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20271 Goldenrod Lane
Germantown, Maryland 20876
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code (301)-366-4841

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  x Yes     ¨ No 

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). x Yes     ¨ No 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ¨ Accelerated filer  x

Non-accelerated filer  ¨  (Do not check if a small reporting company) Smaller reporting company ¨

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act)  ¨
Yes x No 

As of April 30, 2015, there were 90,336,643 shares of common stock, $.01 par value, issued and outstanding.
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PART I

FINANCIAL INFORMATION

ITEM 1. UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

Neuralstem, Inc.

Unaudited Condensed Consolidated Balance Sheets

March 31,
2015

December 31,
2014

ASSETS
CURRENT ASSETS
Cash and cash equivalents $13,593,461 $12,518,980
Short-term investments 15,032,419 15,007,478
Trade and other receivables 8,173 225,524
Deferred financing fees, current portion 130,677 135,694
Prepaid expenses 388,065 274,106
Total current assets 29,152,795 28,161,782

Property and equipment, net 282,057 301,265
Patents, net 1,242,026 1,233,172
Deferred financing fees, net of current portion 62,992 89,143
Other assets 59,098 58,713
Total assets $30,798,968 $29,844,075

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable and accrued expenses $2,129,199 $2,504,978
Accrued bonuses 225,321 646,960
Current portion of long-term debt, net of discount 1,929,010 730,012
Other current liabilities 52,856 126,745
Total current liabilities 4,336,386 4,008,695

Long-term debt, net of discount and current portion 6,954,895 8,056,470
Other long-term liabilities 146,165 59,574
Total liabilities 11,437,446 12,124,739

Commitments and contingencies (Note 6)
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STOCKHOLDERS' EQUITY
Preferred stock, 7,000,000 shares authorized, zero shares issued and outstanding - -
Common stock, $0.01 par value; 300 million shares authorized, 90,336,643 and
87,789,679 shares outstanding in 2015 and 2014, respectively 903,366 877,897

Additional paid-in capital 174,560,069 167,890,220
Accumulated other comprehensive income 6,013 6,000
Accumulated deficit (156,107,926) (151,054,781)
Total stockholders' equity 19,361,522 17,719,336
Total liabilities and stockholders' equity $30,798,968 $29,844,075

See accompanying notes to unaudited condensed consolidated financial statements.
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Neuralstem, Inc.

Unaudited Condensed Consolidated Statements of Operations and Comprehensive Loss

Three Months Ended March 31,
2015 2014

Revenues $ 2,917 $ 4,167

Operating expenses:
Research and development expenses 3,182,823 1,630,365
General and administrative expenses 1,433,074 3,550,703
Total operating expenses 4,615,897 5,181,068
Operating loss (4,612,980 ) (5,176,901 )

Other income (expense):
Interest income 13,569 24,718
Interest expense (453,734 ) (432,741 )
Loss from change in fair value of derivative instruments - (334,133 )
Other income - -
Total other income (expense) (440,165 ) (742,156 )

Net loss $ (5,053,145 ) $ (5,919,057 )

Net loss per share - basic and diluted $ (0.06 ) $ (0.07 )

Weighted average common shares outstanding - basic and diluted 89,654,634 85,750,298

Comprehensive loss:
Net loss $ (5,053,145 ) $ (5,919,057 )
Foreign currency translation adjustment 13 (1,264 )
Comprehensive loss $ (5,053,132 ) $ (5,920,321 )

See accompanying notes to unaudited condensed consolidated financial statements.
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Neuralstem, Inc.

Unaudited Condensed Consolidated Statements of Cash Flows

Three Months Ended March 31,
2015 2014

Cash flows from operating activities:
Net loss $ (5,053,145 ) $ (5,919,057 )
Adjustments to reconcile net loss to cash used in operating activities:
Depreciation and amortization 83,773 90,488
Share based compensation expense 689,857 2,440,999
Amortization of deferred financing fees and debt discount 215,182 224,795
Loss from change in fair value of derivative instruments - 334,133

Changes in operating assets and liabilities:
Trade and other receivables 217,351 (1,359 )
Prepaid expenses (71,207 ) (64,963 )
Other assets (357 ) -
Accounts payable and accrued expenses (375,988 ) 492,156
Accrued bonuses (421,639 ) (307,411 )
Other current liabilities (3,648 ) 626
Other long term liabilities - (3,231 )
Net cash used in operating activities (4,719,821 ) (2,712,824 )

Cash flows from investing activities:
Purchases of short-term investments (15,032,419 ) (15,000,000 )
Maturity of short-term investments 15,007,478 -
Patent costs (57,283 ) (112,068 )
Purchase of property and equipment (16,052 ) (111,087 )
Net cash used in investing activities (98,276 ) (15,223,155 )

Cash flows from financing activities:
Proceeds from issuance of common stock from warrants exercised, net 3,073,537 1,391,466
Proceeds from issuance of common stock from options exercised - 113,000
Proceeds from sale of common stock and warrants, net of issuance costs 2,931,925 19,101,034
Payment of fees for future financing (42,758 ) -
Payment of taxes on stock option exercise - (426,212 )
Payments of long-term debt - (704,818 )
Payments of short-term notes payable (70,241 ) (40,772 )
Net cash provided by financing activities 5,892,463 19,433,698
Effects of exchange rates on cash 115 (1,035 )
Net increase in cash and cash equivalents 1,074,481 1,496,684
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Cash and cash equivalents, beginning of period 12,518,980 16,846,052

Cash and cash equivalents, end of period $ 13,593,461 $ 18,342,736

Supplemental disclosure of cash flows information:
    Cash paid for interest $ 238,552 $ 214,622

Supplemental schedule of non cash investing and financing activities:
Issuance of common stock for cashless exercise of warrants and options $ 201,720 $ 1,073,663

See accompanying notes to unaudited condensed consolidated financial statements.
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NEURALSTEM, INC.

NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2015 AND 2014

Note 1.   Basis of Presentation and Liquidity

In management’s opinion, the accompanying condensed financial statements include all adjustments, consisting of
normal recurring adjustments, which are necessary to present fairly our financial position, results of operations and
cash flows. The condensed consolidated balance sheet at December 31, 2014, has been derived from audited financial
statements as of that date. The interim results of operations are not necessarily indicative of the results that may occur
for the full fiscal year. Certain information and footnote disclosure normally included in the financial statements
prepared in accordance with generally accepted accounting principles in the United States of America (U.S. GAAP)
have been condensed or omitted pursuant to instructions, rules and regulations prescribed by the U.S. Securities and
Exchange Commission (SEC). We believe that the disclosures provided herein are adequate to make the information
presented not misleading when these condensed financial statements are read in conjunction with the Financial
Statements and Notes included in our Annual Report on Form 10-K for the year ended December 31, 2014, filed with
the SEC, and as may be amended. Certain prior period amounts have been reclassified to conform to current year
classifications. Specifically, depreciation and amortization expense is no longer shown as a separate line item; patent
amortization is now included in research and development expense and fixed asset depreciation is included in general
and administrative expense. Management feels that this reclassification better represents the expenses in their
functional categories.

