued by Century Trust are redeemable at the option
of United inwholeor in part on or after March 8, 2010, or at any time, in whole but not in part, from the date
of issuance, upon the occurrence of certain events.

10. COMMITMENTSAND CONTINGENT LIABILITIES

United isaparty to financial instrumentswith off-balance-sheet risk in the normal course of businessto meet
the financing needs of its customers and to alter its own exposure to fluctuations in interest rates. These
financial instrumentsinclude loan commitments, standby letters of credit, and commercial |etters of credit.
Theinstrumentsinvolve, to varying degrees, el ements of credit and interest raterisk in excess of the amount
recognized in the financial statements.

United's maximum exposure to credit loss in the event of nonperformance by the counterparty to the
financial instrument for the loan commitments and standby letters of credit is the contractual or notional
amount of those instruments. United uses the same policies in making commitments and conditional
obligations as it does for on-balance sheet instruments. Collateral may be obtained, if deemed necessary,
based on management's credit evaluation of the counterparty.

Commitments to extend credit are agreementsto lend to a customer aslong as there is no violation of any
condition established in the commitment contract. Commitments generally have fixed expiration dates or
other termination clauses and may require the payment of a fee. Since many of the commitments are
expected to expire without being drawn upon, the total commitment amounts do not necessarily represent
future cash reguirements. United had approximately $1,775,752 and $1,285,533 of loan commitments
outstanding as of September 30, 2003 and December 31, 2002, respectively, the majority of which expire
within one year.

United is required to recognize its commitments with borrowers (interest rate lock commitments) and
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investors (best efforts commitments) on loans originated for salein its mortgage banking operations. These
commitments are entered into with the borrower and investor to managetheinherent interest rate and pricing
risk associated with selling loans in the secondary market. These derivatives are accounted for by
recognizing the fair value of the contracts and commitments on the balance sheet as either a freestanding
asset or liability. Thefair values of theinterest ratelock commitmentswere $694 thousand and $1.26 million
at September 30, 2003 and December 31, 2002, respectively. Thefair valuesof the best efforts commitments
were $1.06 million and $3.32 million at September 30, 2003 and December 31, 2002, respectively. The
interest rate lock commitments generally terminate once the loan is funded, the lock period expires or the
borrower decides not to enter into theloan. Thebest efforts commitments generally terminate oncetheloan
is sold, the commitment period expires or the borrower decides not to enter into the loan. At September 30,
2003 and December 31, 2002, United had commitmentsto originate $394,427 and $249,979, respectively, of
mortgage loans to sell in the secondary market.

Commercial and standby letters of credit are agreements used by United's customers as a means of
improving their credit standing in their dealings with others. Under these agreements, United guarantees
certain financial commitments of its customers. A commercial letter of credit is issued specifically to
facilitate trade or commerce. Typically, under the terms of a commercial letter of credit, acommitment is
drawn upon when the underlying transaction is consummated as intended between the customer and athird
party. United has issued commercial letters of credit of $4,336 and $3,171 as of September 30, 2003 and
December 31, 2002, respectively. A standby letter of credit is generally contingent upon the failure of a
customer to perform according to the terms of an underlying contract with athird party. United has issued
standby letters of credit of $104,239 and $95,923 as of September 30, 2003 and December 31, 2002,
respectively. In accordance with FIN 45, United has determined that substantially all of itsletters of credit
arerenewed on an annual basis. The feesand liability associated with these | etters of credit areimmaterial.
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11. LINE OF BUSINESS REPORTING

United's principal business activities are community banking and mortgage banking. The following
information is based on United’ s current management structure and presents results of operations asif the
community banking and mortgage banking segments were operated on astand-alone basis. Theresultsare
not necessarily comparable with similar information of other companies.

General
Mortgage Community Corporate
Banking Banking and Other* Consolidated

(In thousands)

Three months ended September 30, 2003

Net interest income $ 4770 $ 42468 B 284 $ 47,522
Provision for loan losses - 2,222 - 2,222
Net interest income after provision for loan losses 4,770 40,246 284 45,300
Noninterest income 15,834 12,617 199 28,650
Noninterest expense 13,721 26,986 500 41,207
Income (loss) before income taxes 6,883 25,877 an 32,743
Income tax expense (benefit) 1,873 7,954 4 9,823
Net income (10ss) 5,010 17,923 (13) 22,920
Average total assets (liabilities) 587,803 5,327,800 (182,816) 5,732,787
Three months ended September_30, 2002

Net interest income $ 3026 $ 50180 $ 530 $ 53,736
Provision for loan losses - 1,823 - 1,823
Net interest income after provision for loan losses 3,026 48,357 530 51,913
Noninterest income 11,203 7,487 39 18,729
Noninterest expense 10,601 28,591 (495) 38,697
Income before income taxes 3,628 27,253 1,064 31,945
Income tax expense 1,012 8,266 314 9,592
Net income 2,616 18,987 750 22,353
Average total assets (liabilities) 351,909 5,327,505 (50,426) 5,628,988
Nine months ended September 30, 2003

Net interest income $ 13803 $ 128185 $ 857 $ 142,845
Provision for loan losses - 5,973 - 5,973
Net interest income after provision for loan losses 13,803 122,212 857 136,872
Noninterest income 42,073 37,543 419 80,036
Noninterest expense 37,539 81,693 150 119,382
Income before income taxes 18,338 78,063 1,126 97,526
Income tax expense 5,037 23,883 338 29,258
Net income 13,300 54,180 788 68,268
Average total assets (liabilities) 539,982 5,253,145 (101,446) 5,691,681

* General corporate and other includes intercompany eliminations
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General
Mortgage Community Corporate
Banking Banking and Other* Consolidated

(In thousands)

Nine months ended September 30, 2002

Net interest income $ 7624 $ 146365 $ 1,811 $ 155,800
Provision for loan losses - 5,725 - 5,725
Net interest income after provision for loan losses 7,624 140,640 1,811 150,075
Noninterest income 24,801 27,224 (89) 51,936
Noninterest expense 23,214 82,691 (349) 105,556
Income before income taxes 9,211 85,173 2,071 96,455
Income tax expense 2,483 26,927 665 30,075
Net income 6,728 58,246 1,406 66,380
Average total assets (liabilities) 254,137 5,382,687 (105,176) 5,531,648

* General Corporate and Other includes intercompany eliminations
12. COMPREHENSIVE INCOME

The components of total comprehensive income for the three and nine months ended September 30, 2003
and 2002 are as follows:

Three Months Ended Nine Months Ended
September 30 September 30
2003 2002 2003 2002
Net Income $ 22,920 $ 22,353 $ 68,268 $ 66,380
Other Comprehensive Income (Loss), Net of Tax:
Unrealized (loss) gain on available for sale
securities arising during the period (8,750) 2,839 (9,918) 3,225
Less: Reclassification adjustment for gains
(losses) included in net income 2,080 (1,180) 1,247 5,385
Amortization on the unrealized loss for
securities transferred from the available
for sale to the held to maturity investment
portfolio 185 83 432 405
Total Comprehensive Income $ 16,435 $ 24,095 $ 60029 $ $ 75,39
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13. EARNINGS PER SHARE

