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MONARCHa
FINANCIAL
HOLDINGS INC.

You are cordially invited to attend the Annual Meeting of Shareholders of Monarch Financial Holdings, Inc. (the “Company”),
which will be held on May 1, 2008, at 10:00 a.m. at the Great Bridge Office of Monarch Bank, 1034 South Battlefield Boulevard,
Chesapeake, Virginia 23322.

At the Annual Meeting, you will be asked to elect five directors, four of whom shall serve a three year term as Class III
directors, and one director to serve a one year term as a Class I director, or until their successors are elected and qualified. You will
also be asked at the Annual Meeting to ratify the appointment of the independent auditor for the Company for 2008.

The accompanying Proxy Statement and related proxy materials set forth detailed information concerning the matters upon
which you will be asked to vote. The Board of Directors requests that the shareholders carefully review these materials before
completing the enclosed proxy card.

Whether or not you plan to attend in person, it is important that your shares be represented at the Annual Meeting. Please
complete, sign, date and return promptly the form of proxy that is enclosed in this mailing. If you later decide to attend the Annual
Meeting and vote in person, or if you wish to revoke your proxy for any reason prior to the vote at the Annual Meeting, you may do
so and your proxy will have no further effect.

The Board of Directors and management of the Company appreciate your continued support and look forward to seeing you at
the Annual Meeting.

Very truly yours,

CTIREL

William F. Rountree, Jr.

President and Chief Executive Officer
Chesapeake, Virginia
March 31, 2008
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Annual Shareholders Meeting Directions
Monarch Bank Great Bridge Office
1034 South Battlefield Boulevard
Chesapeake, Virginia 23322
(757) 482-2727

From Interstate 64:

From I-64 merge onto 1-464 South via exit 291B toward US 17 South. Take the 168 South exit on the left toward Nags Head/Manteo.
Travel approximately five miles on US-168, the Chesapeake Expressway, and exit at Hanbury Road West, Exit 10. Turn right on
Hanbury Road. We are located at the first intersection of Hanbury Road and Battlefield Boulevard within one tenth of a mile from the
interchange. The meeting will be held in our community room on the first floor.

From the South:

Head north on NC-168 if in North Carolina or VA-168 if in Virginia. Continue on VA-168, the Chesapeake Expressway, and take
Exit 10, Hanbury Road. There is a toll on this route. We are located at the first intersection of Hanbury Road and Battlefield
Boulevard within one tenth of a mile from the interchange. The meeting will be held in our community room on the first floor.

Couprsg Ditely

Hitwaell R




MONARCH
FINANCIAL
HOLDINGS, INC.

1101 EXECUTIVE BOULEVARD
CHESAPEAKE, VIRGINIA 23320

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

NOTICE IS HEREBY GIVEN that the Annual Meeting of Shareholders of Monarch Financial Holdings, Inc. (the “Company”)
will be held at the Monarch Bank Great Bridge Office, 1034 South Battlefield Boulevard, Chesapeake, Virginia 23322 on Thursday,
May 1, 2008 at 10:00 a.m. This Proxy Statement is furnished to holders of shares of the common stock of the Company, par value
$5.00 per share (“Common Stock”), in connection with the solicitation of proxies by the Board of Directors of the Company to be
used at the Annual Meeting of Shareholders for the following purposes:

1. To elect five directors, four of whom shall serve a three year term as Class III directors, and one director to serve a one

year term as a Class I director, or until their successors are elected and qualified;

2. To ratify the appointment of Goodman & Company, LLP, as the Company’s independent auditor for the year ending
December 31, 2008;

3. To transact such other business as may properly come before the Annual Meeting. Management is not aware of any other
business, other than procedural matters incident to the conduct of the Annual Meeting.

Information concerning the matters to be acted on at the meeting is set forth in the accompanying Proxy Statement and related
proxy materials. The Board of Directors of the Company has established the close of business on March 21, 2008 as the record date
for the determination of shareholders entitled to notice of, and to vote at, the Annual Meeting and any adjournments thereof. The
Board of Directors of the Company unanimously recommends that shareholders vote FOR approval of each of the items

indicated above.

By Order of the Board of Directors,

JELS

Brad E. Schwartz, Secretary

Chesapeake, Virginia
March 31, 2008

PLEASE COMPLETE, SIGN AND DATE THE ENCLOSED PROXY AND RETURN IT PROMPTLY IN THE
ENCLOSED ENVELOPE. IF YOU ATTEND THE MEETING, YOU MAY VOTE EITHER IN PERSON OR THROUGH

YOUR PROXY.



GENERAL INFORMATION
The Monarch Financial Holdings, Inc. Board of Directors is soliciting proxies for the 2008 Annual Meeting.

Date, Time and Place. May 1, 2008 at 10:00 a.m. at the Monarch Bank Great Bridge Office, 1034 South Battlefield Boulevard,
Chesapeake, Virginia 23322. On or about March 31, 2008, we commenced mailing this proxy statement and the enclosed form of
proxy to our shareholders entitled to vote at the meeting.

Purposes. At the Annual Meeting shareholders will be asked to elect five directors, four of whom shall serve a three year term
as Class III directors, and one who will serve a one year term as a Class I director, or until their successors are elected and qualified,
and vote on the ratification of the appointment of Goodman & Company, LLP, as the Company’s independent auditor for the year
ending December 31, 2008.

Record Date. Only shareholders of record at the close of business on March 21, 2008 will be entitled to vote at the Annual
Meeting. On the Record Date, the authorized Common Stock consisted of 20,000,000 shares, of which 4,860,865 shares were issued
and outstanding and held of record by approximately 2,052 shareholders. Shareholders are entitled to one vote for each share of
Common Stock on all matters to come before the Annual Meeting. There are also 494,690 outstanding stock options and shares of
restricted Common Stock. Option holders and restricted stock holders do not have the right to vote. On the Record Date, the
Company’s authorized preferred stock consisted of 2,000,000 shares, none of which were issued and outstanding.

Vote Required. A majority of the shares of outstanding Common Stock must be represented at the meeting in person or by
proxy in order to constitute a quorum for the transaction of business.

The election of each nominee for director requires a plurality of the votes cast, in person or by proxy. The ratification of
Goodman & Company, LLP, as independent auditors of the Company for the year ending December 31, 2008 requires a favorable
vote of a majority of the votes cast, in person or by proxy.

As of the Record Date, directors and executive officers of the Company and their affiliated persons and entities, as a group,
owned of record and beneficially a total of 937,086 shares of Common Stock, or approximately 17.99% of the shares of Common
Stock outstanding on such date. Directors and executive officers of the Company have indicated an intention to vote their shares of
Common Stock: (i) FOR the election of the five incumbent nominees identified in this Proxy Statement, four of whom shall serve a
three year term as Class III directors, and one who shall serve a one year term as a Class I director until their successors are duly
elected and qualified, and (ii) FOR the ratification of the appointment of Goodman & Company, LLP, as independent auditors of the
Company for 2008.

A shareholder may abstain or (only with respect to the election of directors) withhold his or her vote (collectively,
“Abstentions”) with respect to each item submitted for shareholder approval. Abstentions will be counted for purposes of determining
the existence of a quorum. Abstentions will not be counted as voting in favor of the relevant item.

A broker who holds shares in “street name” (“Broker Shares”) has the authority to vote on certain items when it has not received
instructions from the beneficial owner. Except for certain items for which brokers are prohibited from exercising their discretion, a
broker is entitled to vote on matters presented to shareholders without instructions from the beneficial owner. Where brokers do not
have or do not exercise such discretion, the inability or failure to vote is referred to as a “broker non-vote” and such votes will not be
counted as voting in favor of or against the particular proposal. Broker Shares that are voted on at least one matter will be counted for
purposes of determining the existence of a quorum for the transaction of business at the meeting. Further, under the circumstances
where the broker is not permitted to, or does not, exercise its discretion on any matter to be voted upon at a meeting, assuming proper
disclosure to the Company of such inability to vote, not only will broker non-votes not be counted as voting in favor of or against the
particular matter, but they also will not count for purposes of determining the existence of a quorum at the meeting.
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Revocability of Proxy

A shareholder who gives a proxy may still vote in person, if they so desire, and may revoke the proxy at any time prior to the
voting of such proxy by contacting the Secretary of the Company, Brad E. Schwartz, in person or in writing, or by filing a duly
executed proxy bearing a later date. If your shares are held in street name by a broker, bank or other financial institution, you must
contact that institution to change your vote. All properly executed proxies delivered pursuant to this solicitation will be voted at the
meeting in accordance with instructions contained therein, if any. If no contrary instructions are given, each proxy received will be
voted FOR the proposals described herein. Proxies solicited hereby may be exercised only at the Annual Meeting and any
adjournment thereof and will not be used for any other meeting.

Person Making the Solicitation

The cost of the solicitation of proxies will be borne by the Company. Solicitations will be made only by mail, except that, if
necessary, officers and regular employees of the Company may make solicitations of proxies in person or by telephone. Banks,
brokerage firms, and other custodians, nominees and fiduciaries will be requested to forward the proxy soliciting material to the
beneficial owners of the stock held of record by such persons, and the Company will, upon request, reimburse them for their
reasonable charges and expenses in this connection.

PROPOSAL 1. ELECTION OF DIRECTORS

General

The Company’s Articles of Incorporation provide for the Board of Directors to be divided into three classes, Class I, Class II
and Class III.

Four incumbent Class III Directors and one new Class I Director have been nominated for election at the Company’s 2008
Annual Meeting of Shareholders for three year terms: Mr. Covington, Mr. Crawford, Mr. Rountree and Mr. Schaubach, if elected,
shall each serve a term of three years expiring at the Company’s 2011 Annual Meeting of Shareholders. Mr. Sutton will, if elected,
serve a one year term expiring at the 2009 Annual Meeting of Shareholders. Mr. Crawford was appointed to the Board of Directors at
the recommendation of the President and Chief Executive Officer on January 29, 2008.

The current term of the Class I Directors will expire at the Company’s 2009 Annual Meeting of Shareholders. The current term
of the Class II Directors will expire at the Company’s 2010 Annual Meeting of Shareholders. In all cases, directors are elected to
serve until their successors are duly elected and qualified.

