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AT BANK OF NORTH CAROLINA, OUR MISSION IS TO PROVIDE THE BEST BANKING EXPERIENCE

POSSIBLE BY ANTICIPATING YOUR NEEDS, AND EXCEEDING YOUR EXPECTATIONS WHILE ASSISTING YOU

IN ACHIEVING YOUR SHORT-TERM AND LONG-TERM FINANCIAL GOALS. WE ARE COMMITTED TO

PROVIDING A CHALLENGING AND REWARDING WORK ENVIRONMENT FOR OUR EMPLOYEES, WHILE

MAINTAINING SOLID FINANCIAL STRENGTH TO ENSURE SUPERIOR RETURNS FOR OUR SHAREHOLDERS.
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(S in thousands, except per share data)

YEAR ENDED DECEMBER 31

2007 2006 $ Change % Change
STATEMENTS OF OPERATIONS
Total interest income $73,670 $53,211 $20,459 38.4%
Total interest expense 41,265 26,481 14,784 55.8
Net interest income 32,405 26,730 5,675 21.2
Provision for loan losses 3,090 2,655 435 16.4
Net interest income after provision 29,315 24,075 5,240 21.8
Noninterest income 5,249 3,821 1,428 37.4
Noninterest expense 24,068 19,110 4,958 25.9
Income before income taxes 10,496 8,786 1,710 19.5
Provision for income taxes 3,058 2,616 442 16.9
Net income $7,438 $6,170 $1,268 20.6
PER SHARE DATA
Earnings per share - basic $1.08 $1.09 $-0.01 -0.9%
Earnings per share - diluted 1.05 1.04 0.01 1.0
Cash dividends paid 0.18 0.15 0.03 20.0
Tangible book value 8.30 6.92 1.38 19.9
Closing market price 16.91 18.58 -1.67 -9.0
BALANCE SHEET DATA
Total assets $1,130,112 $951,731 $178,381 18.7%
Loans 932,562 774,664 157,898 20.4
Allowance for loan losses 11,784 10,400 1,384 13.3
Goodwill 26,129 26,129 - -
Deposits 855,130 786,777 68,353 8.7
Borrowings and trust preferred securities 182,641 86,386 96,255 111.4
Shareholders’ equity 86,392 72,523 13,869 19.1
KEY RATIOS
Return on average assets 0.71% 0.82%
Return on average tangible equity 15.58% 18.20%
Efficiency ratio, non-FTE 63.92% 62.55%
Allowance for loan losses to period-end loans 1.26% 1.34%
Nonperforming assets to total assets 0.54% 0.24%
Net loan charge-offs to average loans 0.20% 0.20%
Equity to assets ratio 7.64% 7.62%
Tangible equity to assets ratio 5.28% 4.77%

FORWARD LOOKING
STATEMENTS

This report contains certain forward-looking
statements with respect to the financial
condition, results of operations and business
of the Company and the Bank. These
forward-looking statements involve risks
and uncertainties and are based on the
beliefs and assumptions of management of
the Company and on the information
available to management at the time that
these disclosures were prepared. These
statements can be identified by the use of
words like “expect,” “anticipate,” “estimate”
and “believe,” variations of these words and
other similar expressions. Readers should
not place undue reliance on forward-looking
statements as a number of important factors
could cause actual results to differ materially
from those in the forward-looking
statements. Factors that could cause actual
results to differ materially include, but are
not limited to, (1) competition in the Bank’s
markets, (2) changes in the interest rate
environment, (3) general national, regional
or local economic conditions may be less
favorable than expected, resulting in, among
other things, a deterioration in credit quality
and the possible impairment of collectibility
of loans, (4) legislative or regulatory
changes, including changes in accounting
standards, (5) significant changes in the
federal and state legal and regulatory
environment and tax laws, (6) the impact of
changes in monetary and fiscal policies,
laws, rules and regulations and (7) other
risks and factors identified in the Company’s
other filings with the SEC. The Company
undertakes no obligation to update any
forward-looking statements.
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Since our inception, Bank of North Carolina has
been telling you about “smart growth” - growth
that has been deliberate, well planned, and
prudently executed. Our philosophy has been
successful in helping our Bank mature into a
strong, effective, and respected financial
institution. While 2007 was a year of challenges
for all of the banking industry, it has been a
year in which we have watched our deep roots
weather challenging times on both the national

and local level.

