|y

07065891

E Ask us.

PROCESSED
MAY 3 1 2007

l THOMSON
I FINANCIAL




|Seelel it
ey & AT

‘“ﬂ:@ﬁw.fﬁb@m
mﬁlﬁ@ '_‘




Financial Highlights
2006 Annual Report

Years Ended December 31, 2006 2005 % Change
At December 31:
Total assets $410,302,056 388,691,172 5.56%
Earning assets 375,128,558 357,27],769 5.00
Loans, net of unearned income 247,765,433 223,79],634 10.1
Allowance for loan losses 4,239,966 4,311,007 {1.65)
Investment securities 1 26,286,225 ] ]7,376,035 71.59
Deposits 341,951,030 328,801,088 4.00
Long-term debt 5,000,000 5,000,000 -
Treasury stock 7,356,329 6,757,073 .87
Realized shareholders’ equity 52,783,640 50,088,644 5.38
# of shares outstanding 3,213,600 3,235,002 (0.66)
For the Year:
Net income $6,575,016 56,474,634 1.55%
Common dividends paid 3,342,450 3,352,31_5 L {0.29)
Per Common Share:
Basic earnings $2.04 $1.97 3.55%
Dividends declared 1.02 1.02 -
Market price:

High 30.00 28.50 5.26

Low 26.00 25.00 4.00
Book value o 16.43 15.48 6.14
Financial Ratios:
Return on average assets 1.68% 1.67% 0.60%
Return on beginning equity 13.13 13.25 (0.91)
Tier | capital ratio 18.36 19.73 (6.94)
Total capital ratio 19.61 20.98 (6.53)
Tier | leverage ratio 13.05 13.10 (0.38)

Southeastern Banking Corporation . ....
Continuing A Tradition of Exceflence

| 2006 Annual Report




President’s Letter
Southeastern Banking Corporation

Cornelius P, Holland, 1T

President

DEAR FELLOW SHAREHOLDERS:
On the cover of our Annual Report and in the With new banks showing up on seemingly every
following pages, you will see and hear from some corner in almost every town, we are very aware of
employees who exhibit the intense level of per- the importance of remaining dedicated at all levels
sonal commitment that makes our Company to deliver superior customer service and satisfaction.
a great place to bank and work. The importance
of personal commitment is something each Our commitment is reflected in our 2006 results.
employee learns when introduced to our Tradition We earned a record $6,575,016 or $2.04 basic earn-
of Excellence during orientation training. These ings per common share. Return on average assets
simple standards define the basic service levels remains strong at 1.68%, and return on beginning
acceptable to our organization. Utilizing these equity was 13.13%. Other achievements were:
guidelines, our employees define our Company’s
character and provide our strongest bond with * Loans grew by almost $24,000,000, 10.7% over
our customer base. 2003, due to expanded small business and residen-

tial construction lending. Our loan quality is
This level of individual commitment has created evident in our low credit losses, low past due loans,
a very exciting atmosphere despite the challenges and an above peer level allowance for loan losses.

of a very competitive operating environment.

Southeastern Banking Corporation 2




* Southeastern Banking Corporation was named
one of the top 100 public companies in Georgia
for 2006 by the Atlanta Journal-Constitution.

We also received notice in the At/anta Business
Chronicle’s listing of Top Performing CEOs
because of our team’s top 20 return on share-

holder investment over the last five years.

The majority of the work necessary to convert
our computer operating systems has been
completed. As part of this conversion process, we
introduced new teller and customer service plat-

forms allowing us to provide enhanced service.

We were the first bank to open a new branch in
the growing South Brunswick market. The recep-
tion from businesses and individuals has been
great, and we expect the Southport facility to

become our fastest growing branch.

Major renovations to our branches in St. Marys,
Kingsland, and Folkston were completed during
the year. The construction of our main Brunswick
office is well underway and is expected to be
completed by September 2007. The two-story,
12,000 square foot building will house a retail
banking facility, a training center, and several
administrative departments. The adjacent nine-

acre site will be further developed to provide

space for complimentary business growth.

President’s Letter Cont.
2006 Annual Report

* Five new branch managers and several new
management trainees were hired during 2006.
We were fortunate to have these managers and

trainees join our team.

During 2006, we introduced a monthly Presi-
dent's Award. Co-workers nominate fellow
employees for exhibiting extraordinary customer
service, preventing a loss, developing a new idea
to improve performance, or achieving some other
notable accomplishment that might otherwise
have gone unnoticed. Recognizing employees is
easily one of the most gratifying aspects

of management.

Record net income was achieved through the
ability to maintain our net interest margin longer
in 2006 than originally projected. Even with

a 60.9% increase in our interest expense to
conl. page 4
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" Southeastern Banking Corporation

$6,869,729, we were able to grow net interest
income by $1,033,475 over 2005. This income
growth was largely due to rising market rates on
our floating rate loans and increased loan produc-
tion. Earnings were also positively impacted by

a $230,333 reduction in our provision for loan
losses. Factors negatively affecting income included
a $190,000 adjustment on the value of our building
in Yulee (which will be replaced) and a $70,814

reduction in mortgage origination fees.

Loans, net of unearned income, grew 10.7% or
$23,973,799 during 2006. We were fortunate to
grow existing relationships and develop new ones.
Our commercial lending group, focusing on busi-
ness and project lending in all markets, drove this
growth. Our coastal area particularly supported
strong real estate development and small business

expansion during 2006.

Deposits grew $13,149,942 or 4% during 2006.

As rates increased during the year, customers
moved money from savings to higher-yielding
certificates of deposit and NOW accounts.
Controliing the cost for these deposits was one

of the largest contributors to our increase in profits

for the year. We expect to see a sharp tightening

“Friendly, courteous
service is a hallmark

of our institution.”
Sheila Edmond

Bookkeeper
Employed 1993

Southeastern Banking Corporation

of our net interest margin during 2007. To address
this issue, we will introduce a new deposit product
line-up during 2007, Some basic products may
change in name alone, while others will be modi-
fied to directly compete with accounts offered by

other financial institutions in our markets.

L.ong-time Board member
Dan Williams recently
achieved emeritus status

after 18 years of service.

Dan did a great job

representing us in

Camden County and

remains committed Dan A Williams

to our growth.

On behalf of our employees, | thank you

for your continued interest and support.

Respectfully submitted,
CorneLius P. HoLrawno, 111

President

April 23, 2007
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Condensed Consolidated Balance Sheets
Southeastern Banking Corporation

December 31, 2006 2005
Assets
Cash and due from banks $ 23,410,228 S 21,587,266
Federal funds sold - 15,003,000
Cash and cash equivalents 23,410,228 36,590,266
[nvestment securities

Available-for-sale, at market value 93,490,850 82,791,294

Held-to-maturity (market value of approximately $33,233,000

and $35,381,000 at December 31, 2006 and 2003) 32,795,375 3458474

Total investment securities 126,286,225 117,376,035
Loans, gross 247,877,870 223,947,365

Unearned income {112,437) {155,731)

Allowance for loan losses (4,239,966) {4,311,007)
Loans, net 243,525,467 219,480,627
Premises and equipment, net 9,842,875 8,817,550
Intangible assets 506,490 564,704
Other assets 6,730,771 5,861,990
‘Total Assets $410,302,056 $388.691.172
Liabilities and Shareholders’ Equity
Liabilities
Deposits

Noninterest-bearing deposits $ 80,979,450 § 79,750,623

Interest-bearing deposits 260,971,580 249,050,465
Total deposits 341,951,030 328,801,088
Federal funds purchased 4,684,000 -
U. S. Treasury demand note 1,905,141 1,355,559
Federal Home Loan Bank advances 5,000,000 5,000,000
Other labilities 4,575,699 4,133,625
Total Liabilities 358,115,870 339,290,272
Shareholders’ Equity
Common stock ($1.25 par value; 10,000,000 shares authorized;

3,580,797 shares issved; 3,213,600 and 3,235,002 shares

outstanding at December 31, 2006 and 2005) 4,475,996 4,475,996
Additional paid-in capital 1,391,723 1,391,723
Retained earnings 54,272,250 50,977,998
Treasury stock, at cost (367,197 and 345,795 shares at

December 31, 2006 and 2005) (7,356,329) (6,751,073}
Realized shareholders’ equity 52,783,640 50,088,644
Accumulated other comprehensive loss {597,454) {687,744)
Total shareholders’ equity 52,186,186 49,400,900
Total Liabilities and Shareholders’ Equity $410,302,056 $388,691,172

Ml finoncial doto was tondensed from ond should be reod in confunation with the sudited consofidoted finondiol statements i the Form 10-K furnished with the Compony's Proxy Statement for the 2007

Annual Meeting of Shareholders.

2006 Annual Report




Condensed Consolidated Statements of Income
Southeastern Banking Corporation

Years Ended December 31, 2006 2005 2004
Interest income

Loans, including fees $21,041,352 $ 17,093,379 $15,047,828

Federal funds sold 310,741 424,485 146,876

Investment securities

Taxable 3,795,586 3,830,722 4,015,885
Tax-exempt 1,299,926 1,479,049 1,524,713

Other assets 65,855 51,251 A
Total interest income 26,513,460 22878 886 20,773,109
Interest expense

Deposits 6,502,304 3,944,385 3,187,705

Federal funds purchased 34,586 7,503 2,102

U.S. Treasury demand note 32,728 16,631 1,697

Federal Home Loan Bank advances 300,111 300,111 300,933
Total interest expense 6,869,729 4,268,630 3,498,437
Net interest income 19,643,731 18,610,256 17,274,672
Provision for loan losses 109,500 339,833 807,483
Net interest income after provision for loan losses 19,534,231 18,270,423 16,467,189
Noninterest income

Service charges on deposit accounts 2,419,575 2,347,417 2,519,435

Investment securities (losses) gains, net (209) (76,750} 124,094

Other operating income 1,308,685 1,258,525 1,217,094
Tortal noninterest income 3,728,051 3,529,192 3,860,623
Noninterest expense

Salaries and employee benefits 8,029,093 1,563,746 6,881,293

Occupancy and equipment, net 2,715,570 2,473 511 2,555,720

Other operating expense 2,853,520 2,430,788 2,566,565
Total noninterest expense 13,598,183 12,486,046 12,003,578
Income before income tax expense 9,664,099 9,331,569 8,324,234
Income tax expense 3,089,083 2,856,935 2,520,770
Net income $ 6,575,016 S 6,474,634 S 5,803,464
Basic earnings per common share (] 2.04 S 197 5 1.75
Weighted average common shares outstanding 3,223,104 3,286,428 3,308,807

Al financial data wos condensed from and should be read in conjunction with the audited consolidated financial statements in the Form 10-K furnished with the Company's Proxy Statement for the 2007

Annual Meeting of Shareholders.

Independent Auditor’s Report

To the Board of Directors ond Shareholders of Southeastern Banking Corporation

We have audited, in accordance with auditing standards generally accepted in the United States of Americ, the consolidated balance shets of Southeastern Banking Corporation and Subsidiary os of Decemba;
31, 2006 and 2005, and the related consalidated statements of income, stockhalders’ equity and cash flows For each of the thres years in the period ended December 31, 2006, {nof presented herein) ond,

in our repor! dated March 31, 2007, we expressed an unqualified apinian on those financial statements,

I our opinion, tha information sel forth in the accompanying condensed consalidated financial statements is fairly stated, in all material respects, in relation 1o the finangial statements Erom which it has beoa

derived.

Southeastern Banking Corporation

/s/ Mauldin & Jenkins, LLC

Albany, Gearglo
March 31, 2007




Condensed Consolidated Statements of Cash Flows
Southeastern Banking Corperation

Years Ended December 31, 2006 2005 2004
Operating activities
Net income $ 6,575,016 S 6,474,634 S 5,803,464
Adjustments to reconcile net income to net cash
provided by operating activities:
Provision for loan losses 109,500 339,833 807,483
Depreciation 614,506 761,269 794,704
Amortization and accretion, net 159,982 381,799 693,041
Deferred income tax benefit (76,263) {69.674) {134,139)
Investiment securities losses (gains), net 209 76,750 (124,094)
Net gains on sales of other real estate (14,868) (94,323) (103,114)
Changes in assets and liabilities:
(Tncrease) decrease in other assets (759,058) (286,221} 241,664
Increase (decrease) in other liabilities 503,761 369,992 {59,442)
Net cash provided by operating acuvities 7,112,785 7,954,059 1,919,567
Investing activities
Principal collections and maturities of investment securities:
Available-for-sale 73,610,509 47,161,870 42,406,420
Held-to-maturity 3,803,800 3,729,600 2,227,500
Proceeds from sales of available-for-sale investment securities 9,991,333 1,296,375 5,826,122
Purchases of available-for-sale investment securities (94,125,010) (55,818,378) (38,738,847)
Purchases of held-to-maturity investment securities (2,135,000) {1,438,414}) {1,926,441)
Net increase in loans (24,371,657) (5,517,826} {13,516,845)
Proceeds from sales of other real estate 131,215 384,113 85,954
Capital expenditures, net (1,639,831) {324,439) (1,115,329)
Net cash used in investing activities (34,734,641) (4,527,099) (4,751,466)
Financing activities
Net increase {decrease) in deposits 13,149,942 {10,508,802) 22 346,398
Net increase in federal funds purchased 4,684,000 - -
Net increase (decrease) in U.S. Treasury demand note 549,582 {75,652) 097,275
Purchase of treasury stock {599,256) (1,941,444) (215,462)
Dividends paid (3,342,450) (3,352,315 {3,360,734)
Net cash provided by (used in) financing activities 14,441,818 {15,878,213) 19,467,477
Net (decrease) increase in cash and cash equivalents {13,180,038) {12,451,253} 22,635,578
Cash and cash equivalents at beginning of year 36,590,266 49,041,519 26405941
Cash and cash equivalents at end of year $ 23,410,228 S 36,590,266 $ 49,041,519

Supplemental disclosure
Cash paid during the year
Interest

$ 6,308,053

S 4,146,341

5 3,608,413

Income taxes 3,550,000 2,920,000 2,620,000
Noncash investing and financing activities

Broker receivable for security sales $ - $(4,373,125) S 4373125

Broker payable for security purchases - {1,981,680) 1,981,680

Real estate acquired through foreclosure 331,137 318,027 494,215

Loans made in connection with sales of foreclosed real estate 86,905 224,668 307,579

All financial data was condensed from and shoufd be read in conjunction with the audited cansolidated financial statements in the Form 10-K furnished with the Company’s Proxy Statement for the 2007

Annual Mesting of Shareholders.

Munugement’s Statement of Responsibility for Finandial Statements

Monagement is responsible for the preparation of the tonselidated condensed financial statements and ather related financial infarmotian included in this Summary Annual Report. The consolidated

condensed financial statements have been prepored in conformity with aceounting principles generally atcepted in the United States of America, incorporating management’s reasonale esfimates and judg-
ments, where epplicoble. The financiol statements which are contained in the Form 10-K furnished with the Company’s Proxy Statement for the 2007 Annual Meeting of Shareholders should be rend in con-
/s/ Alyson G. Beusloy

junction with these consolidated condensed financial statements. /s/ Cornelivs P. Holland, NI

President & Chief Exacutive Officer Yice President & Trensorer

g 2006 Annual Report




e

WMRN
NK

Stnce 1

8§59




{
i

By el

Sheptare

N T
A i o, X s

i,

RONHo e

Hdoxorst, o

GiEn LET b B

17 g

Hubainis

P YSCIE VN E R Ol U

5.‘,\ :';_‘,'1‘;!“‘?"(: R s e

BT A

T hen

Hipeean A
e w8 (hnae
Segt vhgs itk
R ZUs I
e

PR

LR N A 47t ‘.'";:.1'-15

b lngees T ome
Toller e st 0
fnitne Shprigar

Ntelatersige.

CCR E N B YR
* s et &

Sy s

| s

g e g

et Clfea o
Soaemit Primga

Tt

=LA

k.t Bospita:

Seeeail TRt

FIFAGIEIN

Ty oo
[
T M

o Mareys

axfeteinlie

L}
|
|
i
|

|




- . -
i L a g : ;
. - ks
- P . H & I 1
- i v : n
w . b 3z = , .
. - f o n- < T b
- “ - B s - - -
: [ B = PR & =
B - « Lo : F * . o = C




Southeastern bank

Left to right

Scott L. Sykes ~ . ¢
Asst.Vice President, Dama Processing
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| Southeastern Banking Corporation

Board of Directors Corporate Officers

Cornelius P. Holland, 11 Cornelius P. Holland, T11

President & Chief Executive Officer President & Chief Executive Officer

Alyson G. Beasley Alyson G. Beasley

Vice President & Treasurer Vice President & “Treasurer

Leslie H. Blair Wanda D. Pirts
Vice President Secretary
Gowen Timber Company, Inc.

Millie J. Ray
David H. Bluestein Internal Audit Director
Mayor

City of Darien

Alva J. Hopkins, 11
President

Toledo Manufacturing Company

A. Wade Strickland
Cardiologist

Fones, Strickiand & Certain

1 epprouse die iy
valuesEprormorediby
SoutheasiesniBankas
Robert Pope

Facilities
Employed 1972

Southeastern Baniing Corporaticn 14
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SOUTHEASTERN BANKING CORPORATION
1010 Northway Street
Darien, Georgia 31305

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of
Southeastern Banking Corporation:

Notice is hereby given that the Annual Meeting of Shareholders {the “Meeting'") of Southeastern
Banking Corporation (the *“Company™) will be held at Southeastern Bank, 1010 Northway Street, Darien,
Georgia 31305, on Wednesday, June 13, 2007 at 3:00 p.m. local time, for the following purposes:

1) To elect six directors to serve for one year terms expiring at the next Annual Meeting of
Shareholders in 2008;

2) To set the Board of Directors (the “Board™) at a nine member maximum with three to remain
vacant until the elected Board deems it in the Company’s best interest to fill one or more of
such vacancies;

3} To consider and act upon a proposal to approve the Southeastern Banking Corporation 2006
Stock Option Plan;

4) To approve the appointment of independent auditors by the Audit Committee for the fiscal
year 2007; and

5) To transact such other business as may properly come before the Meeting or any adjournment
or postponement thereof,

The Board is not aware of any other business to come before the Meeting.