The election of each nominee for director requires the affirmative vote of the holders of a plurality of the shares of Common
Stock cast in the election of directors. Five incumbent directors have been nominated by the Board of Directors to continue to serve as
Directors. The Board of Directors recommends that these incumbent nominees serve as Directors in their respective class. Proxies
received by the Company will be voted FOR the election of the five nominees unless marked to the contrary. A shareholder who
desires to withhold voting of the proxy for all or one or more of the nominees may so indicate on the proxy.

All of the nominees are currently members of the Board of Directors and all have consented to be named and have indicated
their intent to serve, if elected. If any nominee becomes unable to serve, an event that is not anticipated, the proxy will be voted for a
substitute nominee to be designated by the Board of Directors, or the number of directors will be reduced.
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There are no current arrangements between any director or nominee and any other person pursuant to which the director or
nominee was selected to serve. No family relationships exist among any of the directors or between any of the directors and executive
officers of the Company. None of the directors are directors of other publicly-traded companies.

The following biographical information discloses each nominee’s age, business experience in the past five years and the year
each individual was first elected to the Board of Directors of the Company or previously to the Board of Directors of Monarch Bank,
the predecessor to and now a wholly owned subsidiary of the Company. Unless otherwise specified, each nominee has held his or her
current position for at least five years.

Nominees for Class III Directors Whose Terms Will Expire in 2011

JOE P. COVINGTON, JR., 58, has served as a director since 2005. He resides in Norfolk, Virginia. Mr. Covington is the
President of Covington & Associates Realtors, Inc. and Covington Contracting, Inc. He has been actively involved in the real estate
field since 1977. Covington & Associates is a full service real estate company that handles the brokerage of properties and through its
property management division, oversees many of the projects developed by Covington Contracting. Covington Contracting has
developed both single-family and multi-family projects since it was formed in 1981, and now primarily focuses on the building and
renovation of primarily high-end custom homes in Virginia Beach, Norfolk, and Suffolk. He has served on numerous boards and
organizations in the Tidewater area including the Tidewater Builders Association, Kiwanis Club of Ghent, East Carolina Foundation
Board of Directors, Downtown Norfolk YMCA, Tidewater March of Dimes, and the City of Norfolk Real Estate Appeals Board,
where he served as Chairman. A native of Edenton, North Carolina, Mr. Covington graduated from Eastern Carolina University with
a B.S. Degree in social work.

E. NEAL CRAWFORD, JR., 45, has served as a director of the Company since January 2008. He is a resident of Norfolk and
has served as the President of Monarch Bank’s Norfolk Region since joining the Company in 2003. He has worked in the banking
industry for 22 years and prior to joining Monarch, he was President of Norfolk Capital, LLC, a commercial mortgage banking
company in Norfolk. He also served as Senior Vice President and Community President-Norfolk for a southeastern regional banking
company. Mr. Crawford’s civic and community activities include serving on the Boards of Volunteer Hampton Roads, Cultural
Alliance, CHKD Foundation Board, Virginia Symphony, Ghent Business Association, and on the corporate board of CI Travel.

Mr. Crawford is a member of First Presbyterian Church in Norfolk. He is a 1985 graduate of East Carolina University with a BSBA
degree in finance and is currently attending and expecting to graduate in 2008 from the American Bankers Association’s prestigious
Stonier Graduate School of Banking at the University of Pennsylvania.

WILLIAM F. ROUNTREE, JR. 63, has served as a director, President and Chief Executive Officer of the Bank since its
inception in 1998. Mr. Rountree is a resident of Virginia Beach, was born and raised in Norfolk, and has lived in South Hampton
Roads for over 60 years. Mr. Rountree has 40 years of banking experience in this market, of which over 30 years have been in senior
management positions. After starting his banking career in 1968 with a SunTrust Bank predecessor in Norfolk, Mr. Rountree
managed three branches, was a commercial lending officer for six years, and in 1976 was elected Executive Vice President in charge
of Commercial Banking for Northern Virginia. In 1977 he was elected Senior Vice President, Chief Operating Officer and Regional
Board Member for First & Merchants National Bank in Norfolk, responsible for credit administration and commercial lending.

First & Merchants appointed him Senior Regional Officer in 1981 in charge of the South Hampton Roads Region. Subsequently

Mr. Rountree was Regional Executive Officer responsible for all retail banking in South Hampton Roads for Bank of America
predecessors for over 10 years. Mr. Rountree’s last two years in banking were in senior marketing positions for NationsBank. He
retired from NationsBank in December 1995, and until March 1998, was employed by Harvey Lindsay Commercial Real Estate as
Director of New Business Development. He joined Monarch Bank on April 1, 1998 as President and Chief Executive Officer. He has
served in many capacities and has served on the Board of the Virginia
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Bankers Association (VBA). Among other community and professional involvement, he has been President and Chairman of the
Eastern Virginia Medical School Foundation, President of Junior Achievement, President and Campaign Chairman of the United Way
of South Hampton Roads, President of Old Dominion University Educational Foundation, a Board Member and Vice Chairman of
Cape Henry Collegiate School, and a member of the Board of Visitors of Eastern Virginia Medical School. Mr. Rountree served as
Chairman of the 1998 Virginia Beach Neptune Festival, as a Board member of the Virginia Beach Foundation, and as the Chairman
of the Virginia Beach Resort Advisory Commission. He is an active member of Spring Branch Church. He is a graduate of the
College of William and Mary, the National Commercial Lending School at University of Oklahoma, and has an advanced degree
from Dartmouth College in Credit and Financial Management.

DWIGHT C. SCHAUBACH, 65, has served as a director since 2005. He resides in Suffolk, Virginia. Mr. Schaubach is
currently President of Johns Brothers, Inc., a Heating and Air Conditioning contractor and Oil company; Johns Brothers Security,
Inc., a security system installation and monitoring company; and Bay Disposal, a waste management and disposal business; and is
Chairman of Suffolk International Truck and Equipment Sales, Inc. Mr. Schaubach has been in many successful business ventures in
the past. He started and sold three commercial waste management companies serving southeastern Virginia and northeastern North
Carolina and a medical waste disposal company that served the eastern seaboard from New Jersey to Georgia. Among other
successful businesses he has built are seven Feather and Fin Restaurants, a home building company and a land development company.

Nominees for Class I Directors Whose Terms Will Expire in 2009

LAWRENCE L. SUTTON, 74, has served as a director of the Bank since its inception in 1998. He resides in Virginia Beach.
He has served as President of Hoffman Beverage Co., a wholesale distributor for Anheuser-Busch covering Hampton Roads and Isle
of Wight County since 1976. The company has office and warehouse locations in Virginia Beach and Chesapeake. Mr. Sutton is also
Vice President and Board Member of Hoffland Properties and President and Board Member of S&R Transport Company. Active in
the community, Mr. Sutton has served on the Board of Directors for the Boys & Girls Clubs of South Hampton Roads, the Old
Dominion University Intercollegiate Foundation, the Virginia Beach Neptune Festival, and Virginia Beach Crime Solvers. He was
selected and served as Virginia Beach’s King Neptune XXVII for 2000-2001. He has served on the board of the Contemporary Art
Center of Virginia and has worked on campaigns for Forward Hampton Roads, Eastern Virginia Medical School, Boy Scouts of
America, and Seton House. Mr. Sutton served on Virginia Beach Mayor’s Clean Community Commission and Drunk Driving
Commission. Mr. Sutton was previously a member of Sovran Bank’s and NationsBank’s Advisory Boards.
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THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE FOR THE PROPOSAL TO

ELECT THE FIVE NOMINEES LISTED ABOVE AS DIRECTORS OF THE COMPANY.

The following individuals currently serve as members of our board of directors. Unless otherwise specified, each director has

held his or her current position for at least five years.

Name Principal Occupation Age  Since

Directors of Class III to continue in office until 2011, if elected

Joe P. Covington, Jr. President, Covington Contracting, Inc. and Covington & Assoc. Realtors, Inc., Norfolk, VA 57 2005

(Nominee)

William F. Rountree Jr. President, and Chief Executive Officer of Monarch Financial Holdings, Inc. and Monarch 63 1998

(Nominee) Bank

Dwight C. Schaubach ~ President, Johns Brothers, Inc., (Heating oil and HVAC contractor), Johns Brothers Security, 65 2005

(Nominee) Inc., and Bay Disposal (waste management), Norfolk, VA

E. Neal Crawford, Jr. Market President — Norfolk, Monarch Bank, 2003-present; President Norfolk Capital 2003. 45 2008

(Nominee)

Directors of Class I to continue in office until 2009, if elected

Lawrence L. Sutton President, Hoffman Beverage Co., Virginia Beach, VA 74 1998

(Nominee)

Directors of Class I to continue in office until 2009

Taylor B. Grissom Vice-President and co-founder of VisuTel, Inc., Chantilly, VA (a broadband 42 1998
telecommunications company)

Elizabeth T. Patterson =~ Founder and President, Waypoint Advisors, L.L.C., Norfolk, VA (wealth management firm) 59 1998

Brad E. Schwartz Executive Vice President, Secretary, and Chief Operating and Financial Officer of Monarch 45 2004

Financial Holdings, Inc. and Monarch Bank, 2004-present; Senior Vice President and CFO of
American National Bankshares, Inc., Danville, VA, 2001-2004
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Directors of Class II to continue in office until 2010

Lawton H. Baker, CPA President of Baker & McNiff, Certified Public Accountants and Business Consultants, P.C., 64 1998

Cassell D. Basnight

Jeffrey F. Benson

Robert M. Oman

Virginia Beach, VA, Vice-Chairman of Board of Directors

Attorney, founder and member of Basnight, Kinser, Telfeyan, Leftwich & Nucholls, P.C., 71 1998
Chesapeake, VA.

Vice President, Overton Enterprises and Partner, Benson & Associates, Chesapeake, VA (real 46 1998
estate development, construction and management firms), Chairman of Board of Directors

President, Oman Funeral Homes, Inc., Chesapeake, VA 53 1998

Executive Officers Who Are Not Directors. The following individuals are the executive officers of the Company who are not
also directors. Officer titles are for Monarch Bank, unless specified otherwise. Unless otherwise specified, each officer has held his
current position for at least five years.

