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300 SW Broad Street
Southern Pines, North Carolina 28387

Telephone (910) 246-2500

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD THURSDAY, MAY 7, 2015

To Our Shareholders:

The annual meeting of shareholders of First Bancorp (the “Company”) will be held at the James H. Garner Conference
Center, 211 Burnette Street, Troy, North Carolina (see map on outside back cover) on Thursday, May 7, 2015 at 3:00
p.m. local time, for the purpose of considering and acting on the following matters:

A proposal to elect nine (9) nominees to the Board of Directors to serve until the 2016 annual meeting of
“shareholders, or until their successors are elected and qualified.

A proposal to ratify the appointment of Elliott Davis Decosimo, PLLC as the independent auditors of the Company
“for 2015.

To approve, on a non-binding advisory basis, the compensation paid to the Company’s named executive officers, as
"disclosed in the accompanying proxy statement (“say on pay”).

4.Such other business as may properly come before the meeting, or any adjournment thereof.

Only shareholders of record as of the close of business on March 17, 2015 are entitled to notice of and to vote at the
annual meeting and any adjournment thereof.

Whether or not you expect to be present at the annual meeting, please complete, date and sign the enclosed
form of proxy and return it promptly in the enclosed envelope. If you attend the meeting, your proxy will be
returned to you upon request. You may also vote by telephone or on the Internet, as described in the proxy
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statement and on the proxy card.

Please note that the attached form of proxy includes a request from the Company to indicate whether or not
you plan to attend the annual meeting. For planning purposes, management of the Company would appreciate
you filling in the appropriate box indicating whether or not you plan to attend the annual meeting. If you
initially indicate that you are not planning to attend and later want to, or do not indicate one way or the other,
you are still welcome and invited to attend the meeting.

The proxy statement accompanying this notice sets forth further information concerning the proposals to be
considered at the annual meeting. You are urged to study this information carefully.

Included in this package, in compliance with applicable regulations, is the Company’s 2014 Annual Report, which
includes a letter from the president, and the Company’s Form 10-K. The Form 10-K includes the Company’s financial
statements and other required disclosures.

By Order of the Board of Directors
Elizabeth B. Bostian
April 1, 2015 Secretary
Important notice regarding the availability of proxy materials

for the shareholder meeting to be held on May 7, 2015.

The Proxy Statement and 2014 Annual Report on Form 10-K

are also available at www.edocumentview.com/FBNC
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First Bancorp
300 SW Broad Street
Southern Pines, North Carolina 28387

Telephone (910) 246-2500

PROXY STATEMENT

INTRODUCTION

This proxy statement is furnished to the shareholders of First Bancorp (hereinafter sometimes referred to as the
“Company”’) by the Board of Directors in connection with its solicitation of proxies for use at the annual meeting of
shareholders of the Company to be held on Thursday, May 7, 2015 at 3:00 p.m. local time, at the James H. Garner
Conference Center, 211 Burnette Street, Troy, North Carolina (see map on outside back cover), and at any
adjournment thereof. Action will be taken at the annual meeting on the items described in this proxy statement and on
any other business that properly comes before the meeting.

This proxy statement and accompanying form of proxy are first being mailed to shareholders on or about April 1,
2015.

The accompanying proxy is for use at the 2015 Annual Meeting if a shareholder either will be unable to attend in
person or will attend but wishes to vote by proxy. Most shareholders have a choice of voting by completing the
enclosed proxy card and mailing it in the postage-paid envelope provided, voting over the Internet or using a toll-free
number. Shareholders should refer to the proxy card or the information forwarded by the shareholder’s bank, broker or
other holder of record to see which voting options are available. Shareholders who vote over the Internet may incur
costs, such as telephone and Internet access charges, for which the shareholder is responsible. The Internet and
telephone voting facilities for eligible shareholders of record will close at 11:59 p.m. Eastern Daylight Time on May
6, 2015. Specific instructions to be followed by any eligible shareholder interested in voting via the Internet or
telephone are shown on the enclosed proxy card. The Internet and telephone voting procedures are designed to
authenticate the shareholder’s identity and to allow shareholders to vote their shares and confirm that their instructions
have been properly recorded. In the event that the proxy card does not reference Internet or telephone voting
information because the recipient is not the registered owner of the shares, the proxy card must be completed and
returned in the self-addressed, postage-paid envelope provided.
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If you hold your shares in street name, it is critical that you cast your vote if you want it to count in the election of our
director nominees (Proposal 1 of this Proxy Statement). Previously, if you held your shares in street name and you did
not indicate how you wanted your shares voted in the election of directors, your bank or broker was allowed to vote
those shares on your behalf in the election of directors as they felt appropriate. Changes in regulations were made to
take away the ability of your bank or broker to vote your uninstructed shares in the election of directors on a
discretionary basis. Thus, if you hold your shares in street name and you do not instruct your bank or broker how to
vote in the election of directors, no votes will be cast on your behalf.