Any action may be taken on the foregoing proposals at the Meeting on the date specified above, or on
any date or dates to which the Meeting may be adjourned or postponed. Only shareholders of record at the
close of business on May 9, 2007 will be entitled to notice of and to vote at the Meeting or any
adjournment or postponement thereof.

It is important that your shares be represented and voted at the Meeting. You can vote your shares by
completing and returning the enclosed proxy card. Regardless of the number of shares you own, your
vote is important. Please act today.

Your attention is directed to the attached Proxy Statement for more complete information regarding

the matters to be acted upon at the Meeting.

By Order of the Board of Llirectors,

A, P>

WANDA D. PITTS, Secretary

May 16, 2007

IMPORTANT: Whether or not you plan to attend the Meeting, please complete, sign, date, and
return the enclosed proxy in the postage paid envelope provided. The giving of the proxy will not
affect your right to vote at the Meeting if the proxy is revoked as set forth in the attached Proxy
Statement.
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SOUTHEASTERN BANKING CORPORATION
1010 Northway Street
Darien, Georgia 31305
912.437.4141

PROXY STATEMENT

ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON WEDNESDAY, JUNE 13, 2007

The enclosed proxy is solicited on behalf of the Board of Directors (the “Board”) of Southeastern
Banking Corporation (the “Company”} in connection with the Annual Meeting of Sharcholders of the
Company (the “Meeting”) to be held at Southeastern Bank, 1010 Northway Street, Darien, Georgia, on
Wednesday, June 13, 2007 at 3:00 p.m. or any adjournment or postponement thereof. This Proxy
Statement and the enclosed proxy are first being mailed to shareholders on or about May 16, 2007.

All shares of the Company’s Common Stock, par value $1.25 per share (the “Common Stock”),
represented at the Meeting by properly authorized proxies received prior to or at the Meeting, and not
revoked, will be voted at the Meeting in accordance with the shareholder’s instructions. If no instructions
are indicated, properly executed proxies will be voted FOR the proposals set forth in this Proxy
Statement.

The Company does not know of any matters, other than described in the Notice of Meeting, that are to
come before the Meeting. If any other matters are properly presented at the Meeting for action, the persons
named in the enclosed form of proxy and acting thereunder will vote on such matters as the Board of
Directors recommends.

A shareholder may revoke his or her proxy and change his or her vote at any time prior to the voting
thereof on any matter (without, however, affecting any vote taken prior to such revocation) by: (1) signing
and returning another proxy with a later date; (ii) giving written notice of revocation of the sharehaolder’s
proxy to the Secretary of the Company prior to the Meeting at the address betow; or (iii) voting in person at
the Mceting. Any written notice revoking a proxy should be delivered to Wanda D. Pitts, Secretary,
Southeastern Banking Corporation, at P.O. Box 455, Darien, Georgia 31305, if by mail, and at 1010
Northway Street, Darien, Georgia 31305, if by courier. The presence of a shareholder at the Meeting will
not automatically revoke such shareholder’s proxy.

VOTING SECURITIES AND PRINCIPAL HOLDERS

Shareholders of record at the close of business on May 9, 2007 will be entitled to one vote for each
share then held. As of May 9, 2007, the Company had 3,209,600 shares of Common Stock outstanding.
The Common Stock constitutes the only voting securities issued by the Company.

A majority of the shares entitled to vote constitutes a quorum at 2 meeting of the shareholders. If a
quorum is present, the vote of a plurality of the votes cast by the shares entitled to vote is necessary for the
election of directors. The presence of a quorum, either in person or by proxy, and the affirmative vote of
the holders of a majority of the shares represented and entitled to vote at the Annual Meeting are required
to take most other actions.

If your shares are held in a brokerage account or by another nominee, you are considered the
wbeneficial owner” of shares held in street name, and these proxy materials are being forwarded to you by
your broker or nominee {the “record holder”) along with a voting instruction card. As the beneficial owner,




you have the right to direct your record holder how to vote your shares, and the record holder is required to
vote your shares in accordance with your instructions.

A broker non-vote occurs when a nominee holding shares for a beneficial owner does not vote on a
particular proposal because the nominee has not received voting instructions from the beneficial owner and
does not have discretionary voting power with respect to that item. Broker non-votes will not be
considered for purposes of determining whether a2 quorum is present or affect the outcome of any proposals
presented.

The following table sets forth certain information regarding beneficial ownership of the Common
Stock as of May 9, 2007 by: (i) each director, nominee, and executive officer {as defined below under
“Executive Compensation™); (i} all directors, nominees, and executive officers as a group; and (iii) each
person known by the Company to be the beneficial owner of more than 5% of the outstanding shares of
Common Stock (“Principal Shareholder”). The Company believes that the individuals listed each have sole
voting and investment power with respect to such shares, except as otherwise indicated in the footnotes to
the table.

Unless otherwise indicated below, the business address of each beneficial owner of more than 5% of
Common Stock is: c/o Southeastern Banking Corporation, P.O. Box 455, 1010 Northway Street, Darien,
Georgia 31305.

Shares Beneficially Owned

Amount of Percent
Beneficial of
Name of Beneficial Owner Ownership Ownership
Directors, Nominees, and Executive Officers:
Alyson G. Beasley'™™ ... 826,919 25.76
Leslie H. Blair™. ......oiiiiiiiiiiic e, 8,340 *
David H. Bluestein™. ... e 17,700 *
Comelius P. Holland, I ... 6,781 *
Alva J. Hopkins, TII®. ..o 34,398 1.07
By O 5 {0 100 *
R. Lanier Miles™. ... e 1,900 .
A. Wade Strickland™. ... 10,105 *
All directors, nominees, and executive officers as a group (8 persons) 906,243 28.24
Other Principal Shareholder(s):
William Downey ™. ..o o e, 183,414 5.71
* Less than 1% of outstanding shares.

(1) Includes 594,141 shares held in trust for the estate of Ms. Beasley’s father, 111,000 shares held in
trust for the estate of Ms. Beasley’s mother, and 13,119 shares held in trust for the estate of Ms.
Beasley’s grandmother. Also includes 34,566 shares held in trust for her uncle.

(2) Includes 3,000 shares owned by Mr. Blair's spouse, who has sole voting and investment power over
such shares.

(3) Includes 3,045 shares owned by Mr, Bluestein's spouse, who has sole voting and investment power
over such shares.

(4) Includes 332 shares owned by Mr, Holland’s spouse, for which Mr. Holland disclaims beneficial
ownership. Mr. Holland shares voting and investment power with respect to 280 shares.

(5) Includes 1,980 shares owned by Mr. Hopkins’s spouse, who has sole voting and investment power
over such shares.

(6) Includes 2,565 shares owned by Mr. Strickland’s spouse, who has sole voting and investment power
over such shares.

{(7)  Includes 29,700 shares owned by Mr. Downey’s spouse, who has sole voting and investment power
over such shares. Also includes 1,300 shares in a family-affiliated company of which Mr. Downey
is manager. Mr. Downey’s business address is: c/o Golden Isles Realty Company, Inc., 330




Mallory Street, St. Simons Island, Georgia 31522. Mr. Downey serves as a consultant to the
Company and received $2,800 for services rendered in 2006.

(8)  Although Mr. Miles is still employed part-time and retained his title as Executive Vice President of
Southeastern Bank, as of January 2007, he is no longer an executive officer.

PROPQSALS ONE AND TWO - ELECTION OF DIRECTORS

A Board consisting initially of six directors will be elected at the Meeting for a one-year term or until
their successors are elected and qualified. The Board has unanimously approved the nominees named
below, all of whom are members of the current Board.

Unless otherwise instructed, it is the intention of the persons named in the accompanying form of
proxy to vote for the election of the six nominees named. Although the Board anticipates that all nominees
will be available to serve as directors of the Company, should any one or more of them not accept the
nomination, or otherwise be unwilling or unable to serve, the proxies will be voted for the election of a
substitute nominee, or nominees, as the Board recommends. Except as disclosed in this Proxy Statement,
there are no arrangements or understandings between any nominee and any other person pursuant to which
such nominee was selected. Additionally, other than those nominees employed by the Company, all
nominees are independent as defined by Rules of the National Association of Securities Dealers, Inc.
(“NASD").

None of the nominees has been involved in legal proceedings related to bankruptcies, criminal
proceedings, or securities law violations. All nominees have been engaged in their respective principal

occupation and have been associated with their respective employers for the last five years,

The Board recommends that shareholders vote FOR all nominees,

Nominees for Directorship

The table below sets forth certain information with respect to each nominee for election to the Board:

Director
Name and Principal Occupation Age Since
Alyson G. Beastey........ouviirerriiiio i 40 1999
Vice President and Treasurer of the Company
Controller, Southeastern Bank
Leslie H. BlaiT. oo oven ettt et e et et e e ey e 67 1978
Vice President, Gowen Timber Company, Inc.
David H. BRIESIEIN. ... oo ivvieririniereeeeerneenierntimraea e sneeas e s aenesieae 65 1984
Mavor, City of Darien
Cornelius P. Holland, TIL. ... ..ot e 51 1997
President and Chief Executive Officer of the Company
President and Chief Executive Officer, Southeastern Bank
President, SBC Financial Services, Inc. (inactive)
Alva 1 Hopkins, TE....... oot s 54 1978
President, Toledo Manufacturing Company. Inc.
A, Wade SIIcKIANG. ..o e 68 2005

Cardiologist, Jones, Strickland & Certain




All directors have served continuously since their respective election. There are no family relationships
among the Director nominees or executive officers of the Company.,

Approval is sought to increase the number of directors to nine by allowing the six elected directors to
approve three additional directors to be elected at any time the Board deems it to be in the Company’s best
interest to fill same. The Board recommends that shareholders vote FOR this proposal.

Meetings and Committees of the Board

The Board conducts its business through meetings of the Board and through the activities of its
committees, including subsidiary Boards and committees. The Company’s Board regularly meets quarterly
and other times as needed. During the year ended December 31, 2006, the Board held 5 meetings. All the
Company's directors attended at least 75% of the Board and committee meetings, including active
subsidiary Board and committee meetings, on which they served.

The Executive Commiftee of the Board consists of Messrs. Bluestein, Holland, Hopkins and Ms.
Beasley. This committee evaluates potential acquisitions and handles other Company matters on an as-
needed basis. The Executive Committee did not hold any meetings during 2006.

The Board of Southeastern Bank, the Company’s bank subsidiary, meets monthly, and its Executive
Comumittee, normally once a menth. All members of the Company's Board also serve on the Southeastern
Bank Board of Directors. The Southeastern Bank Board held 12 meetings during 2006. Messrs. Blair,
Bluestein, and Holland also serve on the Southeastern Bank Executive Committee. This committee
primarily reviews and approves loans but is also empowered to act on other bank matters in the absence of
the bank Board. The Southeastern Bank Executive Comrmittee heid 12 meetings in 2006.

Messrs. Hopkins and Bluestein and bank-only director Jerry W. Harper, all of whom are considered
independent under NASD rules, serve on the joint Audit Committee of the Company and Southeastern
Bank. The primary functions of this committee are to appoint the independent auditors for the Company
and 1ts subsidiaries, review external audit scope, findings, and recommendations; approve the annual
financial statements, preparation of which is the responsibility of management; evaluate internal accounting
policies and procedures; and review and approve the annual plan for the internal audit department, as well
as summary reports of such department’s findings and recommendations. The Audit Commitiee’s
responsibilities are set forth in its charter, a copy of which is located on the bank subsidiary website at
www.southeasternbank.com. The “Audit Committee Report” on the Company’s financial statements for
the year ended December 31, 2006 is located on page 18. The Audit Committee held 7 meetings in 2006.

The Compensation Committee of Southeastern Bank is responsible for approving the compensation
arrangements for the Company’s executive officers. The current members of the Compensation Committee
are Messrs. Bluestein, Holland, Hopkins, Strickland, and bank-only director Lawrence F. Jacobs. MI.
Holland is a non-voting member of the Comumittee. The Compensation Committee held 2 meetings during
2008.

The Nominating Committee advises the Board with respect to matters of Board composition and
procedures. The committee does not have a charter formally governing the nomination process. To date,
all director nominees have been identified by current directors or management. The Company has never
engaged a third party to identify director candidates, and the Company has never received a proposed
director candidate from a source outside the Company. However, the Board would consider any director
candidate proposed in good faith by a sharcholder of the Company. To do so, a sharcholder should send
the candidate’s name, credentials, contact information, and his or her consent to be considered as a
candidate to the Secretary of the Company. The Nominating Commiitee will evaluate candidates based on
financial literacy, knowledge of the Company’s industry or other background relevant to the Company’s
needs, status as a stakeholder in the Company, “independence” for purposes of compliance with the rules of
the Securities and Exchange Commission (“SEC"™) and NASD, and willingness, ability, and availability for
service, Messrs. Blair, Bluestein, and Hopkins, all of whom are considered independent, are the current




members of the Nominating Committee. During 2006, the Nominating Committee did not hold any
meetings.

Messrs. Bluestein, Holland, and Ms. Beasley serve on the Board of SBC Financial Services, Inc., the
Company’s subsidiary which formerly offered insurance agent and investment brokerage services but is
now inactive. One meeting was held by the SBC Financial Services, Inc. Board in 2006.

The Company expects, but does not require, directors to attend the Annual Meeting of Sharcholders. Last
year, all directors attended the Annual Meeting.

Director Compensation

The following table provides information concerning the compensation of directors for the most
recent fiscal year. Except as noted below, all directors are paid at the same rate. The differences among
directors in the table below result from additional compensation for chairing a committee as well as varying
numbers of meetings attended and corresponding payments of meeting fees.

The Board determines the amount and form of director compensation. Procedures regarding the
determination of director compensation are essentially the same as for executive compensation. Non-
employee directors of the Company receive a fee of $700.00 per meeting. No fees are paid to members of
committees appointed by the Company Board for their service on Company committees. Non-employee
directors of Southeastern Bank are paid a director’s fee of $700.00 per month, and, if on the Executive
Committee, an additional $450.00 per month. Audit Committee members are paid $225.00 for each
meeling attended except for the Chairman and Vice Chairman of that Committee who are paid $275.00 for
their attendance. Electronic Data Processing Committee, Compensation Committee, and Asset/Liability
Committee members are paid $225.00 for each meeting attended. Non-employee directors of SBC
Financial Services, Inc. are paid $100.00 per meeting attended. No fees are paid to directors employed by
the Company and its subsidiaries for their attendance at any Board or committee meetings.

Director Compensation Table

Fees Earned or All Other
Paid in Cash Compensation'" Total
Name (%) ($) (%)
Leslie H. Blair.................ooooin s £16,600 - $16,600
David H. Bluestein..........oovvvvvvneneeannn. $19,625 . $19,625
AlvaJ. Hopkins, Ul.............conl, $14,475 - $14.475

A. Wade Strickland..................l $11,650 - $11,650

(1) No director received perquisites or personal benefits in excess of $10,000. Pursuant to SEC
regulations, the Company reports perquisites only when the aggregate incremental cost of providing
them to any individual exceeds $10,000.

Corporate Governance

In addition to the discussion of director independence and other matters in the foregoing sections,
refer to “Corporate Governance” from Part 1I and “Executive Compensation” from Part III of the
Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2006 for additional
details on the Company’s corporate governance practices.

Shareholder Communications with Directors

Shareholders wishing to contact the Board of the Company or a specified director or committee of the
Board should send correspondence to the Secretary of Southeastern Banking Corporation, P.O. Box 435,
Darien, Georgia 31305. All communications so received from shareholders or other interested parties will
be forwarded to the members of the Board, or to a specific Board member or commiittee if so designated by




such person. Anyone who wishes to communicate with a specific Board member or committee should send
instructions asking that the material be forwarded to the director or to the appropriate committee chairman.
EXECUTIVE COMPENSATION

Executive Officers

Executive officers are elected annually by the Board. The table below sets forth the name of each
current executive officer of the Company and its subsidiaries and the principal positions and offices each
holds with the Company. Unless otherwise indicated, each of these officers has served as an executive
officer of the Company or its subsidiaries for at least five years.

Name Information about Executive Officers

Cornelius P. Holland, 111 President and Chief Executive Officer (the “CEO”) of the Company. Mr.
Hoelland is also Chairman, CEQ, and President of Southeastern Bank and
SBC Financial Services, Inc.

John C. Houser Executive Vice President of Southeastern Bank since January 2007 with
operational and lending oversight of all bank locations. From July 2004 —
December 2006, Mr. Houser served as Senior Vice President and chief
credit officer. Prior to July 2004, Mr. Houser was Vice President -
Commercial Sales Manager of AmSouth Bank, Birmingham, Alabama. Mr.
Houser was appointed an executive officer of Southeastern Bank in January
2005. Mr. Houser is 43.

Alyson G. Beasley Vice President and Treasurer of the Company and Controller of
Southeastern Bank with responsibility for various finance-related functions.

Compensation Committee Processes and Procedures

All executive compensation is paid by the bank subsidiary. Accordingly, decisions regarding the
compensation of executive officers are made by the Compensation Comrmittee of Southeastern Bank, which
is referenced in this section as the Committee. Specifically, the Committee has strategic and administrative
responsibility for a broad range of issues, including ensuring that key management employees are
compensated effectively and in 2 manner consistent with stated compensation strategy. The Committee
also oversees certain other employee benefits. The bank Board appoints each member of the Committee
and has determined that each member other than Mr. Holland is an independent director under NASD rules.
Mr. Holland serves as a non-voting member of the Committee and does not participate in decisions
regarding his personal compensation; all decisions relating to the CEO’s compensation are made by the
Committee in executive session, without management present.