Neuralstem, Inc. is referred to as “Neuralstem,” the “Company,” “us,” or “we” throughout this report. Our wholly-owned and
controlled subsidiary located in China is consolidated in our condensed consolidated financial statements and all
intercompany activity has been eliminated.

Our operations currently do not generate significant cash. Our management does not know when or if this will change.
We have spent and will continue to spend substantial funds in the research, development, clinical and pre-clinical
testing of the our stem cell and small molecule product candidates with the goal of ultimately obtaining approval from
the United States Food and Drug Administration (the “FDA”), to market and sell our products. While we believe our
long-term cash position is inadequate to fund all of the costs associated with the full range of testing and clinical trials
required by the FDA for our core product candidates, we anticipate that our available cash and expected income will
be sufficient to finance our current activities at least through March 31, 2016.

No assurance can be given that (i) FDA approval will ever be granted for us to market and sell our product candidates,
or (ii) that if FDA approval is granted, that we will ever be able to sell our products or be profitable.
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Note 2.  Significant Accounting Policies and Recent Accounting Pronouncements

Use of Estimates

The preparation of financial statements in accordance with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting period.
The condensed financial statements include significant estimates for the expected economic life and value of our
licensed technology, our net operating loss and related valuation allowance for tax purposes and our stock-based
compensation related to employees and directors, consultants and investment banks, among other things. Because of
the use of estimates inherent in the financial reporting process, actual results could differ significantly from those
estimates.

Fair Value Measurements

The carrying amounts of our short-term financial instruments, which primarily include cash and cash equivalents,
other short-term investments, accounts payable and accrued expenses, approximate their fair values due to their short
maturities. The fair value of our long-term indebtedness is estimated based on the quoted prices for the same or
similar issues or on the current rates offered to the Company for debt of the same remaining maturities. The fair values
of our derivative instruments were estimated using level 3 unobservable inputs. See Note 3 for further details.

Foreign Currency Translation

The functional currency of our wholly owned foreign subsidiary is its local currency.  Assets and liabilities of our
foreign subsidiary are translated into United States dollars based on exchange rates at the end of the reporting period;
income and expense items are translated at the weighted average exchange rates prevailing during the reporting
period.  Translation adjustments for subsidiaries that have not been sold, substantially liquidated or otherwise disposed
of are accumulated in other comprehensive income or loss, a component of stockholders' equity.   Transaction gains or
losses are included in the determination of net loss.

Cash, Cash Equivalents, Short-Term Investments and Credit Risk

Cash equivalents consist of investments in low risk, highly liquid money market funds and certificates of deposit with
original maturities of 90 days or less. Cash deposited with banks and other financial institutions may exceed the
amount of insurance provided on such deposits. If the amount of a deposit at any time exceeds the federally insured
amount at a bank, the uninsured portion of the deposit could be lost, in whole or in part, if the bank were to fail.
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Short-term investments consist entirely of fixed income certificates of deposit (“CDs”) with original maturities of
greater than 90 days and not more than one year.

Financial instruments that potentially subject us to concentrations of credit risk consist primarily of cash equivalents
and short-term investments. Our investment policy, approved by our Board of Directors, limits the amount we may
invest in any one type of investment issuer, thereby reducing credit risk concentrations. In addition, our certificates of
deposit are invested through the Certificate of Deposit Account Registry Service (“CDARS”) program which reduces or
eliminates our risk related to concentrations of investments above FDIC insurance levels. We limit our credit and
liquidity risks through our investment policy and through regular reviews of our portfolio against our policy. To date,
we have not experienced any loss or lack of access to cash in our operating accounts or to our cash equivalents and
short-term investments.

Research and Development

Research and development costs are expensed as they are incurred. Research and development expenses consist
primarily of costs associated exclusively with the pre-clinical development and clinical trials of our product
candidates.  

Income (Loss) per Common Share

Basic income (loss) per common share is computed by dividing total net income (loss) available to common
shareholders by the weighted average number of common shares outstanding during the period.

For periods of net income when the effects are dilutive, diluted earnings per share is computed by dividing net income
available to common shareholders by the weighted average number of shares outstanding and the dilutive impact of all
dilutive potential common shares. Dilutive potential common shares consist primarily of stock options, restricted
stock units and common stock purchase warrants. The dilutive impact of potential common shares resulting from
common stock equivalents is determined by applying the treasury stock method. Our unvested restricted shares
contain non-forfeitable rights to dividends, and therefore are considered to be participating securities; the calculation
of basic and diluted income per share excludes net income attributable to the unvested restricted shares from the
numerator and excludes the impact of the shares from the denominator.

For all periods of net loss, diluted loss per share is calculated similarly to basic loss per share because the impact of all
dilutive potential common shares is anti-dilutive due to the net losses; accordingly, diluted loss per share is the same
as basic loss per share for the three-month periods ended March 31, 2015 and 2014. A total of approximately 39.1
million and 39.8 million potential dilutive shares have been excluded in the calculation of diluted net income per share
for the three-month periods ended March 31, 2015 and 2014, respectively, as their inclusion would be anti-dilutive.
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Share-Based Compensation

We account for share-based compensation at fair value. Share-based compensation cost for stock options and warrants
granted to employees and board members is generally determined at the grant date while awards granted to
non-employee consultants are generally valued at the vesting date using an option pricing model that uses level 3
unobservable inputs; share-based compensation cost for restricted stock and restricted stock units is determined at the
grant date based on the closing price of our common stock on that date. The value of the award that is ultimately
expected to vest is recognized as expense on a straight-line basis over the requisite service period.

Intangible and Long-Lived Assets

We evaluate our long-lived assets for impairment whenever events or changes in circumstances indicate that the
carrying amount of the asset may not be recoverable. We assess this recoverability by comparing the carrying amount
of the asset to the estimated undiscounted future cash flows to be generated by the asset. If an asset is deemed to be
impaired, we estimate the impairment loss by determining the excess of the asset’s carrying amount over the estimated
fair value. During the three months ended March 31 2015 and 2014, no significant impairment losses were
recognized. 

Income Taxes

We account for income taxes using the asset and liability approach, which requires the recognition of future tax
benefits or liabilities on the temporary differences between the financial reporting and tax bases of our assets and
liabilities. A valuation allowance is established when necessary to reduce deferred tax assets to the amounts expected
to be realized. We also recognize a tax benefit from uncertain tax positions only if it is “more likely than not” that the
position is sustainable based on its technical merits. Our policy is to recognize interest and penalties on uncertain tax
positions as a component of income tax expense.

page 7
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Significant New Accounting Pronouncements

In May 2014, the Financial Accounting Standards Board (FASB) issued ASU 2014-09 – Revenue from Contracts with
Customers. This guidance is effective for fiscal years beginning after December 15, 2016 and early adoption is not
permitted. This guidance is to be applied retrospectively. We have not yet determined the effects of this new guidance
on our financial statements.

In April 2015, the FASB issued ASU 2015-03 – Interest-Imputation of Interest, Simplifying the Presentation of Debt
Issuance Costs. This guidance requires that deferred debt issuance costs related to a recognized debt liability be
presented in the balance sheet as a deduction of the carrying amount of the debt liability (similar to debt discounts).
This guidance is effective for fiscal years beginning after December 15, 2015 and early adoption is permitted. This
guidance is to be applied retrospectively. This new pronouncement will result in our reclassifying amounts currently
reflected as current and long-term assets to a contra-liability, which will reduce the carrying value of the associated
debt instruments.