Name
Daniel T. Cronin

Darin M. Ely

James R. Ferber
Barbara N. Lane
Andrew N. Lock

Barry A. Mathias
David McGlaughon

William T. Morrison

Nancy B. Porter

Edward O. Yoder

Principal Occupation Age  Since
Market President, Virginia Beach; previously Business Banking Manager Suntrust Bank 47 2006
President, Virginia Asset Group, LLC, previously President Virginia Asset Group, Inc. 2005- 36 2006
2006; Senior Vice President, Dominion Investment Group, 2003-2005
Executive Vice-President, Real Estate and Construction 51 1999
Executive Vice President & Senior Operations Officer 58 2003
Executive Vice-President & Chief Credit Officer; previously Finance and Accounting 44 2005
Director, Oceana Sensor Technologies.
Market President, Chesapeake 58 1999
President OBX Bank; previously Outer Banks Executive, Southern Bank 50 2007
Executive Vice-President & Chief Operating Officer, Monarch Mortgage; previously 45 2007
Executive Vice-President & Chief Operating Officer, Resource Mortgage
Senior Vice President, Marketing and Sales; previously Vice President Marketing, Chartway 39 2007
Federal Credit Union
President, Monarch Mortgage; previously President Resource Mortgage 42 2007
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SECURITY OWNERSHIP

Security Ownership of Management

The following table sets forth information relating to the beneficial ownership of Common Stock as of March 1, 2008, by
(i) each of the Company’s directors and the named executive officers listed in the Summary Compensation Table below and (ii) all of
the Company’s directors and executive officers as a group. Each of the Company’s directors and named executive officers currently
receive mail at the Company at 1101 Executive Boulevard, Chesapeake, VA 23320. Beneficial ownership includes shares, if any, held
in the name of the spouse, minor children or other relatives of a director living in such person’s home, as well as shares, if any, held in
the name of another person under an arrangement whereby the director or executive officer can vest title in himself at once or at some
future time.

Number of Shares Percent .Of
Outstanding
Name Beneficially Owned ) 2) 3 Shares
Lawton H. Baker 55,734 1.14%
Cassell D. Basnight 49,719 1.02%
Jeffrey F. Benson 59,710 1.22%
Joe P. Covington, Jr. 29,662 *
E. Neal Crawford 25,548 o
Taylor B. Grissom 46,918 *
Robert M. Oman 57,076 1.17%
Elizabeth T. Patterson 80,680 1.66%
William F. Rountree, Jr. 156,942 3.18%
Dwight C. Schaubach 88,888 1.83%
Brad E. Schwartz 33,080 i
Lawrence L. Sutton 61,956 1.27%
Directors and Executive Officers as a Group (22 persons) 937,086 17.99%

* Indicates ownership interest of less than 1%

(1) Unless otherwise indicated in the footnotes, the individuals named above have sole voting and investment power over the shares
beneficially owned by them. This table is based upon information supplied by officers, directors, and principal shareholders.
Unless indicated in the footnotes above and subject to community property laws where applicable, the Company believes that
each of the shareholders named above has voting and investment power with respect to the shares indicated as beneficially
owned.

(2) Includes shares held by affiliated corporations, close relatives and children, and shares held jointly with spouses or as custodians
or trustees, as follows: Mr. Baker, 5,938 shares; Mr Benson, 5,940 shares; Mr. Oman, 23,034 shares; Mrs. Patterson, 40,047
shares; Mr. Rountree, 1,185 shares; and Mr. Sutton, 13,926 shares.

(3) Includes shares subject to options currently exercisable as of March 1, 2007: Mr. Baker, 19,852 shares; Mr. Benson, 29,158
shares; Mr. Covington, 3,300 shares; Mr. Crawford, 20,130 shares; Mr. Grissom, 29,158 shares; Mr. Oman, 29,158 shares;

Mrs. Patterson, 3,300 shares; Mr. Rountree, 76,218 shares; and Mr. Schwartz, 23,100 shares. Such shares are deemed to be
outstanding for the purposes of computing the percentage ownership of the individual holding such shares, but are not deemed
outstanding for purposes of computing the percentage of any other person listed above as a beneficial owner.
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Security Ownership of Certain Beneficial Owners

As of February 15, 2008, the most recent date available, three shareholders reported beneficial ownership of 5% or more of
Common Stock in Schedule 13G filings with the SEC.

Name and Address Number of Shares Percent of Class (%)

Bay Pond Partners, L.P.(D 253,440 5.28%
75 State Street
Boston, MA 02109

River Oaks Capital LLC® 291,114 5.99%
1905 East Wayzata Blvd., Suite 140
Wayzata, MN 55391

Wellington Management Company, LLP® 322,740 6.72%
75 State Street
Boston, MA 02109

(1) 1In a Schedule 13G filed with the Securities and Exchange Commission on February 14, 2008, Bay Pond Partners, L.P. (“Bay
Pond”) reported that it may be deemed to beneficially own 253,440 shares of the Company’s Common Stock. The Schedule 13G
also states that Bay Pond shares voting and dispositive powers with Wellington Hedge Management, LLC, a Massachusetts
limited liability company, and its sole general partner of Bay Pond.

(2) Ina Schedule 13G filed with the Securities and Exchange Commission on February 7, 2008, River Oaks Capital LLC reported
that it manages River Oaks Financial Fund LP, which holds 291,114 shares of the Company’s Common Stock.

(3) Ina Schedule 13G filed with the Securities and Exchange Commission on February 14, 2008, Wellington Management
Company, LLP (“Wellington™) reported that, in its capacity as an investment adviser, it may be deemed to beneficially own
322,740 shares of the Company’s Common Stock that are held of record by clients of Wellington. The Schedule 13G states that
all of such shares are owned by its clients, no one of which, to the knowledge of Wellington, owns more than 5% of the shares
of Common Stock outstanding except for Bay Pond Partners, L.P. The Schedule 13G also states that Wellington exercises
shared voting and dispositive power over such shares with its clients.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires the Company’s directors and executive officers and
any persons who own more than 10% of the outstanding shares of Common Stock to file with the Securities and Exchange
Commission (“SEC”) reports of ownership and changes in ownership of Common Stock. Directors and executive officers are required
by SEC regulations to furnish the Company with copies of all Section 16(a) reports that they file. Based solely on a review of the
copies of such forms furnished to the Company, the Company believes that all reporting requirements under Section 16(a) for 2007
were met in a timely manner by its directors, officers and greater than 10% beneficial owners.
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CORPORATE GOVERNANCE AND
THE BOARD OF DIRECTORS

General

The business and affairs of the Company are managed under the direction of the Board of Directors in accordance with the
Virginia Stock Corporation Act and the Company’s Articles of Incorporation and Bylaws. Members of the Board are kept informed of
the Company’s business through discussions with the Chairman, President and Chief Executive Officer and other officers, by
reviewing materials provided to them and by participating in meetings of the Board of Directors and its committees.

Independence of the Directors

The Board of Directors in its business judgment has determined that the following nine of its 12 members are independent as
defined by the listing standards of the Nasdaq Stock Market (“NASDAQ”): Mrs. Patterson and Messrs. Baker, Basnight, Benson,
Oman, Covington, Schaubach, Sutton and Grissom. In reaching this conclusion, the Board considered that the Company and its
subsidiaries provide services to, and otherwise conduct business with, companies of which certain members of the Board or members
of their immediate families are or were directors or officers.

Consistent with the NASDAQ listing standards, our Corporate Governance Guidelines (established and monitored by the
Company’s Nominating and Corporate Governance Committee) establish categorical standards under which the Board views the
following as impairing a director’s independence:

. a director who is our employee, or whose immediate family member is an executive officer;

. a director who receives, or whose immediate family member receives, more than $100,000 per year in direct compensation
from the Company, other than director and committee fees and pension or other forms of deferred compensation for prior
service;

. a director who is affiliated with or employed by, or whose immediate family member is affiliated with or employed in a
professional capacity by, the Company’s present or former internal or external auditor;

. a director who is employed, or whose immediate family member is employed, as an executive officer of another company
where any of the Company’s present executives serve on that company’s compensation committee; and

. a director who is an executive officer or an employee, or whose immediate family member is an executive officer, of a
company that makes payments to, or receives payments from, the Company for property or services in an amount which, in
any single fiscal year, exceeds the greater of $1 million or 2% of such other company’s consolidated gross revenues.

None of our non-employee directors, their immediate family members or employers are engaged in such relationships with the
Company. The Board considered the following transactions between the Company and certain of its directors or their affiliates to
determine whether such director was independent under the above standard:

. The Company uses legal services from time to time with Basnight, Kinser, Telfeyan, Leftwich & Nucholls, P.C., of which
Mr. Basnight is a shareholder, officer and director.

. The Company engages Bay Disposal at certain locations, which is owned by Mr. Schaubach to address the Company’s waste
requirements.



. The Company engages Johns Brothers Security at certain locations, which is owned by Mr. Schaubach to address the
Company’s security monitoring requirements.

Code of Ethics

The Audit and Compliance Committee of the Board of Directors has approved a Code of Business Conduct and Ethics for
directors, officers and all employees of the Company and its subsidiaries, and an addendum to the Code of Ethics applicable to select
Executive Officers including the Chief Executive Officer, Chief Financial Officer and other principal financial officers. The Code
addresses such topics as protection and proper use of Company assets, compliance with applicable laws and regulations, accuracy and
preservation of records, accounting and financial reporting and conflicts of interest. Requests for a copy of the Company’s Code of
Ethics may be sent to bschwartz@monarchbank.com or by visiting the Company’s website at
www.monarchbank.com/investordocs.php.

Board and Committee Meeting Attendance

The Boards of Directors for Monarch Financial Holdings, Inc. and Monarch Bank, its wholly-owned subsidiary, are the same.
The Board of Directors of Monarch Financial Holdings, Inc. met six times during 2007 and the Board of Directors of Monarch Bank
met eleven times in 2007. All incumbent directors and director nominees in 2007, with the exception of Ms. Patterson, attended more
than 75% of the aggregate total number of meetings of the Board of Directors and committees on which they served that year.
Ms. Patterson, due to a family illness late in 2007, attended 73% of the aggregate meetings of the Board and committees on which she
served.