The reconciliation of the numerator and denominator of basic earnings per share with that of diluted
earnings per shareis presented as follows:

Three Months Ended Nine Months Ended
September 30 September 30

(Dollars in thousands, except per share) 2003 2002 2003 2002
Basic
Net Income $22,920 $22,353 $68,268 $66,380
Average common shares outstanding 41,328,476 42,419,925 41,615,354 42,667,849
Earnings per basic common share $ 055 $ 053 $ 164 $ 1.56
Diluted
Net Income $22,920 $22,353 $68,268 $66,380
Average common shares outstanding 41,328,476 42,419,925 41,615,354 42,667,849
Equivaent Shares from stock options 494,535 683,584 475,908 680,819
Average diluted shares outstanding 41,823,011 43,103,509 42,091,262 43,348,668
Earnings per diluted common share $ 055 $ 052 $ 162 $ 153
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14. EARNING ASSETSAND INTEREST-BEARING LIABILITIES

Thefollowing table shows the daily average balance of major categories of assetsand liabilitiesfor each of
the three-month periods ended September 30, 2003 and September 30, 2002 with the interest rate earned or

paid on such amount.

Three Months Ended
September 30, 2003
Average Avg.
(Dollars in thousands) Balance I nterest Rate
ASSETS
Earning Assets:
Federal funds sold and securities repurchased
Under agreementsto resell and other
short-term investments $ 36559 $ 158 1.71%
Investment Securities:
Taxable 1,095,811 11,331 4.10%
Tax-exempt (1) (2) 183,479 3,081 6.66%
Total Securities 1.279.290 14.412 4.47%
Loans, net of unearned income (1) (2) (3) 4,057,955 59,909 5.87%

Allowance for loan losses (46,902)

Net loans 4,011,053 5.94%
Total earning assets 5326,902 $ 74,479 5.57%
Other assets 405,885

TOTAL ASSETS  $5,732,787
LIABILITIES
Interest-Bearing Funds:
Interest-bearing deposits $3,006,322 $ 11,994 1.58%
Federal funds purchased, repurchase
agreements and other short-term
borrowings 558,438 1,535 1.09%
FHLB advances and other long-term
borrowings 805,536 10,930 5.38%
Total Interest-Bearing Funds 4,370,296 24,459 2.22%
Demand deposits 758,103
Accrued expenses and other liabilities 49,838
TOTAL LIABILITIES 5,178,237
SHAREHOLDERS EQUITY 554,550
TOTAL LIABILITIESAND
SHAREHOLDERS' EQUITY  $5,732,787
NET INTEREST INCOME $ 50,020
INTEREST SPREAD 3.35%
NET INTEREST MARGIN 3.75%

(1) Theinterestincome and theyields on federally nontaxable loans and investment securities are presented on atax-equivaent basis using the statutory federal

Three Months Ended
September 30. 2002
Average Avg.
Balance Interest Rate
$ 14,106 $ 61 1.72%
1,215,486 18,742 6.12%
190,470 3,346 6.97%
1.405.956 22.088 6.23%
3,917,277 66,989 6.80%
(47,578)
3,869,699 6.89%
5289,761 $ 89,138 6.71%
339,227
$5,628,988
$3,148543 $ 19,185 2.42%
536,403 2,732 2.02%
689,650 10,760 6.19%
4,374,596 32,677 2.96%
606,176
106,528
5,087,300
541,688
_$5628,988
$ 56461
3.75%
4.26%

income tax rate of 35%. (2) Theinterest income and the yields on state nontaxable loans and investment securities are presented on a tax-equivalent basis
using the statutory state income tax rate of 9. (3) Nonaccruing loans are included in the daily average loan amounts outstanding.
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Thefollowing table shows the daily average balance of major categories of assetsand liabilitiesfor each of

the nine-month periods ended September 30, 2003 and September 30, 2002 with the interest rate earned or

paid on such amount.

Nine M onths Ended
September 30. 2003

Average Avg.
(Dollars in thousands) Balance I nterest Rate
ASSETS
Earning Assets:
Federal funds sold and securities repurchased
under agreements to resell and other
short-term investments $ 73183 $ 761 1.39%
Investment Securities:
Taxable 1,112,562 37,935 4.56%
Tax-exempt (1) (2) 185,462 9,588 6.91%
Total Securities 1.298.024 47.524 4.90%
Loans, net of unearned income (1) (2) (3) 3,986,539 182,701 6.12%

Allowance for loan losses (46,998)

Net loans 3,939,541 6.19%
Total earning assets 5,310,748 $ 230,986 5.82%
Other assets 380,933

TOTAL ASSETS  $5,691,681
LIABILITIES
Interest-Bearing Funds:
Interest-bearing deposits $3,078,804 $ 42,072 1.83%
Federal funds purchased, repurchase
agreements and other short-term
borrowings 536,064 5,833 1.45%
FHLB advances and other long-term
borrowings 743,618 32,716 5.88%
Total Interest-Bearing Funds 4,358,486 80,621 2.47%
Demand deposits 731,307
Accrued expenses and other liabilities 51,223
TOTAL LIABILITIES 5,141,016
SHAREHOLDERS EQUITY 550,665
TOTAL LIABILITIESAND
SHAREHOLDERS' EQUITY  $5,691,681
NET INTEREST INCOME $ 150,365
INTEREST SPREAD 3.35%
NET INTEREST MARGIN 3.78%

Nine M onths Ended
September 30. 2002

Average Avg.
Balance Interest Rate
$ 40566 $ 506 1.67%
1,228,711 55,718 6.06%
192,035 10,314 7.18%
1.420.746 66.032 6.21%
3,777,514 198,157 7.01%
(47,699)
3,729,815 7.10%
5,191,127 $ 264,695 6.82%
_ 340521
95,531,648
$3,143915 $ 61,260 2.61%
495,262 7,497 2.02%
690,044 31,832 6.17%
4,329,221 100,589 3.11%
591,476
84,268
5,004,965
526,683
_$5531,648
$ 164,106
3.71%
4.22%

(1) Theinterest income and the yields on federally nontaxableloans and investment securities are presented on atax-equivalent basisusing

the statutory federal income tax rate of 35%.

(2) Theinterest income and the yields on state nontaxable |oans and investment securities are presented on atax-equivalent basisusing the

statutory state income tax rate of 9%.
(3) Nonaccruing loans are included in the daily average |loan amounts outstanding.

25



Item 2. MANAGEMENT'S DISCUSSION AND ANALY SIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

FORWARD-LOOKING STATEMENTS

Congress passed the Private Securities Litigation Act of 1995 to encourage corporationsto provideinvestors
with information about the company’ s anticipated future financial performance, goals, and strategies. The
act provides asafe harbor for such disclosure, in other words, protection from unwarranted litigationif actual
results are not the same as management expectations.