The Committee’s policy is to review executive officer compensation at least annually. The
Committee conducts these reviews to ensure that senior management compensation is consistent with its
compensation philosophies, Company and personal performance, changes in market practices, changes in
an individual's responsibilities, and inflation. At the Committee’s first regular meeting each year, which is
typically held in January or February, the Committee makes a more specific review which focuses on
performance for the most recent fiscal year. From time to time, the Committee may hire a third party
consultant to advise it on executive compensation and benefit programs. The Committee has the authority
to hire and fire any consultant and engage other advisors,

In determining the amount of executive officer compensation each year, the Committee reviews
competitive market data from the banking industry as a whole and Georgia financial institutions within its
asset size specifically. The Committee makes specific compensation decisions based on such data,
Company performance, and individual performance and circumstance. With regard to formula-based




incentives, the Committee develops performance targets using management’s internal business plan,
industry and market conditions, and other factors,

COMPENSATION DISCUSSION AND ANALYSIS

Introduction

The Committee sets total compensation for the Company’s executive officers, including the CEQ, by
evaluating all elements of compensation on an annual basis. This evaluation includes:

» Evaluation of cash compensation;

s Review of trigger (minimum), target, and superior (maximum) payout levels under bonus
plans;

s  Consideration of the value of benefit plans;

e Comparisons to compensation packages provided to executive officers by comparable banks,
to gain perspective and context;

e  Analysis of whether compensation is aligned with the interests of shareholders;

» Consideration of the value of any special benefits and perquisites; and

s Consideration of the tax deductibility and accounting implications of executive
compensation, as needed.

Based on this evaluation, the Committee has concluded that the total compensation package is reasonable
and appropriately designed to attract, retain, and motivate the Company’s executive officers. However, as
noted on page 15, the Committee and the Board have determined that a stock option plan would better align
the interest of executive and other senior officers with the long-term interests of shareholders. The
proposed 2006 Stock Option Plan is presented as Exhibit A.

Executive Compensation Philosophy

The Company secks to provide an executive compensation package that is driven by its overall financial
performance, the increase in shareholder value, the success of areas directly impacted by the executive’s
performance, and the performance of the individual executive. The main principles of this strategy include
the following:

¢ Compensation decisions are driven by a pay-for-performance phitosophy.

e Total compensation opportunity should be comparable to the marketplace when Company
performance excels.

¢ Increased compensation is earned through an employee’s increased contribution.
e 10 - 40% of total direct compensation should be variable compensation.

Objectives of Executive Compensation
The objectives of the Company’s executive compensation program are to:

s  Auract and retain quality leadership;
» Enhance the individual executive’s performance;

e Align incentives with those Company areas most directly impacted by the executive’s
leadership and performance;
Increase shareholder value; and
Improve the Company’s overall performance.

The Company strives to meet these objectives while maintaining market-competitive pay levels.




Decisions Regarding Composition of Total Compensation

The Company provides a mix of pay elements to align exccutive incentives with shareholder value.
The compensation program, as currently designed, primarily includes short-term compensation; however,
long-term compensation is expected to become an important part of compensation if certain long-term
incentives are approved by shareholders. Such long-term compensation would be particularly suited for the
CEO and other senior officers. Currently, CEQ compensation is allocated as follows:

Base Salary: Ranges from approximately 60% to 84% of total direct compensation
Short-Term Incentives: Range from approximately 16% to 40% of total direct compensation

For the other executive officers, compensation is currently allocated as follows:

Base Salaries: Range from approximately 79% to 90% of total direct compensation
Short-Term Incentives: Range from approximately 10% to 21% of total direct compensation

“Total direct compensation™ means base salaries plus short-term incentives. The Company does not
presently offer long-term incentives but believes that the addition of a stock option plan as proposed on
page 15 would better align executives’ interests with shareholders and create a strong retention tool,
particularly since such a plan would make stock appreciation fundamental in realizing a compensation
benefit.

Executive Compensation Program Overview
Currently, the three primary components of the executive compensation program are:

e Base salary;
e  Annual cash incentives; and
¢ Benefits,

If approved by the shareholders, long-term incentives will be added to the compensation package in 2007,
see Exhibit A for more details. A brief description of these components and related programs follows:

1. Base Salary

Base salary is designed to provide competitive levels of compensation to executives based upon their
experience, duties, and scope of responsibility. Base salaries provide a core level of compensation and are
necessary to recruit and retain executives. The Committee uses annual base salary adjustments to reflect an
individual’'s performance or changed responsibilities. Additionally, incentive compensation and retirement
benefits are generally tied to an executive’s base compensation; for example, annual cash incentives are
calculated as a percent of the executive’s base salary.

Base salaries represent a larger proportion of total compensation at lower executive levels, but at the
CEO level is progressively replaced with larger variable compensation opportunities.

2. Annual Cash Incentives

The Company uses annual cash incentives (the “Annual Incentive Plan” or “AlIP”) to drive
achievement of its annual performance goals. The current AIP, which was implemented in 2005, focuses
on the achievement of annual financial goals with awards paid in cash, The AIP is designed to:

Support the Company’s strategic business objectives;
Promote the attainment of specific financial goals;

Reward achievement of specific performance objectives; and
* Encourage leamwork.

The size of an executive’s AIP award is influenced by the scope of the executive’s responsibilities,
market practices, and individual performance. The Committee generaily targets annual bonus at market




median practice for expected levels of performance, with upside opportunities for superior performance.
All executive and other officers participate in the AIP. Awards earned under the AIP are contingent upon
employment from April 1 through December 31 of each year.

The ultimate amount paid to an executive under the AIP is a function of four variables:

» The executive’s level of participation;

o The AIP goals established by the Committee for the executive;

¢ The payout amounts established by the Committee which correspond to trigger, target, and
superior levels of performance; and

e The Committee's determination of the extent to which the goals were met.

The Committee initially denominates AIP awards as a percentage of an executive’s salary. The
percentage represents the final AIP payout to the executive assuming AIP goals are achieved at the target
level of performance. The actual amount paid under the AIP depends upon performance, and in past years
could vary as discussed below.

Next, the Committee establishes financial and/or non-financial performance measures for each
participant. For Mr. Holland, AIP performance measures for 2006 were a blend of 75% corporate
performance and 25% individual performance; the higher weighting accorded corporate performance
results from the substantial impact Mr. Holland has on the achievernent of those measures yet recognizes
the substantial impact of other measures in a community banking environment, For Messrs. Miles and
Houser, AIP measures for 2006 were a blend of 60% corporate performance and 40% individual
performance; both executives had personal responsibility for the success of the Company’s lending
function. AIP measures for Ms. Beasley were a blend of 40% corporate performance and 60% individual
performance. In 2007, performance measures for Mr. Houser will be based 70% on corporate performance,
because Mr. Houser's responsibilities were recently expanded.

With respect to corporate performance measures, AIP in 2006 were based primarily on return on
average assets, loan/deposit growth, loan quality, and stock price performance. No changes are expected in
the corporate performance measures for 2007. The performance goals for 2008 and later years may be
expanded to include other financial measures as selected by the Committee.

The Committee sets target performance measures in January or February of each year based largely
on management’s confidential business plan for the coming year, which typically includes planned revenue
growth, asset growth, and profit improvement as well as various non-financial goals. The Committee also
sets trigger and superior performance benchmarks. Superior award targets reflect ambitious goals which
can be attained only when business results are exceptional, thus justifying the higher award payments. Mr.
Houser was the only executive to attain the maximum awards in 2005 and 2006. Similarly, minimum
award or trigger performance targets are set sufficiently high that executives may fail to reach the minimum
performance target, resulting in no payments under the AIP, although all executives have attained
minimum performance since implementation of the current AIP two years ago. For 2006, the Committee
determined that all executives achieved at least trigger payouts, and in 2005, at ieast target payouts.

Actual payouts under AIP depend on the level at which the performance measures are achieved.
Overall achievement at the target level results in a final award payout equal to the target incentive award
payment — which approximates 20% of base salary for Mr. Holland and 15% for the other executives.
Actual performance at the trigger performance level results in a final award payment equal to 80% of the
target amount for Mr. Holland and 67% of the target award amount for the other executives; performance
below the trigger performance level results in no award payment. Actual performance above the target
performance benchmark produces an award greater than the target award, up to 200% of the target award
for Mr. Holland and 140% of the target award for the other executives. The Committee has the discretion
to award a slightly higher percentage for performance that exceeds trigger or target but does not meet the
next highest award level. Additionally, under the AIP formula, the CEO has a merit pool that can be used
to reward performance of his direct reports; no executive received more than $7,000 from the merit pool in
2005 or 2006. The CEO is not eligible for participation in the merit poot.




As a final step, the Committee assesses actual performance relative to pre-set goals and, thus,
determines the amount of any final award payment. In determining final awards and evaluating personal
performance, the Committee considers adjusted GAAP net income and other corporate performance
measures for unplanned, unusual, or non-recurring items of gain or expense.

3. Benefits

A. Profit-Sharing Plan

The Company maintains an Employee Profit-Sharing Plan (the “Profit-Sharing Plan™) with 401(k)
features to provide a tax-advantaged savings vehicle for its employees. The Company makes matching
contributions to the Profit-Sharing Plan to encourage employees to save money for their retirement. The
Profit-Sharing Plan, and the Company’s contributions to it, enhance the range of benefits the Company
offers executives and the Company’s ability to attract and retain employees.

Under the terms of the Profit-Sharing Plan, the Company will match an employee’s contribution in an
amount equal to a discretionary percentage of the employee’s contribution as determined each year. In
2006, the Company matched up to 6% of eligible pay on a dollar-for-dellar basis. In 2007, the Company
will again match up to 6% of eligible pay. Matching contributions vest to the employee when made by the
Company. Any additional profit-sharing contributions are allocated to participants based on compensation
and years of service. In 2006 and prior years, these additional contributions vested equally over a five-year
period after the employee reached three years of service; effective January 1, 2007, these contributions vest
equally over a five-year period after the employee reaches two years of service (the “new vesting
schedule™). Immediate vesting applies when employment is terminated due to normal retirement at age 65
or later, disability, ot death. The Company established its matching contributions by reference to market
and historical practices.

B. Perquisites and Other Benefits

Perquisites and other benefits represent a nominal part of the Company’s overall compensation
packape and are offered only after consideration of business need. The primary perquisite offered to senior
management is membership in golf or social clubs for the entertainment of clients and prospective clients.
The Company reviews such perquisites and other benefits annually.

C. Post-Termination Compensation

1.  Retirement Plans. The Company maintains a defined contribution plan that encourages
participants to sct aside part of their current earnings to provide for their retirement. This Profit-Sharing
Plan is described under Item 3A above.

2. Change in Control Agreements. The Company does not currently have any change-in-control
agreements or employment contracts with any of its executive officers.

4.  Long-Term Incentives

The Company does not currently offer any long-term incentives but subject to shareholder ratification
at the Meeting, will begin offering stock options in 2007. The Company believes that long-term incentives,
such as those proposed, would reward long-term decision-making by management and cement
management's ties to the Company. The proposed stock options are designed to focus attention on long-
range objectives and future returns to shareholders. Dilution to current shareholders would be nominal.

Recent Changes in the Executive Compensation Program

In 2005, a compensation consultant hired by the Committee performed a comprehensive review of all
executive programs and recommended specific program improvements or changes to ensure that the
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Company’s programs were competitive and effective. Results of this study indicated that pay levels and
practices were generally competitive but missing deferred or other long-term incentives. The Committee
has proposed a stock option plan for its executive officers and other employees as a starting point in
addressing this particular shortcoming; the proposed plan is described in detail beginning on page 15 and
presented in entirety as Exhibit A.

In 2005, the Committee also redesigned the Annual Incentive Plan to more closely align incentive
awards with officer performance and better measure individual contribution to the Company’s overall
success. Additionally, in 2005, the Company assigned a salary grade based on job function and
responsibility to each employment position. The salary grade results in a minimum and maximum pay
range for each job position. The Company developed its initial salary grades based on the Compensation
and Benefits Survey conducted by the Georgia Bankers Association and Matthews, Young — Management
Consulting. The salary grades, which can vary by market area, are reviewed annually by the Company’s
Human Resources department and adjusted periodically for competitive and other reasons.

Other Guidelines and Procedures Affecting Executive Compensation

Role of Executive Officers in Determining Executive Compensation. The Committee oversees the
administration of executive compensation plans, including the design, performance measures, and award
opportunities, and certain employee benefits. The Committee has the autherity to determine, and approves
all compensation and awards, to the CEO and other executive officers. Additionally, the Committee
annually reviews the general clements of compensation for all non-executive officers. The CEO assists in
the review of other executive officers and direct reports by providing performance and market data
pertinent to the compensation decision for these officers.

Share Ownership and Share Retention Guidelines. All directors of the bank subsidiary must own at
least 1,000 shares of Company stock in accordance with state law. No other share ownership or retention
guidelines currently apply to directors or executive officers of the Company or its subsidiaries. The
Company believes that significant share ownership by directors and executive officers can be a contributing
factor to superior long-term corporate performance. The Company is optimistic that the stock option plan
being proposed will increase the share ownership of its executive and other officers, thereby increasing
their stake in the Company.

Tax Considerations

Currently, all compensation paid to the Company’s executive officers is tax deductible.
Summary

In summary, the Company believes the current mix of salary and variable cash incentives motivates
its management team to produce strong returns for shareholders; however, the Company also believes that
the proposed stock option plan would further increase the attractiveness of its compensation package to
executives and other officers and better reflect market practice.

Report of the Compensation Committee on the Compensation Discussion and Analysis

The Compensation Committee reviewed and discussed the Compensation Discussion and Analysis
included in this Proxy Statement with management. Based on such review and discussion, the
Compensation Committee recommended to the Board that the Compensation Discussion and Analysis be
included in this Proxy Statement for filing with the SEC.,

Submitted by the Compensation Committee of Southeastern Bank:

A. Wade Strickland, Chairman

David H. Bluestein

Alva J. Hopkins, Il

Cornelius P. Holland, 1II (non-voting member)
Lawrence F. Jacobs (bank-only director)




EXECUTIVE COMPENSATION TABLES
Summary of Cash and Certain Other Compensation and Other Payments to Executive Officers

The following sections provide a summary of cash and certain other amounts the Company paid its
executive officers for the year ended December 31, 2006. Unless otherwise noted, the information in the
Summary Compensation Table generally pertains to executive officers for the year ended December 31,
2006. The compensation disclosed below is presented in accordance with SEC regulations, which require,
in some cases, inclusion of amounts paid in prior years and amounts that may be paid in future years,
including amounts that will be paid only upon the occurrence of certain events, such as permanent
disability or a change in control of the Company.,

The narratives preceding the tables and the footnotes accompanying each table are important parts of each
table. This section should be read in conjunction with the Compensation Discussion and Analysis
previously presented.

2006 Summary Compensation Table

The following table provides information concerning the compensation of executive officers for the
most recently completed fiscal year,

In the column “Salary,” the amount of base salary paid to each executive officer during the fiscal year
is disclosed.

In the column “Non-Equity Incentive Plan Compensation,” eamings pursuant to awards under the AIP
are disclosed. The AIP awards are annual awards, and payments for these awards are based on the
achievement of financial results measured as of December 31 of each fiscal year; accordingly, the amount
paid for AIP corresponds to the fiscal year for which the award was earned although payment of the award
was made after the end of such fiscal year.

In the column “All Other Compensation,” the aggregate value of the following compensation is
disclosed:

e Perquisites and other personal benefits, or property, unless the aggregate amount of such
compensation is less than $10,000;

¢ Company contributions to the Profit-Sharing Plan -- both vested and unvested; and

s Any supplemental life insurance premiums paid during the year for the benefit of an
executive officer.

No amounts are presented for group life, hospitalization, and disability plans that do not discriminate in
scope, terms, or operation in favor of executive officers and that are generally available to all salaried

employees.

Lastly, no amounts are presented for stock or option awards since the Company’s compensation
package did not include these elements in 2006.
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Non-Equity

Incentive "Man All Other
Salary Compensation™ Compensation'" Total

Name and Principal Position Year L (® (%) (%) (3}
Cornelius P. Holland, 11! 2006 £247,700 $39,744 $32,445 $319.889
President and Chief Executive

Officer of the Company
R. Lanier Miles ™ 2006 $160,076 $27,079 520,060 $207,215
Executive Vice President of

Southeastern Bank
John C. Houser ¥ 2006 $135,447 $35,560 $15,990 $186,997
Executive Vice President of

Southeasiern Bank
Alyson G. Beasley 2006 $113,529 $20,078 $13,998 $147,605

Vice President and Treasurer
of the Company

(1) Although Mr. Miles is still employed part-time and retained his title as Executive Vice President of
Southeastern Bank, as of January 2007, he is no longer an executive officer.

(2) Mr. Houser served as Senior Vice President of Southeastern Bank from July 2004 — December 2006.
Effective January 2007, Mr. Houser became an Executive Vice President of Southeastern Bank. Refer
to earlier sections of this Proxy Statement for more details on this position.

(3) Comprises AIP payouts for 2006 performance.

(4) “All other compensation” includes the following perquisites, personal benefits, and other

compensation:
Perquisites and Personal Benefits Other Compensation
Personal
Use of Profit-Sharing Executive
Club Company Plan Life

Name Membership Car® Other Centribution™ Insurance'
Cornelius P. Holland, 11t $7.,500 $3,115 - $20,650 $1,140
R. Lanier Miles - $1,529 - 318,531 -
John C. Houser - $2,039 $£252 $12,619 $1,080
Alyson G. Beasley - - $407 $12,959 $ 632

(A) In accordance with SEC regulations, the Company reports use of corporate automobiles by executive
officers as a perquisite or other personal benefit unless such use is generally available on 2 non-
discriminatory basis to all employees or is integrally and directly related to the performance of the
executive’s duties. The amounts reported are consistent with this standard. SEC rules require that
such use be reported at the Company’s aggregate incremental cost which the Company equivocated to
the automobile benefit included in the executive’s W-2 for the last fiscal year.