We have evaluated all additional Accounting Standards Updates through the date the financial statements were issued
and believe the adoption of any new accounting and disclosure requirements will not have a material impact to our
results of operations or financial position.

Note 3.  Fair Value Measurements

Fair value is the price that would be received from the sale of an asset or paid to transfer a liability assuming an
orderly transaction in the most advantageous market at the measurement date. U.S. GAAP establishes a hierarchical
disclosure framework which prioritizes and ranks the level of observability of inputs used in measuring fair value.
These levels are:

· Level 1 – inputs are based upon unadjusted quoted prices for identical instruments traded in active markets.

·

Level 2 – inputs are based upon quoted prices for similar instruments in active markets, quoted prices for identical or
similar instruments in markets that are not active, and model-based valuation techniques (e.g. the Black-Scholes
model) for which all significant inputs are observable in the market or can be corroborated by observable market data
for substantially the full term of the assets or liabilities. Where applicable, these models project future cash flows and
discount the future amounts to a present value using market-based observable inputs including interest rate curves,
foreign exchange rates, and forward and spot prices for currencies and commodities.

·Level 3 – inputs are generally unobservable and typically reflect management's estimates of assumptions that market
participants would use in pricing the asset or liability. The fair values are therefore determined using model-based
techniques, including option pricing models and discounted cash flow models. Our Level 3 non-derivative assets
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primarily comprise investments in certain corporate bonds and goodwill when it is recorded at fair value due to an
impairment charge.

Financial Assets and Liabilities Measured at Fair Value on a Recurring Basis

We have segregated our financial assets and liabilities that are measured at fair value into the most appropriate level
within the fair value hierarchy based on the inputs used to determine the fair value at the measurement date.

The inputs used in measuring the fair value of cash and cash equivalents are considered to be Level 1 in accordance
with the three-tier fair value hierarchy. The fair market values are based on period-end statements supplied by the
various banks and brokers that held the majority of our funds.

We had no financial assets or liabilities measured at fair value on a recurring basis at March 31, 2015 or December 31,
2014.

The following table presents the activity for those items measured at fair value on a recurring basis using Level 3
inputs for the three months ended March 31, 2014:

Derivative
Instruments – Stock
Purchase Warrants

Balance at December 31, 2013 $ 1,417,527
Change in fair value 334,133
Exercise of underlying warrants (1,751,660 )
Balance at March 31, 2014 $ -

page 8
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The (gains) losses resulting from the changes in the fair value of the derivative instruments are classified as the “change
in the fair value of derivative instruments” in the accompanying condensed statements of operations. The fair value of
the common stock purchase warrants is determined based on the Black-Scholes option pricing model for “plain vanilla”
stock options and other option pricing models as appropriate, and includes the use of unobservable inputs such as the
expected term, anticipated volatility and expected dividends. Changes in any of the assumptions related to the
unobservable inputs identified above may change the embedded conversion options’ fair value; increases in expected
term, anticipated volatility and expected dividends generally result in increases in fair value, while decreases in these
unobservable inputs generally result in decreases in fair value.

Non-Financial Assets and Liabilities Measure at Fair Value on a Recurring Basis

We have no non-financial assets or liabilities that are measured at fair value on a recurring basis.

Non-Financial Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

We measure our long-lived assets, including property and equipment and patent assets, at fair value on a nonrecurring
basis. These assets are recognized at fair value when they are deemed to be other-than-temporarily impaired. No such
fair value impairment was recognized in the three-months ended March 31, 2015 or 2014.

Note 4.   Debt

In March 2013, we entered into a loan and security agreement for an initial $8 million term loan with an additional $2
million of borrowing capacity if certain conditions involving new partnerships were met. The loan is collateralized by
substantially all of our assets, including our intellectual property.

The loan provided for interest at a variable rate based on prime with a floor of 11% and matured in June 2016. The
variable rate was 11% and did not change during the period through the loan amendment. The loan provided for
interest only payments through December 2013 at which time monthly principal and interest payments of
approximately $300,000 were due through maturity. The loan resulted in net proceeds of approximately $7,551,000
after origination and other cash fees and expenses related to the closing of the loan.

In conjunction with the loan agreement, we issued the lender a five-year common stock purchase warrant to purchase
648,809 shares of common stock at an exercise price of $1.0789 per share. This warrant contained non-standard
anti-dilution protection and, consequently, was being accounted for as a derivative instrument, recorded at fair market
value each period (see Note 3). The allocation of proceeds to this warrant resulted in a debt discount which was
amortized as interest expense over the term of the debt using the effective interest method. The warrant was exercised
in the first quarter of 2014.
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We also incurred expenses with various third parties in connection with the debt issuance, consisting of approximately
$449,000 in cash, 350,650 shares of common stock valued at approximately $396,000, and a five-year common stock
purchase warrant to purchase 648,798 shares at an exercise price of $1.07892 per share. The warrant is classified as
equity. Fees related to the debt offering are recorded as deferred financing fees and are being amortized as interest
expense over the term of the debt using the effective interest method.

The loan agreement provided for a conversion feature whereby the lender or the Company could each convert up to a
maximum of $1 million in principal payments into common stock of the Con" SIZE="2">)  (37)  (22)  (109)

Total other comprehensive income (loss)

 (560)  (461)  (357)  (708)

TOTAL COMPREHENSIVE INCOME

$662 $471 $2,151 $1,531 

See accompanying notes

- 5 -
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AMERICAN COMMUNITY BANCSHARES, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS (Unaudited)

Six Months Ended June 30, 2007 and 2006

Six months
ended

June 30, 2007

Six months
ended

June 30, 2006
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2,508 $ 2,239
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 469 558
Provision for loan losses 414 940
Loss (gain) on foreclosed real estate (27) 60
Loss on sale and disposal of fixed assets �  3
Gain on sale of securities available for sale (17) (25)
Other than temporary impairment of non-marketable equity security 76 �  
Recognition of hedge ineffectiveness (11) �  
Decrease in capital lease obligations (2) (4)
Equity compensation expense 26 347
Change in assets and liabilities
Decrease (increase) in accrued interest receivable 323 (144)
Decrease in other assets 832 13
Decrease in accrued expenses and other liabilities (97) (1,261)

NET CASH PROVIDED BY OPERATING ACTIVITIES 4,494 2,726

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of investment securities available for sale (18,442) (8,364)
Proceeds from sale of securities available for sale 4,457 1,926
Proceeds from maturities, calls and principal repayments of investment securities 4,606 4,424
Net increase in loans from originations and repayments (11,483) (24,876)
Purchases of bank premises and equipment (232) (117)
Proceeds from sale of foreclosed real estate 197 288
Proceeds from sale of fixed assets �  5
Purchase of Federal Home Loan Bank stock �  (66)
Purchase of non-marketable equity securities (315) �  

NET CASH USED IN INVESTING ACTIVITIES (21,212) (26,780)

CASH FLOWS FROM FINANCING ACTIVITIES
Net decrease in demand deposits (12,572) (2,618)
Net increase in time deposits 18,901 18,610
Net decrease in advances from Federal Home Loan Bank �  (111)
Net increase in federal funds purchased and securities sold under agreement to repurchase 7,509 7,767
Redemption of long-term debt (3,608) �  
Excess tax benefits from stock options exercised 38 119
Cash paid for dividends (699) (686)
Repurchase of common stock (754) �  
Proceeds from issuance of common stock 128 407

NET CASH PROVIDED BY FINANCING ACTIVITIES 8,943 23,488

NET DECREASE IN CASH AND CASH EQUIVALENTS (7,775) (566)
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CASH AND CASH EQUIVALENTS, BEGINNING 37,245 16,949

CASH AND CASH EQUIVALENTS, ENDING $ 29,470 $ 16,383

See accompanying notes

- 6 -
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AMERICAN COMMUNITY BANCSHARES, INC.