United desiresto provideits shareholders with sound information about past performance and future trends.
Conseguently, any forward-looking statements contained in thisreport, in areport incorporated by reference
to this report, or made by management of United in this report, in any other reports and filings, in press
releases and in oral statements, involves numerous assumptions, risks and uncertainties.

Actual resultscould differ materially from those contained in or implied by United’ s statementsfor avariety
of factors including, but not limited to: changes in economic conditions, movements in interest rates;
competitive pressures on product pricing and services; success and timing of business strategi es; the nature
and extent of governmental actions and reforms; and rapidly changing technology and evolving banking
industry standards.

APPLICATION OF CRITICAL ACCOUNTING POLICIES

The accounting and reporting policies of United conform with accounting principles generally accepted in
the United States. In preparing the consolidated financial statements, management is required to make
estimates, assumptions and judgments that affect the amounts reported in the financial statements and
accompanying notes. These estimates, assumptions and judgments are based on information available as of
the date of the financial statements. Actual results could differ from these estimates. These policies, along
with the disclosures presented in the other financial statement notes and in this financial review, provide
information on how significant assets and liabilities are valued in the financia statements and how those
values are determined. Based on the valuation techniques used and the sensitivity of financial statement
amountsto the methods, assumptions, and estimates underlying those amounts, management hasidentified
the determination of the allowancefor |oan losses and the val uation of retained interestsin securitized assets
to bethe accounting areas that require the most subjective or complex judgments, and as such could be most
subject to revision as new information becomes available.

Thealowancefor |loan | osses represents management’ s estimate of the probable credit lossesinherent inthe
loan portfolio. Determining the amount of the allowance for loan lossesis considered acritical accounting
estimate because management’ s evaluation of the adequacy of the allowance for loan losses is inherently
subjective and requires significant estimates, including the amounts and timing of estimated future cash
flows, estimated losses on pools of loans based on historical 10ss experience, and consideration of current
economic trends, all of which are susceptible to constant and significant change. In determining the
components of the allowance for loan losses, management considers the risk arising in part from, but not
limited to, charge-off and delinquency trends, current economic and business conditions, lending policies
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and procedures, the size and risk characteristics of the loan portfolio, concentrations of credit, and other
various factors. The methodology used to determine the allowance for loan lossesis described in Note 5 to
the unaudited consolidated financia statements and in Notes to the consolidated financial statements of
United included in its annual report to shareholders. A discussion of the factors leading to changesin the
amount of the allowance for loan losses is included in the Provision for Loan Losses section of this
Management’ s Discussion and Analysis of Financial Condition and Results of Operations.

Retained interests in securitized financial assets are recorded at the their estimated fair valuesin securities
availablefor sale. Since quoted market pricesare generally not availablefor retained interests, United relies
on discounted cash flow modeling techniques to estimate fair values based on the present value of future
expected cash flows using management’s best estimates of key assumptions—credit |osses, prepayment
speeds, forward yield curves, and discount rates commensurate with therisksinvolved. Becausethevalues
of the assets are sensitive to changes in these key assumptions, the valuation of retained interests is
considered a critical accounting estimate. A discussion of the accounting for these securitized financial
assets aswell as sensitivity analyses showing how these assets’ value change dueto adverse changesin key
assumptions is presented in the Interest Rate Risk section of the Quantitative and Qualitative Disclosures
About Market Risk.

United is required to recognize its commitments with borrowers (interest rate lock commitments) and
investors (best efforts commitments) on loans originated for salein its mortgage banking operations. These
commitments are entered into with the borrower and investor to managetheinherent interest rate and pricing
risk associated with selling loans in the secondary market. These derivatives are accounted for by
recognizing the fair value of the contracts and commitments on the balance sheet as either a freestanding
asset or liability. The valuation of these derivativeinstrumentsis considered critical because carrying assets
and liabilities at fair value inherently resultsin morefinancial statement volatility. Thefair values and the
information used to record val uation adjustmentsfor certain assets and liabilitiesare provided by third-party
sources. A discussion on the accounting for and use of these derivativesis presented in Note 10 to the
unaudited Notes to Consolidated Financial Statements.

Any material effect on thefinancial statementsrelated to these critical accounting areas arefurther discussed
in this Management’ s Discussion and Analysis of Financial Condition and Results of Operations.

Thefollowingisabroad overview of the financial condition and results of operationsand isnot intended to
replace the more detailed discussion, which is presented under specific headings on the following pages.

FINANCIAL CONDITION

United' stotal assetsas of September 30, 2003 were $5.73 billion, down $60.03 million from year-end 2002
primarily the result of a decrease in loans held for sale and securities. Partially offsetting these decreases
were increasesin portfolio loans, cash and cash equivalents and other assets. Thedecreaseintotal assetsis
reflected in a corresponding decrease in total liabilities of $63.03 million. Shareholders' equity increased
$3.00 million from year-end 2002. The decrease in total liabilities was due mainly to decreases in interest
bearing deposits, short-term borrowingsand accrued expenseswhiletheincreasein shareholders’ equity was
dueto current period earningsless dividends. Thefollowing discussion explainsin more detail the changes
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in financial condition by major category.

Cash and Cash Equivalents

Cash and cash equivalents increased $85.58 million comparing September 30, 2003 to year-end 2002. Of
this total increase, cash and due from banks increased $7.48 million, interest-bearing deposits with other
banksincreased $22.52 million, and federal funds sold increased $55.58 million. During the nine months of
2003, net cash of $151.47 million and $110.78 million was used in investing and financing activities,
respectively, while $347.83 million of net cash was provided by operating activities.

Securities

Total investment securities decreased $11.53 million since year-end 2002. Securities available for sale
decreased $4.01 million or lessthan 1.00%. Thischangereflects $1.20 billion in sales, maturitiesand calls
of securities, $1.21 billion in purchases and a decrease of $13.25 million in fair value. Securities held to
maturity decreased $7.52 million or 2.86%. This decrease was due largely to maturities and calls of
securities within the portfolio during the nine months of 2003. The amortized cost and estimated fair value
of investment securities, including types and remaining maturities, is presented in Note 3 to the unaudited
Notes to Consolidated Financia Statements.

Loans

Loans held for sale decreased $279.78 million or 48.01% as loan sales in the secondary market exceeded
originations during thefirst nine months of 2003. Portfolio |oans, net of unearned income, increased $73.54
million or 2.06%. The increase in portfolio loans was primarily attributable to increases in commercial,
construction, and consumer loans of $26.91 million, $33.70 million and $14.76 million, respectively.
Partialy offsetting these |oan increases was a $10.22 million decrease in commercial and other real estate
loans. For asummary of major classifications of loans, see Note 4 to the unaudited Notes to Consolidated
Financial Statements.