(B) The amount shown includes matching and additional contributions to the Profit-Sharing Pian as
discussed in other sections of this Proxy Statement.

(C) Executive and other senior officers are entitled to a $100,000 executive life insurance policy. This
column includes the premium associated with this policy. Mr. Miles opted out of an executive life
policy.

Potential Payments Upon Termination or Change in Control

The table below summarizes the estimated payments to be made to executive officers at, following, er
in connection with any termination of employment, including by resignation, retirement, disability, or a
constructive termination. However, in accordance with SEC regulations, an amount to be provided to an
executive officer that does not discriminate in scope, terms, or operation in favor of executive officers and
which is generally available to all salaried employees is not reported.

Severance. The Company does not currently have any change-in-control agreements or employment
contracts with any of its executive officers. Post-termination payments of salary or severance would be

13




provided only under the Company’s broad-based severance practice in the event of a workforce reduction
or other termination without cause. To date, the Company has never implemented a workforce reduction.

Retirement Plan. Presently, employees become vested in matching contributions made to the 401(k)
component of the Profit-Sharing Plan immediately. Employees are fully vested in any additional (i.e. non-
401(k) component) contributions after six years of service. Mr. Holland and Ms. Beasley are fully vested
in their profit-sharing benefits. The profit-sharing benefits are not enhanced based on the circumstances
regarding termination; however, immediate vesting applies when employment is terminated due to normal
retirement at age 65 or later, disability, or death. Accelerated vesting would not result merely from a
change in control. The amount reported in the table below reflects only the enhancement to these benefits
in such circumstance. Additional information regarding the Profit-Sharing Plan is located in the
Compensation Discussion and Analysis.

Long-Term Incentives and Other Benefits. The Company does not currently have any long-term
incentives or other benefits reportable in the table below.

Inveluntary

Executive Benefits and Not for
Payments upon . Voluntary Cauvse For Cause Inveluntary
Termination Termination Termination Termination Termination Death Disability

Carnelius P. Holland, [11
Severance - - - _ .
Retirement Plan - - - - .

R. Lanier Miles

Severance - - - -
(A

Retirement Plan' - - - - $19,604 $19,604

John C. Houser

Severance - . .
{A)

Retirement Plan - - - - $10,79 510,791

Alyson G. Beasley
Severance - - - . -
Retirement Plan - - - . .

(A} Messrs. Miles and Houser would become 130% vested in their current retirement plan balances due
to disability or death. The amounts shown do not include any forfeiture reallocations or earnings
assumptions. Life-to-date contributions and the new vesting schedule were used to determine the
accelerated vesting benefit.

PROPOSAL THREE — APPROVAL OF THE SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

General. Recognizing that the Company’s compensation package does not include long-term
incentives, the Board adopted the Southeastern Banking Corporation 2006 Stock Option Plan (the “2006
Stock Option Plan”), which is subject to approval by the shareholders. A summary of the major provisions
of the 2006 Stock Option Plan, including a general discussion of the federal income tax aspects of the 2006
Stock Option Plan to the Company and recipients of the options, follows. The 2006 Stock Option Plan is
attached to this Proxy Statement, in entirety, as Exhibit A,

Purpose. The purpose of the 2006 Stock Option Plan is to promote the long-term success of the
Company and encourage growth in shareholder value by providing financial incentives to employees who are
in positions to make significant contributions toward that success. It is intended that the Company will, through
the grant of options to purchase its Common Stock, attract and retain highly qualified and competent employees
and motivate such employees to exert their best efforts on behalf of the Company.

Administration. The 2006 Stock Option Plan will be administered by a committee (referenced as
the “Committee” in this section) composed of two or more Board members appointed from time to time by
the Board for the purpose of administering the 2006 Stock Option Plan. The Committee shall have the




authority to determine the employees of the Company 1o whom, and the times at which, options shall be
granted; determine the number of shares of Commen Stock 1o be subject to each such option; interpret and
construe the provisions of the 2006 Stock Option Plan and establish rules and regulations relating to it;
prescribe the terms and conditions of the agreements for the grant of options in accordance and consistent with
the requirements of the 2006 Stock Option Plan; and make all other determinations necessary or advisable to
administer the 2006 Stock Option Plan in a proper and effective manner. The Committee members will meet
the independence standards prescribed by applicable Treasury and SEC regulations. The Company expects that
the existing Compensation Committee will assume the role of this Committee.

Option Terms. The 2006 Stock Option Plan allows for the grant of incentive stock options or non-
qualified stock options to employees of the Company. The Committee will determine at the time it grants
the option whether an option is an incentive stock option or a non-qualified stock option. Each option will
be evidenced by an agreement describing its material terms.

Shares Subject to the 2006 Stock Option Plan. The maximum number of shares of the Company’s
Common Stock with respect to which options may be granted under the 2006 Stock Option Plan shall not
exceed 150,000 shares; provided, however, that the foregoing is subject to possible adjustment in accordance
with the 2006 Stock Option Plan. The Committee may grant new options hereunder with respect to any shares
for which an option expires or otherwise terminates prior to being exercised.

Eligibility. All employees of the Company are cligible to receive awards pursuant to the 2006
Stock Option Plan. The Committee shall, in accordance with Section II of the 2006 Stock Option Plan,
designate from time to time the employees of the Company to be granted options. The aggregate fair market
value, determined on the date the option is granted, of the shares of Common Stock with respect to which
incentive stock options are exercisable for the first time by an optionee during any catendar year under the 2006
Stock Option Plan and any other plans of the Company or any subsidiary shall not exceed $100,000. Non-
employee directors are not eligible to participate in the 2006 Stock Option Plan.

Term of 2006 Stock Option Plan. Subject to approval by the shareholders, the 2006 Stock Option
Plan became effective on December 13, 2006, the date of its adoption by the Board, and will terminate on
the tenth anniversary of that date, subject to earlier termination by the Board. The Board may amend,
suspend, or terminate the 2006 Stock Option Plan at any time. No amendment or termination may
adversely affects the rights of a holder of a stock option without such holder's express consent.

Exercise Price. The option price per share of Common Stock of an incentive stock option shall not
be less than the fair market value of a share of Common Stock on the date the option is granted or in the case of
a shareholder able to vote 10% or more of Common Stock, not less than 110% of the fair market value of a
share of Common Stock on the grant date. The option price per share of Common Stock of a non-qualified
stock option shall not be less than the fair market value of a share of Common Stock on the grant date. The
option price of an incentive stock option or non-gualified stock option may be adjusted proportionately to the
extent an event requiring such adjustment arises, pursuant to Sections 3.2 and 5.2 of the 2006 Stock Option
Plan.

Time and Manner of Exercise. No option will be granted under the 2006 Stock Option Plan on or
after December 13, 2016, the tenth anniversary of the Plan’s adoption by the Board. No option will be
exercisable after the termination date for such option determined by the Committee and in no case will an
option be exercisable more than 10 years after it was granted. Any sharcholder able to vote 10% or mare of
Common Stock must exercise an incentive stock option within five years of the grant date. Further, each
option granted under the 2006 Stock Option Plan must be exercised upon the earliest of (i) three months after
the optionee’s termination of employment as an active officer or employee of the Company unless such
termination results from such optionee's death, disability, or termination of service for cause; (ii} within one
year of the optionee’s death or disability; or (iii) the effective date of the optionee’s termination of service for
cause. Such time limits may be exceeded by the Committee under the terms of the grant. A person electing to
exercise an option shall give written notice of election to the Company in such form as the Committee may
require, accompanied by payment of the full purchase price of the shares of Common Stock for which the




election is made. Payment of the purchase price shall be made in cash or in such other form as the Committee
may specify in the agreement applicable to such option.

Nontransferability. An option cannot be transferred or assigned except by will or the laws of descent
and distribution, and are exercisable during the optionee’s lifetime only by the optionee or, if the optionee is
disabled and the option remains exercisable, by his or her legal representative. Upon the optionee’s death, but
only to the extent that the option is otherwise exercisable, an option may be exercised by the legal
representative of the optionee’s estate or if such legal representative has not been appointed, by the successor(s)
in interest determined under the optionee’s will.

Federal Income Tax Consequences. The following discussion outlines generally the federal
income tax consequences of participation in the 2006 Stock Option Plan. The discussion is not a complete
analysis of all federal income tax consequences and does not cover all specific transactions that may occur.
Individual circumstances may vary, and each participant should rely on his or her own tax counsel for
advice regarding federal income tax treatment under the 2006 Stock Option Plan.

s [ncentive Stock Options. A participant will not recognize income upon the grant of an
incentive stock option, nor will he or she be taxed when exercising all or a portion of such
option. Instead, the participant will be taxed when he or she sells the shares of Common
Stock purchased upon exercise of the incentive stock option. The participant will be taxed on
the difference between the price he or she paid for the Common Stock and the amount for
which he or she sells the Common Stock. If the participant holds the Common Stock more
than one year from the exercise date and more than two years from the grant date, any gain
realized will receive capital gains treatment, and the Company will receive no tax deduction
for the granting or exercising of the option. If the participant sells the Commen Stock at a
gain before the one- or two-year periods indicated, the difference between the amount paid for
the shares and the lesser of its fair market value on the exercise date or the amount for which
the shares are sold will be taxed as ordinary income, and the Company will be entitled to a
corresponding tax deduction. If the participant sells the shares for less than the amount he or
she paid prior to the periods indicated, no amount will be taxed as ordinary income and the
loss will be treated as a capital loss. Exercise of an incentive stock option may subject a
participant to, or increase a participant’s liability for, alternative minimum tax.

s Non-qualified Options. A participant will not recognize income upon the grant of a non-
qualified option or anytime prior to the exercise of the option or a portion of such option.
When the participant exercises a non-qualified option, he or she will recognize compensation
taxable as ordinary income in an amount equal to the excess of the fair market vaiue of the
Common Stock on the exercise date over the price paid for the shares. The Company receives
a corresponding deduction at the time of exercise. If the participant holds the shares after
exercise, any additional gain is generally treated as capital gain,

At its discretion, the Committee may grant cash awards under the 2006 Stock Option Plan to
reimburse optionees for any tax consequences resulting from receipt or exercise of an option.

Vote required

The proposal to approve the 2006 Stock Option Plan requires the affirmative vote of a majority of
the shares present in person or represented by proxy at the Meeting and entitled to vote on the proposal.
Votes may be cast for or against this proposal, or shareholders may abstain from voting.

The Board recommends that shareholders vote FOR approval of the Southeastern Banking
Corporation 2006 Stock Option Plan.

PROPOSAL FOUR - APPOINTMENT OF AUDITORS

Subject to approval by a majority of the shares represented at the Meeting, the Audit Committee shall
be given authority to appoint the auditors of the Cormpany for 2007. The Audit Committee considers a




number of factors in making its appointment, including audit continuity, proposed audit scope, staffing and
approach, and estimated fees. The Board expects that the Audit Committee will appoint Mauldin &
Jenkins, LLC (*M&J™") as the Company’s independent auditors for 2007, Services provided to the
Company and its subsidiaries by Mauldin & Jenkins for the fiscal year ended December 31, 2006 included
the examination of the Company’s consolidated financial statements, review of quarterly reports, and
limited scope audit of the Company’s profit-sharing plan. M&]J has audited the Company’s financial
statements for the last five years. No representatives from M&J are expected to attend the Meeting.

The Board recommends that shareholders vote FOR this proposal.

AUDIT COMMITTEE REPORT

The Audit Committee of the Board has oversight responsibility for the Company’s financial
reporting process and the quality of its financial reporting. In connection with the December 31, 2006
financial statements, the Audit Comrmittee:

1) Reviewed and discussed the audited financial statements with management, who
represented to the Committee that the Company’s consolidated financial statements were
prepared in accordance with generally accepted accounting principles;

2) Discussed with M&J the matters required by Statement on Auditing Standards No. 61, as
-amended by Statement on Auditing Standards No. 90 {Communications with Audit
Committees);

3) Received the written independence disclosures from M&J required by Independence

Standards Board No. 1 (Independence Discussions with Audit Committees), and
discussed with M&J their independence; and
4) Discussed with M&]J the quality of the Company’s financial reporting.

Based upon these reviews and discussions, the Audit Committee recommended to the Board that the
audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2006 for filing with the SEC.

Submitted by the Audit Committee:

Alva J. Hopkins, 111, Chairman
David H. Bluestein

The foregoing report of the Audit Committee shall not be deemed to be incorporated by reference in
any previous or future document filed by the Company with the SEC under the Securities Act of 1933 or
the Securities Exchange Act of 1934, except to the extent that the Company specifically incorporates the
report by reference in any such document.

AUDIT FEES AND RELATED MATTERS

Audit and Non-Audit Fees

M&J billed the Company for the following services during the years ended December 31, 2006 and
2005:

Years Ended December 31
2006 2005
Audit Fees!” $86,597 $78,750
Audit-Related Fees'® 12,000 13,395
Total Fees $98,597 $92.145

(1) Audit of the annual consolidated financial statements and review of interim financial statements
included in quarterly reports filed with the SEC.

(2) Employee benefit plan audit and Audit Committee training presentation.

(3) Includes all fees known to us through May 1, 2007.




Audit Committee Policy for Pre-Approval of Independent Auditor Services

All of the services provided by the independent auditors in 2006 and 2005 were pre-approved by the
Audit Committee, which concluded that the provision of such services was not incompatible with M&J’s
independence. Consistent with its charter, the Audit Committee is required to pre-approve all audit and
non-audit services provided by the independent auditors. The committee may delegate its pre-approval
responsibility to a single member of the committee, provided that pre-approval decisions made by any such
committee member is presented to the full committee at its next scheduled meeting. This responsibility has
been delegated to the Chairman of the committee.

OTHER DIRECTOR AND EXECUTIVE OFFICER INFORMATION

Compensation Committee Interlocks and Insider Participation

Mr. Holland, who is currently CEO of the Company and its two subsidiaries, served as a non-voting
member of the Compensation Committee during 2006.

During 2006, the Company’s bank subsidiary engaged in customary banking transactions and had
outstanding loans to certain directors, executive officers, principal shareholders, and their affiliates,
including members of immediate families, of the Company and its subsidiaries. These leans were made in
the ordinary course of business on substantially the same terms and conditions, including interest rates and
collateral, as those prevailing at the same time for comparable transactions with other customers and did
not, in the opinion of management, involve more than normal credit risk or present other unfavorable
features. Such persons are expected to continue these transactions in the future. Additionally, in the
ordinary course of business, the Company buys goods and services from directors who are not employees.
Purchases of goods and services from directors were not material during 2006.

Transactions with Related Persons, Promoters, and Certain Control Persons

The Company does not consider credit relationships with directors and/or their affiliates to impair
such director’s independence as long as the terms of the credit relationship are similar to other comparable
borrowers. The Company uses Federal Reserve Regulation O (“Regulation O™) 1o determine whether
extensions of credit are consistent with a director’s independence. Regulation O requires insider loans to
be made on substantially the same terms, including interest rates and collateral, and follow credit-
underwriting procedures that are no less stringent than those prevailing at the same time for comparable
transactions with other persons. Such loans also may not invelve more than the normal risk of repayment
or present other unfavorable features. Additionally, no event of default may have occurred. The Board
must review any credit to a director or his or her related interests that has become “criticized” (i.e.,
nonaccrual, past due, restructured, or a potential problem as defined by applicable regulation) in order to
determine the impact that such classification has on the director’s independence.

Additionally, the Company does not consider independent a director who serves as an executive
officer of a company te which credit has been extended unless such credit meets the substantive
requirements of Regulation O. The Company does not consider independent any director who is an
executive officer of a company that makes payments to, or receives payments from, the Company for
property or services in excess of 2% of such director’s company’s consolidated gross revenues in any fiscal
year.

Policies and Procedures for Approval of Related Party Transactiens
The Company recognizes that related party transactions can present potential or actual conflicts of
interest and create the appearance of decisions contrary to the best interests of the Company and its

shareholders. To address these concerns, the Board has adopted a formal, written policy with respect to
related party transactions.
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For the purpose of the policy, a “related party transaction” is a transaction in which the Company
participates and a related party has a direct or indirect material interest, other than (1) transactions available
to all employees or customers generally; (2) transactions involving less than $120,000 when aggregated
with all similar transactions; or (3) loans made by the Company in the ordinary course of business, made on
substantially the same terms, including interest rates and collateral, as those prevailing at the time for
comparable loans with unrelated persons, and not involving more than the normal risk of collectibility or
presenting other unfavorable features.

Under the policy, any related party transaction must be reported to the Secretary and may be
consummated or continued only if (1) the bank Executive Committee approves or ratifies such transaction
and the transaction is on terms comparable to those that could be obtained in arms-length dealings with an
unrelated third party; (ii) the transaction involves compensation that has been approved by the
Compensation Committee; or (iil) the transaction has been approved by the disinterested members of the
Board. The bank Executive Committee may approve or ratify the related party transaction only if the
transaction is in the Company’s best interests.

The current policy was formalized and adopted in May 2007. All related party transactions since
January 1, 2006 were approved or ratified by either the bank Board or its Executive or Compensation
Comunittees.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended (“Section 16(a)”), requires the
Company’s directors, executive officers, and persons who own 10% or more of the Company’s Common
Stock to file reports of ownership and changes in ownership with the SEC. To the Company’s knowledge,
based solely on a review of the copies of Section 16(a) reports furnished to the Company during fiscal year
2006, all directors, executive officers, and 10% shareholders complied with all Section 16(a) filing
requirements.