Notes to Consolidated Financial Statements

NOTE A � BASIS OF PRESENTATION

In management�s opinion, the financial information, which is unaudited, reflects all adjustments (consisting solely of normal recurring
adjustments) necessary for a fair presentation of the financial information as of and for the three and six months ended June 30, 2007 and 2006,
in conformity with accounting principles generally accepted in the United States of America. The consolidated financial statements include the
accounts of American Community Bancshares, Inc. (the �Company�) and its wholly owned subsidiary, American Community Bank (�ACB�). All
significant inter-company transactions and balances are eliminated in consolidation. Operating results for the three and six months ended
June 30, 2007 are not necessarily indicative of the results that may be expected for the fiscal year ending December 31, 2007.

The organization and business of the Company, accounting policies followed by the Company and other information are contained in the notes
to the consolidated financial statements filed as part of the Company�s 2006 annual report on Form 10-K. This quarterly report should be read in
conjunction with such annual report.

NOTE B � COMMITMENTS

At June 30, 2007, loan commitments are as follows:

Undisbursed lines of credit $ 93,059,390
Stand-by letters of credit 3,125,226
Loan commitments 19,666,502

NOTE C � PER SHARE RESULTS

Basic earnings per share represents income available to common stockholders divided by the weighted-average number of common shares
outstanding during the period. Diluted earnings per share reflect additional common shares that would have been outstanding if dilutive potential
common shares had been issued, as well as any adjustment to income that would result from the assumed issuance. Potential common shares that
may be issued by the Company relate solely to outstanding stock options and are determined using the treasury stock method.

Three months ended
June 30

Six months ended

June 30
2007 2006 2007 2006

Weighted average number of common shares used in computing basic net
income per share 6,978,724 6,876,336 6,993,764 6,864,852

Effect of dilutive stock options 161,956 300,000 164,191 303,261

Weighted average number of common shares and dilutive potential common
shares used in computing diluted net income per share 7,140,680 7,176,336 7,157,955 7,168,113

For the three and six months ended June 30, 2007, there were 88,000 options that were antidilutive. For the three and six months ended June 30,
2006 there were 37,000 and 18,500 options, respectively, that were antidilutive.

- 7 -
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AMERICAN COMMUNITY BANCSHARES, INC.

Notes to Consolidated Financial Statements

NOTE D � DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES

In the normal course of business, the Company enters into derivative contracts to manage interest rate risk by modifying the characteristics of
the related balance sheet instruments in order to reduce the adverse effect of changes in interest rates. All derivative financial instruments are
recorded at fair value in the consolidated financial statements.

On the date a derivative contract is entered into, the Company designates the derivative as a fair value hedge, a cash flow hedge, or a trading
instrument. Changes in the fair value of instruments used as fair value hedges are accounted for in the earnings of the period simultaneous with
accounting for the fair value change of the item being hedged. Changes in the fair value of the effective portion of cash flow hedges are
accounted for in other comprehensive income rather than earnings. Changes in fair value of instruments that are not intended as a hedge are
accounted for in the earnings of the period of the change.

If a derivative instrument designated as a fair value hedge is terminated or the hedge designation removed, the difference between a hedged
item�s then carrying amount and its face amount is recognized into income over the original hedge period. Likewise, if a derivative instrument
designated as a cash flow hedge is terminated or the hedge designation removed, related amounts accumulated in other accumulated
comprehensive income are reclassified into earnings over the original hedge period during which the hedged item affects income.

As of June 30, 2007, the Company had two cash flow hedges with notional amounts of $30.0 million and $15.0 million, respectively. Both
derivative instruments consist of an interest rate floor contract that is used to protect certain designated variable rate loans from the downward
effects of their repricing in the event of a decreasing rate environment for a period of three years ending in February 2009 and June 2009,
respectively. If the prime rate falls below 7.25% during the term of the first contract, the Company will receive payments based on the $30.0
million notional amount times the difference between 7.25% and the daily weighted average prime rate for the quarter. No payments will be
received by the Company if the weighted average prime rate is 7.25% or higher. The Company paid a premium of $228,000 on this contract,
which is being amortized over the three-year term of the contract. On the second floor, if the prime rate falls below 7.75% during the term of this
contract, the Company will receive payments based on the $15.0 million notional amount times the difference between 7.75% and the weighted
average prime rate for the quarter. No payments will be received by the Company if the weighted average prime rate is 7.75% or higher. The
Company paid a premium of $95,250 on this contract which is being amortized over the three-year term of the contract. The interest rate floors
are carried at a fair market value of $53,767 and are included in other assets as of June 30, 2007.

As of March 31, 2007 the $15.0 million, 7.75% interest rate floor contract no longer qualified as a cash flow hedge and the hedge designation
was removed. As a result, amounts accumulated in the other accumulated comprehensive income of approximately $6,000 at the beginning of
the quarter were reclassified into earnings during the first quarter of 2007. Changes in fair value of the 7.75% interest rate floor are now
accounted for in earnings for the period of the change. Changes in fair value of the remaining hedged instrument on the 7.25% floor that are
deemed effective are still offset in other comprehensive income net of tax while the ineffective portion of the hedge is recorded to other income.
The company recorded a $67,000 loss in other income during the quarter ended June 30, 2007 for the change in fair value of the 7.75% interest
rate floor. There was no material ineffective portion of the 7.25% hedged instrument as of June 30, 2007.
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AMERICAN COMMUNITY BANCSHARES, INC.

Notes to Consolidated Financial Statements

NOTE E � STOCK DIVIDEND

On January 25, 2006, the Company declared a three-for-two stock split in the form of a 50% stock dividend to shareholders of record on
February 7, 2006 and payable on February 21, 2006. As a result of the stock dividend, 2,284,567 additional shares of common stock were issued
and retained earnings was reduced by $2,284,567. All references to net income per share and weighted average shares outstanding have been
adjusted for the effect of this stock split.