Other Assets

Other assets increased $77.78 million or 139.49% since year-end 2002. During the first nine months of
2003, United purchased $70 million of bank-owned lifeinsurance (BOLI). The purchase of BOLI represents
a tax-advantaged financing strategy that permits the company to meet its increasing benefit liability
obligationsin amore cost-effective manner. Theintent isto create an independent source of fundsto recoup
some of the benefit expenses. The policies earnings, including death proceeds, will be used to offset and
recover a portion of the costs to carry the policies. Interest earned on the cash value is not subject to tax
unless the policies are surrendered or borrowed against before the insured’ s death.

Deposits
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Total depositsat September 30, 2003 decreased $133.79 million or 3.43% since year-end 2002. In terms of
composition, noninterest-bearing deposits increased $56.05 million. Interest-bearing deposits decreased
$189.84 million from December 31, 2002 due mainly to a$46.36 million decreasein brokered deposits and
the discontinuance of a checking account product that paid higher interest rates than the current market.

Borrowings

United' s total borrowed funds increased $79.44 million for the first nine months of 2003. Since year-end
2002, short-term borrowings decreased $25.15 million or 4.39% while long-term borrowings increased
$104.59 million or 14.76%. United has increased its long-term borrowings in an effort to “lock-in” low
interest rates. For a further discussion of borrowings, see Note 8 to the unaudited Notes to Consolidated
Financial Statements.

Shareholders Equity

Shareholders' equity increased $3.00 million from December 31, 2002 as United continued to balance
capital adequacy and returnsto shareholders. The slight increase in shareholders' equity was due mainly to
net retained earningsin excess of dividendsfor the first nine months of 2003 of $37.17 million. Since year-
end, United has experienced adecrease of $8.61 million, net of deferred incometaxes, inthefair valueof its
available for sale investment portfolio. Treasury stock has increased $24.35 million since year-end 2002.
During the first nine months of 2003, 848,700 shares were repurchased to complete a plan announced by
United in February of 2002 to repurchase up to 1.72 million shares of its common stock on the open market.
In May of 2003, United’ sBoard of Directors approved anew plan to repurchase up to 1.65 million shares of
United’'s common stock on the open market, of which 97,044 shares were repurchased during the third
quarter.

RESULTS OF OPERATIONS
Overview

Net income for the first nine months of 2003 was $68.27 million or $1.62 per diluted share compared to
$66.38 million or $1.53 per share for the first nine months of 2002. Thisrepresentsa2.84% increasein net
income and a 5.88% increase in earnings per share. Net income for the third quarter of 2003 was $22.92
million, anincrease of 2.54% from the $22.35 million reported for the prior year quarter. Third quarter 2003
earnings were $0.55 per diluted share, an increase of 5.77% from the $0.52 per share reported for the third
quarter of 2002. United’ sreturn on average assetswas 1.59% for the third quarter of 2003, up from 1.58%in
the third quarter of 2002. Return on average equity was 16.40% for the third quarter of 2003 compared to
16.37% for last year’s third quarter. For the nine months ended September 30, 2003, United achieved an
annualized return on average assets of 1.60% and an annualized return on average equity of 16.58%
compared with 1.60% and 16.85%, respectively, for the same time periods in 2002.

The net interest margin was 3.78% for the first nine months of 2003 compared to 4.22% for the first nine
months of 2002. Tax-equivalent net interest income decreased $13.74 million or 8.37% for the first nine
months of 2003 as compared to the same period for 2002.The net interest margin for the third quarter 2003
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was 3.75%, a51 basis points decrease from the 4.26% net interest margin for the third quarter of 2002. Tax-
equivalent net interest income decreased $6.44 million or 11.41% for the third quarter of 2003 as compared
to the same period for 2002. The provision for loan losses was $5.97 million for the first nine months of
2003 as compared to $5.73 million for the first nine months of 2002. For the quarters ended September 30,
2003 and 2002, the provision for loan losseswas $2.22 million and $1.82 million, respectively. Noninterest
income was $80.04 million for thefirst nine months of 2003, up $28.10 million or 54.11% when compared
to the first nine months of 2002. For the third quarter of 2003, noninterest income was $28.65 million, an
increase of $9.92 million or 52.97% from the third quarter of 2002. Noninterest expensesincreased $13.83
million or 13.10% for the first nine months of 2003 compared to the same period in 2002. For the third
quarter of 2003, noninterest expenses increased $2.51 million or 6.49% from the third quarter of 2002.
United' seffectivetax rate was 30.00% and 31.18% for the first nine months of 2003 and 2002, respectively.

Net | nterest Income

As is the case with many financial institutions, United has experienced compression in its net interest
margin. Assetsarerepricing at historically low levelswith little flexibility for a corresponding decreasein
rates paid on interest-bearing liabilitieswhile aflat economy is hindering loan growth. Tax-equivalent net
interest income decreased $6.44 million or 11.41% and $13.74 million or 8.37% for the third quarter and
first nine months of 2003, respectively, when compared to the same periods of 2002.

For thethird quarter of 2003, United’ syield on average earning assets declined 114 basispointsastheyield
on average securities and loans declined 176 and 95 basis points, respectively, from the third quarter of
2002. United’ scost of averageinterest-bearing funds declined 74 basis pointsfrom the third quarter of 2002;
however, that decrease was not enough to offset the aforementioned declinein theyield on average earning
assets. On alinked quarter basis, net interest income remained relatively stable at $50.02 million while the
net interest margin decreased 8 basis points from 3.83% in the second quarter of 2003.

For the first nine months of 2003, United’ syield on average earning assets declined 100 basis points asthe
yield on average securities and loans declined 131 and 91 basis points, respectively, from the first nine
months of 2002. United’ s cost of average interest-bearing funds declined 64 basis points from thefirst nine
months of 2002; however, that decrease was not enough to offset the af orementioned declinein theyield on
average earning assets.

Provision for L oan L osses

Credit quality continues to compare favorably against peer group averages, despite sluggish economic
conditions. Nonperforming loans were $18.47 million or 0.51% of loans, net of unearned income at
September 30, 2003 as compared to $15.35 million or 0.43% of |oans, net of unearned income, at December
31, 2002. The components of nonperforming loans include nonaccrual loans and loans, which are
contractually past due 90 days or more as to interest or principal, but have not been put on a nonaccrual
basis. Nonaccrua loans and loans past due 90 days or more were $9.00 million and $9.47 million,
respectively at September 30, 2003 as compared to $6.89 million and $8.46 million, respectively at year-end
2002. The $2.11 millionincreasein nonaccrual loanswas primarily dueto two large commercial loansbeing
classified as nonaccrual during thefirst nine months of 2003. The $1.01 millionincreaseinloans past due 90
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daysor morewas a so dueto two large commercial loans being 90 days or more delinquent at September 30,
2003. Theincreasein nonaccrual loans and loans past due 90 days or more were considered inthe analysis
of the September 30, 2003 allowance for loan losses. Total nonperforming assets of $21.69 million,
including OREO of $3.22 million at September 30, 2003, represented 0.38% of total assetsat the end of the
third quarter. For a summary of nonperforming assets, see Note 6 to the unaudited consolidated financial
statements.