Not only did we meet the challenges of 2007,

we continued to successfully execute our

strategic plan to be one of the most respected
and financially stable companies in our industry.
Our Chief Financial Officer, David Spencer, will
supply the details in this report as he explains
Bank of North Carolina’s results for 2007, not
only compared to years’ past but also to our
industry peers. Any bank can perform well
during strong financial times but only the best
banks can succeed during the tough times.

In retrospect, the current banking climate
ultimately will prove to be a tool by which all
of us measure the success not only of 2007

but of our banking philosophy in general.

W. Swope Montgomery, Jr.
President & CEO
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Expansion and Execution ¥

Prepared for the future

- whatever it may hold.

A Performance Company



Strength for Challenging Times

Prepared for the Future
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A strong commitment to our customers and a
dedication to developing deep relationships with
them are key building blocks for Bank of North
Carolina’s success. We take pride in the fact that
our customer relationships are managed more
at the local level than at the global level - a
managerial decision that sets Bank of North

Carolina apart from its competitors.

The key to our customer care starts with our
senior banking executives. They are the people
who build the individual relationships with our
customers and set an example for others to

follow. When our customers understand our

The Key to Smart Growth

commitment to them, they know exactly where to
go if there’s a bump in the road. They know their
own personal senior banking executive is there to

give honest - and immediate - feedback.

A customer’s business is not just a transaction

for us. It is personal.

While our senior banking executives are as
different as the communities they serve, they
do have important characteristics in common.
They each have a strong entrepreneurial sense

and that is why we do our best to give these

executives freedom to take their talents and

Richard D. Callicutt Il

Executive Vice President &
Chief Operating Officer




Continued Smart Growth
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Senior banking executives (Left to right)

Allen Pike, Greensboro

Mark Lewis, Salisbury

John Bencini, High Point
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What happens when investors, employees, and
even our customers ask the question, “What
impact did the sub-prime and related housing
downturn have on Bank of North Carolina?”
While it was tempting to change our mortgage
underwriting standards to participate in the fee
income windfall being generated by companies
that were ignoring traditional approval
requirements, the experienced leadership within
our department said this would be a mistake
long-term. They were correct, and because of the
depth of decision-makers in this area, we avoided
the losses in the sub-prime sector. Another

example of how our efforts to find and retain the

i

During Tough Times

best people in each area - and then give them the
voice to influence direction - pay great dividends.
Our look at the financial results for 2007 illustrates
that while we continue to post strong growth
rates, it’s stability, especially during a very
challenging banking environment, which

continues to be a cornerstone of our Company.

Which companies have done the best job of
preparing and have the depth to manage during
tough times and come out on the other end
stronger because of these challenges? Companies
with the strongest foundations. Bank of North

Carolina is built on a solid foundation of quality.

O7 “Built on a solid foundation of quality”

David B. Spencer

Executive Vice President &
Chief Financial Officer




Quality values and quality
employees.




The Financial Year in Review Diluted EPS Growth
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Interest Rate Impact:

Maintaining Credit Quality:

Challenges & Opportunities

Asset Quality:



Consistent Growth in Net Income
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Managing BNC for the Future



Stock Dividend History

10% in 2007
25% in 2005

10% in 2003

25% in 2000 in January 1995

25% in 1999
25% in 1998

25% in 1997 at December 31,2007

1,000 shares

equals
5,078 shares

10% in 1996
25% in 1995

Cash Dividend History

$0.200 Annual Dividend: Q1 2008
$0.180 Annual Dividend: Q1 2007
$0.145 Annual Dividend: Q1 2006
$0.116 Annual Dividend: Q1 2005
$0.102 Annual Dividend: Q1 2004
$0.078 Annual Dividend: Q1 2003

(All amounts are split adjusted)

Growth of Investment in BNCN
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smart lessons from a strong leader

A principal shareholder of Bank of North Carolina
and Chairman of the Board of Directors, Groome
Fulton knows the importance of a bank’s
involvement in a community. Under Groome’s
leadership, the Bank of North Carolina has grown
into a force of goodwill and involvement in
Thomasville, High Point, and all the communities

in the Bank’s service area.

“We had discussions early on about the role of
our Bank as a corporate citizen,” Fulton explained.
“If you look at our city executives, you'll see that
each of them has been actively involved in the
community - they’ve led United Way campaigns,

chaired boards of community organizations....”