NOTE F � SHARE REPURCHASE AND DIVIDEND REINVESTMENT PROGRAMS

On February 1, 2006, the Company�s Board of Directors authorized a share repurchase program for up to 225,000 shares of the Company�s
outstanding common stock. The Board�s authorization permits the Company to repurchase shares in the open market or through privately
negotiated transactions during the next twelve months when, in the opinion of management, market conditions warrant such action. On
March 27, 2007, the Company�s Board of Directors extended the 225,000 share repurchase program for another twelve months. When shares are
repurchased, the shares are cancelled. Since February 1, 2006, the Company has repurchased 91,813 shares, of which 8,013 shares were
repurchased in the first quarter of 2007 and 60,100 shares were repurchased in the second quarter of 2007. The Board of Directors also voted to
establish a dividend reinvestment and stock purchase plan under which shares of the Company�s common stock are available for sale to the
registered shareholders of the Company. The Plan provides shareholders with an alternative way to increase their holdings of our common stock
by reinvesting dividends or making optional cash payments to purchase additional shares.

NOTE G � OTHER THAN TEMPORARY IMPAIRMENT OF NON-MARKETABLE EQUITY SECURITIES

The Company periodically evaluates its investments for any impairment which would be deemed other than temporary. As part of its quarterly
evaluation, the Company determined that the fair value of an investment in a trust company, whose primary shareholders are ten community
banks located throughout North Carolina, was less than the original cost of the investment and that the decline in fair value was not temporary in
nature. As a result, the Company wrote down its original investment in the trust company of $277,738 by $75,747, to an estimated fair value of
$201,991 as of March 31, 2007. This write down was recorded directly to earnings in the first quarter. This trust company has two common
directors with the Company.

NOTE H � RECENTLY ADOPTED ACCOUNTING PRONOUNCEMENT

The Company adopted the Financial Accounting Standards Board�s Interpretation No. 48, �Accounting for Uncertainty in Income Taxes, an
interpretation of FASB Statement No. 109� (FIN 48), effective January 1, 2007. FIN 48 clarifies the accounting for uncertainty in income taxes
recognized in financial statements and requires the impact of a tax position to be recognized in the financial statements if that position is more
likely than not of being sustained by the taxing authority. The adoption of FIN 48 did not have a material effect on its consolidated financial
position or results of operations.
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Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q may contain certain forward-looking statements consisting of estimates with respect to the financial
condition, results of operations and business of the Company that are subject to various factors which could cause actual results to differ
materially from these estimates. These factors include, but are not limited to, general economic conditions, changes in interest rates, deposit
flows, loan demand, real estate values, and competition; changes in accounting principles, policies, or guidelines; changes in legislation or
regulation; and other economic, competitive, governmental, regulatory, and technological factors affecting the Company�s operations, pricing,
products, and services. There are no pending legal proceedings other than those incurred in the normal course of business to which the Company
or subsidiaries are a party, or of which any of their property is the subject.

COMPARISON OF FINANCIAL CONDITION AT JUNE 30, 2007 AND DECEMBER 31, 2006

Total assets at June 30, 2007 increased by $11.0 million or 2.2% to $505.7 million compared to $494.7 million at December 31, 2006. The
Company had earning assets of $463.5 million at June 30, 2007. Gross loans increased by $11.0 million or 3.0% to $381.4 million from $370.4
million at December 31, 2006. Investment securities and other non-marketable equity securities increased by $9.0 million or 13.4% to $76.1
million from $67.1 million at December 31, 2006. Overnight investments decreased by $5.8 million or 33.6% from $17.3 million at
December 31, 2006 to $11.5 million. Total deposits as of June 30, 2007 increased by $6.3 million or 1.6% to $407.4 million compared to $401.1
million at December 31, 2006. Total borrowed money as of June 30, 2007 increased $3.9 million or 5.9% to $41.0 million compared to $37.1
million at December 31, 2006. Stockholders� equity was $56.0 million at June 30, 2007 compared to $55.1 million at December 31, 2006 for an
increase of $900,000 or 1.6%.

The Company recorded a $231,000 provision for loan losses for the quarter ended June 30, 2007, representing a decrease of $437,000 or 65.4%
from the $668,000 provision for the quarter ended June 30, 2006. Provisions for loan losses are charged to income to bring the allowance for
loan losses to a level deemed appropriate by management. The Company has continued to provide provisions for loan losses principally as a
result of the continued growth in the loan portfolio. The allowance for loan losses decreased by $85,000 or 1.5% to $5.5 million at June 30, 2007
as compared to $5.6 million at December 31, 2006, primarily due to a decrease in non-performing loans during the first half of 2007. The
allowance for loan losses equaled 1.45% of total loans outstanding at June 30, 2007 as compared to 1.52% at December 31, 2006. In addition the
allowance for loan losses equaled 369% of non-performing loans and leases, which totaled $1.5 million at June 30, 2007 and 268% of
non-performing loans and leases at December 31, 2006 which totaled $2.1 million.

The Company had investment securities available for sale of $72.2 million at June 30, 2007. The portfolio increased by $9.2 million or 14.6%
from the $63.0 million balance at December 31, 2006 due principally to the purchase of $17.9 million in securities, the sale of $4.5 million in
securities and principal payments received in the amount of $4.2 million. In addition securities held to maturity decreased by $400,000 or 18.5%
from $2.2 million at December 31, 2006 to $1.8 million at June 30, 2007 as a result of the call of one $400,000 municipal bond.

Interest-earning deposits with banks at June 30, 2007 decreased by $5.8 million or 33.6% to $11.5 million compared to $17.3 million at
December 31, 2006. The Company holds funds in interest-earning deposits with banks to provide liquidity for future loan demand and to satisfy
fluctuations in deposit levels.

Non interest-earning assets at June 30, 2007 decreased by $3.3 million or 7.2% to $42.2 million compared to $45.5 million at December 31,
2006. The decrease is primarily attributable to a decrease of $2.0 million to $18.0 million in the cash and due from banks category. Cash and due
from banks primarily represents customer deposits that are in the process of collection and not available for overnight investment combined with
cash on hand in the branches. In addition, bank premises and
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equipment was $8.9 million at June 30, 2007, a decrease of $178,000. Accrued interest receivable decreased $323,000 to $2.6 million at June 30,
2007 as a result of the timing in the collection of interest income. Foreclosed real estate decreased by $170,000, from $195,000 at December 31,
2006 to $25,000 at June 30, 2007, as a result of the sale of six 1-4 family properties at a gain of $27,000. Other assets decreased by $660,000 at
June 30, 2007 to $2.8 million.

Total deposits increased $6.4 million or 1.6% from $401.1 million at December 31, 2006 to $407.5 million at June 30, 2007. The composition of
the deposit base, by category, at June 30, 2007 is as follows: 14% non-interest bearing demand deposits, 7% savings deposits, 19% money
market and NOW accounts and 60% time deposits. Savings deposits and time deposit categories experienced increases over the six-month
period. Dollar and percentage increases were as follows: savings deposits, $12.1 million or 80.4%; and time deposits, $18.9 million or 8.4%. The
savings deposit increase was primarily attributable to the introduction of a savings account product whose rate is tied to the 90 day Treasury bill.
The non-interest bearing demand deposits category experienced a decrease of $3.3 million or 5.3% which was attributable to normal fluctuations
in corporate checking accounts and the money market and NOW accounts category experienced a decrease of $21.4 million or 21.8%. This
decrease was primarily attributable to the fact that the Bank was the escrow agent for a community bank start-up. The bank broke escrow in
March and withdrew escrow funds in the amount of $19.2 million. Time deposits of $100,000 or more totaled $128.3 million, or 32% of total
deposits at June 30, 2007. The composition of deposits at December 31, 2006 was 15% non-interest bearing demand deposits, 4% savings
deposits, 25% money market and NOW accounts and 56% time deposits.