ADDITIONAL INFORMATION

Shareholder Proposals

In order to be eligible for inclusion in the Company’s proxy materials for next year’'s Annual Meeting
of Shareholders, any shareholder proposal to take action at such meeting must be received at the
Company’s principal administrative office no later than January 17, 2008, Shareholder proposals should be
delivered to the Corporate Secretary of Southeastern Banking Corporation at P.O. Box 455, Darien,
Georgia 31305, if by mail, and at 1010 Northway Street, Darien, Georgia 31305, if by courier. Any such
proposal shall be subject to the requirements of the proxy rules adopted under SEC rules and regulations
and, as with any shareholder proposal (regardless of whether included in the Company’s proxy materials),
the Company’s Articles of Incorporation and Bylaws as well as Georgia law. Under the proxy rules, in the
event that the Company receives naotice of a shareholder proposal to take action at the next annual meeting
that is not submitted for inclusion in the Company’s proxy materials, or is submitted for inclusion but is
properly excluded from such proxy materials, the persons named in the form of proxy sent by the Company
to its shareholders will vote on such proposal as the Board recommends without any discussion of the
proposal in the 2008 Proxy Statement if notice of the proposal is not received at the principal administrative
office of the Company by April 1, 2008,

Proxy Solicitation

The cost of soliciting proxies will be borne by the Company. The Company will reimburse brokerage
firms and other custodians, nominees, and fiduciaries for reasonable expenses incurred by them in sending
proxy materials to the beneficial owners of the Company’s Common Stock. In addition to solicitation by
mail, directors, officers, and other employees of the Company may solicit proxies personally or by
telegraph or telephone, without additional compensation. The Company may alse retain the services of a




proxy solicitation firm, whose fees and expenses would be paid by the Company, although the Company
has no present intention to retain any such firm.

Incorporation by Reference

The following document or portions thereof is incorporated by reference: “Corporate Governance”
from Part II and “Executive Compensation” from Part III of the Company's Annual Report on Form 10-K
for the fiscal year ended December 31, 2006.
Other Matters

The Board knows of no other matters which will be brought before the Meeting. If other matters are

properly introduced, the persons named in the enclosed proxy will vote on such matters as the Board
recommends.

By Order of the Board of Rirectors,
HaaX . Tt

WANDA D. PITTS, Secretary

May 16, 2007
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SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

SECTION 1: DEFINITIONS

1.1 Definitions. Whenever used herein, the masculine pronoun shall be deemed to include
the feminine, and the singular to include the plural, unless the context clearly indicates otherwise, and the
following capitalized words and phrases are used herein with the meaning thereafter ascribed:

(a) “Bank” means Southeastern Bank, a bank organized under the laws of the State
of Georgia.

{b) “Board of Directors” means the board of directors of the Company,

(c) “Cause” has the same meaning as provided in the employment agreement

between the Participant and the Company or the Bank on the date of Termination of Service, or if
no such definition or employment agreement exists, “Cause” means conduct amounting to:

(H fraud or dishonesty against the Company or the Bank;

(2) Participant’s willful misconduct, repeated refusal to follow the
reasonable directions of the person to whom the Participant reports or knowing viclation
of law in the course of performance of the dutics of Participant’s service with the
Company or the Bank;

(3) repeated absences from work without a reasonable excuse;

(4) repeated intoxication with alcohol or drugs while on the Company’s or
the Bank's premises during regular business hours;

{5) a conviction or plea of guilty or nolo contendere to a felony or a crime
involving dishonesty; or

(6) a breach or violation of the terms of any agreement to which Participant
and the Company or the Bank are party.

(d) “Change in Control” shall, unless otherwise provided by the Committee in a
Stock Incentive Agreement, have the same meaning as provided in the employment agreement
between the Participant and the Company or the Bank, or if no such definition or employment
agreement exists, “Change in Contro!” shall mean any one of the following events which may
occur after the date the Stock Incentive is granted:

(N the acquisition by any individual, entity or “group” (a *Person”}, within
the meaning of Section 13(d){3)} or Section 14(d)(2) of the Securities Exchange Act of
1934, as amended, (the “Exchange Act”) of beneficial ownership (within the meaning of
Rule 13d-3 promulgated under the Exchange Act) of voting securities of the Company
where such acquisition causes any such Person to own fifty percent (50%) or more of the
combined voting power of the then outstanding voting securities entitled to vote generally
in the election of directors;

(2) within any twelve-month period, the persons who were directors of the
Company immediately before the beginning of such twelve-month period (the
“Incumbent Directors™) shall cease to constitute at least a majority of the Board of
Directors, provided that any director who was not a director at the beginning of such
twelve-month period shall be deemed to be an Incumbent Director if that director were
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elected to the Board of Directors by, or on the recommendation of or with the approval
of, at least two-thirds (2/3) of the directors who then qualified as Incumbent Directors;
and provided further that no director whose initial assumption of office is in connection
with an actual or threatened election contest relating to the election of directors shall be
deemed to be an Incumbent Director;

3) a reorganization, merger or consolidation, with respect to which
persons who were the shareholders of the Company immediately prior to such
reorganization, merger or consolidation do not, immediately thereafter, own more than
fifty percent (50%) of the combined voting power entitled to vote in the election of
directors of the reorganized, merged or consolidated entity’s then outstanding voting
securities; or

c)) the sale, transfer or assignment of all or substantially all of the assets of
the Company to any third party.
() “Code” means the Internal Revenue Code of 1986, as amended.
(f) “Committee” means the committee appointed by the Board of Directors to

administer the Plan pursuant to Plan Section 2.3. If the Committee has not been appointed, the
Board of Directors in its entirety shall constitute the Committee. At such time as the Stock of the
Company becomes listed on a national securities exchange or Nasdaq quotation market system,
the Board of Directors shall consider the advisability of whether the members of the Commuittee
shall consist solely of at least two (2) members of the Board of Directors who are both “outside
directors” as defined in Treas. Reg. § 1.162-27(¢) as promulgated by the Internal Revenue Service
and “non-employee directors” as defined in Rule 16b-3(b)(3) as promulgated under the Exchange
Act and who satisfy the requirements of the national securities exchange or Nasdaq quotation
market system on which the Stock is then traded.

(2) “Company” means Southeastern Banking Corporation, a Georgia corporation.
(h) “Disability” has the same meaning as provided in the long-term disability plan

or policy maintained or, if applicable, most recently maintained, by the Company or the Bank for
the Participant. If no long-term disability plan or policy was ever maintained on behalf of the
Participant or, if the determination of Disability relates to an Incentive Stock Option, Disability
shall mean that condition described in Code Section 22(e)(3), as amended from time to time. In
the event of a dispute, the determination of Disability shall be made by the Board of Directors and
shail be supported by advice of a physician competent in the area to which such Disability relates.

(i) “Disposition” means any conveyance, sale, transfer, assignment, pledge or
hypothecation, whether outright or as security, inter vivos or testamentary, with or without
consideration, voluntary or involuntary.

1} “Exchange Act” means the Securities Exchange Act of 1934, as amended.
(k) “Fair Market Value” with regard to a date means:
(1) the price of Stock in the over-the-counter market on that date or the last

business day prior to that date as reported by the Nasdaq Stock Market or, if not so
reported, by a generally accepted reporting service; or

(2) the price at which Stock shall have been sold on that date or the last
trading date prior to that date as reported by the national securities exchange selected by
the Committee on which the shares of Stock are then actively traded or, if applicable, as
reported by the Nasdaq Stock Market; or
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(3) if Stock is not publicly traded, as determined in good faith by the
Committee with due consideration being given to (i) the most recent independent
appraisal of the Company, if such appraisal is not more than twelve (12} months old, (ii)
the valuation methodology used in any such appraisal, and (iii) such other information as
may be deemed relevant by the Committee.

For purposes of Paragraphs (1), (2) and (3) above, the Committee may use the closing price as of
the applicable date or the average of the high and low prices as of the applicable date for a period
certain ending on such date, the price determined at the time the transaction is processed, the
tender offer price for shares of Stock, or any other method which the Committee determines is
reasonably indicative of the fair market value which method is consistent with Treasury
Regulations Section 1.409A-1(b)(5)(iv)(B).

) “Incentive Stock Option” means an incentive stock option, as defined in Code
Section 422 or any successor thereto, described in Plan Section 3.2.

(m) “Non-Qualified Stock Option” means a stock option, other than an option
qualifying as an Incentive Stock Option, described in Plan Section 3.2.

{n) “Qption” means a Non-Qualified Stock Option or an Incentive Stock Option.
(o) “Qver 10% Owmner” means an individual who at the time an Incentive Stock

Option is granted owns Stock possessing more than ten percent (10%) of the total combined
voting power of the Company or one of its Parents or Subsidiaries, determined by applying the
attribution rules of Code Section 424(d).

(P “Parent” means any corporation (other than the Company) in an unbroken chain
of corporations ending with the Company if, with respect to Incentive Stock Options, at the time
of granting of the Incentive Stock Option, cach of the corporations other than the Company owns
stock possessing fifty percent (50%) or more of the total combined voting power of all classes of
stock in one of the other corporations in the chain. A Parent shall include any entity other than a
corporation to the extent permissible under Section 424(f) or regulations and rulings thereunder.

(qQ) “Participant” means an individual who receives a Stock Incentive hereunder.

(0 “Plan” means the Southeastern Banking Corporation 2006 Stock Option Plan.

(s) “Stock™ means the Company’s $1.25 par value Common Stock.

{t) “Stock Incentive Agreement” means an agreement between the Company and a

Participant or other documentation evidencing an award of a Stock Incentive.

(w) “Stock Incentives” means, collectively, Incentive Stock Options and Non-
Qualified Stock Options.
(v) “Subsidiary” means any corporation (other than the Company) in an unbroken

chain of corporations beginning with the Company if, with respect to Incentive Stock Options, at
the time of the granting of the Incentive Stock Option, each of the corporations other than the last
corporation in the unbroken chain owns stock possessing fifty percent (50%) or more of the total
combined voting power of all classes of stock in one of the other corporations in the chain, A
“Subsidiary” shall include any entity other than a corporation to the extent permissible under
Section 424(f) or regulations or rulings thereunder.

w “Termination of Service” means the termination of the service relationship(s),
ermination of service P

whether employment or otherwise, between a Participant and the Company and the Bank,
regardless of the fact that severance or similar payments are made to the Participant for any
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reason, including, but not by way of limitation, a termination by resignation, discharge, death,
Disability or retirement. The Committee shall, in its absolute discretion, determine the effect of all
matters and questions relating to a Termination of Service, including, but not by way of limitation,
the question of whether a leave of absence constitutes a Termination of Service, or whether a
Termination of Service is for Cause.

SECTION 2: THE STOCK OPTION PLAN

2.1 Purpose_of the Plan. The Plan is intended to (a) provide incentives to officers and
employees of the Company and the Bank to stimulate their efforts toward the continued success of the
Company and the Bank and to operate and manage the business in a manner that will provide for the long-
term growth and profitability of the Company and the Bank; (b) encourage stock ownership by officers and
employees by providing them with a means to acquire a proprietary interest in the Company by acquiring
shares of Stock; and (¢} provide a means of obtaining and rewarding key personnel.

2.2 Stock Subject to the Plan. Subject to adjustment in accordance with Section 5.2, the
aggregate nurnber of shares of Stock which may be purchased pursuant to Options granted under this Plan
shall not exceed 150,000 (the “Maximum Plan Shares”). The shares of Stock attributable to the nonvested,
unpaid, unexercised, unconverted or otherwise unsettled portion of any Stock Incentive that is forfeited or
cancelled or expires or terminates for any reason without becoming vested, paid, exercised, converted or
otherwise settled in full will again be available for purposes of the Plan.

23 Administration of the Plan. The Plan shall be administered by the Committee. The
Committee shall consist of at least two (2) members of the Board of Directors. The Compittee shall have
full authority in its discretion to determine the officers or employees of the Company or the Bank to whom
Stock Incentives shall be granted and the terms and provisions of Stock Incentives subject to the Plan.
Subject to the provisions of the Plan, the Committee shall have full and conclusive authority to interpret the
Plan; to prescribe, amend and rescind rules and regulations relating to the Plan; to determine the terms and
provisions of the respective Stock Incentive Agreements and to make all other determinattons necessary or
advisable for the proper administration of the Plan. The Committee’s determinations under the Plan need
not be uniform and may be made by it selectively among persons who receive, or are eligible to receive,
awards under the Plan (whether or not such persons are similarly situated), The Committee’s decisions
shall be final and binding on all Participants. Each member of the Committee shall serve at the discretion
of the Board of Directors and the Board of Directors may from time to time remove members from or add
members to the Committee. Vacancies on the Commitiee shall be filled by the Board of Directors.

The Committee shall select one of its members as chairman and shall hold meetings at the times
and in the places as it may deem advisable. Acts approved by a majority of the Committee in a meeting at
which a quorum is present, or acts reduced to or approved in writing by a majority of the members of the
Committee, shall be the valid acts of the Committee.

24 Eligibility and Limits. Stock Incentives may be granted only to officers and emptoyees
of the Company or the Bank. In the case of Incentive Stock Options, the aggregate Fair Market Value
{determined as of the date an Incentive Stock Option is granted) of Stock with respect to which stock
options intended to meet the requirements of Code Section 422 become exercisable for the first time by an
individual during any calendar year under ali plans of the Company and its Parents and Subsidiaries shall
not exceed $100,000; provided further, that if the limitation is exceeded, the Incentive Stock Option(s)
which cause the limitation to be exceeded shalt be treated as Non-Qualified Stock Option(s). During such
periods as required by Code Section 162(m) of the Code and the regulations thereunder for compensation
to be treated as qualified performance-based compensation, the maximum number of shares of Stock with
respect to which Options may be granted during any calendar year to an employee may not exceed 50,000,
subject to adjustment in accordance with Section 5.2. If, after grant, the exercise price of an Option is
reduced, the transaction shall be treated as the cancellation of the Option and the grant of a new Option. If
an Option is deemed to be cancelled as described in the preceding sentence, the Option that is deemed to be
cancelled and the Option that is deemed to be granted shall both be counted against the Maximum Plan




Shares and the maximum number of shares for which Options may be granted to an employee during any
calendar year.

SECTION 3: TERMS OF STOCK INCENTIVES

3.1 General Terms and Conditions.

(a} The number of shares of Stock as to which a Stock Incentive shall be granted
shall be determined by the Committee in its sole discretion, subject to the provisions of
Section 2.2, as to the total number of shares available for grants under the Plan. If a Stock
Incentive Agreement so provides, a Participant may be granted a new Option to purchase a
number of shares of Stock equal to the number of previously owned shares of Stock tendered in
payment of the Exercise Price (as defined below) for each share of Stock purchased pursuant to
the terms of the Stock Incentive Agreement.

{b) Each Stock Incentive shall be evidenced by a Stock Incentive Agreement in such
form and containing such terms, conditions and restrictions as the Commitiee may determine is
appropriate. Each Stock Incentive Agreement shall be subject to the terms of the Plan and any
provision in a Stock Incentive Agreement that is inconsistent with the Plan shall be null and void.

{(c) The date a Stock Incentive is granted shall be the date on which the Committee
has approved the terms of, and satisfaction of any conditions applicable to, the grant of the Stock
Incentive and has determined the recipient of the Stock Incentive and the number of shares
covered by the Stock Incentive and has taken all such other action necessary to complete the grant
of the Stock Incentive.

(d) The Committee may provide in any Stock Incentive Agreement (or subsequent
to the award of a Stock Incentive but prior to its expiration or cancellation, as the case may be)
that, in the event of a Change in Control, the Stock Incentive shall or may be cashed out on the
basis of any price not greater than the highest price paid for a share of Stock in any transaction
reported by any market or system selected by the Committee on which the shares of Stock are then
actively traded during a specified period immediately preceding or including the date of the
Change in Control or offered for a share of Stock in any tender offer occurring during a specified
period immediately preceding or including the date the tender offer commences; provided that, in
no case shall any such specified period exceed three (3} months (the “Change in Control Price™).
For purposes of this Subsection, any Option shall be cashed out on the basis of the excess, if any,
of the Change in Control Price over the Exercise Price to the extent the Option is then exercisable
in accordance with the terms of the Option and the Plan.

{e) Any Stock Incentive may be granted in connection with all or any portion of a
previously or contemporaneously granted Stock Incentive. Exercise or vesting of a Stock
Incentive granted in connection with another Stock Incentive may result in a pro rata surrender or
cancellation of any related Stock Incentive, as specified in the applicable Stock Incentive
Agreement,

{H Stock Incentives shall not be transferable or assignable except by will or by the
laws of descent and distribution and shall be exercisable, during the Participant’s lifetime, only by
the Participant; in the event of the Disability of the Participant, by the legal representative of the
Participant; or in the event of the death of the Participant, by the personal representative of the
Participant’s estate or if no personal representative has been appointed, by the successor in interest
determined under the Participant’s will,

(g) The holder of any shares of Stock issued upon the exercise of an Option granted
under the Plan shall have equivalent rights, as provided under applicable law, with respect to such
Stock as do other holders of the Stock.
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32 Terms and Conditions_of Options, Each Option granted under the Plan shall be

evidenced by a Stock Incentive Agreement. At the time any Option is granted, the Committee shall
determine whether the Option is to be an Incentive Stock Option or a Non-Qualified Stock Option, and the
Option shall be clearly identified as to its status as an Incentive Stock Option or a Non-Qualified Stock
Option. At the time any Incentive Stock Option is exercised, the Company shall be entitled to place a
legend on the certificates representing the shares of Stock purchased pursuant to the Option to clearly
identify them as shares of Stock purchased upon exercise of an Incentive Stock Option. An Incentive Stock
Option may only be granted within ten (10) years from the earlier of the date the Plan is adopted by the
Board of Directors or approved by the Company’s shareholders.

(a) Option Price. Subject to adjustment in accordance with Section 5.2 and the
other provisions of this Section 3.2, the exercise price (the “Exercise Price”) per share of Stock
purchasable under any Option shall be as set forth in the applicable Stock Incentive Agreement.
With respect to each grant of an Option, the Exercise Price per share shall be no less than the Fair
Market Value on the date the Option is granted. With respect to cach grant of an Incentive Stock
Option to a Participant who is an Over 10% Owmer, the Exercise Price shall no be less than one
hundred ten percent (110%} of the Fair Market Value on the date the Option is granted.