Any shareholder giving a proxy may revoke it at any time before a vote is taken by (i) duly executing a proxy bearing
a later date; (ii) executing a notice of revocation in a written instrument filed with the secretary of the Company; or
(iii) appearing at the meeting and notifying the secretary of the shareholder’s intention to vote in person. Unless a
contrary choice is specified, all shares represented by valid proxies received pursuant to this solicitation, and not
revoked before they are exercised, will be voted as set forth in this proxy statement. In addition, the proxy confers
discretionary authority upon the persons named therein, or their substitutes, with respect to any other business that
may properly come before the meeting.

The presence, in person or by proxy, of the holders of a majority of the outstanding shares of the Company’s common
stock entitled to vote is necessary to constitute a quorum at the annual meeting. If a quorum is not present or
represented at the annual meeting, the shareholders present and entitled to vote have the power to adjourn the meeting
from time to time, without notice other than announcement at the meeting, until a quorum is present or represented. At
any such adjourned meeting at which a quorum is present or represented, any business may be transacted that might
have been transacted at the meeting as originally notified. Abstentions from the vote on a particular proposal and
broker non-votes will be counted as present for purposes of determining if a quorum is present, but will not be counted
as votes on the proposal in question.
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The Company will bear the entire cost of preparing this proxy statement and of soliciting proxies. Proxies may be
solicited by employees of the Company, either personally, by special letter, or by telephone. Employees will not
receive additional compensation for the solicitation of proxies. The Company also will request brokers and others to
send solicitation material to beneficial owners of stock and will reimburse their costs for this purpose.

Only shareholders of record as of the close of business on March 17, 2015 (the “Record Date”) will be entitled to vote at
the annual meeting or any adjournment thereof. The number of outstanding shares of the Company’s common stock
entitled to vote at the annual meeting is 19,709,880. Shareholders are entitled to one vote for each share of the
Company’s common stock.

PRINCIPAL HOLDERS OF VOTING SECURITIES

The Securities Exchange Act of 1934, as amended (the “Exchange Act”), requires that any person who acquires the
beneficial ownership of more than five percent of the Company’s common stock notify the Securities and Exchange
Commission (the “SEC”) and the Company. Following is certain information, as of the most recent practicable date,
regarding those persons or groups who held of record, or who are known to the Company to own beneficially, more
than five percent of the Company’s outstanding common stock.

Name and Address of Beneficial Owner Amoup t and Nature.of Percent of Class
Beneficial Ownership

Wellington Management Company, LLP

280 Congress Street 1,634,459 shares 8297
Boston, MA 02210 of common stock (1) ¢
BlackRock Inc.

40 East 52nd Street 1,238,630 shares 6,289
New York, NY 10022 of common stock (2) ¢
Basswood Capital Management

645 Madison Avenue, 10t Floor 1,124,460 shares 5719
New York, NY 10022 of common stock (3) 7 ¢

This is based on a Schedule 13G/A filed by Wellington Management Group, LLP on February 12, 2015, and the
schedule indicates that the ability to vote or dispose of the shares is shared.

ey

This is based on a Schedule 13G/A filed by BlackRock Inc. on January 30, 2015, and the schedule indicates sole
power to vote and dispose of these shares.

2)
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This is based on a Schedule 13G/A filed by Basswood Capital Management on February 17, 2015, and the
schedule indicates that the ability to vote or dispose of the shares is shared.

3)

PROPOSAL 1 - ELECTION OF DIRECTORS

Section 3.02 of the Company’s bylaws provides that the number of directors on the Board of Directors of the Company
will be not less than three nor more than 18, as may be fixed by resolution duly adopted by the Board of Directors at

or prior to the annual meeting at which such directors are to be elected. In accordance with the bylaws, the size of the
board was previously fixed by the Board of Directors at 12 members until May 7, 2015. Effective with the Annual
Meeting of Shareholders on May 7, 2015, the size of the board has been fixed at 9 members.

In the absence of any specifications to the contrary, proxies will be voted for the election of all 9 of the nominees
listed in the table below by casting an equal number of votes for each such nominee. If, at or before the time of the
meeting, any of the nominees listed below becomes unavailable for any reason, the proxyholders have the discretion
to vote for a substitute nominee or nominees. The board currently knows of no reason why any nominee listed below
is likely to become unavailable. The 9 nominees receiving a plurality of votes cast shall be elected. This means that
the 9 nominees with the most votes will be elected. Only votes “FOR” a nominee will affect the outcome .