Executive Sessions

Non-employee directors meet periodically outside of regularly scheduled Board meetings. The Company held seven formal
executive sessions that included only independent directors in 2007. Mr. Benson served as chairman for these executive sessions.

Committees of the Board

The Board of Directors has five standing committees: Audit and Compliance Committee, Compensation Committee, Executive
Committee, Governance and Nominating Committee, and Loan Committee. At its first Board of Directors meeting following the
annual Board of Directors election, the Board will elect each Committee. Committee members serve for a one year term or until the
first meeting of the Board following the annual Board of Directors election. Information on the committees and the committee
members is detailed below:

Audit and Compliance Committee

The Audit and Compliance Committee (the “Audit Committee”) of the Board of Directors is responsible for providing
independent, objective oversight of the Company’s independent auditors, accounting functions and internal controls. The specific
functions of the Audit Committee are to (i) recommend selection of independent certified public accountants; (ii) approve the scope
of the accountants’ examination; (iii) review internal accounting procedures; (iv) review reports of examination by the accountants
and by regulatory agencies having jurisdiction over the Company; (v) monitor internal programs to ensure compliance with the law
and avoidance of conflicts of interest; and (vi) aid the Board in fulfilling its responsibilities for financial reporting to the public.
During 2007, the Company’s internal audit function was carried out by its internal auditor. The Audit Committee is directly
responsible for the appointment, compensation, retention and oversight of the work of both the internal auditor and the independent
auditor engaged for the purpose of preparing or issuing an audit report or performing other audit, review or attestation services for the
Company. The Audit Committee has a written Audit and Compliance Committee Charter (the “Charter”), which was filed as an
exhibit to the Company’s 2007 Proxy Statement.
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The members of the Audit Committee are Mrs. Patterson and Messrs. Baker (Chairman) and Grissom, all of whom the Board in
its business judgment has determined are independent as defined by NASDAQ’s listing standards and the requirements of the SEC.
The Board of Directors has determined that all of the members of the Audit Committee have sufficient knowledge in financial and
auditing matters to serve on the Audit Committee and that Mr. Baker qualifies as an audit committee financial expert as defined by
NASDAQ’s listing standards and the requirements of the SEC.

The Audit Committee met five times in 2007. For additional information regarding the Audit Committee, see “Audit
Information — Audit and Compliance Committee Report” on page 26 of this Proxy Statement.

Compensation Committee

The Compensation Committee reviews the CEO’s performance and compensation, reviews and sets guidelines for compensation
of the other executive officers and addresses human resources issues and policies. All decisions by the Compensation Committee
relating to the compensation of the Company’s executive officers are reported to the full Board of Directors. The Company does not
have a separate charter related to the compensation process.

The members of the Compensation Committee are Messrs. Sutton (Chairman), Basnight, Baker and Schaubach. The Board of
Directors in its business judgment has determined that all members are independent as defined by NASDAQ’s listing standards. The
Compensation Committee met three times in 2007. For additional information regarding the Compensation Committee, see
“Executive Compensation — Compensation Committee.”

Executive Committee

When the Board is not in session, the Executive Committee is authorized to exercise all of the Board’s power except for certain
Board responsibilities, such as approval of an amendment of the articles of incorporation, a plan of merger or consolidation or the
issuance of stock.

The members of the Executive Committee are Messrs. Benson (Chairman), Baker, Rountree, and Schwartz. The Executive
Committee met one time in 2007.

Loan Committee

The functions of the Loan Committee are to (i) approve and ratify new loans over a predetermined dollar limit; (ii) provide
oversight of the Company’s lending policies; and (iii) monitor the overall quality of the Company’s loan portfolio.

The members of the Loan Committee are Messrs. Benson (Chairman), Basnight, Covington, Grissom, Oman and Rountree. The
Loan Committee met 29 times in 2007.

Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee (the “Nominating Committee”) consists of Messrs. Basnight
(Chairman), Benson, Schaubach and Sutton and Ms. Patterson. The Board in its business judgment has determined that all members
are independent as defined by NASDAQ’s listing standards. The Nominating Committee is responsible for developing and
implementing policies and practices relating to corporate governance, including reviewing and monitoring implementation of the
Company’s Governance Guidelines. In addition, the Nominating Committee develops and reviews background information on
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candidates for the Board and makes recommendations to the Board regarding such candidates. The Company does not have a separate
charter related to the nomination process. The Nominating Committee did not meet in 2007, with their functions carried out by the
full Board of Directors in 2007. Mr. Crawford, the only director nominated since the previous annual meeting of shareholders, was
nominated by William F. Rountree, Jr. at the January 29, 2008 Board of Directors meeting. The Board reviewed and discussed

Mr. Crawford’s experience, position with the company, and expected future contributions to the success of the Company before
voting unanimously for his appointment to the Board of Directors for both Monarch Financial Holdings, Inc. and Monarch Bank. The
Board of Directors used the Nominating Committee guidelines in making this appointment.

In identifying potential nominees, the Nominating Committee takes into account such factors as it deems appropriate, including
the current composition of the Board, the range of talents, experiences and skills that would best complement those that are already
represented on the Board, the balance of management and independent directors and the need for specialized expertise. The
Nominating Committee considers candidates for Board membership suggested by Board members and by management and the
Nominating Committee will also consider candidates suggested by a shareholder of the Company.

The Nominating Committee considers, at a minimum, the following factors in recommending to the Board of Directors potential
new directors, or the continued service of existing directors:

» The ability of the prospective nominee to represent the interests of the shareholders of the Companys;
* The prospective nominee’s standards of integrity, commitment and independence of thought and judgment;

* The prospective nominee’s ability to dedicate sufficient time, energy and attention to the diligent performance of his or her
duties, including the prospective nominee’s service on other public company boards;

* The extent to which the prospective nominee contributes to the range of talent, skill and expertise appropriate for the Board of
Directors; and

» The prospective nominee’s involvement within the communities the Company serves.

The Company’s Bylaws also permit shareholders entitled to vote for the election of directors to submit candidates for formal
consideration by the Company if the Company receives timely written notice, in proper form, for each such recommended director
nominee. To be timely, a shareholder’s nomination must be delivered to the Secretary at the principal executive offices of the
Company between 90 and 60 days prior to the anniversary of the preceding year’s annual meeting. However, in the event that the date
of the annual meeting is scheduled to be more than 30 days prior to or 60 days after the anniversary of the preceding year’s annual
meeting, a shareholder’s nomination must be received not earlier than the 90" day prior to such annual meeting and not later than the
60" day prior to such annual meeting or the 10" day following the day on which public announcement of the date of such meeting is
first made by the Company. Any shareholder submitting a nomination under the Company’s Bylaws must include (a) all information
relating to the nominee that is required to be disclosed in solicitations of proxies for election of directors pursuant to Regulation 14A
under the Securities Exchange Act of 1934, as amended, and Rule 14a-11 thereunder (including such nominee’s written consent to
being named in the proxy statement as a nominee and to serving as a director if elected), and (b) the name and address (as they appear
on the Company’s books) of the nominating shareholder and the beneficial owner, if any, on whose behalf the nomination is made
and the class and number of shares of the Company owned beneficially and of record by such shareholder and beneficial owner.
Nominations should be addressed to: Secretary, Monarch Financial Holdings, Inc., 1101 Executive Boulevard, Chesapeake, Virginia
23320. These requirements are more fully described in Section 1.12 of the Company’s Bylaws, a copy of which will be provided,
without charge, to any shareholder on written request to the Secretary of the Company.

Under the current process for selecting new Board candidates, the Chairman and Chief Executive Officer, the Nominating
Committee or other Board members identify the need to add a new Board member

12



with specific qualifications or to fill a vacancy on the Board. The Chairman of the Nominating Committee will initiate a search,
working with staff support and seeking input from Board members and senior management, hiring a search firm, if necessary, and
considering any candidates suggested informally or recommended by shareholders. An initial slate of candidates that will satisfy
criteria and otherwise qualify for membership on the Board may be presented to the Nominating Committee. A determination is made
as to whether the Nominating Committee members or Board members have relationships with preferred candidates and can initiate
contacts. The Chairman and Chief Executive Officer and at least one member of the Nominating Committee interview prospective
candidates. The Nominating Committee meets to conduct additional interviews of prospective candidates, if necessary, and to
consider and recommend final candidates for approval by the full Board of Directors.

Communications with Directors

The Company has a formal policy regarding shareholder communications with the Board of Directors. Any shareholder may
submit written communications to Board of Directors, Monarch Financial Holdings, Inc., 1101 Executive Boulevard, Chesapeake,
Virginia 23320, whereupon such communications will be forwarded to the Board of Directors if addressed to the Board of Directors
as a group, or to the individual Director or Directors addressed. Shareholders interested in communicating directly with the
Nominating and Corporate Governance Committee, which is charged with handling all such communication to a non-management
member of the Company, may do so in writing to Nominating and Corporate Governance Committee Chairperson, Monarch Financial
Holdings, Inc., 1101 Executive Boulevard, Chesapeake, Virginia 23320. The Company promptly forwards, without screening, all
such correspondence to the indicated directors.

Annual Meeting Attendance

Directors are encouraged to attend Shareholders’ meetings. All directors except Mr. Basnight and Ms. Patterson attended the
2007 Annual Meeting of Shareholders.

EXECUTIVE COMPENSATION

Compensation Committee

The Compensation Committee of the Board of Directors, composed entirely of independent directors, administers the
Company’s executive compensation program. The role of the Committee is to oversee the Company’s compensation and benefit plans
and policies, administer its stock plans (including reviewing and approving equity grants to elected officers) and review and approve
annually all compensation decisions relating to elected officers, including those for the President and CEO and the other executive
officers named in the Summary Compensation Table. The Committee submits its decisions regarding compensation for the President
and CEO to the independent directors of the Board for ratification. The Committee does not have a charter.