At September 30, 2003, impaired loans were $16.38 million, which was an increase of $6.36 million from
the $10.02 million in impaired loans at December 31, 2002. In addition to the two previously mentioned
large nonaccrual commercial loans, the increase in impaired loans since year-end was due mainly to two
additiona largecommercial creditstotaling $2.86 million that were classified asimpaired but still accruing
interest at September 30, 2003. For further details, see Note 5 to the unaudited consolidated financial
statements.

United evaluates the adequacy of the alowance for loan losses on a quarterly basis and its loan
administration policies are focused upon the risk characteristics of the loan portfolio. United's processfor
evaluating the allowanceisaformal company-wide processthat focuses on early identification of potential
problem credits and procedural discipline in managing and accounting for those credits. This process
determines the appropriate level of the allowance for loan losses, allocation among loan types, and the
resulting provision for loan losses.

At September 30, 2003, the alowance for loan losses was $46.93 million, compared to $47.39 million at
December 31, 2002. As a percentage of loans, net of unearned income, the allowance for loan losses was
1.29% at September 30, 2003 and 1.33% December 31, 2002. Theratio of the allowance for |oan lossesto
nonperforming loans was 254.16% and 308.7% at September 30, 2003 and December 31, 2002, respectively.

For the quarters ended September 30, 2003 and 2002, the provision for loan losses was $2.22 million and
$1.82 million, respectively, while the provision for the first nine months was $5.97 million for 2003 as
compared to $5.73 million for 2002. Net charge-offs were $2.13 million for the third quarter of 2003 as
compared to net charge-offs of $2.20 million for the previousyear quarter. Net charge-offsfor thefirst nine
months of 2003 were $6.43 million ascompared to $5.76 million for the first nine months of 2002. Note5to
the accompanying unaudited consolidated financial statements provide a progression of the allowance for
loan losses.

In determining the adequacy of the allowance for loan losses, management makes allocations to specific
commercia loans classified by management as to risk. Management determines the loan’s risk by
considering the borrowers' ability to repay, the collateral securing the credit and other borrower-specific
factors that may impact collectibility. Specific loss allocations are based on the present value of expected
future cash flows using the loan's effective interest rate, or asa practical expedient, at theloan's observable
market price or thefair value of the collateral if theloan iscollateral-dependent. Other commercia loans not
specifically reviewed on anindividual basisare eval uated based on loan pools, which are grouped by smilar
risk characteristics using management’ sinternal risk ratings. Allocationsfor these commercial |oan poolsare
determined based upon historical loss experience adjusted for current conditionsand risk factors. Allocations
for loans, other than commercial loans, are developed by applying historical 1oss experience adjusted for
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current conditions and risk factor to loan pools grouped by similar risk characteristics. Whilealocationsare
made to specific loans and pools of loans, the allowance is available for all loan losses.

United sformal company-wide process at September 30, 2003 produced increased all ocations within three
of the four loan categories from December 31, 2002. The components of the allowance allocated to
commercial loans increased $2.07 million as a result of adjustments primarily made to account for the
specific alocations of largeloans. The consumer |oan pool allocation increased $834 thousand asaresult of
changesin historical and qualitativelossfactors. Thereal estate construction loan pool allocation decreased
$178 thousand primarily due to changesin loan volume. The components of the allowance allocated to real
estate loans decreased $177 thousand as a result of decreased loan volume and changes in historical loss
factors.

Management believesthat the allowance for |oan losses of $46.93 million at September 30, 2003 is adequate
to provide for probable losses on existing loans based on information currently available.

Management is not aware of any potential problem loans, trends or uncertainties, which it reasonably
expects, will materially impact future operating results, liquidity, or capital resources which have not been
disclosed. Additionally, management has disclosed all known material credits, which cause management to
have serious doubts as to the ability of such borrowers to comply with the loan repayment schedules.

Other Income

Other income consists of al revenues that are not included in interest and fee income related to earning
assets. Noninterest income has been and will continue to be an important factor for improving United's
profitability. Recognizing the importance of other income, management continues to evaluate areas where
noninterest income can be enhanced. Noninterest income, excluding security transactions, increased $5.43
million or 23.51% and $21.22 million or 37.30% for the third quarter and first nine months of 2003,
respectively, when compared to the third quarter and first nine months of 2002. On alinked-quarter basis,
noninterest income, excluding security transactions, for the third quarter of 2003 increased $1.7 million or
6.21% from the second quarter of 2003.

Income from mortgage banking activitiesincreased $4.63 million or 41.34% for the third quarter of 2003 as
compared to the third quarter of 2002. On ayear-to-date basis, mortgage banking incomeincreased $17.27
million or 69.64% over last year’ sresults. Mortgage |oan origination activity increased 76% or $1.6 billion
for the first nine months of 2003 as compared to the same period in 2002 due to increased mortgage
refinancings as aresult of declining interest rates. More originations resulted in increased |oan salesin the
secondary market of 104% or $2.0 billion during the first nine months of 2003 in comparison to the same
time period in 2002. On alinked-quarter basis, mortgage banking incomeincreased $1.57 million or 10.98%.
Mortgage loans sold in the secondary market during the third quarter of 2003 increased $270.02 million or
21.68% from the second quarter of 2003 and loans originated for sale decreased $48.32 million or 3.67%
during the same time period.

Income from deposit services increased $640 thousand or 7.71% for the third quarter of 2003 when
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compared to the third quarter of 2002 whileincreasing $2.72 million or 11.66% for the first nine months of
2003 when compared to the first nine months of 2002.

Total noninterest income, including security transactions, increased $9.92 million or 52.97% and $28.10
million or 54.11% for the third quarter and first nine months of 2003, respectively, when compared to the
third quarter and first nine months of 2002. Included in the security transactions' totals for the first nine
months of 2003 isarecognized impairment charge of $37 thousand as compared to recognized impai rment
charges of $4.62 million for the first nine months of 2002. A minimal impairment charge of $2 thousand
related to securities was recorded in the third quarter of 2003 as compared to a recognized impairment
charge of $2.97 million for the third quarter of 2002. On a linked-quarter basis, United recognized no
impairment charge in the second quarter of 2003. Impai rment charges are determined based upon changesin
the value of these available for sale securities and assumptions as to the level of prepayment and default
activity during the time periods, which negatively affected the valuation of those securities to varying
degrees during the respective periods.

Other Expenses

Just as management continues to evaluate areas where noninterest income can be enhanced, it strives to
improve the efficiency of its operations to reduce costs. Other expensesinclude all items of expense other
than interest expense, the provision for loan losses, and income taxes. Other expenses increased $2.51
million or 6.49% and $13.83 million or 13.10% for the quarter and nine months ended September 30, 2003,
as compared to the same periods in 2002.