2
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The Company’s Articles of Incorporation provide that, if camulative voting applies, each shareholder is “entitled to
multiply the number of votes he is entitled to cast by the number of directors for whom he is entitled to vote and cast
the product for a single candidate or distribute the product among two or more candidates.” Cumulative voting
procedures will not be followed at the annual meeting unless a shareholder calls for cuamulative voting as provided in
the Company’s Articles of Incorporation, by announcing at the meeting before the voting for directors starts, his or her
intention to vote cumulatively. If cumulative voting is properly invoked by a shareholder, the chair shall declare that
all shares entitled to vote have the right to vote cumulatively and shall thereupon grant a recess of not less than two
days, nor more than seven days, as the chair shall determine, or of such other period of time as is unanimously agreed
upon. If cumulative voting applies, the proxyholders may, in their discretion, vote the shares to which such proxies
relate on a basis other than equally for each of the nominees named below and for less than all such nominees, but the
proxyholders will cast such votes in a manner that would tend to elect the greatest number of such nominees (or any
substitutes therefor in the case of unavailability) as the number of votes cast by them would permit.

NOMINATIONS FOR DIRECTOR

Nominees for election to the Board of Directors are selected by the incumbent board prior to each annual meeting, and
the nominees listed below were selected in that manner. Nominations from shareholders must be made in accordance
with the Company’s bylaws, which generally require such nominations to be made in writing and not less than 60 nor
more than 90 days prior to the meeting at which directors are to be elected and to include certain information about the
proposed nominee, in addition to other requirements.

A copy of the bylaw provision setting forth the complete procedure for shareholder nominations of directors may be
obtained upon written request to First Bancorp, 300 SW Broad Street, Southern Pines, North Carolina 28387,
Attention: Elizabeth B. Bostian, Secretary.

The Company’s bylaws state that no individual may be elected to, or may serve on, the Board of Directors any time
after his or her 75th birthday, except that if a director is elected to the Board of Directors prior to his or her 75th
birthday and reaches the age of 75 while serving as a director, such director’s term shall continue until the next annual
meeting of shareholders, at which time the director shall retire. The bylaws allow the Board of Directors to make
exceptions to this limitation in connection with mergers or acquisitions. The bylaws also state that the foregoing
provisions do not apply to any individual during the time such individual is serving as chief executive officer of the
Company.

See also “Director Nomination Process” included in the section entitled “Corporate Governance Policies and Practices”
below.
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DIRECTORS, NOMINEES AND EXECUTIVE OFFICERS

Except as noted below, the following table sets forth certain information as of December 31, 2014, with respect to

the Company's current directors, the 9 nominees for election to the Board of Directors and the executive officers of the
Company (all of these persons may be contacted at 300 SW Broad Street, Southern Pines, North Carolina 28387). Of
the 9 nominees, 8 are current directors. The 8 nominees who are current directors have each served on the Board of
Directors since the 2014 Annual Meeting. Jack D. Briggs, James G. Hudson, Jr., and George R. Perkins, Jr., each of
whom is currently serving as a director, are not standing for re-election because each one is retiring from the Board of
Directors on May 7, 2015 in accordance with the retirement policy discussed above. The nominee who is not a current
director, O. Temple Sloan, III, has been nominated to be a director in accordance with the Director Nomination
Process, which is described beginning on page 11. John C. Willis was elected as a director at the 2014 shareholder
meeting and served as such until passing away on January 7, 2015. The Board has nominated one new director to
replace the four directors who either passed away or are retiring, and pursuant to the Company’s bylaws, the Board of
Directors has adopted a resolution reducing the size of the Board to 9 effective upon the date of the 2015 Annual
Meeting. Accordingly, only 9 directors may be elected at the Annual Meeting.

Each of the 9 nominees has indicated a willingness to serve if elected. The Board of Directors recommends a vote
“FOR” the election of these nominees.