Compensation Committee Interlocks and Insider Participation

No member of the Compensation Committee is a current or former officer of the Company or any of its subsidiaries. In addition,
there are no compensation committee interlocks with other entities with respect to any such member.

General Compensation Philosophy

The Company believes that compensation paid to executive officers should be closely aligned with the performance of the
Company on both a short-term and long-term basis, and that such compensation should assist the Company in attracting and retaining
key executives critical to its long-term success. Compensation should be structured to ensure that a significant portion of
compensation opportunity will be
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directly related to the Company’s performance and other factors that directly and indirectly influence shareholder value. The
Company believes that increases in loan and deposit market share, franchise footprint, non-interest income sources, earnings per
share, stock value, and net equity improves shareholder market value and, accordingly, compensation should be structured to enhance
the profitability of the Company and the total return to the shareholders. To that end, it is the view of the Company that the total
compensation program for executive officers should consist of the following items: Salary; Cash incentive awards, bonuses or
commissions; Long-term incentive compensation; and certain other benefits. The Company did not hire any compensation consultants
in 2007.

It is the intent of the Committee that salary and bonus levels are set based on a peer group of competitive financial services
companies in the Company’s market area and also a general industry peer group of similar size and/or age banks and bank holding
companies, based on available information. Where appropriate, the target position is adjusted to reflect the Company’s scale and
scope, the scale and scope of the executive’s position, as well as performance relative to peer. The Company pays an annual cash
bonus available to the named executives based on profitability. Mr. Rountree recommends bonus levels for executive officers to the
Compensation Committee, and the Committee then determines the bonus, if any, to be paid to Mr. Rountree based on the Company’s
strategic and financial performance. Monarch Capital, LLC, a subsidiary of Monarch Bank, pays commission income to those officers
that generate commercial mortgage loans for sale on the secondary market. Mr. Crawford was the only named executive officer in this
plan in 2007.

Retention of management talent is critical to the Company’s long-term success. Prior to 2006, the only retention tool available to
the Company was stock options, all of which fully vested in 2005, prior to the Company adopting FAS 123R, Share Based Payments.
Retention is now designed to be accomplished through the payment of market-based salary and bonuses, as well as with two
additional compensation vehicles: the Supplemental Executive Retirement Plan and 2006 Equity Incentive Plan. The Supplemental
Executive Retirement Plan implemented in 2006 vests over a period as long as 10 years, based on the executive’s retirement date. The
2006 Equity Incentive Plan provides for both incentive and non-qualified stock awards to executive officers, directors, and key
employees of the Company. The restricted stock grants that have been made by the Company under the 2006 Equity Incentive Plan
are designed to align the executive to shareholder value growth and, through the use on multi-year vesting periods, to retain the
executive as well as focus them on long-term value creation.

During 2007 the committee determined it was in the best interest of the Company to enter into management contracts with
Mr. Rountree, Mr. Schwartz, and Mr. Crawford. Mr. Rountree’s previous contract was approved in 1999 and was in need of updating.
These contracts, which became effective in March 2008, guarantee certain levels of compensation for the executives, and in return all
have agreed to non-competition and non-solicitation provisions should they leave the company. Should a change in control occur the
contracts terminate.

The Company’s policy on the tax deductibility of compensation for the named executive officers is to maximize the
deductibility, to the extent possible, while preserving the Company’s flexibility to maintain a competitive compensation program. The
Company expects all executive compensation paid or awarded during 2007 to be fully deductible.
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Annual Compensation

The following table provides, for the fiscal years ended December 31, 2007 and December 31, 2006, information on the total
compensation paid or accrued to the Principal Executive Officer and the two other most highly compensated executive officers of the

Company whose total compensation exceeded $100,000 (the “named executive officers”).

Summary Compensation Table for 2007

Change in
Pension Value
and
oy s
N d Stock Onti In;elntlve Compensation All Other
ame an Awards ption an | Earnings Compensation
Principal Salary Bonus Awards Compensation Total
Position Year __($) ®) ®Y _® ®) ®? ®Y $)
William F. Rountree, Jr 2007 300,000 75,000 0 0 86,046 24,385 485,431
President & Chief Executive Officer 2006 250,000 100,000 4,229 7,033 20,485 451,747
Brad E. Schwartz
. . . . 2007 173,000 60,000 0 0 5,259 18,792 257,051
Executive Vice President & Chief 5500 148'000 75,000 4,229 4,708 17,349 249,394
Operating & Financial Officer
E. Neal Crawford® 2007 128,000 35,000 0 0 5,259 26,640 194,899
Norfolk President 2006 117,000 40,000 2,538 4,708 31,808 196,054
(1) The Company granted restricted stock awards pursuant to the Company’s 2006 Equity Incentive Plan which was approved by

shareholders at the 2006 annual meeting. All shares have been adjusted for any previous stock dividends/stock splits prior to
December 31, 2007. Stock award valuations are calculated by multiplying the number of shares awarded by the closing price of
the stock as of December 31 of each year. This value is then multiplied by the vesting percentage, which was less than 1% in

2007 and approximately 9% in 2006.

(2) These amounts represent the aggregate change in the actuarial present value of each officer’s accumulated benefit under the
Company’s Supplemental Executive Retirement Plan.

(3) Includes life insurance premiums, personal use of a Company-owned vehicle or vehicle allowance, 401(k) benefit match, and
Mr. Crawford’s commission income (as described in Footnote (4)). See Summary Perquisite Table below for further detail by
named executive officer for 2007.

(4) Mr. Crawford received $9,234 in 2007 and $15,869 in 2006 in commission income on brokered loans sold by Monarch Capital,

LLC, a wholly-owned subsidiary of Monarch Bank. Mr. Crawford qualifies for this commission income in connection with his
former position as President of Norfolk Capital, LLC, which was merged into Monarch Capital, LLC in 2003. These

commissions are included in the column above titled All Other Compensation ($) for Mr. Crawford.

15



Summary Perquisite Table

The following table provides, for the fiscal year ended December 31, 2007, information on compensation in the form of
perquisites and other personal benefits paid to named executive officers.

Auto Company
Allowance/ Contributions to Life Commission

Use of Company Employee Stock Insurance Income
Name and Principal Company Contributions Purchase Plan Premiums Monarch Total
Position Vehicle($) to 401(k) ($) $) $) Capital ($) $)
William F. Rountree, Jr. 4,979 12,112 499 6,795 24,385
President and Chief Executive Officer
Brad E. Schwartz 8,400 10,005 123 264 18,792
EVP and Chief Financial & Operating Officer
E. Neal Crawford 8,400 8,321 85 600 9,234 26,640
Norfolk President

There were no severance payments or change in control payments in 2007 for any of the named executive officers.

Employment Agreement

The Company entered into employment agreements with Messrs. Rountree, Schwartz and Crawford on March 10, 2008. The
contract for Mr. Rountree replaced his previous contract originally dated April 14, 1999. The contracts will all expire on March 10,
2011, unless terminated earlier in accordance with its provisions. Each year on the anniversary of the signing of the contracts each
contract renews for a three year period, unless either party gives written notice indicating a desire to the contrary. As compensation
under his agreement, the Board has agreed to pay a base salary of no less than their current base salary, and any annual bonuses that
the Board of Directors elects to give to senior management. The Board has also agreed to allow the named executives to participate in
any fringe benefit or benefit plan that the Company may adopt, including the Company’s 2006 Equity Incentive Plan. The Company
has also agreed to pay for a $100,000 life insurance policy on Mr. Rountree’s life for his benefit, and to provide a vehicle or vehicle
allowance for each named executive’s use. The employment agreements will terminate upon death, retirement or disability.
Additionally, the agreements may be terminated by the Company or a named executive at any time with proper notice.

Equity Grants in 2007

The Company’s 2006 Equity Incentive Plan provides for the granting of both incentive and non-qualified stock awards to
executive officers, directors, and key employees of the Company. The following table provides information concerning equity-based
awards granted to the named executive officers during 2007. There were no stock options granted to the named executive offices in
2007. There were restricted stock grants in 2007, as detailed below.
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Name and
Principal
Position

William F. Rountree, Jr.
President and CEO

Brad E. Schwartz
EVP and Chief Financial &
Operating Officer

E. Neal Crawford
Norfolk President

Grants of Plan-Based Awards for 2007

Grant Date

December 31,

2007

December 31,
2007

December 31,
2007

Date of
Compensation All Other Stock Awards: .
Committee Number of Shares of Stock Grant date Fa.lr Value of Stock
and Option Awards
Action®) @2 &)
November 26, 1,000 $ 9,500
2007
November 26, 1,000 $ 9,500
2007
November 26, 1,000 $ 9,500
2007

(1) The Compensation Committee approved the restricted stock grants included in this table at its November 26, 2007 meeting. In

approving the grants the Committee set December 31, 2007 as the grant date.
(2) Mr. Rountree’s restricted stock vests on December 31, 2009, or upon a change of control, whichever occurs first. The other

recipients’ restricted stock vests on December 31, 2012, or upon a change of control, whichever occurs first.
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Outstanding Equity Awards at Fiscal Year End 2007

The following table lists information on the holdings of unexercised stock options and unvested stock awards as of
December 31, 2007 for each of the named executive officers:

Name and
Principal
Position

William F.
Rountree, Jr.
President and Chief

Executive Officer

Brad E. Schwartz

EVP and Chief
Financial &
Operating Officer

E. Neal Crawford
Norfolk President

Option Awards Stock Awards
Equity
Equity Incentive
Equity Market Incentive Plan  Plan Awards:
Incentive Value of Awards: Market or
1\;:;?]2?; eosf Number of Plan glg}?:: ers Shares Number of Payout Value
Underlying Securities Awards: of Stock of Stock Unearned of Unearned
Un exerzise d Underlying Number of Option That That Shares or Shares or
Options Unexercised Securities Exle’r cise Have Not Have Other Rights Other Rights
p(#) Options Underlying Price Option Vested Not That Have Not That Have
#) Unearned Expiration Vested Vested Not Vested
Exercisable  Unexercisable Options (#) $® Date @) V® $ @#) ®
11,040 0 0 4.21 4/14/2009 4,000 38,000 0 0
7,128 0 0 6.31 9/20/2010
19,800 0 0 6.31  7/14/2013
8,250 0 0 9.42  9/14/2015
14,850 0 0 8.13 5/1/2014 4,000 38,000 0 0
8,250 0 0 942 9/142015
11,880 0 0 796 12/13/2013 2,800 26,600 0 0
8,250 0 0 942 9/14/2015

(1) Exercise price per share, number of unexercised options [and number of unvested restricted stock shares] reflect a 6:5 stock split
in 2003, a 6:5 stock split in 2004, an 11:10 stock dividend in 2005, a 5:4 stock split in 2006, and a 6:5 stock split in 2007. All

stock awards have been adjusted for stock splits/dividends.