Short-term borrowings consist of securities sold under agreement to repurchase and federal funds purchased. Total securities sold under
agreement to repurchase and federal funds purchased, secured by certain of the Company�s investment securities, increased $7.5 million or
48.5% from $15.5 million at December 31, 2006 to $23.0 million at June 30, 2007. This increase was due to a deposit from one commercial
customer in the amount of $7.5 million. Long-term borrowings consist of advances from the Federal Home Loan Bank of Atlanta, subordinated
debentures, and capital lease obligations. The Company had advances from the Federal Home Loan Bank of Atlanta at June 30, 2007 and
December 31, 2006 of $6.0 million with maturity dates ranging from July 2012 through February 2013. These advances are secured by a blanket
lien on 1-4 family real estate loans, certain commercial real estate loans and certain securities available for sale. The Company also maintained
the capital lease for its main office. The recorded obligation under this capital lease at June 30, 2007 and December 31, 2006 was $1.7 million.
In addition, the Company carried subordinated debentures in the amount of $10.3 million at June 30, 2007, a decrease of $3.6 million or 25.9%
from December 31, 2006. On March 9, 2007, the Company redeemed $3,500,000 of its 9.00% Trust Preferred Securities. The redemption
included interest from January 1, 2007 through the redemption date and was paid with the proceeds from the sale of investment securities
available for sale. The maturity date of the remaining subordinated debentures is December 2033 and they are redeemable on or after December
2008.

Other liabilities decreased $96,000 or 7.0% to $1.3 million at June 30, 2007 from $1.4 million at December 31, 2006. The increase is primarily
attributable to the payment of accrued income taxes.

Comparison of Results of Operations for the Three Months Ended June 30, 2007 and 2006

Net Income. The Company generated net income for the three months ended June 30, 2007 of $1,222,000 compared to net income for the three
months ended June 30, 2006 of $932,000. Earnings for the three months ended June 30, 2006 were negatively impacted by compensation
expense related to stock options granted under SFAS 123R in the amount of $218,000, net of income tax combined with the provision for loan
losses of $668,000. On a per share basis, basic earnings were $.18 for the first three months of 2007 compared to $.14 for 2006, and diluted
earnings were $.17 for 2007 compared to $.13 for 2006. For the three months ended June 30, 2007 and 2006, respectively annualized return on
average assets was 1.00% and 0.82% and annualized return on average equity was 8.81% and 7.17%.

Net Interest Income. Net interest income increased $168,000 from $4.8 million for the three months ended June 30, 2006 to $4.9 million for the
three months ended June 30, 2007. Net interest income
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benefited from growth in average earning assets which was partially offset by a compression in net interest margin.

Total average earning assets increased $41.3 million or 9.9% from an average of $419.3 million during the second quarter of 2006 to an average
of $460.6 million during the second quarter of 2007. The Company experienced good loan growth with average loan balances increasing by
$21.9 million. The increase in average balances for investment securities and interest-earning deposits was $19.4 million. Average
interest-bearing liabilities increased by $32.2 million during the three months ended June 30, 2007. Average deposits increased $34.5 million
while average borrowings decreased $2.3 million.

Net interest margin is interest income earned on loans, securities and other earning assets, less interest expense paid on deposits and borrowings,
expressed as a percentage of total average earning assets. The net interest margin for the quarter ended June 30, 2007 was 4.28% compared to
4.59% for the same quarter in 2006. The decrease in net interest margin resulted primarily from the increase in the Company�s cost of funds. The
average yield on the Company�s interest bearing assets increased from 7.57% for the quarter ended June 30, 2006 to 7.75% for the same quarter
in 2007. At the same time the average cost on interest earning liabilities increased from 3.61% for the quarter ended June 30, 2006 to 4.22% for
the same quarter in 2007. The interest rate spread, which is the difference between the average yield on earning assets and the cost of
interest-bearing funds, decreased 43 basis points from 3.96% in the quarter ended June 30, 2006 to 3.53% for the same quarter in 2007.

Provision for Loan Losses. Provisions for loan losses are charged to income to bring the allowance for loan losses to a level deemed appropriate
by management. The Company�s provision for loan losses for the quarter ended June 30, 2007 was $231,000, representing a $437,000 or 65.4%
decrease from the $668,000 recorded for the quarter ended June 30, 2006. The decrease in the provision was primarily related to a decrease in
non-performing loans and leases of $3.2 million or 68% from $4.7 million at June 30, 2006 to $1.5 million at June 30, 2007. Non-performing
loans and leases are defined as non-accrual loans and leases plus loans and leases 90 days past due and still accruing. Non-performing loans
decreased from $2.8 million at June 30, 2006 to $674,000 at June 30, 2007. In addition non-performing leases decreased from $1.9 million at
June 30, 2006 to $837,000 at June 30, 2007. The Company continues to successfully liquidate the remainder of the leasing portfolio which is
being serviced by a third party leasing company. As of June 30, 2007 the leasing portfolio totaled approximately $5.9 million compared to the
balance of $11.8 million at June 30, 2006.

Non-interest Income. Non-interest income decreased by $147,000 or 16.9% to $722,000 for the three months ended June 30, 2007 compared
with $869,000 for the same period in the prior year. Non-interest income as a percentage of total revenue (defined as net interest income plus
non-interest income) decreased to 12.8% for the three months ended June 30, 2007 from 15.5% for the same period in the prior year. The largest
components of non-interest income were service charges on deposit accounts of $608,000 for the quarter ended June 30, 2007, compared to
$601,000 in 2006 and fees from mortgage banking operations of $93,000 in 2007 as compared to $106,000 in 2006 or a 12.3% decrease. This
decrease is primarily the result of the slowdown in the housing market in 2007 as a result of the increase in long-term mortgage rates and the
general slow-down in the real estate market. In addition, the value of the 7.75% interest rate floor decreased by $67,000 due to the market�s
perception that the Federal Open Market Committee is not going to drop short-term rates in the near future.

Non-interest Expense. Total non-interest expense increased $33,000 or 1.0% from $3.4 million for the three months ended June 30, 2006 to
$3.5 million for the same period in 2007. The increase was primarily due to a data processing cost increase of $82,000 as a result of higher
processing volumes and an increase in FDIC insurance cost of $54,000 as a result of higher assessment rates. These increases were partially
offset by a decrease in compensation expense from $1.9 million in 2006 to $1.7 million in 2007. The decrease in compensation expense of
$112,000 was primarily related to expense associated with stock options granted under SFAS 123R of $332,000 in 2006 as compared to $13,000
in
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2007 and was partially offset by an increase in compensation and benefit expense of $220,000 related to additional employees hired.

Provision for Income Taxes. The Company�s provision for income taxes, as a percentage of income before income taxes, was 36.7% and 38.0%
for the three months ended June 30, 2007 and 2006, respectively. Increased tax exempt income in 2007 resulted in the lower effective tax rate.