(b) Option Term. The term of an Option shall be as specified in the applicable
Stock Incentive Agreement; provided, however, that any Option granted to a Participant shall not
be exercisable afier the expiration of ten (10) years after the date the Option is granted and any
Incentive Stock Option granted to an Over 10% Owner shall not be exercisable after the expiration
of five (5) years after the date the Option is granted.

{c) Payment. Payment for all shares of Stock purchased pursuant to the exercise of
an Option shall be made in cash, by tendering shares of Stock which have been owed by the
Participant prior to the date of exercise, or if the Stock Incentive Agreement provides, if and when
the Stock becomes actively traded on a national securities exchange or Nasdaq market or quotation
system, in a cashless exercise through a broker; provided, however, that any such cashless exercise
is consistent with the restriction of Section 13(k) of the Exchange Act (Section 402 of the
Sarbanes-Oxley Act of 2002). Unless prohibited by applicable law, in its discretion, the
Committee also may authorize (at the time an Option is granted or thereafter}) Company financing
to assist the Participant as to payment of the Exercise Price on such terms as may be offered by the
Committee in its discretion. Payment shall be made at the time that the Option or any part thereof
is exercised, and no shares shall be issued or delivered upon exercise of an Option untit full
payment has been made by the Participant. The holder of an Option, as such, shall have none of
the rights of a shareholder.

(d) Conditions to_the Exercise of an Option. Each Option granted under the Plan
shall be exercisable by the Participant or any other designated person, at such time or times, or
upon the occurrence of such event or events, and in such amounts, as the Committee shall specify
in the Stock Incentive Agreement; provided, however, that subsequent to the grant of an Option,
the Committee, at any time before complete termination of such Option, may accelerate the time
or times at which such Option may be exercised in whole or in part, including, without limitation,
upon a Change in Control and may permit the Participant or any other designated person to
exercise the Option, or any portion thereof, for all or part of the remaining Option term
notwithstanding any provision of the Stock Incentive Agreement to the contrary.

(e} Termination of _Option. With respect to an Optien, in the event of the
Termination of Service of a Participant other than for Cause, the Option or portion thereof held by
the Participant which is unexercised shall expire, terminate and become unexercisable no later
than three (3) months after the date of Termination of Service. In the case of a holder whose
Termination of Service is due to death or Disability, up to one (1) year may be substituted for such
three (3) month period; provided further that such time limits may be exceeded by the Committee
under the terms of the grant, in which case, the Incentive Stock Option will be treated as a Non-
Qualified Stock Option if it is exercisable after the time limits that would otherwise apply. For




purposes of this Subsection (&), Termination of Service of the Participant shalt not be deemed to
have occurred if the Participant is employed by another corporation (or a parent or subsidiary
corporation of such other corporation} which has assumed an Incentive Stock Option of the
Participant in a transaction to which Code Section 424(a) is applicable.

(H Special Provisions for Certain Substitute Options. Notwithstanding anything to
the contrary in this Section 3.2, any Option issued in substitution for an option previously issued
by another entity, which substitution occurs in connection with a transaction to which Code
Section 424(a) is applicable, may provide for an exercise price computed in accordance with such
Code Section and the regulations thereunder and may contain such other terms and conditions as
the Commuttee may prescribe to cause such substitute Option to contain as nearly as possible the
same terms and conditions (including the applicable vesting and termination provisions) as those
contained in the previously issued option being replaced thereby.

33 Treatment of Awards Upon Termination of Service. Except as otherwise provided by
Plan Section 3.2(e), any award under this Plan to a Participant who incurs a Termination of Service may be
cancelled, accelerated, paid or continued, as provided in the Stock Incentive Agreement or, in the absence
of such provision, as the Committee may determine. The portion of any award exercisable in the event of
continuation or the amount of any payment due under a continued award may be adjusted by the
Committee to reflect the Participant’s pertod of service from the date of grant through the date of the

Participant’s Termination of Service or such other factors as the Committee determines are relevant to its
decision to continue the award.

34 Considerations for Modifications, Adjustments and Accelerations. In determining
whether any outstanding awards are to be modified, adjusted or accelerated pursuant to this Section 3, the
Committee shall consider the impact of any adverse tax consequences that may affect the Participant under
Code Section 409A and any adverse financial accounting consequences that may affect the Company.

SECTION 4: RESTRICTIONS ON STOCK

4.1 Escrow of Shares. Any certificates representing the shares of Stock issued under the Plan
shall be issued in the Participant’s name, but, if the Stock Incentive Agreement so provides, the shares of
Stock shalt be held by a custodian designated by the Committee {the “Custodian™). Each applicable Stock
Incentive Agreement providing for transfer of shares of Stock to the Custodian shall appoint the Custodian
as the attorney-in-fact for the Participant for the term specified in the applicable Stock Incentive
Agreement, with full power and authority in the Participant’s name, place and stead to transfer, assign and
convey to the Company any shares of Stock held by the Custodian for such Participant, if the Participant
forfeits the shares under the terms of the applicable Stock Incentive Agreement. During the period that the
Custodian holds the shares subject to this Section, the Participant shall be entitled to all rights, except as
provided in the applicable Stock Incentive Agreement, applicable to shares of Stock not so held. Any
dividends declared on shares of Stock held by the Custodian shall, as the Committee may provide in the
applicable Stock Incentive Agreement, be paid directly to the Participant or, in the alternative, be retained
by the Custodian until the expiration of the term specified in the applicable Stock Incentive Agreement and
shall then be delivered, together with any proceeds, with the shares of Stock to the Participant or to the
Company, as applicable.

4.2 Restrictions on Transfer. The Participant shall not have the right to make or permit to
exist any Disposition of the shares of Stock issued pursuant to the Plan except as provided in the Plan or the
applicable Stock Incentive Agreement. Any Disposition of the shares of Stock issued under the Plan by the
Participant not made in accordance with the Plan or the applicable Stock Incentive Agreement shall be
void. The Company shall not recognize, or have the duty to recognize, any Disposition not made in
accordance with the Plan and the applicable Stock Incentive Agreement, and the shares so transferred shall
continue to be bound by the Plan and the applicable Stock Incentive Agreement.
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SECTION 5: GENERAL PROVISIONS

5.1 Withholding. The Company or the Bank, as applicable, shall deduct from all cash
distributions under the Plan any taxes required to be withheld by federal, state or local governments.
Whenever the Company proposes or is required to issue or transfer shares of Stock under the Plan, the
Company shall have the right to require the recipient to remit to the Company or the Bank an amount
sufficient to satisfy any federal, state and local tax withholding requirements prior to the delivery of any
certificate or certificates for such shares. A Participant may pay the withholding obligation in cash, by
tendering shares of Stock which have been owned by the holder prior to the date of exercise or, if the
applicable Stock Incentive Agreement provides, a Participant may elect to have the number of shares of
Stock he is to receive reduced by the smallest number of whole shares of Stock which, when multiplied by
the Fair Market Value of the shares of Stock determined as of the Tax Date (defined below), is sufficient to
satisfy federal, state and local, if any, withholding obligations arising from exercise or payment of a Stock
Incentive (a “Withholding Election”). A Participant may make a Withholding Election only if both of the
following conditions are met:

(a) The Withholding Election must be made on or prior to the date on which the
amount of tax required to be withheld is determined (the “Tax Date™) by executing and delivering

to the Company a properly completed notice of Withholding Election as prescribed by the
Committee; and

(b) Any Withholding Election made will be irrevocable; however, the Committee
may, in its sole discretion, disapprove and give no effect to the Withholding Election.

5.2 Changes in Capitalization; Merger; Liquidation.

(a) The number of shares of Stock reserved for the grant of Options, the maximum
number of shares of Stock for which Options may be granted to any employee during any calendar
year, the number of shares of Stock reserved for issuance upon the exercise of each outstanding
Option, and the Exercise Price of each outstanding Option shall be proportionately adjusted for
any increase or decrease in the number of issued shares of Stock resulting from a subdivision or
combination of shares, the payment of an ordinary stock dividend in shares of Stock to holders of
outstanding shares of Stock, any recapitalization, reclassification or any other increase or decrease
in the number of shares of Stock outstanding effected without receipt of consideration by the
Company.

{b) In the event of any merger, consolidation, reorganization, extraordinary
dividend, spin-off, sale of substantially all of the Company’s assets, other change in the capital
structure of the Company or its Stock {including any Change in Control) or tender offer for shares
of Stock, the Committee, in its sole discretion, may make such adjustments with respect to awards
and take such other action as it deems necessary or appropriate to reflect or in anticipation of such
merger, consolidation, reorganization, extraordinary dividend, spin-off, sale of substantially all of
the Company’s assets, other change in capital structure or tender offer, including, without
limitation: the assumption of other awards, the substitution of new awards, the adjustment of
outstanding awards (with or without the payment of any consideration), the acceleration of awards
or the removal of restrictions on outstanding awards, all as may be provided in the applicable
Stock Incentive Agreement or, if not expressly addressed therein, as the Committee subsequently
may determine in the event of any such merger, consolidation, reorganization, extraordinary
dividend, spin-off, sale of substantially all of the Company’s assets, other change in the capital
structure of the Company or its Stock or tender offer for shares of Stock or the termination of
outstanding awards in exchange for the cash value, as determined in good faith by the Committee
of the vested and/or unvested portion of the award. The Committee’s general authority under this
Section 5.2 is limited by and subject to all other express provisions of the Plan. Any adjustment
pursuant to this Section 5.2 may provide, in the Commitiee’s discretion, for the elimination
without payment therefor of any fractional shares that might otherwise become subject to any
Stock Incentive. In making any such adjustment, the Committee shall consider the impact of any




adverse consequences that may affect the Participant under Code Section 409A and any adverse
financial accounting consequences that may affect the Company.

(c) The existence of the Plan and the Stock Incentives granted pursuant to the Plan
shall not affect in any way the right or power of the Company to make or authorize any
adjustment, reclassification, reorganization or other change in its capital or business structure, any
merger or consolidation of the Company, any issue of debt or equity securities having preferences
or priorities as to the Stock or the rights thereof, the dissolution or liquidation of the Company,
any sale or transfer of all or any part of its business or assets, or any other corporate act or
proceeding,

5.3 Cash Awards. The Committee may, at any time and in its discretion, grant to any holder
of a Stock Incentive the right to receive, at such times and in such amounts as determined by the
Committee in its discretion, a cash amount which is intended to reimburse such person for all or a portion
of the federal, state and local income taxes imposed upon such person as a consequence of the receipt of the
Stock Incentive or the exercise of rights thereunder.

54 Compliance with Code. All Incentive Stock Options to be granted hereunder are
intended to comply with Code Section 422, and all provisions of the Plan and all Incentive Stock Options
granted hereunder shall be construed in such a manner as to effectuate that intent.

5.5 Right to Terminate Service. Nothing in the Plan or in any Stock Incentive Apgreement
shall confer upon any Participant the right to continue as an officer, employee or director of the Company
or the Bank or affect the right of the Company or the Bank to terminate the Participant’s services at any
time.

5.6 Restrictions on Delivery and Sale of Shares: Legends. Each Stock Incentive is subject to
the condition that if at any time the Committee, in its discretion, shall determine that the listing, registration
or qualification of the shares covered by such Stock Incentive upon any securities exchange or under any
state or federal law is necessary or desirable as a condition of or in connection with the granting of such
Stock Incentive or the purchase or delivery of shares thereunder, the delivery of any or all shares pursuant
to such Stock Incentive may be withheld unless and until such listing, registration or qualification shall
have been effected. [f a registration statement is not in effect under the Securities Act of 1933 or any
applicable state securities laws with respect to the shares of Stock purchasable or otherwise deliverable
under Stock Incentives then ouistanding, the Committee may require, as a condition of exercise of any
Option or as a condition to any other delivery of Stock pursuant to a Stock Incentive, that the Participant or
other recipient of a Stock Incentive represent, in writing, that the shares received pursuant to the Stock
Incentive are being acquired for investment and not with a view to distribution and agree that the shares
will not be disposed of except pursuant to an effective registration statement, unless the Company shall
have received an opinion of counsel that such disposition is exempt from such requirement under the
Securities Act of 1933 and any applicable state securities laws. The Company may include on certificates
representing shares delivered pursuant to a Stock Incentive such legends referring to the foregoing
representations or restrictions or any other applicable restrictions on resale as the Company, in its
discretion, shall deem appropriate.

5.7 Non-Alienation of Benefits. Other than as specifically provided herein, no benefit under
the Plan shall be subject in any manner to anticipation, alienation, sale, transfer, assignment, pledge,
encumbrance or charge; and any attempt to do so shall be void. No such benefit shall, prior to receipt by

the Participant, be in any manner liable for or subject to the debts, contracts, liabilities, engagements or
torts of the Participant.

5.8 Termination and Amendment of the Plan. The Board of Directors at any time may
amend or terminate the Plan without shareholder approval; provided, however, that the Board of Directors
shall obtain shareholder approval for any amendment to the Plan that increases the number of shares of
Stock available under the Plan or materially expands the classes of individuals eligible to receive Stock
Incentives. In the event that the Plan is assumed in connection with a corporate transaction which results in




a change in either the granting corporation or the stock available for purchase or award under the Plan,
shareholder approval shall be required; provided, however, if the consolidation agreement fully describes
the Plan and such agreement is approved by the shareholders, no further shareholder approval of the Plan
shall be required. No such termination or amendment without the consent of the holder of a Stock
Incentive may adversely affect the rights of the Participant under such Stock Incentive.

59 Shareholder Approval. The Plan must be submitted to the shareholders of the Company
for their approval within twelve {12) months before or after the adoption of the Plan by the Board of
Directors. If such approval is not obtained, any Stock Incentive granted hereunder will be void.

5.10 Listing and Legal Compliance. The Committee may suspend the exercise or payment of
any Stock Incentive so long as it determines that securities exchange listing or registration or qualification
under any securities laws is required in connection therewith and has not been completed on terms
acceptable to the Committee.

5.11 Choice of Law. The laws of the State of Georgia shall govern the Plan, to the extent not
preempted by federal law.

5.12 Effective Date and Term of the Plan. The Plan shali become effective on the date it is
adopted by the Board of Directors; provided, however, that the Plan also be approved by the holders of a
majority of the shares of Stock of the Company represented at an annual or special meeting of the
shareholders of the Company held within twelve (12) months after the date the Plan is adopted by the
Board of Directors. The Plan shall expire on the earlier of the date which is ten (10) years following (a) the
date the Plan is approved by the Board of Directors, or (b} the date the Plan is approved by shareholders.
No Stock Incentives will be granted hereunder on or after the date of the Plan’s expiration.

(signatures on the following page)
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Acknowledged and agreed:

ATTEST:

fsf WANDA D. PITTS

Secretary

[SEAL]

SOUTHEASTERN BANKING CORPORATION

By: /s/ CORNELIUS P. HOLLAND, IIi

Name:_ Comelius P. Holland, 111

Title: __ President
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Afttachment 1

INCENTIVE STOCK OPTION AWARD
PURSUANT TO THE SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

THIS INCENTIVE STOCK OPTION AWARD (the “Award”) is made as of the Grant Date by and
between SOUTHEASTERN BANKING CORPORATION (the “Company™), a corporation organized under the
laws of the State of Georgia, and (the “Optionee™).

Upon and subject to the Terms and Cenditions attached hereto and incorporated herein by reference, the
Company hereby awards as of the Grant Date to Optionee an incentive stock option (the “Option”), as described
below, to purchase the Option Shares.

A

B.

Grant Date: , 20
Type of Option: Incentive Stock Option.
Plan under which granted: Southeastern Banking Corporation 2006 Stock Option Pian.

Option Shares: All or any part of shares of the Company’s Common Stock (the
“Common Stock™), subject to adjustment as provided in the attached Terms and Conditions.

Exercise Price: § per share, subject to adjustment as provided in the attached Terms
and Conditions. The Exercise Price is, in the judgment of the Committee, not less than 100% of
the Fair Market Value of a share of Common Stock on the Grant Date or, in the case of an Over
10% Owner, not less than 110% of the Fair Market Value of a share of Common Stock on the
Grant Date.

Option Period: The Option may be exercised only during the Option Period which commences on
the Grant Date and ends, generally, on the earliest of (a) the tenth (10" anniversary of the Grant
Date (unless the Optionee is an Over 10% Owner, in which case the fifth (5™ anniversary of the
Grant Date); or (b) the earliest of (i) three (3) months following the date the Optionee ceases to be
an employee of the Company or the Bank for reasons other than death, Disability or due to the
Optionee’s Termination of Service for Cause; (i1) one (1) year following the date the Optionee
ceases to be an employee of the Company or the Bank due to death or Disability; or (1ii) the
effective date of the Optionee’s Termination of Service for Cause. Note that other limitations to
exercising the Option, as described in the attached Terms and Conditions, may apply.

Vesting Schedule: The Option Shares shall become vested in accordance with Schedule 1 hereto
(the “Vesting Schedule™).

IN WITNESS WHERECHF, the parties have executed and sealed this Award as of the Grant Date set forth

above,

SOUTHEASTERN BANKING CORPORATION

By:

Title:

OPTIONEE
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TERMS AND CONDITIONS TO THE
INCENTIVE STOCK OPTION AWARD
PURSUANT TO THE SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

1. Exercise of Option. Subject to the provisions provided herein or in the Award made pursuant o
the Southeastern Banking Corporation 2006 Stock Option Plan:

(a) the Option may be exercised with respect to all or any portion of the vested Option
Shares at any time during the Option Period by the delivery to the Company, at its principal place of
business, of a written notice of exercise in substantially the form attached hereto as Exhibit 1, which shall be
actually delivered to the Company no earlier than thirty (30) days and no later than ten {(10) days prior to the
date upon which Optionee desires to exercise all or any portion of the Option; and

(b} payment to the Company of the Exercise Price multiplied by the number of Option Shares
being purchased (the “Purchase Price”) as provided in Section 3,

Upon acceptance of such notice and receipt of payment in full of the Purchase Price and, if applicable, any
withholding taxes, the Company shall cause to be issued a certificate representing the Option Shares purchased.