(2) Each stock grant vests at the end of a specified period ranging from two to five years, or upon a change of control, whichever
occurs first. Mr. Rountree was granted 3,000 shares of restricted stock on 9/18/2006 that will vest on 9/18/2009, and was granted
1,000 shares of restricted stock on 12/31/2007 that will vest on 12/31/2009. Mr. Schwartz was granted 3,000 shares of restricted
stock on 9/18/2006 that will vest on 9/18/2009, and was granted 1,000 shares of restricted stock on 12/31/2007 that will vest on
12/31/2012. Mr. Crawford was granted 1,800 shares of restricted stock on 9/18/2006 that will vest on 9/18/2009, and was
granted 1,000 shares of restricted stock on 12/31/2007 that will vest on 12/31/2012.
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Stock Option Exercises in 2007

In the table below, we list information on the exercise of stock options and the vesting of stock awards during the year ended
December 31, 2007 for each of the named executive officers:

Option Exercises and Stock Vested for 2007

Option Awards Stock Awards
Number of Shares Value Realized Number of Shares Value Realized
Acquired on Exercise on Exercise Acquired on Vesting on Vesting

Name and Principal Position #) $) #) ($)
William F. Rountree, Jr. 24,000 206,904 0 0
President and Chief Executive Officer

Brad E. Schwartz 0 0 0 0
Executive Vice President and Chief

Financial & Operating Officer
E. Neal Crawford 0 0 0 0

Norfolk President

Pension and Retirement Benefits

The Company implemented a Supplemental Executive Retirement Plan in 2006 to provide supplemental payments upon the
retirement at age 65 of each named executive. Mr. Rountree will receive annual payments under the plan of $50,000 per year for 10
years, and the other named executives will each receive $30,000 per year for 10 years. Vesting in the plan occurs at 10% per year for
10 years for Messrs. Schwartz and Crawford. Mr. Rountree vests at 25% per year with the vesting accelerating to 100% once he
reaches the retirement age of 65 and retires. The Supplemental Executive Retirement Plan fully vests upon a change in control of the
Company based on the current present value of benefits to be received at retirement. The Supplemental Executive Retirement Plan
assumes each participant retire at age 65, and uses a 5.85% discount rate and a 34% tax rate in the assumptions used to accrue for the
eventual payments.

2007 Pension Benefits
Number of Years Present Value of Payments During
Credited Service Accumulated Benefit the Last Fiscal
Name and Principal Position Plan Name #)(1) ($)(2) Year ($)
William F. Rountree, Jr. Supplemental 2 163,079 0
President and Chief Executive Officer Executive
Retirement
Plan
Brad E. Schwartz Supplemental 2 9,967 0
Executive Vice President and Chief Financial Executive
and Operating Officer Retirement
Plan
E. Neal Crawford Supplemental 2 9,967 0
Norfolk President Executive
Retirement
Plan

(1) The number of years of credited service for each named executive officer are counted from the inception of the Supplemental
Executive Retirement Plan in 2006 pursuant to its terms. Each named executive officer has actual years of service in excess of
the number listed in this column.
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Severance and Change in Control Benefits

The table below shows the value of estimated Company payments pursuant to the employment agreements, equity plans and
other non-qualified plans described below, upon a termination of employment, including the Company gross-up payments for the
excise tax on the parachute payments upon a change of control, for the named executives. On March 10, 2008 the Company entered
into new employment agreements with Messrs. Rountree, Schwartz and Crawford, as discussed above. The table below assumes that
the new employment agreements were in place on December 31, 2007 and calculates the required payments based on the closing
price of the Common Stock on that date. The payments represent the maximum possible payments under interpretations and
assumptions most favorable to each executive officer. All termination events are assumed to occur on December 31, 2007 and
termination upon a change of control is assumed to be involuntary by the Company or its successor. Company payments to a
terminated executive may be more or less than the amounts shown in the table if the termination of employment occurs in a later year
or because of contingencies contained in the various agreements and plans. In addition, certain amounts currently are vested and, thus,
do not represent an increased amount of benefits.

Estimated Current Value of Severance and Change-in-Control Benefits

Early
Supplemental Vesting of
Executive Restricted Estimated
.. Severance Retirement Plan Stock Other Tax Gross

Name and Principal
Position Amount ($)(l) Enhancement®  Awards® ($)(4) Up(s) Total ($)

Termination of Employment by Executive For Good Reason or Company Without Just Cause
William F. Rountree, Jr. 1,273,1550 — — 98,324 — 1,371,479
Brad E. Schwartz 800,376 — — 72,876 — 873,252
E. Neal Crawford 556,218 — — 67,715 — 623,933

Termination of Employment by Executive Without Just Cause
William F. Rountree, Jr. 300,000 — — 32,775 — 332,775
Brad E. Schwartz 173,000 — — 24,292 — 197,292
E. Neal Crawford 128,000 — — 22,572 — 150,572

Death
William F. Rountree, Jr. 150,000 — — 16,387 — 166,387
Brad E. Schwartz 86,500 — — 12,146 — 98,646
E. Neal Crawford 64,000 — — 11,286 — 75,286

Company Payment upon Change in Control
William F. Rountree, Jr. 1,378,527 186,196 23,354 98,324 540,646 2,227,047
Brad E. Schwartz 712,394 185,118 23,354 72,876 247,806 1,241,548
E. Neal Crawford 503,094 185,118 17,813 67,715 176,398 950,138

(1) Severance amount for Mr. Rountree, Schwartz and Crawford upon a termination of employment by executive for good reason or
by the company without just cause is, based on a December 31, 2007 effective date, equal to current salary and bonus for the
period running from December 31, 2007 to the end of his current contract. If employment is terminated by the executive without
just cause then one years salary and benefits are paid in exchange for an agreement not to compete and not to solicit employees
of the company for a one year period. Severance for all of the named executive officers upon a change in control is equal to 2.99
times the executive’s current salary and bonus.

(2) Upon a change in control the supplemental executive retirement plan vesting accelerates to 100% of the present value of the full
retirement benefit.
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(3) Upon a change in control restricted stock grants fully vest.

(4) Other expenses for Mr. Rountree, Mr. Schwartz and Mr. Crawford upon a termination of employment by executive with good
reason or by the company without cause is, based on a December 31, 2007 date, comprised of the present value of health and life
insurance premiums, auto allowance, and defined contribution plan contributions for the period running from December 31,
2007 to the end of their current management contracts. If employment is terminated by the executive without just cause then one
years benefits are paid in exchange for an agreement not to compete and not to solicit employees of the company for a one year
period. Other expenses for all of the named executives upon a change in control is comprised of the present value of three years
of health care expense, defined contribution plan contributions, auto allowances, and life insurance premiums.

(5) Estimated tax gross up payments reimburse the named executives for any excess tax liability related to the exercise of the
change in control agreements.

Before March 10, 2008 Mr. Rountree was the only named executive with an employment contract that stipulated required
payments should he resign with good reason or the Company terminate his employment without cause. The Amended Agreement
signed March 10, 2008 between the Bank and Mr. Rountree includes three substantive changes to the employment agreement entered
into by and between the parties on April 14, 1999 and effective as of April 14, 1999: (1) if Mr. Rountree dies while employed by the
Bank, the Bank will continue to pay Mr. Rountree’s designated beneficiary, or his estate, as applicable, an amount equal to
Mr. Rountree’s then current base salary for six months after his death; (2) if Mr. Rountree is terminated as a result of his disability as
determined pursuant to the Amended Agreement, then certain restrictions imposed by the Amended Agreement shall not apply after
he ceases to be employed by the Bank, and (3) at termination Mr. Rountree is prohibited from soliciting any employees of the Bank or
any related companies for employment.

On March 10 2008 Mr. Rountree, Mr. Schwartz, and Mr. Crawford signed employment contracts. Prior to this Mr. Schwartz and
Mr. Crawford were not under contract. Under the employment agreements, termination by the Company “Without Just Cause” as
defined in the agreement, or by the named executive “For Good Reason” as defined in the agreement, entitles the executive to receive
payment equal to his salary, bonuses and welfare benefits for the remainder of the term of his agreement (in both cases computed
using the highest rate paid for such salary or bonus in the previous year). If the named executive terminates his employment without
just cause they are entitled to receive one year’s salary and benefits. These benefits are conditioned on a covenant not to compete or
accept a position with another competing financial services company within a 35 mile radius of any Company banking office or hire
any individual with the Company for a one year term beginning on the date of departure. If the named executive dies during the term
of the agreement the named beneficiary will receive six months of salary and welfare benefits.

The Company recognizes that, as a publicly held corporation in the financial services industry, there exists the possibility of a
change in the control of the Company. In order to minimize such uncertainty among senior management and to promote continuity in
the event of a control change transaction, the Company has entered into agreements with each of the named executive officers. A
“change of control” is defined with reference to a change in the composition of the Board of Directors, a change in the ownership of a
majority of the Company’s voting stock or a sale of a majority of the Company’s assets.

The Company has agreements with the named executive officers that become effective upon a change in control. Under the
terms of these agreements, the Company or its successor agrees to continue the named executive officers in its employ for a term of
three years after the date of a change in control. During the term of the contracts, the named executive officers will retain
commensurate authority and responsibilities and compensation benefits. They will receive base salaries at least equal to that paid in
the immediate prior year and bonuses at least equal to the annual bonuses paid prior to the change in control. If the employment of a
named executive officer is terminated during the three years other than for cause or disability as defined in the agreement, or if a
named executive officer should terminate employment because a material term of their contract is breached by the Company, such
terminating officer will be
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entitled to 2.99 times the sum of his base salary, annual bonus and equivalent benefits, as well as any excess gross-up payments to
account for additional tax liability on the named executive officers. The Company has agreed to establish and fund a trust within 10
days of a change in control to ensure payment of this contingent obligation.