Comparison of Results of Operations for the Six Months Ended June 30, 2007 and 2006

Net Income. The Company generated net income for the six months ended June 30, 2007 of $2.5 million compared to net income for the six
months ended June 30, 2006 of $2.2 million. Earnings for the six months ended June 30, 2006 were negatively impacted by compensation
expense related to stock options granted under SFAS 123R in the amount of $232,000, net of income tax, combined with the provision for loan
losses of $940,000. On a per share basis, basic earnings were $.36 for the first six months of 2007 compared to $.33 for 2006, and diluted
earnings were $.35 for 2007 compared to $.31 for 2006. For the six months ended June 30, 2007 and 2006, respectively annualized return on
average assets was 1.03% and 1.00% and annualized return on average equity was 9.04% and 8.71%.

Net Interest Income. Net interest income increased $436,000 from $9.3 million for the six months ended June 30, 2006 to $9.7 million for the
six months ended June 30, 2007. Net interest income benefited from growth in average earning assets which was partially offset by a
compression in net interest margin.

Total average earning assets increased $37.8 million or 9.1% from an average of $415.4 million during the first half of 2006 to an average of
$453.2 during the first half of 2007. The Company experienced good loan growth with average loan balances increasing by $29.0 million.
Average balances for investment securities and interest-earning deposits increased $8.8 million. Average interest-bearing liabilities increased by
$38.7 million for the six months ended June 30, 2007. Average deposits increased $40.0 million while average borrowings decreased by $1.3
million.

Net interest margin is interest income earned on loans, securities and other earning assets, less interest expense paid on deposits and borrowings,
expressed as a percentage of total average earning assets. The net interest margin for the six months ended June 30, 2007 was 4.32% compared
to 4.51% for the six months ended June 30, 2006. The decrease in net interest margin resulted primarily from the increase in the Company�s cost
of funds. The average yield on the Company�s interest bearing assets increased from 7.35% for the six months ended June 30, 2006 to 7.78% for
the same period in 2007. At the same time the average cost on interest earning liabilities increased from 3.51% for the six months ended June 30,
2006 to 4.22% for the same period in 2007. The interest rate spread, which is the difference between the average yield on earning assets and the
cost of interest-bearing funds, decreased 28 basis points from 3.84% during the six months ended June 30, 2006 to 3.56% for the same period in
2007.

Provision for Loan Losses. Provisions for loan losses are charged to income to bring the allowance for loan losses to a level deemed appropriate
by management. The Company�s provision for loan losses for the six months ended June 30, 2007 was $414,000, representing a $526,000 or
56.0% decrease over the $940,000 recorded for the six months ended June 30, 2006. The decrease in the provision was primarily related to a
decrease in non-performing loans and leases of $3.2 million or 68% from $4.7 million at June 30, 2006 to $1.5 million at June 30, 2007.
Non-performing loans and leases are defined as non-accrual loans and leases plus loans and leases 90 days past due and still accruing.
Non-performing loans decreased from $2.8 million at June 30, 2006 to $674,000 at June 30, 2007. In addition non-performing leases decreased
from $1.9 million at June 30, 2006 to $837,000 at June 30, 2007. The Company continues to successfully liquidate the remainder of the leasing
portfolio which is being serviced by a third party leasing company. As of June 30, 2007 the leasing portfolio totaled approximately $5.9 million
compared to the balance of $11.8 million at June 30, 2006.
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Non-Interest Income. Non-interest income decreased by $167,000 or 9.8% to $1.5 million for the six months ended June 30, 2007 compared
with $1.7 million for the same period in the prior year. Non-interest income as a percentage of total revenue (defined as net interest income plus
non-interest income) decreased to 13.6% at June 30, 2007 from 15.5% at June 30, 2006. The largest components of non-interest income were
service charges on deposit accounts of $1.2 million for the quarters ended June 30, 2007 and 2006 and fees from mortgage banking operations of
$173,000 in 2007 as compared to $187,000 in 2006 or a 7.5% decrease. Fees from mortgage operations decreased due to rising rates. This
decrease is primarily the result of the slowdown in the housing market in 2007 as a result of the increase in long-term mortgage rates and the
general slow-down in the real estate market. In addition, the value of the 7.75% interest rate floor decreased by $56,000 due to the market�s
perception that the Federal Open Market Committee is not going to drop short-term rates in the near future.

Non-Interest Expenses. Total non-interest expense increased from $6.5 million for the six months ended June 30, 2006 to $6.9 million for the
same period in 2007. The 6.4% change was primarily due to professional fees which increased $109,000 related to increased legal and regulatory
compliance costs, data processing cost which increased $107,000 primarily as a result of higher processing volumes and FDIC insurance cost
which increased by $112,000 as a result of higher assessment rates. Compensation expense also increased $17,000. The increase in
compensation expense was primarily related to expense associated with stock options granted under SFAS 123R of $347,000 in 2006 as
compared to $26,000 in 2007 and was offset by an increase in compensation and benefit expense of $361,000 related to additional employees
hired.

Income Taxes. The Company�s provision for income taxes, as a percentage of income before income taxes, was 36.5% and 37.2% for the six
months ended June 30, 2007 and 2006, respectively. Increased tax exempt income in 2007 resulted in the lower effective tax rate.

Liquidity and Capital Resources

Maintaining adequate liquidity while managing interest rate risk is the primary goal of the Company�s asset and liability management strategy.
Liquidity is the ability to fund the needs of the Company�s borrowers and depositors, pay operating expenses, and meet regulatory liquidity
requirements. Maturing investments, loan and mortgage-backed security principal repayments, deposit growth, borrowings from the Federal
Home Loan Bank, and federal funds lines from correspondent banks are presently the main sources of the Company�s liquidity. The Company�s
primary uses of liquidity are to fund loans, operating expenses, deposit withdrawals, repay borrowings and to make investments.

As of June 30, 2007, liquid assets (cash and due from banks, interest-earning deposits with banks, and investment securities available for sale)
were approximately $101.7 million, which represents 20.1% of total assets and 22.7% of total deposits and borrowings. Supplementing this
liquidity, the Company has available lines of credit from correspondent banks of approximately $29.5 million and an additional line of credit
with the FHLB equal to 15% of assets (subject to available qualified collateral, with borrowings of $6.0 million outstanding from the FHLB at
June 30, 2007). At June 30, 2007, outstanding commitments to extend credit were $19.7 million and available line of credit balances totaled
$93.1 million. Management believes that the combined aggregate liquidity position of the Company is sufficient to meet the funding
requirements of loan demand and deposit maturities and withdrawals in the near term.

Certificates of deposit represented 60.0% of the Company�s total deposits at June 30, 2007, and 56.3% at December 31, 2006. The Company�s
growth strategy will include efforts focused at increasing the relative volume of transaction deposit accounts. Certificates of deposit of $100,000
or more represented 31.5% of the Company�s total deposits at June 30, 2007. These deposits are generally considered rate sensitive, but
management believes most of them are relationship-oriented. While the Company will need to pay competitive rates to retain these deposits at
maturity, there are other subjective factors that will determine the Company�s continued retention of those deposits.
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Banks and bank holding companies, as regulated institutions, must meet required levels of capital. The FDIC and the Federal Reserve, the
primary regulators of the Bank and the Company, respectively, have adopted minimum capital regulations or guidelines that categorize
components and the level of risk associated with various types of assets. Financial institutions are expected to maintain a level of capital
commensurate with the risk profile assigned to its assets in accordance with these guidelines. At June 30, 2007, the Company maintained capital
levels exceeding the minimum levels for �well capitalized� bank holding companies and banks.