TABLE OF DIRECTORS, NOMINEES AND EXECUTIVE OFFICERS

Common Stock Beneficially Owned (1)

Number of
Number of iil;reéghat Total
Current Director (D), Shares y . Number of
. Acquired Percent
Name (Age)** Nominee (N), or Owned o Shares
... ) . within 60 .. of Class
Position with Company (excluding Beneficially
. Days by
options) L Owned

Exercising

Options
Directors and Nominees
Richard H. Moore (54) President and CEO (D) (N) 96,075 (2) — 96,075 *
Daniel T. Blue, Jr. (65) D) (N) 8,629 — 8,629 *
Jack D. Briggs (75) D) 138,548 (3) 11,250 149,798 *
Mary Clara Capel (56) (D) (N) 9,798 11,250 21,048 *
James C. Crawford, III (58) (D) (N) 72,357 (4) — 72,357 *
James G. Hudson, Jr. (75) (D) 98,384 (5) 4,500 102,884 *
George R. Perkins, Jr. (75) (D) 496,140 11,250 507,390 2.57%
Thomas F. Phillips (69) D) (N) 77,686 (6) 11,250 88,936 *

10
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O. Temple Sloan, III (54) ™N) — — _

Frederick L. Taylor, IT (45) (D) (N) 19,975 11,250 31,225
Virginia C. Thomasson (63) (D) (N) 19,348 11,250 30,598
Dennis A. Wicker (62) D) (N) 16,958 (7) 11,250 28,208
4

* K% ¥k

11
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Common Stock Beneficially Owned (1)

Number of
Shares That
Number of May Be

Current Director (D), Shares Owned Acquired

Name (Age)** Nominee (N), or

Position with Company (Oep)iic(l)?lg;ng g:}l]l;l;so
Exercising
Options

Non-Director Executive Officers

Executive Vice President &

Eric P. Credle (46) Chief Financial Officer

23,905 (8) 6,270

Michael G. Mayer (55) President of First Bank 893 9

Executive Vice President &

Edward F. Soccorso (42) Chief Strategy Officer

1,828 (10

Directors/Nominees and Non-Director Executive Officers

as a Group (15 persons) 1,080,524 (11) 89,520

* Indicates beneficial ownership of less than 1%.
o Age information is as of April 1, 2015

Notes to Table of Directors, Nominees and Executive Officers:

Total
Number of Percent
Shares of Class
Beneficially
Owned

30,175 *

893 *

1,828 *

1,170,044 5.94%

Unless otherwise indicated, each individual has sole voting and investment power with respect to all shares

ey

shareholder for whom such shares are listed.

beneficially owned by such individual. The “Number of Shares Owned” in the table above includes executive
officers’ reported shares in the 401(k) defined contribution plan, which are voted by the plan trustee and not by the

Mr. Moore’s shares include 40,000 shares of restricted stock that are subject to vesting conditions related to the

(2)attainment of earnings goals in calendar year 2015 and 1,239 shares held in the Company’s
contribution plan.

3) grandchildren, and 43,115 shares held by his spouse.

401(k) defined

Mr. Briggs’ shares include 1,733 shares held as custodian for his daughter, 1,713 shares held as custodian for his

12
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(4) Mr. Crawford’s shares include 6,325 shares held by his spouse and 6,600 shares held jointly with his children.

(5) Mr. Hudson'’s shares include 2,895 shares held by his spouse.

Mr. Phillips’ shares include 1,965 shares held by his spouse and 186 shares that his spouse owns jointly with two of
their children.

(6)
@) Mr. Wicker’s shares include 2,000 shares held by his spouse.
(8) Mr. Credle’s shares include 13,768 shares held in the Company’s 401(k) defined contribution plan.
©) Mr. Mayer’s shares include 193 shares held in the Company’s 401(k) defined contribution plan.

(10) Mr. Soccorso’s shares include 828 shares held in the Company’s 401(k) defined contribution plan.

The number of shares held by directors, nominees, and non-director executive officers includes 194,859 shares of
(11)the Company’s stock that have been pledged as collateral by these persons for loans received from the Company
and other financial institutions, as follows: Mr. Phillips — 32,976 shares; and Mr. Credle — 13,768 shares.
5

13
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Director Nominees

Daniel T. Blue, Jr., 65, is the managing partner of the law firm Blue Stephens and Fellers LLP, located in Raleigh,
North Carolina, where he has been an attorney since 1973. In 1980, Mr. Blue was elected to the North Carolina House
of Representatives and was re-elected twelve times. From 1991 — 1995, Mr. Blue was twice elected Speaker of the
North Carolina House of Representatives. Mr. Blue currently serves in the North Carolina Senate, representing Wake
County, and was elected in March 2014 as the Senate Minority Leader. Mr. Blue is the immediate past Chair of the
Board of Trustees of Duke University. He is also a member of the Duke University Health System and a former
director of Duke University Management Company. Mr. Blue has been a director of the Company and First Bank
since 2010.

Mr. Blue has an extensive background in law and public service, and has skills related to executive decision making,
as well as oversight, governance and management of large organizations.