Total salariesand benefitsincreased by 18.12% or $3.91 million and 22.20% or $12.96 million for the third
quarter and first nine months of 2003 when compared to the same periods of 2002. The increase was due
mainly to higher sales activity in the mortgage banking segment as compensation and incentives for its
personnel are significantly tied to activity levels. On alinked quarter basis, salaries and benefits were up
5.45% or $1.32 million from the second quarter of 2003.

Net occupancy expense for the third quarter of 2003 decreased $213 thousand or 6.55% when compared to
thethird quarter of 2002. Net occupancy expensefor thefirst nine months of 2003 increased $307 thousand
or 3.30%, when compared to the first nine months of 2002. On a linked-quarter basis, net occupancy
declined $225 thousand or 6.89 % from the second quarter of 2003 due a decline in building maintenance
and utilities expense.

Other expenses decreased $1.19 million or 8.58% and $559 thousand or 1.48% for the third quarter and first
nine months of 2003, respectively, ascompared to the same periods of 2002. On alinked quarter basis, other
expense decreased $496 thousand or 3.77% due to a decrease in several general operating expense items.

Income Taxes
For the third quarter of 2003, income taxes were $9.82 million as compared to $9.59 million for the third

quarter of 2002. For the quarters ended September 30, 2003 and 2002, United's effective tax rates were
30.00% and 30.03%, respectively. For the first nine months of 2003 and 2002, income taxes were $29.26
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million and $30.08 million, respectively. United's effective tax rates were 30.00% and 31.18% during those
respective time periods.

Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

The objective of United's Asset/Liability Management function is to maintain consistent growth in net
interest incomewithin United’ s policy guidelines. Thisobjectiveisaccomplished through the management
of balance sheet liquidity and interest rate risk exposures due to changesin economic conditions, interest rate
levels and customer preferences.

Interest Rate Risk

Management considersinterest rate risk to be United’ s most significant market risk. Interest raterisk isthe
exposure to adverse changes in United's net interest income as a result of changes in interest rates.
Consistency in United' s earnings is largely dependent on the effective management of interest rate risk.

Interest rate risk management focuses on maintai ning consistent growth in net interest incomewithin Board-
approved policy limits. United’s Asset/Liability Management Committee (ALCO), which includes senior
management representatives and reportsto the Board of Directors, monitors and managesinterest raterisk to
maintain an acceptable level of changeto net interest income as aresult of changesin interest rates. Policy
established for interest rate risk is stated in terms of the change in net interest income over aone-year and
two-year horizon given animmediate and sustained increase or decreasein interest rates. Thecurrent limits
approved by the Board of Directors are structured on a staged basis with each stage requiring specific
actions.

United employs a variety of measurement techniques to identify and manage its exposure to changing
interest rates. One such technique utilizes an earnings simulation model to analyze the sensitivity of net
interest income to movements in interest rates. The model is based on actual cash flows and repricing
characteristics for on and off-balance sheet instruments and incorporates market-based assumptions
regarding the impact of changing interest rates on the prepayment rate of certain assetsand liabilities. The
model al so includes executive management projectionsfor activity levelsin product lines offered by United.
Assumptions based on the historical behavior of deposit rates and balancesin relation to changesin interest
rates are al so incorporated into the model. Rate scenarios could involve parallel or nonparallel shiftsin the
yield curve, depending on historical, current, and expected conditions, as well as the need to capture any
material effectsof explicit or embedded options. These assumptionsareinherently uncertain and, asaresult,
the model cannot precisely measure net interest income or precisely predict the impact of fluctuationsin
interest rates on net interest income. Actual results will differ from simulated results due to timing,
magnitude and frequency of interest rate changes aswell as changesin market conditions and management’s
strategies. However, the earnings simulation model is currently the best tool available to executive
management for managing interest rate risk.

Interest sensitive assets and liabilities are defined as those assets or liabilities that mature or are repriced
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within a designated time frame. The principal function of interest rate risk management isto maintain an
appropriate relationship between those assets and liabilities that are sensitive to changing market interest
rates. Thedifference between rate sensitive assets and rate sensitiveliabilitiesfor specified periods of time
is known as the "GAP." Earnings-simulation analysis captures not only the potential of these interest
sensitive assets and liabilities to mature or reprice but also the probability that they will do so. Moreover,
earnings-simulation analysis considers the relative sensitivities of these balance sheet items and projects
their behavior over an extended period of time. United closely monitors the sensitivity of its assets and
liabilities on an on-going basis and projects the effect of various interest rate changes on its net interest
margin.

The following table shows United’ s estimated earnings sensitivity profile as of September 30, 2003 and
December 31, 2002:

Changein
Interest Rates Per centage Changein Net Interest Income
(basis points) September 30, 2003 December 31, 2002
+100 4.69% 5.07%
-100 -3.24% -3.95%

At September 30, 2003, given animmediate, sustained 100 basis point upward shock totheyield curve used
in the ssmulation model, net interest income for United is estimated to increase by 4.69% over one year as
compared to aoneyear increase of 5.07% as measured at December 31, 2002. A 100 basis point immediate,
sustained downward shock in theyield curve would decrease net interest income by an estimated 3.24% over
one year at September 30, 2003 as compared to aone year decrease of 3.95% as measured at December 31,
2002. The earnings sensitivity profile does not include the potential increased refinanced activitiesfromthe
mortgage company, which should lessen the negative impact on net income in adeclining rate environment.
While it is unlikely market rates would immediately move 100 basis points upward or downward on a
sustained basis, thisis another tool used by management and the Board of Directors to gauge interest rate
risk. All of these estimated changes in net interest income are and were within the policy guidelines
established by the Board of Directors.

To further aid in interest rate management, United's subsidiary banks are members of the Federa Home
Loan Bank (FHLB). The use of FHLB advances provides United with a low risk means of matching
maturities of earning assets and interest-bearing fundsto achieve adesired interest rate spread over thelife of
the earning assets.

Aspart of itsinterest rate risk management strategy, United may use derivative instrumentsto protect against
adverse price or interest rate movements on the value of certain assetsor liabilitiesand on future cash flows.
These derivatives commonly consist of interest rate swaps, caps, floors, collars, futures, forward contracts,
written and purchased options. In July of 2003, United entered into a$100 million notional amount interest
rate swap agreement. Interest rate swaps obligate two parties to exchange one or more payments generally
calculated with reference to a fixed or variable rate of interest applied to the notional anount. Under the
swap agreement, United will receive payment streams at afixed rate of 6.43% while paying avariablerate of
one-month LIBOR plus 3.5% on the $100 million for aterm of seven years. United entered into theinterest
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rate swap in an effort to offset aportion of the cost on along-term fixed rate FHLB advance. However, the
FHLB, at its discretion, can convert the fixed interest rate on the advance to avariable rate of three-month
LIBOR plus0.1%. If thisconversion occurs, under the swap agreement, United would then receivevariable
payment streams equival ent to three-month LIBOR plus 0.1% and pay avariablerate of three-month LIBOR
plus 3.5% over the remaining term. Under the provisions of SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities’, the interest rate swap is considered a fair value hedge. The swap
qualifiesfor the shortcut method of accounting treatment because the critical termsof the FHL B advanceand
the fixed rate payments to be received on the swap coincide and thus are effective in offsetting changesin
the fair value of the FHLB advance over its remaining term. The fair value of the interest rate swap is
recognized on the balance sheet as either a freestanding asset or liability. At September 30, 2003, the fair
value of the swap was $5.00 million. Adjustments to the fair value of the swap are recorded as a
corresponding adjustment within FHLB advances on the balance sheet with no impact to earnings.