Employee Benefit Plans

401(k) Plan. The Company has adopted a profit sharing and thrift plan (the “401(k) Plan”) qualified under Section 401(k) of the
Internal Revenue Code of 1986 (the “Code”). All employees of the Company may elect to participate and may contribute up to 15%
of their annual salary to the 401(k) Plan. The Company may make a matching contribution and the amount of such matching
contribution, if any, will be determined by the Company each year. The Company matched the employee’s contribution on a dollar
for dollar basis for the first 6% of the employee’s contribution during 2007. Employer matching contributions are made in the form of
shares of Common Stock, which is purchased on the open market.

Employee Stock Purchase Plan. The Monarch Employee Stock Purchase Plan (the “Purchase Plan”) is intended to provide
eligible employees of the Company and its subsidiaries an opportunity to acquire an interest in the Company through the purchase of
shares of Common Stock. The Purchase Plan is designed to meet the requirements of an “employee stock purchase plan” within the
meaning of Section 423 of the Code. The Company has reserved 90,000 shares of Common Stock for offering to eligible employees.
All employees of the Company and its subsidiaries who have met certain requirements, other than those owning stock or outstanding
options representing five percent or more of the total combined voting power or value of Common Stock, are eligible to participate in
the Purchase Plan. Employees who elect to participate in an offering may utilize an unlimited amount of their compensation for the
purchase of Common Stock through payroll deductions. No employee, however, may purchase more than $25,000 in fair market
value of Common Stock under the Purchase Plan in any calendar year. For 2007 the purchase price for the shares was the market
value of the shares when purchased multiplied by 95%. The Purchase Plan is not subject to the Employee Retirement Income Security
Act of 1974 (“ERISA”) and is not qualified under Section 401(a) of the Code.

Equity Incentive Plan. In March 2006, the Board of Directors adopted and, in June 2006, the shareholders of the Company
approved, the Monarch Financial Holdings, Inc. 2006 Equity Incentive Plan (the “Incentive Plan”). The purpose of the Incentive Plan
is to promote the interest of the Company and its shareholders by enabling the Company to recruit, reward and retain employees and
outside directors. The Incentive Plan is administered and interpreted by the Board, unless the Board chooses to delegate its
administration duties to a committee of the Board composed solely of two or more Non-Employee Directors as “Non-Employee”
director is defined in Rule 16b-3 under the Securities Exchange Act of 1934. The number of shares of Common Stock that may be
subject to award under the Incentive Plan may not exceed a currently adjusted 600,000 shares of the issued and outstanding Common
Stock, to be adjusted for any additional future stock dividends/splits. In administering the Incentive Plan to employees, the Board has
the authority to determine the terms and conditions upon which awards may be made and exercised, to construe and interpret the
Incentive Plan and to make all determinations and actions with respect to all awards under the plan. This Incentive Plan succeeded the
1999 Incentive Stock Option Plan, in which all shares under the 1999 Plan were vested as of December 31, 2005.
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Securities Authorized for Issuance under Equity Compensation Plans

The following table shows certain information with respect to the Equity Compensation Plans as of December 31, 2007.

Number of securities to be Weighted-average
issued upon exercise of exercise price of
outstanding options, outstanding options,
Plan category warrants and rights warrants and rights
Equity compensation plans approved by
security holders: 1999 Stock Option Plan 440,730 (1) $ 6.70
Equity compensation plans approved by
security holders: 2006 Equity Incentive
Plan 53,960(2) $ 12.98
Equity compensation plans not approved by
security holders N/A N/A
Total 494,690 $ 7.39

[CONFIRM THAT THERE ARE STILL SECURITIES AVAILABLE UNDER THE 1999 PLAN]

Number of securities
remaining available for
future issuance under
equity compensation plans

13,460

572,800

N/A
586,260

(1) Consists entirely of shares of Common Stock underlying previously granted stock options that have not been exercised. All of
these options were granted pursuant to Monarch Bank’s 1999 stock option plan, the predecessor plan to the 2006 Equity

Incentive Plan.
(2) Restricted stock awards issued pursuant to the 2006 Equity Incentive Plan.
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Director Compensation

During 2007, the Company paid non-employee directors for meeting attendance at a rate of $400 for monthly Monarch Bank
Board of Director meetings and $200 for committee meetings, paid in cash or in shares of Common Stock at open market rates. All
meetings of the Monarch Financial Holdings, Inc. board were held at the same time and place as Monarch Bank board of directors
meetings in 2007, with no additional compensation paid if the meetings were held on the same day. Mr. Crawford, Mr. Rountree and
Mr. Schwartz, all employee directors, have not been paid any director’s fees.

As an annual retainer, each director has been granted a restricted stock award pursuant to the Monarch Financial Holdings, Inc.
2006 Equity Incentive Plan. Grants of 400 shares per non-employee director were made in 2007 on December 31, 2007 at the closing
market price on the day issued. Shares vest one year from issuance. Mr. Rountree, Mr. Schwartz and Mr. Crawford in their capacities
as employees, received grants of 1,000 shares of restricted stock each on December 31, 2007, at the closing market price on the day
issued, to vest five years from the date of issuance for Mr. Crawford and Mr. Schwartz and to vest in two years from the date of
issuance for Mr. Rountree. Those shares are detailed further in the Grants of Plan Based Awards section of this document.

The following table sets forth certain information relating to compensation of directors as of December 31, 2007:

Director Compensation for 2007

Fees Earned or Stock

Paid in Cash Awards Option All Othen:
Awards Compensation
Name @®W ®? ®) ®) Total ($)
Lawton H. Baker $ 5600 $ 3800 $ — $ — $ 9,400
Cassell D. Basnight $ 10,100 $ 3,800 $ — $ — $13,900
Jeffrey F. Benson $ 9200 $ 3800 $ — $ — $13,000
Joe P. Covington, Jr. $ 8,800 $ 3,800 $ — $ — $12,600
Taylor B. Grissom $ 10,250 $ 3,800 $ — $ — $14,050
Robert M. Oman $ 8,800 $ 3,800 $ — $ — $12,600
Elizabeth T. Patterson $ 3,600 $ 3,800 $ — $ — $ 7,400
Dwight C. Schaubach $ 4200 $ 3800 $ — $ — $ 8,000
Lawrence L. Sutton $ 4,600 $ 3,800 $ — $ — $ 8,400
Total $ 65,150 $34,200 $ — $ — $99,350

(1) All meeting fees are paid in cash and on a quarterly basis the accrued balances for the majority of directors are used to purchase
shares of Common Stock on the open market on their behalf.

(2) Each of the directors named above were granted 400 shares of restricted stock that vest December 31, 2008. The valuation is
based on the Company stock price at December 31, 2007.

(3) Outstanding Stock Options for non-employee directors. All are vested and all expire ten years from the date of issuance.
Mr. Baker was granted 2,266 shares on 4/14/99, 3,564 shares on 9/20/00, 10,890 shares on 7/16/2003, and 3,300 shares on
9/14/2005. Mr. Benson was granted 11,405 shares on 4/14/99, 3,564 shares on 9/20/00, 10,890 shares on 7/16/2003, and 3,300
shares on 9/14/2005. Mr. Covington was granted 3,300 shares on 9/14/2005. Mr. Grissom was granted 11,405 shares on 4/14/99,
3,564 shares on 9/20/00, 10,890 shares on 7/16/2003, and 3,300 shares on 9/14/2005. Mr. Oman was granted 11,405 shares on
4/14/99, 3,564 shares on 9/20/00, 10,890 shares on 7/16/2003, and 3,300 shares on 9/14/2005. Mr. Schaubach was granted 3,300
shares on 9/14/2005.
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Transactions with Management

Some of the directors and officers of the Company are at present, as in the past, customers of the Company and its subsidiaries,
and the Company and its subsidiaries have had, and expect to have in the future, banking transactions in the ordinary course of their
business with directors, officers, principal shareholders and their associates, on substantially the same terms, including interest rates
and collateral on loans, as those prevailing at the same time for comparable transactions with others. These transactions do not
involve more than the normal risk of collectability or present other unfavorable features. The balance of loans to directors, executive
officers and their associates totaled $15,056,027 at December 31, 2007, or 41% of the Company’s equity capital at that date. All loans
to directors are approved at the Directors Loan Committee and ratified at the next Board of Directors meeting, with the director
receiving the loan abstaining from the vote. The Board of Directors has approved all related party transactions with members of the
Board of Directors.

Other than as set forth above, there were no transactions during 2007 between the Company’s directors or officers and the
Company or its subsidiaries, nor are there any proposed transactions. Additionally, there are no legal proceedings to which any
director, officer or principal shareholder, or any affiliate thereof, is a party that would be material and adverse to the Company.

PROPOSAL 2. RATIFICATION OF APPOINTMENT
OF INDEPENDENT ACCOUNTANTS

The Board of Directors, upon recommendation of its Audit and Compliance Committee, has appointed, subject to shareholder
approval, Goodman & Company, LLP, as the firm of independent certified public accountants to audit the financial statements of the
Company for the fiscal year ending December 31, 2008, and the Board of Directors desires that such appointment be ratified by the
shareholders. Goodman & Company, LLP, audited the financial statements of the Company for the fiscal year ended December 31,
2007. A majority of the votes cast by holders of Common Stock is required for the ratification of the appointment of the independent
certified public accountants.

The report of the Audit and Compliance Committee is below. A representative of Goodman & Company, LLP, will be present at
the Annual Meeting, will have the opportunity to make a statement if he or she desires and will be available to respond to appropriate
questions from shareholders.

THE BOARD OF DIRECTORS RECOMMENDS THAT SHAREHOLDERS VOTE FOR THE APPOINTMENT OF
GOODMAN & COMPANY, LLP, AS THE COMPANY’S INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS FOR
THE FISCAL YEAR ENDING DECEMBER 31, 2008.