2. Withholding. To the extent the Option is deemed to be a Non-Qualified Stock Option in
accordance with Section 18 hereof, the Optionee must satisfy his federal, state and local, if any, withholding taxes
imposed by reason of the exercise of the Option either by paying to the Company the full amount of the withholding
obligation (a) in cash; (b} by tendering shares of Common Stock which have been owned by the Optionee prior to
the date of exercise having a Fair Market Value equal to the withholding obligation; (c) by electing, irrevocably and
in writing in substantially the form of Exhibit 2 (the “Withholding Election™), to have the smallest number of whole
shares of Common Stock withheld by the Company which, when multiplied by the Fair Market Value of the
Common Stock as of the date the Option is exercised, is sufficient to satisfy the amount of minimum required
withholding tax obligations; or (d) by any combination of the above. Optionee may make a Withholding Election
only if the following conditions are met:

(i) the Withholding Election is made on or prier to the date on which the amount of tax
required to be withheld is determined (the “Tax Date”) by executing and delivering to the Company a
properly completed Notice of Withholding in substantially the form attached hereto as Exhibit 2; and

(11) any Withholding Election will be irrevocable; however, the Committee may, in its sole
discretion, disapprove and give no effect to the Withholding Election.

3. Purchase Price. Payment of the Purchase Price for all Option Shares purchased pursuant to the
exercise of an Option shall be made in cash or certified check; by delivery to the Company of a number of shares of
Common Stock which have been owned by the Optionee prior to the date of the Option’s exercise, having a Fair
Market Value, as determined under the Plan, on the date of exercise either equal to the Purchase Price or in
combination with cash to equal the Purchase Price; or if and when the Common Stock becomes traded by brokers,
whether on a national securities exchange or otherwise, by receipt of the Purchase Price in cash from a broker,
dealer or other “creditor” as defined by Regulation T issued by the Board of Governors of the Federal Reserve
System following delivery by the Optionee to the Committee of instructions in a form acceptable to the Commitiee
regarding delivery to such broker, dealer or other creditor of that number of Option Shares with respect to which the
Option is exercised.

4, Rights as Shareholder. Until the stock certificates reflecting the Option Shares accruing to the
Optionee upon exercise of the Option are issued to the Optionee, the Optionee shall have no rights as a shareholder
with respect to such Option Shares. The Company shall make no adjustment for any dividends or distributions or
other rights on or with respect to Option Shares for which the record date is prior to the issuance of that stock
certificate, except as the Plan or the attached Award otherwise provides.




5. Restriction_on Transfer of Option and of Option Shares. The Option evidenced hereby is
nontransferable other than by will or the laws of descent and distribution and shall be exercisable during the lifetime
of the Optionee only by the Optionee {or in the event of his Disability, by his personal representative) and after his
death, only by his legatee or the executor of his estate.

6. Changes in Capitalization.

(a) If the number of shares of Common Stock shall be increased or decreased by reason of a

subdivision or combination of shares of Common Stock, the payment of a stock dividend in shares of

Common Stock or any other increase or decrease in the number of shares of Common Stock outstanding

effected without receipt of consideration by the Company, an appropriate adjustment shall be made by the

, Committee, in a manner determined in its sole discretion, in the number and kind of Option Shares and in
the Exercise Price.

(b) If the Company shall be the surviving corporation in any merger, consolidation,
extraordinary dividend (including a spin-off), recapitalization, reclassification of shares or similar
. reorganization, the Optionee shall be entitled to purchase the number and class of securities to which a
holder of the number of shares of Common Stock subject to the Option at the time of the transaction would
have been entitled to receive as a result of such transaction, and a corresponding adjustment, where
appropriate, shall be made in the Exercise Price. In the event of a Change in Control or other corporate
transaction pursuant to which the Company is not the surviving entity, the Commirtee may provide for the
assumption of the Option by the surviving entity or the substitution of a new option, adjusted in a manner
similar to that contemplated by the immediately preceding sentence; however, if the surviving entity does
not agree to the assumption or substitution of the Option, the Committee may elect to terminate the Option
Period as of the effective date of the Change in Control in consideration of the payment to the Optionee of
the sum of the difference between the then Fair Market Value of the Common Stock and the Exercise Price
for each vested Option Share which has not been exercised as of the effective date of the Change in Control.
A dissolution or liquidation of the Company shall cause the Option to terminate as to any portion thereof not
exercised as of the effective date of the dissolution or liguidation.

(c) The existence of the Plan and the Option granted pursuant to this Award shall not affect
in any way the right or power of the Company to make or authorize any adjustment, reclassification,
reorganization or other change in its capital or business structure, any merger or consolidation of the
Company, any issue of debt or equity securities having preferences or priorities as to the Common Stock or
the rights thereof, the dissolution or liquidation of the Company, any sale or transfer of all or any part of its
business or assets, or any other corporate act or proceeding. Any adjustment pursuant to this Section may
provide, in the Committee’s discretion, for the elimination without payment therefor of any fractional shares
that might otherwise become subject to any Option.

7. Special Limitation on Exercise. No purported exercise of the Option shall be effective without the
approval of the Committee, which may be withheld to the extent that the exercise, either individually or in the
aggregate together with the exercise of other previously exercised stock options and/or offers and sales pursuant to
any prior or contemplated offering of securities, would, in the sole and absolute judgment of the Committee, require
the filing of a registration statement with the United States Securities and Exchange Commission or with the
securities commissien of any state. If a registration statement is not in effect under the Securities Act of 1933 or any
applicable state securities law with respect to shares of Common Stock purchasable or otherwise deliverable under
the Option, the Optionee (a) shall deliver to the Company, prior to the exercise of the Option or as a condition to the
delivery of Common Stock pursuant to the exercise of an Option, such information, representations and warranties
as the Company may reasonably request in order for the Company to be able to satisfy itself that the Option Shares
are being acquired in accordance with the terms of an applicable exemption from the securities registration
, requirements of applicable federal and state securities laws and (b) shall agree that the shares of Commen Stock so
acquired will not be disposed of except pursuant to an effective registration statement, unless the Company shall
have received an opinion of counsel that such disposition is exempt from such requirement under the Securities Act
of 1933 and any applicable state securities law.




8. Legend on Stock Certificates. Certificates evidencing the Option Shares, to the extent appropriate
at the time, shall have noted conspicuously on the certificates a legend intended to give all persons full notice of the
existence of the conditions, restrictions, rights and obligations set forth herein and in the Plan.

9. Governing Laws. This Award and the Terms and Conditions shall be construed, administered and
enforced according to the laws of the State of Georgia.

10. Successors. This Award and the Terms and Conditions shall be binding upon and inure to the
benefit of the heirs, legal representatives, successors and permitted assigns of the Optionee and the Company.

il Notice. Except as otherwise specified herein, all notices and other communications under this
Award shall be in writing and shall be deemed to have been given if personally delivered or if sent by registered or
certified United States mail, return receipt requested, postage prepaid, addressed to the proposed recipient at the last
known address of the recipient. Any party may designate any other address to which notices shall be sent by giving
notice of the address to the other parties in the same manner as provided herein.

12. Severability. In the event that any one or more of the provisions or portion thereof contained in
the Award and these Terms and Conditions shall for any reason be held to be invalid, illegal or unenforceable in any
respect, the same shall not invalidate or otherwise affect any other provisions of the Award and these Terms and
Conditions, and the Award and these Terms and Conditions shall be construed as if the invalid, illegal or
unenforceable provision or portion thereof had never been contained herein.

13. Entire Agreement. Subject to the terms and conditions of the Plan, the Award and the Terms and
Conditions express the entire understanding of the parties with respect to the Option.

14. Violation. Any transfer, pledge, sale, assignment, or hypothecation of the Option or any portion
thereof shall be a violation of the terms of the Award or these Terms and Conditions and shall be void and without
effect.

15. Headings_and Capitalized Terms. Section headings used herein are for convenience of reference
only and shall not be considered in construing the Award or these Terms and Conditions. Capitalized terms used,
but not defined, in either the Award or the Terms and Conditions shall be given the meaning ascribed to them in the
Plan.

16. Specific Performance. In the event of any actual or threatened default in, or breach of, any of the
terms, conditions and provisions of the Award and these Terms and Conditions, the party or parties who are thereby
aggrieved shall have the right to specific performance and injunction in addition to any and all other rights and
remedies at law or in equity, and all such rights and remedies shall be cumulative.

17. No Right to Continued Retention. Neither the establishment of the Plan nor the award of Option
Shares hereunder shall be construed as giving the Optionee the right to continued employment with the Company or
the Bank or any affiliate.

18. Qualified Status of Option. In accordance with Section 2.4 of the Plan, the aggregate Fair Market
Value (determined as of the date an Incentive Stock Option is granted) of the Option Shares which become
exercisable for the first time by an individual during any calendar year shall not exceed $100,000. If the foregoing
limitation is exceeded with respect to any portion of the Option Shares, that portion of the Option Shares which
cause the limitation to be exceeded shall be treated as a Non-Qualified Stock Option.
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EXHIBIT 1

NOTICE OF EXERCISE OF INCENTIVE
STOCK OPTION TO PURCHASE
COMMON STOCK OF
SOUTHEASTERN BANKING CORPORATION

Name
Address

Date

Southeastern Banking Corporation

Attn:
Re: Exercise of Incentive Stock Option
Gentlemen:

Subject to acceptance hereof by Southeastern Banking Corporation (the *“Company”) and pursuant to the
provisiens of the Southeastern Banking Corporation 2006 Stock Option Plan (the “Plan™), I hereby give notice of
my election to exercise options granted to me to purchase shares of Common Stock of the
Company under the Incentive Stock Option Award (the “Award”) dated as of . The purchase shall

take place as of

, 20__ (the “Exercise Date™).

On or before the Exercise Date, I will pay the applicable purchase price as follows:

[]

8!

by delivery of cash or a certified check for $ for the full purchase price payable to
the order of the Company.

by delivery of a certified check for $ representing a portion of the purchase price
with the balance to consist of shares of Common Stock that [ own and that are represented by a
stock certificate I will surrender to the Company with my endorsement. If the number of shares of
Common Stock represented by such stock certificate exceed the number to be applied against the
purchase price, [ understand that a new stock certificate will be issued to me reflecting the excess
number of shares.

by delivery of a stock certificate representing shares of Common Stock that I own which 1 will
surrender to the Company with my endorsement as payment of the purchase price. If the number
of shares of Common Stock represented by such certificate exceed the number to be applied
against the purchase price, | understand that a new certificate will be issued to me reflecting the
excess number of shares.

by delivery of the purchase price by , a broker, dealer or other “creditor” as
defined by Regulation T issued by the Board of Governors of the Federal Reserve System. I
hereby authorize the Company to issue a stock certificate in the number of shares indicated above
in the name of said broker, dealer or other creditor or its nominee pursuant to instructions received
by the Company and to deliver said stock certificate directly to that broker, dealer or other creditor
{or to such other party specified in the instructions received by the Company from the broker,
dealer or other creditor) upon receipt of the purchase price.

The required federal, state, and local income tax withholding obligations, if any, on the exercise of the
Award shall be paid on or before the Exercise Date in cash or with previously owned shares of Common Stock, as
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provided in the Award, or in the manner provided in the Withholding Election previously tendered or to be tendered
to the Company no later then the Exercise Date.

As soon as the stock certificate is registered in my name, please deliver it to me at the above address.

If the Common Stock being acquired is not registered for issuance to and resale by the Optionee pursuant to
an effective registration statement on Form S-8 (or successor form) filed under the Securities Act of 1933, as
amended (the “1933 Act”), | hereby represent, warrant, covenant, and agree with the Company as follows:

The shares of the Common Stock being acquired by me will be acquired for my own account without the
participation of any other person, with the intent of holding the Common Stock for investment and without
the intent of participating, directly or indirectly, in a distribution of the Common Stock and not with a view
to, or for resale in connection with, any distribution of the Common Stock, nor am I aware of the existence
of any distribution of the Common Stock;

[ am not acquiring the Common Stock based upon any representation, oral or written, by any person with
respect to the future value of, or income from, the Common Stock but rather upon an independent
examination and judgment as to the prospects of the Company;

The Common Stock was not offered to me by means of publicly disseminated advertisements or sales
literature, nor am I aware of any offers made to other persons by such means;

I am able to bear the economic risks of the investment in the Common Stock, including the risk of a
complete loss of my investment therein;

I understand and agree that the Common Stock will be issued and sold to me without registration under any
state law relating to the registration of securities for sale, and will be issued and sold in reliance on the
exemptions from registration under the 1933 Act, provided by Sections 3(b) and/or 4(2) thereof and the
rules and regulations promulgated thereunder;

The Common Stock cannot be offered for sale, sold or transferred by me other than pursuant to: {A) an
effective registration under the 1933 Act or in a transaction otherwise in complhance with the 1933 Act; and
(B) evidence satisfactory to the Company of compliance with the applicable securities laws of other
jurisdictions. The Company shall be entitled to rely upon an opinion of counsel satisfactory to it with
respect to compliance with the above laws;

The Company will be under no obligation to register the Common Stock or to comply with any exemption
available for sale of the Common Stock without registration ot filing, and the information or conditions
necessary to permit routine sales of securities of the Company under Rule 144 under the 1933 Act are not
now available and no assurance has been given that it or they will become available. The Company is under
no obligation to act in any manner so as to make Rule 144 available with respect to the Common Stock;

[ have and have had complete access to and the opportunity to review and make copies of all material
documents related to the business of the Company, including, but not limited to, contracts, financial
statements, tax returns, leases, deeds and other books and records. [ have examined such of these
documents as I wished and am familiar with the business and affairs of the Company. I realize that the
purchase of the Common Stock is a speculative investment and that any possible profit therefrom is
uncertain,

I have had the opportunity to ask questions of and receive answers from the Company and any person acting
on its behalf and to obtain all material information reasonably available with respect to the Company and its
affairs. 1 have received all information and data with respect to the Company which I have requested and
which I have deemed relevant in connection with the evaluation of the merits and risks of my investment in
the Company;




I have such knowledge and experience in financial and business matters that I am capable of evaluating the
merits and risks of the purchase of the Common Stock hereunder and I am able to bear the economic risk of
such purchase; and

The agreements, representations, warranties and covenants made by me herein extend to and apply to all of
the Common Stock of the Company issued to me pursuant to this Award. Acceptance by me of the
certificate representing such Common Stock shall constitute a confirmation by me that all such agreements,
representations, warranties and covenants made herein shall be true and correct at that time,

I understand that the certificates representing the shares being purchased by me in accordance with this
notice shall bear a legend referring to the foregoing covenants, representations and warranties and
restrictions on transfer, and | agree that a legend to that effect may be placed on any certificate which may
be issued to me as a substitute for the certificates being acquired by me in accordance with this notice, |
further understand that capitalized terms used in this Notice of Exercise without definition shall have the
meanings given to them in the Plan.

Very truly yours,

AGREED TO AND ACCEPTED:
SOUTHEASTERN BANKING CORPORATION

By:

Title:

Number of Shares
Exercised:

Number of Shares
Remaining: Date:
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EXHIBIT 2

NOTICE OF WITHHOLDING ELECTION
SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

TO:

FROM:

RE: Withholding Election

This election relates to the Option identified in Paragraph 3 below. I hereby certify that:

(1) My correct name and social security number and my current address are set forth at the end of this
document.
2) [ am (check one, whichever is applicable).
(1 the original recipient of the Option.
I1 the legal representative of the estate of the original recipient of the Option.
[] a legatee of the original recipient of the Option.
[] the legal guardian of the original recipient of the Option.

3) The Option to which this election relates was issued under the Southeastern Banking Corporation 2006
Stock Option Plan (the *Plan™) in the name of for the purchase of a total of

shares of Common Stock of the Company. This election relates to

shares of Common Stock issuable upon exercise of the Option, provided that the numbers set forth above

shall be deemed changed as appropriate to reflect the applicable Plan provisions.

(4) In connection with any exercise of the Option with respect to the Commnon Stock, I hereby elect:

i1 to have certain of the shares otherwise issuable pursuant to the exercise withheld by the Company
for the purpose of having the value of the shares applied to pay federal, state, and local, if any,
taxes arising from the exercise.

[} to tender shares of Common Stock held by me prior to the exercise of the Option for the purpose
of having the value of the shares applied to pay such taxes.

The shares of Common Stock to be withheld or tendered, as applicable, shall have, as of the Tax Date
applicable to the exercise, a Fair Market Value equal to the minimum statutory tax withholding requirement
under federal, state, and local law in connection with the exercise.

(35) This Withholding Election is made no later than the Tax Date and is otherwise timely made pursuant to the
Plan.
(6) I understand that this Withholding Election may not be revised, amended or revoked by me.

(M The Plan has been made available to me by the Company. [ have read and understand the Plan and [ have no
reason to believe that any of the conditions to the making of this Withholding Election have not been met.




(8) Capitalized terms used in this Notice of Withholding Election without definition shall have the meanings
given to them in the Plan.

Dated:

Signature

Social Security Number Name (Printed)

Street Address

City, State, Zip Code




SCHEDULE 1

YESTING SCHEDULE FOR
INCENTIVE STOCK OPTION AWARD
ISSUED PURSUANT TO THE
SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

The Option Shares shall become vested Option Shares following completion of the years of
service as an employee of the Company or the Bank as indicated in the schedule below.

Years of Service After Percentage of Option Shares
the Grant Date Which are Vested Shares
0 0%
1 25%
2 50%
3 75%
4 100%

Notwithstanding Part A, the Option will be fully vested as of a date determined by the Committee
which is no less than thirty (30) days prior to the effective date of the Change in Control.