Mary Clara Capel, 56, is a member of senior management as the director of administration at Capel, Incorporated, a
rug manufacturer, importer and exporter located in Troy, North Carolina, where she has been employed since 1981,
including thirteen years in her current position. She is a past member of the North Carolina Banking Commission. Ms.
Capel has been a director of the Company and First Bank since 2005. Ms. Capel is the current chairman of the Board
of Directors of the Company.

Ms. Capel brings business executive decision making and oversight skills as a result of her 34 years of experience
with a third-generation family business, which has grown from its rug manufacturing operation in Troy, North
Carolina to importing and exporting rugs worldwide.

James C. Crawford, III, 58, served on the Board of Directors, including as its Chairman, of Great Pee Dee Bancorp,
Inc., a bank holding company headquartered in Cheraw, South Carolina, from 1992 until its acquisition by the
Company in April 2008. Mr. Crawford is the retired Chief Executive Officer of B.C. Moore and Sons, Inc., a
department store chain. Mr. Crawford has been a director of the Company and First Bank since 2008. Mr. Crawford is
the current chairman of the Board of Directors of First Bank.

Mr. Crawford brings extensive experience with accounting and finance, as well as oversight and management of
multiple businesses.

14
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Richard H. Moore, 54, was named as President and Chief Executive Officer of the Company in June 2012. Prior to
joining the Company, he served as a managing director of San Diego-based Relational Investors LLC, a Registered
Investment Advisor that advises the investment decisions of some of the largest pension funds in the world. Prior to
joining Relational Investors, Mr. Moore served two terms as State Treasurer of North Carolina and served for four
years as the Secretary of Crime Control and Public Safety. Mr. Moore also previously served as Chair of the North
Carolina State Banking Commission for eight years. Mr. Moore served two terms on the Board of Executives of the
New York Stock Exchange and is currently the chair of the New York Stock Exchange Regulation Board. Mr. Moore
was previously an Assistant U.S. Attorney and also practiced corporate, real estate and tax law for many years. Mr.
Moore is a former trustee of Wake Forest University and served on its Investment Committee. Mr. Moore is also a
director of the Durham-based North Carolina Mutual Life Insurance Company. Mr. Moore has been a director of the
Company and First Bank since 2010.

Mr. Moore’s career has provided him with extensive financial and accounting experience and gives him keen insight
with respect to budget and audit matters, as well as the oversight, governance and management of larger
organizations.

Thomas F. Phillips, 69, is an automobile dealer and owner of Phillips Ford, located in Carthage, North Carolina. He
served as a director of First Savings Bancorp, Inc. from 1985 until its merger with the Company in 2000. Mr. Phillips
has served as a director of the Company and First Bank since 2000.

Mr. Phillips brings over 30 years of financial experience gained during his director terms with First Savings Bancorp
and the Company. Mr. Phillips has extensive skills in accounting, finance and risk management.

15
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O. Temple Sloan, III, 54, is the former Chief Executive Officer and President for General Parts, Inc. (GPI), the
largest privately-owned auto parts supplier in the United States, which owned and operated more than 3,100
CARQUEST Auto Parts stores and over 80 WORLDPAC branches in the United States, Canada and Puerto Rico.
Prior to GPI's acquisition by Advance Auto Parts, Inc., Mr. Sloan served as President and Chief Executive Officer of
GPI from 2008 to January 2, 2014 and as President of GPI from 2001 to 2008. Mr. Sloan is currently a director of
Advance Auto Parts, Inc. He previously served as a director of Car Care Council and is currently a member of the
Board of Trustees of Northwood University.

Mr. Sloan brings to the Company business leadership, innovation, executive decision making and oversight skills as a
result of 30 years of experience in a commercial business.

Frederick L. Taylor, II, 45, is President of Troy Lumber Company, located in Troy, North Carolina, where he has
been employed since 1992. Mr. Taylor has been a director of the Company and First Bank since 2005.

Mr. Taylor brings business-building skills and experience to the Company. Additionally, Mr. Taylor has experience in
overseeing the preparation of financial statements and review of accounting matters.

Virginia Thomasson, 63, is a Certified Public Accountant with the firm Holden, Thomasson, & Longfellow, P.C.,
located in Southern Pines, North Carolina, where she has been a partner since 1988. She served as a director of First
Savings Bancorp, Inc. from 1997 until its merger with the Company in 2000. Ms. Thomasson has served as a director
of the Company and First Bank since 2000. Ms. Thomasson has been designated as an “audit committee financial
expert” in accordance with SEC regulations.

Ms. Thomasson brings to the Company experience and skills in public accounting and over 17 years of financial
industry experience.