W. Groome Fulton, Jr.

O7 “Everything good that happens in a community —

if you look closely, you'll find a bank involved.” elinan Ofe asid
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smartexpansion

Our expansion into Mooresville and
North High Point was strategically positioned
to increase market share in these rapidly

growing communities.
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North High Point construction progress as of April 2008.
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Information based on Market Scoring Analysis by Raymond James & Associates.
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BNC BANCORP AND BANK OF

NORTH CAROLINA

Board of | )|[2CTOrS

W. Groome Fulton, Jr.

Chairman of the Board

BNC Bancorp and Bank of North Carolina
Chairman of the Board, Fulton Associates, Inc.

W. Swope Montgomery, Jr.
President and Chief Executive Officer
BNC Bancorp and Bank of North Carolina

Larry L. Callahan
President/Owner Triad Land Surveying

Richard D. Callicutt Il
Executive Vice President/Chief Operating Officer
BNC Bancorp and Bank of North Carolina

Joseph M. Coltrane, Jr.
Attorney at Law

Charles T. Hagan Il
Attorney at Law

Randall R. Kaplan

Chief Executive Officer and Member, Capsule Group, LLC

Lenin J. Peters, M.D.
President, Bethany Medical Center

Thomas R. Sloan
Internal Consultant, Essilor Laboratories of America

Thomas R. Smith, CPA
President, Smith, Parsley & McWhorter, PA.

Colon E. Starrett
Manager, Rex Oil Company

Ralph N. Strayhorn Ill
Executive Vice President/Chief Administrative Officer
BNC Bancorp and Bank of North Carolina

Robert A. Team, Jr.
President, Carolina Investment Properties, Inc.

D. vann Williford
President, Atlantic Coast Toyotalift, Inc.

Richard F. Wood
Financial Advisor/Stock Broker, Wachovia Securities
Secretary, BNC Bancorp and Bank of North Carolina

Bob M. Burleson
Director Emeritus

D. Kermit Cloniger
Director Emeritus

John ). Collett, Jr.
Director Emeritus

Lloyd M. Higgins, M.D.

Director Emeritus.

Carlyle A. Nance, Jr.
Director Emeritus

Officers

W. Swope Montgomery, Jr.

President & Chief Executive Officer

Richard D. Callicutt 1l
Executive Vice President &
Chief Operating Officer

David B. Spencer
Executive Vice President &
Chief Financial Officer

Ralph N. Strayhorn IIl
Executive Vice President &
Chief Administrative Officer

Drema A. Michael
Senior Vice President &
Assistant Secretary

Bonnie M. Murdock
Senior Vice President &
Assistant Secretary

John M. Bencini
Senior Vice President

Jimmie K. Bowman
Senior Vice President

Larry W. Brown
Senior Vice President

Scott W. Davis
Senior Vice President

Michelle W. Ferguson
Senior Vice President

Daren C. Fuller
Senior Vice President

Heather L. Grossnickle
Senior Vice President

James J. Harris
Senior Vice President

Mark N. Lewis
Senior Vice President

Wayne F. Mabe
Senior Vice President

William H. McMurray
Senior Vice President

Thomas M. Nelson
Senior Vice President

Alan D. Pike
Senior Vice President

Virginia M. Smith
Senior Vice President

W. Earl Snipes
Senior Vice President

Patricia M. Strickland
Senior Vice President

Michael L. Thomas
Senior Vice President

George C. Weaver
Senior Vice President




Professional Locations
Advisors & Agents

Regulatory and Securities Counsel

Brooks, Pierce, McLendon, Humphrey and Leonard, LLP
2000 Renaissance Plaza

230 N. EIm Street

Greensboro, NC 27420

Independent Auditors
Cherry, Bekaert & Holland, LLP

525 North Tryon Street - Suite 1800 INCLUDED IN THE MATERIAL IS FORM 10-K,
Charlotte, NC 28202

Financial Regulatory Consultants and Internal Auditors BNC BANCORP ANNUAL REPORT WHICH HAS
Dixon Hughes, PLLC
2501 Blueridge Road, Suite 200

Raleigh, NC 27607 BEEN FILED WITH THE SECURITIES AND

Stock Transfer Agent

Registrar & Transfer Company EXCHANGE COMMISSION AND IS BEING
10 Commerce Drive

Cranford, NJ 07016

MAILED TO SHAREHOLDERS.
Stock Symbol

BNCN

Market Makers

Sandler, 0’'Neill & Partners, LP
Morgan Keegan & Company, Inc.
Raymond James & Associates
Howe Barnes Hoefer & Arnett
Scott & Stringfellow, Inc

Monroe Securities, Inc.
McKinnon & Company, Inc.

Ryan Beck & Co.

Wachovia Securities, Inc.