During 1999, to better manage risk, United sold fixed-rate residential mortgage loans in a securitization
transaction. In that securitization, United retained subordinated interests that represent United’ s right to
future cash flows arising after theinvestorsin the securitization trust have received thereturn for which they
contracted. United does not receive annual servicing fees from this securitization because the loans are
serviced by an independent third-party. The investors and the securitization trust have no recourse to
United's other assets for failure of debtors to pay when due; however, United's retained interests are
subordinate to investors’ interests. The value of the retained interestsis subject to credit, prepayment, and
interest rate risks on the underlying financial assets. At the date of securitization, key economic assumptions
used in measuring the fair value of the retained interests were as follows. a weighted-average life of 5.3
years, expected cumulative credit losses of 15%, and discount rates of 8% to 18%.

K ey economic assumptions used in measuring the fair value of the retained interests at September 30, 2003
and December 31, 2002 were as follows:

September 30, December 31,
2003 2002
Weighted average life (in years) 2.8 3.1
Prepayment speed assumption (annual rate) 15.19% - 42.00% 15.19% - 42.00%
Cumulative default rate 19.21% 19.21%
Residual cash flows discount rate (annual rate) 3.91% - 13.08% 3.97% - 13.31%

At September 30, 2003 and December 31, 2002, the retained interests approximated $25 million and $34
million, respectively, and are carried in the securities available for sale investment portfolio.

Thefollowing table presents quantitativeinformation about delinquencies, net credit |osses, and components
of the underlying securitized financial assets consisting of the fixed-rate residential mortgage loans:

September 30, December 31,
2003 2002
Total principal amount of loans $47,837 $68,845

Principal amount of loans
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60 days or more past due 1,084 1,436
Y ear to date average balances 58,336 85,809
Y ear to date net credit |osses 2,369 5,112

Liquidity

United maintains, in the opinion of management, liquidity which is sufficient to satisfy its depositors
requirements and the credit needs of itscustomers. Likeall banks, United dependsupon itsability to renew
maturing deposits and other liabilities on adaily basis and to acquire new fundsin avariety of markets. A
significant source of funds available to United is “core deposits’. Core deposits include certain demand
deposits, statement and special savingsand NOW accounts. These depositsarerelatively stableand they are
the lowest cost source of funds available to United. Short-term borrowings have also been a significant
source of funds. Theseincludefederal funds purchased and securities sold under agreementsto repurchase.
Repurchase agreements represent funds, which are obtained as the result of a competitive bidding process.

Liquid assets are cash and those items readily convertible to cash. All banks must maintain sufficient
balances of cash and near-cash itemsto meet the day-to-day demands of customers. Other than cash and due
from banks, the avail able for sale securities portfolio, loans held for sale and maturing loans and investments
are the primary sources of liquidity.

The goal of liquidity management is to ensure the ability to access funding which enables United to
efficiently satisfy the cash flow requirements of depositors and borrowers and meet United's cash needs.
Liquidity is managed by monitoring funds availability from a number of primary sources. Funding is
available from cash and cash equivaents, unused short-term borrowing and a geographically dispersed
network of subsidiary banks providing access to a diversified and substantial retail deposit market.

Short-term needs can be met through a wide array of sources such as correspondent and downstream
correspondent federal funds and utilization of Federal Home Loan Bank advances.

Other sourcesof liquidity availableto United to providelong-term aswell as short-term funding alternatives,
in addition to FHLB advances, are long-term certificates of deposit, lines of credit, borrowings that are
secured by bank premises or stock of United's subsidiaries and issuances of trust preferred securities. Inthe
normal course of business, United, through ALCO, evauates these as well as other alternative funding
strategies that may be utilized to meet short-term and long-term funding needs.

For the nine months ended September 30, 2003, cash of $347.83 million was provided by operations by
United. During the same period, net cash of $151.46 million was used in investing activities, which was
primarily due to $12.86 million of excess purchases over net proceeds from calls and maturities of
investment securities aswell asthe purchase of $70 million of bank-owned life insurance. During the first
nine months of 2003, financing activities, primarily due to adecrease in deposits of $133.79 million, used
net cash of $110.78 million. Uses of cash for financing activities included repayment of approximately
$25.16 million in short-term borrowings and payments of $31.10 million and $28.11 million, respectively,
for cash dividends and acquisitions of United shares under the stock repurchase program. The net effect of
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thisactivity wasan increase in cash and cash equival ents of $85.58 million for thefirst nine months of 2003.

United anticipatesit can meet its obligations over the next 12 months and has no material commitmentsfor
capital expenditures. Thereare no known trends, demands, commitments, or eventsthat will result in or that
arereasonably likely to result in United'sliquidity increasing or decreasing in any material way. United also
has lines of credit available.

The Asset and Liability Committee monitors liquidity to ascertain that aliquidity position within certain
prescribed parameters is maintained. No changes are anticipated in the policies of United's Asset and
Liability Committee.

Capital Resour ces

United scapital positionisfinancially sound. United seeksto maintain aproper relationship between capital
and total assetsto support growth and sustain earnings. United has historically generated attractive returns
on shareholders equity. Based on regulatory requirements, United and its banking subsidiaries are
categorized as“well capitalized” ingtitutions. United's risk-based capital ratios of 11.72% at September 30,
2003 and 11.76% at December 31, 2002, are both significantly higher than the minimum regulatory
requirements. United's Tier | capital and leverageratiosof 10.44% and 8.25%, respectively, at September 30,
2003, are also well above regulatory minimum requirements. In January 2003, the FASB issued FIN 46
concerning variable interest entities. United owns the common stock of fully-consolidated subsidiary
businesstrusts, which haveissued corporation-obligated mandatorily redeemabl e preferred capital securities
to third party investors, which are considered variableinterest entitiesunder FIN 46. Thetrustsmay require
de-consolidation under the current provisions of FIN 46, whereby the debentures would be reported on the
Consolidated Balance Sheets as Other Borrowings, while United’s equity interest in the trusts will be
reported as Other Assets. For regulatory reporting purposes, the Federal Reserve Board has indicated that
such preferred securitieswill continueto constitute Tier 1 Capital until further notice. If United isrequired to
de-consolidate the trusts and the Federal Reserve Board determines that such preferred securities will not
continueto constitute Tier 1 Capital, United would still be considered “well capitalized” asof September 30,
2003.