Dennis A. Wicker, 62, is a partner in the law firm Nelson Mullins Riley and Scarborough, LLP, located in Raleigh,
North Carolina, a position he has held since 2009. From 2008 to 2009, Mr. Wicker was a shareholder and a member of
the Executive Committee of the law firm of SZD Wicker, LPA, and from 2001 to 2008 he was a partner in the law
firm of Helms, Mullis & Wicker, LLP. Mr. Wicker served as Lieutenant Governor of North Carolina from 1993 to
2001. Mr. Wicker has been a director of the Company and First Bank since 2001. Mr. Wicker currently serves as a
director of Coca Cola Bottling Company Consolidated and within the past five years served as a director of Air T, Inc.

Mr. Wicker has an extensive background in law and public service and brings to the Company executive decision
making, governance and risk assessment skills.

16
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Executive Officers

In February 2015, we undertook a reevaluation of the duties and responsibilities of all of our senior officers and
compared those duties and responsibilities to the appropriate SEC rules regarding employees who are to be designated
as “executive officers.” As a result of that analysis, our company’s number of executive officers declined from 12 to 4
(including Mr. Moore). In addition to Mr. Moore, the executive officers of the Company and First Bank are currently
as follows:

Eric P. Credle, 46, is an Executive Vice President of the Company and First Bank and has served as the Chief
Financial Officer of the Company and First Bank since joining the Company in 1997.

Michael G. Mayer, 55, was named the President of First Bank effective March 10, 2014 and was appointed as a
director of First Bank in October 2014. Prior to joining the Company, Mr. Mayer most recently served as Chief
Executive Officer of 15t Financial Services Corporation, parent company of Mountain 15t Bank & Trust, a position he
held from January 2010 until 1%t Financial Services Corporation’s acquisition in January of 2014. Mr. Mayer
previously served as President and Chief Executive Officer of Carolina Commerce Bank from 2009 until 2010 and
Colony Signature Bank (In Organization) from 2007 to 2009, and has held various senior banking positions over his
thirty year banking career.

7
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Edward F. Soccorso, 42, is an Executive Vice President of First Bank and is currently the Chief Strategy Officer of
the Company and First Bank. Mr. Soccorso joined the Company in 2012 and served as Co-Chief Credit Officer of
First Bank from January 2013 until November 2014 when he was named to the Chief Strategy Officer position. Prior
to joining First Bank, Mr. Soccorso was Director at Piedmont Investment Advisors, LLC where he managed the team
dedicated to advising the U.S. Treasury on bank investments made under the Troubled Asset Relief Program (TARP).
Prior to joining Piedmont in 2009, Mr. Soccorso was a Senior Vice President at Four Corners Capital Management,
LLC, a Registered Investment Advisor that managed asset backed and fixed income portfolios for institutional
investors.

18
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BOARD COMMITTEES AND ATTENDANCE

The Board of Directors has established four standing committees: the Executive and Loan Committee, the Audit
Committee, the Compensation Committee, and the Nominating and Corporate Governance Committee. In addition,
the Board of Directors may establish other committees from time to time for specific purposes. The following table
presents the 2015 membership of the committees that are described below. The chair of each committee is noted with
a “(c)”. Following the table is additional information regarding each committee.

Nominating and

Executive Audit Compensation Corporate
and Loan . .
. Committee Committee  Governance
Committee .
Committee
Daniel T. Blue, Jr. X X X X
Jack D. Briggs* X X X X
Mary Clara Capel X X X (¢) X (¢)
James C. Crawford, III X X X X
James G. Hudson, Jr.* X
Richard H. Moore X
George R. Perkins, Jr.* X X X
Thomas F. Phillips X X X X
O. Temple Sloan, IIT **
Frederick L. Taylor, I X X X X
Virginia C. Thomasson X Xk X X

Dennis A. Wicker X

* Mr. Briggs, Mr. Hudson, and Mr. Perkins are serving on these committees until their retirement from the Board of
Directors on May 7, 2015.