Item 3. Quantitative and Qualitative Disclosures about Market Risk

Market risk reflects the risk of economic loss resulting from adverse changes in market price and interest rates. This risk of loss can be reflected
in diminished current market values and/or reduced potential net interest income in future periods.

The Company�s market risk arises primarily from interest rate risk inherent in its lending and deposit-taking activities. The structure of the
Company�s loan and deposit portfolios is such that a significant decline in interest rates may adversely impact net market values and net interest
income. The Company does not maintain a trading account nor is the Company subject to currency exchange risk or commodity price risk.
Interest rate risk is monitored as part of the Company�s asset/liability management function, which is discussed above in Item 2 �Management�s
Discussion and Analysis of Financial Condition and Results of Operations� under the heading �Liquidity and Capital Resources�.

Management does not believe there has been any significant change in the overall analysis of financial instruments considered market risk
sensitive since December 31, 2006.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

At the end of the period covered by this report, the Company carried out an evaluation, under the supervision and with the participation of the
Company�s management, including the Company�s Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of the Company�s disclosure controls and procedures pursuant to Securities Exchange Act Rule 13a-14.

Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the Company�s disclosure controls and
procedures were effective (1) to provide reasonable assurance that information required to be disclosed by the Company in the reports filed or
submitted by it under the Securities Exchange Act was recorded, processed, summarized and reported within the time periods specified in the
SEC�s rules and forms, and (2) to provide reasonable assurance that information required to be disclosed by the Company in such reports is
accumulated and communicated to the Company�s management, including its Chief Executive Officer and Chief Financial Officer, as appropriate
to allow for timely decisions regarding required disclosure.

There were no changes in the Company�s internal control over financial reporting during the period covered by this report that have materially
affected, or are reasonably likely to materially affect, the Company�s internal control over financial reporting. The Company reviews its
disclosure controls and procedures, which may include its internal control over financial reporting, on an ongoing basis, and may from time to
time make changes aimed at enhancing their effectiveness and to ensure that the Company�s systems evolve with its business.
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Part II. OTHER INFORMATION

Item 1A. Risk Factors

There has been no material change in the risk factors included in the Company�s most recent form annual report on form 10-K.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

The following table sets forth information with respect to shares of common stock repurchased by the Company during the three months ended
June 30, 2007.

Month Purchased

Total
Number of

Shares
Purchased

Average
Price Paid
per Share

Total Number of
Shares Purchased
as Part of Publicly

Announced Plans or
Program

Maximum Dollar
Value of Shares that

May Yet Be
Purchased Under

the Plans
April, 2007 17,000 $ 11.05 48,713 $ 2,369,120

May, 2007 43,100 $ 11.08 91,813 $ 1,878,211

June, 2007 �  �  91,813 $ 1,878,211

Total 60,100 $ 11.07 91,813 $ 1,878,211
On February 1, 2006, the Company�s Board of Directors authorized a share repurchase program for up to 225,000 shares of the Company�s
outstanding common stock. The Board�s authorization permitted the Company to repurchase shares in the open market or through privately
negotiated transactions during the next twelve months when, in the opinion of management, market conditions warrant such action. On
March 27, 2007, the Company�s Board of Directors extended the 225,000 share repurchase program for another twelve months.
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Item 5. Submission of Matters to a Vote of Security Holders

The Annual Meeting of Stockholders was held on May 22, 2007. Of 6,999,464 shares entitled to vote at the meeting, 5,743,392 voted. The
following matters were voted on at the meeting:

Proposal 1: To elect five board members to staggered terms. Votes and terms for each nominee were as follows:

3-year terms Votes For Votes Withheld
Frank L. Gentry 5,029,252 714,139
Alison J. Smith 5,029,252 714,139

David D. Whitley 5,027,070 716,321
Gregory N. Wylie 5,024,797 718,594

1-year term Votes For Votes Withheld
V. Stephen Moss 5,103,959 639,432

Proposal 2: To ratify the appointment of Dixon Hughes PLLC as independent accountants for the year ending December 31, 2007. Votes were
as follows:

Votes For Votes Against Votes Withheld
5,697,632 24,601 21,158

Item 6. Exhibits

(a) Exhibits:

EXHIBIT

NUMBER DESCRIPTION OF EXHIBIT
  3.1 Registrant�s Articles of Incorporation*

  3.2 Registrant�s Bylaws*

  4.1 Specimen Stock Certificate*

10.1 Employment Agreement of Randy P. Helton*

10.2 1999 Incentive Stock Option Plan*

10.3 1999 Nonstatutory Stock Option Plan*

10.4 401(k) Plan*

10.5(i) Issuance of Trust Preferred Securities by American Community Capital Trust II, Ltd.: Amended and
Restated Declaration of Trust, dated December 15, 2003**

10.5(ii) Issuance of Trust Preferred Securities by American Community Capital Trust II, Ltd.: Indenture, dated
December 15, 2003**

10.5(iii) Issuance of Trust Preferred Securities by American Community Capital Trust II, Ltd.: Guarantee
Agreement, dated December 31, 2003**
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10.5(iv) Issuance of Trust Preferred Securities by American Community Capital Trust II, Ltd.: Form of Floating
Rate Junior Subordinated Debenture of American Community Bancshares, Inc. (incorporated by
reference to Exhibit A of Exhibit 10.5(ix)) **

10.6 2001 Incentive Stock Option Plan***

10.7 2002 Nonstatutory Stock Option Plan****

31(i) Certification of Principal Executive Officer Pursuant to Section 302 of the Sarbanes Oxley Act (Filed
herewith)

31(ii) Certification of Principal Accounting Officer Pursuant to Section 302 of the Sarbanes Oxley Act (Filed
herewith)

32(i) Certification of Principal Executive Officer Pursuant to Section 906 of the Sarbanes Oxley Act (Filed
herewith)

32(ii) Certification of Principal Accounting Officer Pursuant to Section 906 of the Sarbanes Oxley Act (Filed
herewith)

* Incorporated by reference from exhibits to Registrant�s Registration Statement on Form S-4 (File No. 333-31148)
** Incorporated by reference from Registrant�s Current Report on Form 8-K dated December 18, 2003 (File No. 000-30517)
*** Incorporated by reference from Exhibit 10.5 to Registrant�s Annual Report on Form 10-KSB for the year ended December 31, 2000.
**** Incorporated by reference from Registrant�s Registration Statement on Form S-8 (File No. 333-101208)
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SIGNATURES

Under the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

AMERICAN COMMUNITY BANCSHARES, INC.

Date: 8/8/2007 By: /s/ Randy P. Helton
Randy P. Helton
President and Chief Executive Officer

Date: 8/8/2007 By: /s/ Dan R. Ellis, Jr.
Dan R. Ellis, Jr.
Senior Vice President and Chief Financial Officer
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