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Original Offering Price: * $11.00 | Diluted EPS 2009A: $(1.21) | P/IE 2009A: NMF
52 Wk. Range: NA | (FY: DEC) 2010A: $(0.60) 2010A: NMF
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* No formal trading — original offering price.

Background

Based in Greensboro, NC, Premier Commercial Bank (“the Bank™) is the only business bank
headquartered in North Carolina’s Piedmont Triad that is focused on meeting the banking needs of
small and medium-sized businesses. The Bank is strategically positioned in the attractive Piedmont
Triad market, and operates out of a full service office in Greensboro and a loan production office in
High Point; future expansion plans include Winston-Salem. As of March 31, 2011, the Company had
total assets of approximately $111 million. The Bank focuses on providing highly customized
products and services to its customers, which include small to medium-sized operating companies, real
estate developers, builders and contractors, professional service firms and entrepreneurs. Products and
services include business loans, such as term loans, commercial real estate loans and business
acquisition financing, checking and savings accounts, IRAs and CDs. The Bank offers cash
management services such as sweep accounts, wire transfers, ACH origination and payroll, and
specialized services including remote deposit capture, online Billpay, merchant card services and
courier services. It also offers a full line of personal banking services.

Earnings in Line with Projections, Revenue Growth is Strong
Premier Commercial Bank reported results that were in line with our estimates. Although there was a
loss in the quarter, revenue growth remained strong, balance sheet momentum was maintained and
there were no nonperforming assets at quarter end. In terms of specifics, the Bank reported a net loss
of $350,000, or $0.18 per diluted share, in the first quarter of 2011, compared to a net loss of $184,000,
or $0.10 per diluted share, for the fourth quarter of 2010 and a net loss of $270,000, or $0.14 per
diluted share, in the year-ago quarter. The “core banking
loss” (which we define as pretax income before security
gains and the provision for loan losses) was $261,000 for
2011’s first quarter, versus $123,000 in 2010’s fourth
quarter and $246,000 in the year-ago quarter. The larger
core banking loss on a sequential quarter basis can
primarily be attributed to the increase in noninterest
expense, most of which related to the start-up of the
Bank’s mortgage operation. An increase in the provision
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year-ago quarter) also contributed to the drop.
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On the positive side of things, though, total revenues
continued to advance quite well, increasing 52% in 2011’s
first quarter from the year-ago level. Net interest income
was the primary driver, as can be seen from the adjacent chart. The increase in net interest income was
both volume and rate based, as the net interest margin grew to 3.05% in the first quarter of 2011,
versus 2.98% in 2010’s fourth quarter and 2.79% in the year-ago quarter. Average earning assets
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increased 31% over the past year, the net effect of this with the margin change being that net interest
income was up about 43% to $781,000 in the first quarter of 2011 from $545,000 in the year-ago
quarter. The other two areas that warrant some discussion are noninterest income and expense, both of
which are being affected by the start-up of a mortgage operation. Mortgage fees in the first quarter of
2011 totaled about $48,000, which accounted for the majority of noninterest income in the quarter, and
led to an increase in total noninterest income to $60,000 in the first quarter of 2011, from $7,000 in the
year-ago quarter. (We would note that it was down from $69,000 in the fourth quarter of 2010.)
Noninterest expense also reflected the start-up of the mortgage operation, as noninterest expense
increased 38% to $1,101,000 in the first quarter of 2011, from $798,000 in the year-ago quarter.
Management expects the expenses associated with the mortgage operation to be moderating, while
income is expected to maintain good year-over-year growth.

Balance Sheet Growth is Excellent, Deposit Mix is Improving, Loans Well Diversified

Premier Commercial Bank’s balance sheet growth continues to be strong. For example, from March
31, 2010 to March 31, 2011, total assets grew 33%, net loans increased 38% and deposits grew 34%.
Given the Bank’s strong capital position and its expansion strategy, the strong growth is likely to be
sustained, which augurs well for a continuation of top
line growth. While the balance sheet has been growing,
the mix (of both deposits and loans) has been improving

LOAN COMPOSITION AT MARCH 31, 2011
(% OF TOTAL LOANS)

Owner occupied Commercial 24.8

Non-owner occupied Commercial 26.0 as well. From March 31, 2010 to March 31, 2011,
Construction & Land Development 3.8 certificates of deposit (which are typically higher cost
1-4 Family Residential Construction 04 sources of funds) declined to 38% of total deposits from
1-4 Family Residential 8.4 . . . .
Multi Family 74 47%, while core deposits increased 55% over this
Home Equity Lines of Credit 9.6 period. We were also pleased with the composition of
Total Real Estate Loans 804 Premier Commercial Bank’s loan portfolio, as the Bank
Commercial & Industrial 187 has very limited exposure to riskier construction and
Personal/Other 0.9 land development lending. As can be seen from the
Total Loans 100.0

table to the left, construction and development loans
were only about 4% of the total loan portfolio at March
31, 2011. Most of the Bank’s loans were owner occupied and non-owner occupied commercial loans
(51% of total loans). As was stated above, Premier also continues to maintain a solid capital position,
with shareholders equity of $15 million, or 13.43% of total assets, at March 31, 2011 (compared to
9.32% for the NC peer group median).

Premier Commercial Bank has no NPAs, Reserves Grew 41 %

At March 31, 2011, Premier Commercial Bank did not have any nonperforming assets, though it did
have about $525,000 in loans that were 30 to 89 days past due. In comparison, the median NPA-to-
asset ratio for its NC peer group was 8.6%. The allowance for loan losses increased 41% to $963,000,
or 1.33% of total loans, at March 31, 2011, from $681,000, or 1.30% of total loans, at the year-ago
date.

Projections Lowered

Based on noninterest expense being a little higher than anticipated, we are lowering our 2011 earnings
projection to a loss of $635,000, or $0.33 per share, from our previous estimate of a loss of $280,000,
or $0.15 per share. However, we are still expecting the Bank to become profitable by the end of the
year. Given that the Bank is still at a relatively early stage of development, these earnings projections
are subject to wide variation. For more information about Premier Commercial Bank, please visit the
Company’s web site at www.premierbanknc.com. For stock quotes or to download an online version
of this report, please visit Equity Research Services' web site at www.equityresearch.com.
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