Nantahala Bank & Trust Company

120 Siler Road

Franklin, NC 28734

3rd Quarter Report
2006

31,
& gﬁé
Nantahala

BANK & TRUST COMPANY

Board of Directors

JamesA. VanderWoude - Chairman
Russell F. Gale- President & CEO
Mark B. West - Secretary

Timothy S. Hubbs

Robert F. Siler

Kathryn L . Wilde

Bank Officers

Russell F. Gale- President & CEO
Clara Reffit - Executive Vice President
Hayesville/Murphy City Executive
William Harvey - Senior Vice President
Chief Credit Officer

Jared Spencer- Senior Vice President
Chief Financial Olfficer

Debbie Frady— Vice President
Operations

Barbara Heinly — Vice President

June York — Vice President

John Snow- Assistant Vice President

Offices

Franklin

120 Siler Road, Franklin, NC 28734
(828)369-2265

Fax (828)349-9559

Toll Free (866) 754-2265

Hayesuville

102 Hwy. 64 East

PO Box 28, Hayesville, NC 28906
(828) 389-0700

Fax (828)389-0711
Toll Free (866) 583-2265

Murphy LPO
139 Peachtree Street, Murphy, NC 28906
(828) 837-1402

Fax (828) 837-1407
Toll Free (866) 658-2265




To Our Shareholders and Friends

In the first quarter report mailed earlier this year, we
stated that the “first quarter reflects the beginning of
what we believe will be a great year!” Well, the third
quarter has now come to a close, and we are
convinced more than ever that 2006 will be a great
year! Evidence of this belief resides in the fact that
several milestones were realized during third quarter.

First, total assets crossed the $100 million mark for
the first time ever and ended the quarter at $109.7
million. Total loans and total deposits reached record
levels and ended the quarter at $93.2 million and
$98.6 million, respectively. These milestones are
clear evidence that our communities embrace
Nantahala Bank’s commitment to service and our
ability to deliver a variety of financial solutions.

Another significant milestone reached in the quarter
was that your bank experienced its first profitable
quarter ever. Nantahala Bank earned $57,000 for the
three months ended September 30, 2006, and to
achieve this milestone in just two years demonstrates
that we have the most dedicated and hardworking
bankers in our markets.

The Murphy Loan Production Office continues to
exceed our expectations. Our team of bankers has
booked $19.5 million in loans since they began
operations earlier this year, and as a result of this
growth, management has begun the regulatory
approval process to establish a full-service branch in
Murphy. We anticipate beginning construction of the
office later this year.

If our first quarter slogan was “the beginning of what
we believe will be a great year”, then our fourth
quarter slogan should be to “finish what we started”.

Thank you for your continued support and referrals.

Russell F. Gale James A. VanderWoude
President & CEO Chairman of the Board
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Balance Sheet
September 30, 2006

(unaudited)
Assets

Cash & Due From Banks $ 2,281,966
Investments 7,133,387
Federal Funds Sold 5,364,000
Loans 93,920,445
Allowance for Loan Loss (1,153.495)

Net Loans 92,766,950
Premises & Equipment 1,631,177
Other Assets 591,266

Total Assets
Liabilities & Shareholders® Equity

$ 109,768,746

Deposits
Non-interest Bearing $ 10,593,075
Interest Bearing 88,371,029
Total Deposits 98,964,104
Other liabilities 476,337

Total liabilities 99,440,441
Shareholders® Equity 10,328,305

Total Li abilities &
Shareholders® Equity $ 109,768,746
Income Statement
For the Quarter Ended September 30, 2006
(unaudited)

Interest Income

Loans & fees on loans $ 1,827,567

Investments & Due From
Interest Expense

Deposits
Provision for loanloss

Netinterestincome after

provision for loan losses

Non Interest Income

Service charges on deposit accts

208,290

1,041,521

173,100

821,236

41,015
Other service charges and fees
Non interest Expense
Salaries and employee benefits
Occupancy
Other noninterest expenses
Income before taxes
Netincome

105,082

436,415
216,762

256,603
57,553

57,553