** It is expected that Mr. Sloan will join one or more committees upon election to the Board of Directors.

Executive and Loan Committee

The Executive and Loan Committee is authorized, between meetings of the Board of Directors, to perform all duties
and exercise all authority of the Board of Directors, except those duties and authorities exclusively reserved to the
Board of Directors by the Company’s bylaws or by statute. The Executive and Loan Committee also serves as Loan
Committee for First Bank. The Executive and Loan Committee held 13 meetings during 2014.
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Audit Committee

The Audit Committee is responsible for the appointment, compensation and oversight of the Company’s independent
auditors, and must approve in advance all audit fees and the terms of all non-audit services provided by the
independent auditors. The Audit Committee also reviews and presents to the Board of Directors information regarding
the effectiveness of the Company’s policies and procedures with respect to auditing, accounting, and internal controls.
The Audit Committee also reviews the Company’s financial reporting process on behalf of the Board of Directors. All
of the current members of the Audit Committee are independent, as defined by the Nasdaq Stock Market (“NASDAQ”)
and the Securities Exchange Act, as well as the Company’s Corporate Governance Guidelines. The Audit Committee
held five meetings during 2014.

The Board of Directors has determined that Ms. Thomasson is an “audit committee financial expert” within the meaning
of SEC rules and regulations. The Audit Committee reviews and ratifies its charter on an annual basis. The Audit
Committee charter is available on the Company’s website at www.LocalFirstBank.com under the tab “About Us —
Investor Relations — Governance Documents.”

Compensation Committee

Generally, the Compensation Committee is responsible for reviewing the compensation policies and benefit plans of

the Company and for making recommendations regarding the compensation of its executive officers. The

Compensation Committee also administers the Company’s equity compensation plans. The Compensation Committee

has the authority to delegate any of its responsibilities to subcommittees. Each of the current members of this

committee is independent under the rules and regulations of NASDAQ and the Securities Exchange Act, as well as the
Company’s Corporate Governance Guidelines. The Compensation Committee held five meetings during 2014. The
Compensation Committee operates under a charter that has been approved by the Board of Directors. The

Compensation Committee reviews and ratifies its charter on an annual basis, and the charter is available on the

Company’s website at www.LocalFirstBank.com under the tab “About Us — Investor Relations — Governance Documents.”
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Nominating and Corporate Governance Committee

The Nominating and Corporate Governance Committee is responsible for i) identifying qualified individuals to
become Board members, ii) determining the composition of the Board and its committees, and iii) developing and
implementing the Company’s corporate governance guidelines. The Nominating and Corporate Governance
Committee will consider shareholder nominees for Board membership. Any shareholder wishing to nominate a
candidate for director must follow the procedures described in the section “Nominations For Director” above. The
section below entitled “Corporate Governance Policies and Practices - Director Nomination Process” describes the
process utilized by the Nominating and Corporate Governance Committee for identifying and evaluating candidates to
be nominated as directors. The Nominating and Corporate Governance Committee reviews and ratifies its charter on
an annual basis, and the charter is available on the Company’s website at www.LocalFirstBank.com under the tab
“About Us — Investor Relations — Governance Documents.” Each of the current members of this committee is independent
as defined by NASDAQ rules and the Company’s Corporate Governance Guidelines. The Nominating and Corporate
Governance Committee held three meetings during 2014.

Attendance

The Board of Directors held eight meetings during 2014. All of the directors and nominees for re-election attended at
least 75% of the aggregate of the meetings of the Board of Directors and the committees described above on which
they served during the period they were directors and members of such committees.

CORPORATE GOVERNANCE POLICIES AND PRACTICES

The Company has developed, and operates under, corporate governance principles and practices that are designed to

maximize long-term shareholder value, align the interests of the board and management with those of the Company’s
shareholders, and promote the highest ethical conduct among the Company’s directors and employees. Highlights of

the Company’s corporate governance policies, practices and procedures are described below.

Director Independence

The Board of Directors believes that a substantial majority of the board should consist of directors who are
independent under rules set forth by NASDAQ and as defined in our Corporate Governance Guidelines. The Board of
Directors makes an annual determination regarding the independence of each of the Company’s directors. The Board
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last made these determinations for each member of the board in March 2015, based on the review of director
questionnaires designed to elicit information regarding independence. The Board has determined that 10 of its 12
current directors are independent as contemplated by NASDAQ and our Corporate Governance Guidelines and has
also determined that Mr. Sloan, a new nominee, is independent according to the same standards. The two individuals
who are not independent are Mr. Moore and Mr. Wicker. Mr. Moore is not independent because he is a current
employee of the Company. Mr. Wicker is not considered independent due to payments made by the Company to a
family member during 2011 and 2012.

Annual Director Re-Election

Since the Company’s inception, its bylaws have required that directors must stand for re-election to the Board of
Directors at each annual shareholders’ meeting. The Board of Directors believes that this policy makes it easier for
shareholders to hold directors more directly accountable for corporate performance compared to the staggered-board
structure in use at many public companies, which permits directors to hold their positions for several years.