AUDIT INFORMATION

The Audit Committee operates under a written charter that it has adopted. The members of the Audit Committee are independent
as that term is defined in the listing standards of NASDAQ.

Fees of Independent Public Accountants
Audit Fees

The aggregate fees billed by Goodman & Company, LLP, for professional services rendered for the audit of the Company’s
annual financial statements for the fiscal years ended December 31, 2007 and 2006, and for the review of the consolidated financial
statements included in the Company’s Quarterly Reports on Form 10-Q, and services that are normally provided in connection with
statutory and regulatory filings and engagements, for those fiscal years were $60,250 in 2007 and $39,600 for 2006.
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Audit-Related Fees

The aggregate fees billed by Goodman & Company, LLP, for professional services for assurance and related services that are
reasonably related to the performance of the audit or review of the Company’s consolidated financial statements and not reported
under the heading “Audit Fees” above for the fiscal years ended December 31, 2007 and 2006 were $3,350 and $2,500, respectively.

Tax Fees

The aggregate fees billed by Goodman & Company, LLP, for professional services for tax compliance, tax advice and tax
planning for the fiscal years ended December 31, 2007 and 2006 were $5,750 and $3,250, respectively. During 2007 and 2006, these
services included the preparation of federal and state tax returns, and general tax matters.

All Other Fees

There were no other fees charged by Goodman & Company, LLP, for other services. The aggregate fees billed by Goodman &
Company, LLP, for all services rendered to the Company for the fiscal years ended December 31, 2007 and 2006 were $69,350 and
$45,350, respectively.

Audit and Compliance Committee Report

Management is responsible for the Company’s internal controls, financial reporting process and compliance with laws and
regulations and ethical business standards. The independent auditor is responsible for performing an independent audit of the
Company’s consolidated financial statements in accordance with generally accepted auditing standards and issuing a report thereon.
The Audit Committee’s responsibility is to monitor and oversee these processes on behalf of the Board of Directors.

In this context, the Audit Committee has reviewed and discussed with management and the independent auditors the audited
financial statements for the year ended December 31, 2007. The Audit Committee has discussed with the independent auditors the
matters required to be discussed by Statement on Auditing Standards No. 61, as amended (AICPA, Professional Standards). In
addition, the Audit Committee has received from the independent auditors the written disclosures and letter required by Independence
Standards Board Standard No. 1 (Independence Discussions with Audit Committees) and discussed with them their independence
from the Company and its management. Moreover, the Audit Committee has considered whether the independent auditor’s provision
of other non-audit services to the Company is compatible with maintaining the auditor’s independence.

In reliance on the reviews and discussions referred to above, the Audit Committee recommended to the Board of Directors that
the audited financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal year ended December 31,
2007, for filing with the Securities and Exchange Commission. By recommending to the Board of Directors that the audited financial
statements be so included, the Audit Committee is not opining on the accuracy, completeness or presentation of the information
contained in the audited financial statements.

Audit and Compliance Committee

Lawton H. Baker, Chair
Taylor B. Grissom Elizabeth T. Patterson
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Pre-Approved Policies and Procedures

All audit related services, tax services and other services were pre-approved by the Audit Committee, which concluded that the
provision of such services by Goodman & Company, LLP, was compatible with the maintenance of that firm’s independence in the
conduct of its auditing functions. Generally, services are pre-approved by the Audit Committee through its annual review of the
engagement letter. Subsequently, as the need for additional services arise, detailed information regarding the specific audit, audit-
related, tax and permissible non-audit services are submitted to the Audit Committee for its review and approval prior to the provision
of such services. In the event that the Audit Committee cannot meet prior to the provision of such services, the Audit Committee has
delegated to its Chair the authority to pre-approve such services. All such pre-approvals are then reported to the Audit Committee at
its next regularly scheduled meeting.

PROPOSALS FOR 2009 ANNUAL MEETING OF SHAREHOLDERS

The next Annual Meeting of Shareholders will be held on or about May 7, 2009. Any shareholder who wishes to submit a
proposal for consideration at that meeting, and who wishes to have such proposal included in the Company’s proxy statement, must
comply with SEC Rule 14a-8 and must submit the proposal in writing no later than December 1, 2008. The deadline for shareholders
to notify the Company of non-Rule 14a-8 matters that may be raised for consideration at the 2009 annual meeting is March 2, 2009,
and such notices may not be submitted prior to January 31, 2009. Additionally, any such shareholder proposals or notifications must
contain the information required by Section 1.12.1 of the Company’s Bylaws. Any shareholder may obtain a copy of the Company’s
Bylaws, without charge, upon written request to the Secretary of the Company. All such proposals and notifications shall be sent to
the Secretary of the Company at 1101 Executive Boulevard, Chesapeake, Virginia 23320.

The Company’s Bylaws also prescribe the procedure a shareholder must follow to nominate directors or to bring other business
before shareholders’ meetings outside of the proxy statement process. For a shareholder to nominate a candidate for director at or to
bring other business before the 2009 annual meeting of shareholders, notice must be received by the Secretary of the Company not
less than 60 days and not more than 90 days before the first anniversary date of the 2008 annual meeting. Additionally, any such
shareholder proposals or notifications must contain the information required by Section 1.12.1 of the Company’s Bylaws. Based upon
the May 7, 2009 date of for the 2009 annual meeting of shareholders, the Company must receive any notice of nomination or other
business no later than March 2, 2009 and no earlier than January 31, 2009.

AVAILABLE INFORMATION

The Company is subject to the informational requirements of the Exchange Act, as administered by the SEC, and in accordance
therewith will file reports, proxy statements and other information with the SEC. The public may read and copy any document that
the Corporation would file at the SEC’s public reference room facility located at 100 F Street, N.E., Washington, D.C. 20549. Please
call the SEC at 1-800-SEC-0330 for further information on the public reference room. The SEC maintains an internet site at
http://www.sec.gov that contains reports, proxy and information statements and other information regarding companies that file
documents with the SEC electronically through the SEC’s electronic data gathering, analysis and retrieval system known as EDGAR.

THE COMPANY’S ANNUAL REPORT TO SHAREHOLDERS FOR THE FISCAL YEAR ENDED DECEMBER 31,
2007, INCLUDING FINANCIAL STATEMENTS, IS BEING MAILED TO SHAREHOLDERS WITH THIS PROXY
STATEMENT. A COPY OF THE COMPANY’S ANNUAL REPORT ON FORM 10-K FOR 2007 FILED WITH THE
SECURITIES AND EXCHANGE COMMISSION, EXCLUDING EXHIBITS, MAY BE OBTAINED WITHOUT CHARGE
BY WRITING TO BRAD E. SCHWARTZ, SECRETARY, WHOSE ADDRESS IS 1101 EXECUTIVE BOULEVARD,
CHESAPEAKE, VIRGINIA 23320. THE ANNUAL REPORT IS NOT PART OF THE PROXY SOLICITATION
MATERIALS.
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OTHER MATTERS

The Board of Directors does not intend to present, and knows of no one who intends to present, to the meeting any matter for action
by shareholders other than as set forth herein. However, the enclosed proxy confers discretionary authority with respect to transaction

of any other business that may properly come before the meeting, and it is the intention of the persons named in the proxy to vote in
accordance with their judgment on any such matter.

By Order of the Board of Directors,

" TREE

William F. Rountree, Jr.
President and Chief Executive Officer

Dated in Chesapeake, Virginia and mailed this 31% day of March, 2008
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PLEASE MARK VOTES REVOCABLE PROXY |

AS IN THIS EXAMPLE MONARCH FINANCIAL HOLDINGS, INC. With-  For All
For hold Except
PROXY SOLICITED ON BEHALF OF THE 1. To elect as directors the five persons listed O O O
S inees below.
BOARD OF DIRECTORS 4 nominees etow
Nominees for Class Ill Directors Whose Terms Will Expire in 2011:
The undersigned hereby appoints and jointly and Joe P. Covington, Jr., E. Neal Crawford, William F. Rountree, Jr., and
severally, proxies, with full power to act alone, and with full power of substitution, to Dwight C. Schaubach

represent the undersigned and to vote, as designated below and upon any and all other

matters that may properly be brought before such meeting, all shares of Common Stock

that the undersigned would be entitled to vote at the Annual Meeting of Shareholders of

Monarch Financial Holdings, Inc. to be held at the Monarch Bank Great Bridge Office, . . .

1034 S. Battlefield Blvd., Chesapeake, Virginia 23322, on Thursday, May 1, 2008, at INSTRUCTION: To withhold authority to vote for any individual

10:00 a.m., local time, or at any adjournments thereof, for the following purposes. nominee, n}ark For All Except” and write that nominee’s name in the
space provided below.

Nominee for Class I Director Whose Term Will Expire in 2009:
Lawrence L. Sutton

For Against Abstain

2. To ratify the appointment of Goodman & O O O
Company, LLP, as the Bank’s Independent
auditor for the year ending December 31 , 2008.

3. To transact such other business as may properly come before the Annual
Meeting. Management is not aware of any other business, other than
procedural Matters incident to the conduct of the Annual Meeting.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTED

Please be sure to sign and date Date IN THE MANNER DIRECTED HEREIN BY THE SHAREHOLDER. IF
this P 1 the box bel NO DIRECTION IS GIVEN, THIS PROXY WILL BE VOTED FOR ALL
15 I'roxy 1n the box below. NOMINEES LISTED IN ITEM 1 AND FOR ITEM 2.

Shareholder sign above Co-holder (if any) sign above

“* Detach above card, sign, date and mail in postage paid envelope provided. *

MONARCH FINANCIAL HOLDINGS, INC.

(If signing as Attorney, Administrator, Executor, Guardian or Trustee, please add your title as such.)

PLEASE MARK, SIGN, DATE
AND RETURN PROMPTLY

IF YOUR ADDRESS HAS CHANGED, PLEASE CORRECT THE ADDRESS IN THE SPACE PROVIDED BELOW AND RETURN THIS PORTION WITH THE PROXY
IN THE ENVELOPE PROVIDED.
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