Total shareholders' equity was $544.54 million, an increase of $3.01 million from December 31, 2002.
United's equity to assets ratio was 9.50% at September 30, 2003, as compared to 9.35% at December 31,
2002. The primary capital ratio, capital and reservesto total assets and reserves, was 10.24% at September
30, 2003, as compared to 10.09% at December 31, 2002. United's average equity to average asset ratio was
9.67% and 9.62% for the quarters ended September 30, 2003 and 2002, respectively.

During the third quarter of 2003, United’ s Board of Directors declared a cash dividend of $0.25 per share.
Cash dividends of $0.75 per common share for the first nine months of 2003 represent an increase of 7%
over the $0.70 paid for first nine months of 2002. Total cash dividends declared were approximately $10.30
million for the third quarter of 2003 and $31.10 million for the first nine months of 2003, as compared to
$10.19 million and $29.86 million for the same time periods of 2002. The year 2003 is expected to be the
30th consecutive year of dividend increases to United shareholders.

38



Item 4. CONTROL S AND PROCEDURES

Asof September 30, 2003, an eval uation was performed under the supervision of and with the participation
of United’ s management, including the Chief Executive Officer (CEO) and Chief Financial Officer (CFO),
of the effectiveness of the design and operation of United’ sdisclosure controlsand procedures. Based on that
evaluation, United’ s management, including the CEO and CFO, concluded that United’ sdisclosure controls
and procedures as of September 30, 2003 were effectivein ensuring that information required to be disclosed
in the Quarterly Report on Form 10-Q was recorded, processed, summarized and reported within the time
period required by the Securities and Exchange Commission’s rules and forms. There have been no
significant changes in United’ s internal controls or in other factors that could significantly affect interna
controls subsequent to September 30, 2003.
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PART Il - OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

In the normal course of business, United and its subsidiaries are currently involved in various legal
proceedings. Management is vigorously pursuing all itslegal and factual defenses and, after consultation
with legal counsel, believes that all such litigation will be resolved with no material effect on United's
financial position.

Item 2. CHANGESIN SECURITIES AND USE OF PROCEEDS

None.

Item 3. DEFAULTS UPON SENIOR SECURITIES

None.

Item 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

None.

Item 5. OTHER INFORMATION

None.

Item 6. EXHIBITSAND REPORTSON FORM 8-K
@ Exhibits required by Item 601 of Regulation S-K

Exhibit 31.1 Certification as Adopted Pursuant to Section 302(a) of the Sarbanes-Oxley
Act of 2002 by Chief Executive Officer
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Exhibit 31.2 Certification as Adopted Pursuant to Section 302(a) of the Sarbanes-Oxley
Act of 2002 by Chief Financial Officer

Exhibit 32.1 Certification Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 by Chief Executive Officer

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

(b) Reports on Form 8-K

On October 10, 2003, United Bankshares, Inc. filed a Current Report under Items 5 and 7
to report the completion of its acquisition of Sequoia Bancshares, Inc.

On Octaober 21, 2003, United Bankshares, Inc. filed a Current Report under Items 7 and
12 to report the results of operations for the third quarter and first nine months of 2003.
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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.

UNITED BANKSHARES, INC.
(Registrant)

Date:_ November 13, 2003 /s Richard M. Adams
Richard M. Adams, Chairman of
the Board and Chief Executive
Officer

Date:_ November 13, 2003 /s Steven E. Wilson
Steven E. Wilson, Executive
Vice President, Treasurer,
Secretary and Chief Financia Officer
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Exhibit 31.1
CERTIFICATION

I, Richard M. Adams, Chief Executive Officer, certify that:
1. | havereviewed this quarterly report on Form 10-Q of United Bankshares, Inc.;

2. Based on my knowledge, thisreport does not contain any untrue statement of amaterial fact or omit
to state amaterial fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
proceduresto be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented in thisreport our conclusions about the effectiveness of the disclosure controlsand
procedures, as of the end of the period covered by this report based on such evaluation; and

(c) Disclosed inthisreport any changein theregistrant'sinternal control over financial reporting
that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal
guarter in the case of an annual report) that has materially affected, or isreasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. Theregistrant's other certifying officer(s) and | have disclosed, based on our most recent eval uation
of internal control over financial reporting, to theregistrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

(&) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which arereasonably likely to adversely affect theregistrant's
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employeeswho have
asignificant role in the registrant's internal control over financial reporting.

Date: November 13, 2003 /S/Richard M. Adams
Richard M. Adams, Chairman of the
Board and Chief Executive Officer
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Exhibit 31.2
CERTIFICATION

I, Steven E. Wilson, Chief Financia Officer, certify that:
1. | have reviewed this quarterly report on Form 10-Q of United Bankshares, Inc.;

2. Based on my knowledge, thisreport does not contain any untrue statement of amaterial fact or omit
to state amaterial fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer(s) and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for
the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
proceduresto be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;

(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and
presented in thisreport our conclusions about the effectiveness of the disclosure controlsand
procedures, as of the end of the period covered by this report based on such evaluation; and

(c) Disclosed inthisreport any changein theregistrant'sinternal control over financial reporting
that occurred during the registrant's most recent fiscal quarter (the registrant's fourth fiscal
guarter in the case of an annual report) that has materially affected, or isreasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5. Theregistrant's other certifying officer(s) and | have disclosed, based on our most recent eval uation
of internal control over financial reporting, to theregistrant's auditors and the audit committee of the
registrant's board of directors (or persons performing the equivalent functions):

(@) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which arereasonably likely to adversely affect theregistrant's
ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employeeswho have
asignificant role in the registrant's internal control over financial reporting.

Date: November 13, 2003 /5] Steven E. Wilson
Steven E. Wilson, Executive
Vice President, Treasurer,
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Exhibit 32.1

CERTIFICATION

Pursuant to 18 U.S.C. § 1350, the undersigned officer of United Bankshares, Inc. (the* Company”),
hereby certifies, to such officer’s knowledge, that the Company’s Quarterly Report on Form 10-Q for the
guarter ended September 30, 2003 (the “ Report™) fully complies with the requirements of Section 13(a) or
15(d), asapplicable, of the Securities Exchange Act of 1934 and that theinformation contained in the Report
fairly presents, in al material respects, the financial condition and results of operations of the Company.

Date: November 13, 2003 /s Richard M. Adams
Name: Richard M. Adams
Titlee Chief Executive Officer
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Exhibit 32.2

CERTIFICATION

Pursuant to 18 U.S.C. § 1350, the undersigned officer of United Bankshares, Inc. (the* Company”),
hereby certifies, to such officer’s knowledge, that the Company’s Quarterly Report on Form 10-Q for the
guarter ended September 30, 2003 (the “ Report™) fully complies with the requirements of Section 13(a) or
15(d), asapplicable, of the Securities Exchange Act of 1934 and that theinformation contained in the Report
fairly presents, in al material respects, the financial condition and results of operations of the Company.

Date: November 13, 2003 /s/ Steven E. Wilson
Name: Steven E. Wilson
Titlee Chief Financial Officer
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