10
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Separation of the Offices of Chairman and Chief Executive Officer

The Board of Directors believes that one of its main purposes is to protect shareholders’ interests by providing
independent oversight of management, including the Chief Executive Officer. Although not required by the
Company’s bylaws, the Board of Directors has historically believed, and continues to believe, that this objective is
facilitated by having an independent director serve as Chairman, thereby separating the offices of Chairman of the
Board of Directors and Chief Executive Officer. The Chairman of the Board is responsible for approving meeting
schedules and agendas, as well as acting as a liaison between the Chief Executive Officer and the independent
directors.

The Board’s Role in Risk Oversight

The Board of Directors believes that each member in his or her fiduciary capacity has a responsibility to monitor and
manage risks faced by the Company. At a minimum, this requires the members of our Board of Directors to be
actively engaged in board discussions, review materials provided to them, and know when it is appropriate to request
further information from management and/or engage the assistance of outside advisors. Furthermore, because the
banking industry is highly regulated, certain risks to the Company are monitored by the Board of Directors and the
Audit Committee through its review of the Company’s compliance with regulations set forth by its regulatory
authorities, including the FDIC, and recommendations contained in regulatory examinations.

Because we believe risk oversight is a responsibility for each member of the Board of Directors, we do not concentrate
the Board’s responsibility for risk oversight in a single committee. Instead, each of our committees concentrates on
specific risks for which they have an expertise, and each committee is required to regularly report to the Board of
Directors on its findings. For example, the Audit Committee regularly monitors the Company’s exposure to fraud and
internal control risk. Our Compensation Committee’s role in monitoring the risks related to our compensation structure
is discussed in further detail below. See “Compensation Committee Report” on page 25.

Executive Sessions

The Board of Directors has adopted a resolution requiring that the independent directors of the Company meet at least
twice a year in executive session with no non-independent directors or employees of the Company present. At these
meetings, the independent directors discuss strategic or other key issues regarding the Company. Two of these
executive sessions were held in 2014.

Director Nomination Process
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The Nominating and Corporate Governance Committee is responsible for identifying individuals qualified to become
Board members and recommending to the Board the individuals for nomination as members of the Board. The goal of
the Nominating and Corporate Governance Committee is to create a Board that will demonstrate objectivity and the
highest degree of integrity on an individual and collective basis. In evaluating current members and new candidates,
the Nominating and Corporate Governance Committee considers the needs of the Board and the Company in light of
the current mix of director skills and attributes. In addition to requiring that each director possess the highest integrity
and character, the Nominating and Corporate Governance Committee’s evaluation of director candidates includes an
assessment of issues and factors regarding an individual’s familiarity with the Company’s geographic market area,
independence as defined by the various regulatory authorities, business experience, accounting and financial expertise,
diversity, and awareness of the Company’s responsibilities to its customers, employees, regulatory bodies, and the
communities in which it operates. The Nominating and Corporate Governance Committee also takes into
consideration the Board’s established policies relating to the Board’s retirement policy and the ability of directors to
devote adequate time to Board and committee matters. When the Nominating and Corporate Governance Committee
is considering current Board members for nomination for re-election, the Committee also considers prior Board
contributions and performance, as well as meeting attendance records.

The Nominating and Corporate Governance Committee does not have any formal guidelines regarding how it should
consider diversity in identifying nominees for director. However, the Committee values the diversity on our current
board and is generally cognizant of the benefits of a diverse board.

11
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The Nominating and Corporate Governance Committee may seek the input of the other members of the Board and
management in identifying and attracting director candidates that are consistent with the criteria outlined above. In
addition, the Committee may use the services of consultants or a search firm, although it has not done so in the past.
The Nominating and Corporate Governance Committee also will consider recommendations by Company
shareholders of qualified director candidates for possible nomination to the Board. Shareholders may recommend
qualified director candidates by writing to the Company’s Corporate Secretary at 300 SW Broad Street, Southern
Pines, North Carolina 28387. Submissions should include information regarding a candidate’s background,
qualifications, experience, and willingness to serve as a director. Based on a preliminary assessment of a candidate’s
qualifications, the Nominating and Corporate Governance Committee may conduct interviews with the candidate and
request additional information from the candidate. The Committee uses the same process for evaluating all nominees,
including those recommended by shareholders.

In addition, the Company’s bylaws contain specific conditions under which persons may be nominated directly by
shareholders as directors at an annual meeting of shareholders. The provisions include the condition that shareholders
comply with the advance notice time-frame requirements described under the section entitled “Nominations for
Director” above.

Stock Ownership Requirements

The Company’s Board of Directors has adopted a common stock ownership policy for members of the Board. This
policy requires that any candidate for th
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