For purposes of the Vesting Schedule, Optionee shall be granted a year of service for each twelve-

consecutive-month period following the Grant Date during which Optionee continues, at all times,
as an employee of the Company or the Bank.
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Attachment 2

NON-QUALIFIED STOCK OPTION AWARD

PURSUANT TO THE SOUTHEASTERN BANKING CORPORATION

2006 STOCK OPTION PLAN

THIS NON-QUALIFIED STOCK OPTION AWARD (the “Award™) is made as of the Grant Date
by and between SOUTHEASTERN BANKING CORPORATION (the “Company™), a corporation
organized under the laws of the State of Georgia, and {the “Optionee”).

Upon and subject to the Terms and Conditions attached hereto and incorporated herein by
reference, the Company hereby awards as of the Grant Date to Optionee a non-qualified stock option (the
“Option”), as described below, to purchase the Option Shares.

A.

| B.

Grant Date: , 20
Type of Option: Non-Qualified Stock Option.
Plan under which granted: Southeastern Banking Corporation 2006 Stock Option Plan.

Option Shares: All or any part of shares of the Company’s Common Stock
(the “Common Stock™), subject to adjustment as provided in the attached Terms and
Conditions.

Exercise Price: $ per share, subject to adjustment as provided in the attached
Terms and Conditions. The Exercise Price is, in the judgment of the Committee, not less
than 100% of the Fair Market Value of a share of Common Stock on the Grant Date.

Option Period: The Option may be exercised only during the Option Period which
commences on the Grant Date and ends, generally, on the earliest of (a) the tenth (10%)
anniversary of the Grant Date; or (b) the earliest of (i) three (3) months following the date
the Optionee ceases to be an employee of the Company or the Bank for reasons other
than death, Disability or due to the Optionee’s Termination of Service for Cause; (ii) one
(1) year following the date the Optionee ceases to be an employee of the Company or the
Bank due to death or Disability; or (iii) the effective date of the Optionee’s Termination
of Service for Cause. Note that other limitations to exercising the Option, as described in
the attached Terms and Conditions, may apply.

Vesting Schedule: The Option Shares shall become vested in accordance with Schedule
1 hereto (the **Vesting Schedule™).

IN WITNESS WHEREQOF, the parties have executed and sealed this Award as of the Grant Date

set forth above.,

SOUTHEASTERN BANKING CORPORATION

By:

Title:

OPTIONEE
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TERMS AND CONDITIONS TO THE
NON-QUALITFIED STOCK OPTION AWARD
PURSUANT TO THE SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

1. Exercise of Option. Subject to the provisions provided herein or in the Award made pursuant to
the Southeastern Banking Corporation 2006 Stock Option Plan:

(a) the Option may be exercised with respect to ali or any portion of the vested Option
Shares at any time during the Option Period by the delivery to the Company, at its principal place of
business, of a written notice of exercise in substantially the form attached hereto as Exhibit 1, which shall be
actually delivered to the Company no earlier than thirty (30) days and no later than ten (10) days prior to the
date upon which Optionee desires to exercise all or any portion of the Option; and

(b) payment to the Company of the Exercise Price multiplied by the number of Option Shares
being purchased (the “Purchase Price”) as provided in Section 3.

Upon acceptance of such notice and receipt of payment in full of the Purchase Price and, if applicable, any
withholding taxes, the Company shall cause to be issued a certificate representing the Option Shares purchased.

2. Withhoiding. To the extent necessary, the Optionee must satisfy his federal, state, and local, if
any, withholding taxes imposed by reason of the exercise of the Option either by paying to the Company the full
amount of the withholding obligation (i) in cash; (ii) by tendering shares of Common Stock which have been owned
by the Optionee prior to the date of exercise having a Fair Market Value equal to the withholding obligation (a
“Withholding Election™); (iii) by electing, irrevocably and in writing (also a “Withholding Election™), to have the
smallest number of whole shares of Common Stock withheld by the Company which, when multiplied by the Fair
Market Value of the Common Stock as of the date the Option is exercised, is sufficient to satisfy the amount of
withholding tax; or (iv) by any combination of the above. Optionee may make a Withholding Election only if the
following conditions are met:

(a) the Withholding Election is made on or prier to the date on which the amount of tax
required to be withheld is determined (the “Tax Date™) by executing and delivering to the Company a
properly completed Notice of Withholding Election in substantially the form attached hereto as Exhibit
2; and

(b) any Withholding Election will be irrevocable; however, the Committee (as defined in the
Plan) may, in its sole discretion, disapprove and give no effect to the Withholding Election.

3. Purchase Price. Payment of the Purchase Price for all Option Shares purchased pursuant to the
exercise of an Option shall be made in cash or certified check; by delivery to the Company of a number of shares of
Common Stock which have been owned by the Optionee prior to the date of the Option’s exercise, having a Fair
Market Value, as determined under the Plan, on the date of exercise either equal to the Purchase Price or in
combination with cash to equal the Purchase Price; or if and when the Common Stock becomes traded by brokers,
whether on a national securities exchange or otherwise, by receipt of the Purchase Price in cash from a broker,
dealer or other “creditor” as defined by Regulation T issued by the Board of Governors of the Federal Reserve
System following delivery by the Optionee to the Committee of instructions in a form acceptable to the Committee
regarding delivery to such broker, dealer or other creditor of that number of Option Shares with respect to which the
Option is exercised.

4, Rights as Shareholder. Until the stock certificates reflecting the Option Shares accruing to the
Optionee upon exercise of the Option are issued to the Optionee, the Optionee shall have no rights as a shareholder
with respect to such Option Shares. The Company shall make no adjustment for any dividends or distributions or
other rights on or with respect to Option Shares for which the record date is prior to the issuance of that stock
certificate, except as the Plan or the attached Award otherwise provides.
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5. Restriction on Transfer of Option and of Option Shares. The Option evidenced hereby is
nontransferable other than by will or the laws of descent and distribution and shall be exercisable during the lifetime
of the Optionee only by the Optionee (or in the event of his Disability, by his personal representative) and after his
death, only by his legatee or the executor of his estate.

6. Changes in Capitalization.
(a) If the number of shares of Common Stock shall be increased or decreased by reason of a

subdivision or combination of shares of Common Stock, the payment of a stock dividend in shares of
Common Stock or any other increase or decrease in the number of shares of Common Stock outstanding
effected without receipt of consideration by the Company, an appropriate adjustment shall be made by the

Committee, in a manner determined in its sole discretion, in the number and kind of Option Shares and in
the Exercise Price.

(b) If the Company shall be the surviving corporation in any merger, consolidation,
extraordinary dividend (including a spin-off), recapitalization, reclassification of shares or similar
reorganization, the Optionee shall be entitled to purchase the number and class of securities to which a
holder of the number of shares of Common Stock subject to the Option at the time of the transaction would
have been entitled to receive as a result of such transaction, and a corresponding adjustment, where
appropriate, shall be made in the Exercise Price. In the event of a Change in Control or other corporate
transaction pursuant to which the Company is not the surviving entity, the Committee may provide for the
assumption of the Option by the surviving entity or the substitution of a new option, adjusted in a manner
similar to that contemplated by the immediately preceding sentence; however, if the surviving entity does
not agree to the assumption or substitution of the Option, the Committee may elect to terminate the Option
Period as of the effective date of the Change in Control in consideration of the payment to the Optionee of
the sum of the difference between the then Fair Market Value of the Common Stock and the Exercise Price
for each vested Option Share which has not been exercised as of the effective date of the Change in Control.
A dissolution or liquidation of the Company shall cause the Option to terminate as to any portion thereof not
exercised as of the effective date of the dissolution or liquidation.

(©) The existence of the Plan and the Option granted pursuant to this Award shall not affect
in any way the right or power of the Company to make or authorize any adjustment, reclassification,
reorganization or other change in its capital or business structure, any merger or consolidation of the
Company, any issue of debt or equity securities having preferences or priorities as to the Common Stock or
the rights thereof, the dissolution or liquidation of the Company, any sale or transfer of all or any part of its
business or assets, or any other corporate act or proceeding. Any adjustment pursuant to this Section may
provide, in the Committee’s discretion, for the elimination without payment therefor of any fractional shares
that might otherwise become subject to any Option.

7. Special Limitation on Exercise. No purported exercise of the Option shall be effective without the
approval of the Committee, which may be withheld to the extent that the exercise, either individually or in the
aggregate together with the exercise of other previously exercised stock options and/or offers and sales pursuant to
any prior or contemplated offering of securities, would, in the sole and absolute judgment of the Committee, require
the filing of a registration statement with the United States Securities and Exchange Commission or with the
securities commission of any state. If a registration statement is not in effect under the Securities Act of 1933 or any
applicable state securities law with respect to shares of Common Stock purchasable or otherwise deliverable under
the Option, the Optionee (a) shall deliver to the Company, prior to the exercise of the Option or as a condition to the
delivery of Common Stock pursuant to the exercise of an Option, such information, representations and warranties
as the Company may reasonably request in order for the Company to be able to satisfy itself that the Option Shares
are being acquired in accordance with the terms of an applicable exemption from the securities registration
requirements of applicable federal and state securities laws and (b) shall agree that the shares of Common Stock so
acquired will not be disposed of except pursuant to an effective registration statement, unless the Company shall
have received an opinion of counsel that such disposition is exempt from such requirement under the Securities Act
of 1933 and any applicable state securities law.




8. Legend on Stock Certificates. Certificates evidencing the Option Shares, to the extent appropriate
at the time, shall have noted conspicuously on the certificates a legend intended to give all persons full notice of the
existence of the conditions, restrictions, rights and obligations set forth herein and in the Plan.

9. Governing Laws. This Award and the Terms and Conditions shall be construed, administered and
enforced according to the laws of the State of Georgia.

10. Successors. This Award and the Terms and Conditions shall be binding upon and inure to the
benefit of the heirs, legal representatives, successors and permitted assigns of the Optionee and the Company.

IR Notice. Except as otherwise specified herein, all notices and other communications under this
Award shall be in writing and shall be deemed to have been given if personally delivered or if sent by registered or
certified United States mail, return receipt requested, postage prepaid, addressed to the proposed recipient at the last
known address of the recipient. Any party may designate any other address to which notices shall be sent by giving
notice of the address to the other parties in the same manner as provided herein.

12. Severability. In the event that any one or more of the provisions or portion thereof contained in
the Award and these Terms and Conditions shall for any reason be held to be invalid, illegal or unenforceable in any
respect, the same shall not invalidate or otherwise affect any other provisions of the Award and these Terms and
Conditions, and the Award and these Terms and Conditions shall be construed as if the invalid, illegal or
unenforceable provision or portion thereof had never been contained herein.

13. Entire Agreement. Subject to the terms and conditions of the Plan, the Award and the Terms and
Conditions express the entire understanding of the parties with respect to the Option.

14. Violation. Any transfer, pledge, sale, assignment, or hypothecation of the Option or any portion
thereof shall be a violation of the terms of the Award or these Terms and Conditions and shall be void and without
effect.

15. Headings and Capitalized Terms. Section headings used herein are for convenience of reference
only and shall not be considered in construing the Award or these Terms and Conditions. Capitalized terms used,
but not defined, in either the Award or the Terms and Conditions shall be given the meaning ascribed to them in the
Plan.

16. Specific Performance. In the event of any actual or threatened default in, or breach of, any of the
terms, conditions and provisions of the Award and these Terms and Conditions, the party or parties who are thereby
aggrieved shall have the right to specific performance and injunction in addition to any and all other rights and
remedies at law or in equity, and all such rights and remedies shall be cumulative.

17. No Right to Continued Retention. Neither the establishment of the Plan nor the award of Option

Shares hereunder shall be construed as giving the Optionee the right to continued employment with the Company or
the Bank or any affiliate.
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EXHIBIT 1

NOTICE OF EXERCISE OF NON-QUALIFIED
STOCK OPTION TO PURCHASE
COMMON STOCK OF
SOUTHEASTERN BANKING CORFORATION

Name
Address

Date

Southeastern Banking Corporation

Attn:

Re: Exercise of Non-Qualified Stock Option

Gentlemen:

Subject to acceptance hereof by Southeastern Banking Corperation (the “Company™) and pursuant to the
provisions of the Southeastemn Banking Corporation 2006 Stock Option Plan (the “Plan™), 1 hereby give notice of

my election to exercise options granted to me to purchase shares of Common Stock of the
Company under the Non-Qualified Stock Option Award (the “Award”) dated as of . The purchase
shall take place as of , 20__ (the “Exercise Date”).

On or before the Exercise Date, I will pay the applicable purchase price as foliows:

[

[

(1

by delivery of cash or a certified check for _ for the full purchase price payabie to
the order of the Company.

by delivery of a certified check for § representing a portion of the purchase price
with the balance to consist of shares of Common Stock that I own and that are represented by a
stock certificate 1 will surrender to the Company with my endorsement. If the number of shares of
Common Stock represented by such stock certificate exceeds the number to be applied against the
purchase price, I understand that a new stock certificate will be issued to me reflecting the excess
number of shares.

by delivery of a stock certificate representing shares of Common Stock that I own which 1 will
surrender to the Company with my endorsement as payment of the purchase price. If the number
of shares of Common Stock represented by such certificate exceeds the number to be appiied
against the purchase price, I understand that a new certificate will be issued to me reflecting the
excess number of shares,

by delivery of the purchase price by , & broker, dealer or other “creditor” as
defined by Regulation T issued by the Board of Governors of the Federal Reserve System. [
hereby authorize the Company to issue a stock certificate in the number of shares indicated above
m the name of said broker, dealer or other creditor or its nominee pursuant to instructions received
by the Company and to deliver said stock certificate directly to that broker, dealer or other creditor
(or to such other party specified in the instructions received by the Company from the broker,
dealer or other creditor) upon receipt of the purchase price.

The required federal, state, and local income tax withholding obligations, if any, on the exercise of the
Award shall be paid on or before the Exercise Date in cash or with previously owned shares of Common Stock, as
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provided in the Award, or in the manner provided in the Withholding Election previously tendered or to be tendered
to the Company no later then the Exercise Date.

As soon as the stock certificate is registered in my name, please deliver it to me at the above address.

If the Common Stock being acquired is not registered for issuance to and resale by the Optionee pursuant to
an effective registration statement on Form S-8 (or successor form) filed under the Securities Act of 1933, as
amended (the 1933 Act™), | hereby represent, warrant, covenant, and agree with the Company as follows:

The shares of the Common Stock being acquired by me will be acquired for my own account without the
participation of any other person, with the intent of holding the Common Stock for investment and without
the intent of participating, directly or indirectly, in a distribution of the Common Stock and not with a view
to, or for resale in connection with, any distribution of the Common Stock, nor am I aware of the existence
of any distribution of the Common Stock;

1 am not acquiring the Common Stock based upon any representation, oral or written, by any person with
respect to the future value of, or income from, the Common Stock but rather upon an independent
examination and judgment as to the prospects of the Company;

The Common Stock was not offered to me by means of publicly disseminated advertisements or sales
literature, nor am | aware of any offers made to other persons by such means;

I am able to bear the economic risks of the investment in the Common Stock, including the risk of a
complete loss of my investment therein;

1 understand and agree that the Common Stock will be issued and sold to me without registration under any
state law relating to the registration of securities for sale, and will be issued and sold in reliance on the
exemptions from registration under the 1933 Act, provided by Sections 3(b) and/or 4(2) thereof and the
rules and regulations promulgated thereunder;

The Common Stock cannot be offered for sale, sold or transferred by me other than pursuant to: (A) an
effective registration under the 1933 Act or in a transaction otherwise in compliance with the 1933 Act; and
(B) evidence satisfactory to the Company of compliance with the applicable securities laws of other
jurisdictions. The Company shall be entitled to rely upon an opinion of counsel satisfactory to it with
respect to compliance with the above laws;

The Company will be under no obligation to register the Common Stock or to comply with any exemption
available for sale of the Common Stock without registration or filing, and the information or conditions
necessary to permit routine sales of securities of the Company under Rule 144 under the 1933 Act are not
now available and no assurance has been given that it or they will become available. The Company is under
no obligation to act in any manner so as to make Rule 144 available with respect to the Common Stock;

I have and have had complete access to and the opportunity to review and make copies of all material
documents related to the business of the Company, including, but not limited to, contracts, financial
statements, tax returns, leases, deeds and other books and records. | have examined such of these
documents as I wished and am familiar with the business and affairs of the Company. 1 realize that the
purchase of the Common Stock is a speculative investment and that any possible profit therefrom is
uncertain,

I have had the opportunity to ask questions of and receive answers from the Company and any person acting
on its behalf and to obtain ali material information reasonably available with respect to the Company and its
affairs. 1 have received all information and data with respect to the Company which I have requested and
which 1 have deemed relevant in connection with the evaluation of the merits and risks of my investment in
the Company;




I have such knowledge and experience in financial and business matters that | am capable of evaluating the
merits and risks of the purchase of the Common Stock hereunder and I am able to bear the economic risk of
such purchase; and

The agreements, representations, warranties and covenants made by me herein extend to and apply to all of
the Common Stock of the Company issued to me pursuant to this Award. Acceptance by me of the
certificate representing such Common Stock shall constitute a confirmation by me that all such agreements,
representations, warranties and covenants made herein shall be true and correct at that time.

I understand that the certificates representing the shares being purchased by me in accordance with this
notice shall bear a legend referring to the foregoing covenants, representations and warranties and
restrictions on transfer, and T agree that a legend to that effect may be placed on any certificate which may
be issued to me as a substitute for the certificates being acquired by me in accordance with this notice. 1
further understand that capitalized terms used in this Notice of Exercise without definition shall have the
meanings given to them in the Plan.

Very truly yours,

AGREED TO AND ACCEPTED:

SOUTHEASTERN BANKING CORPORATION

By:

Title:

Number of Shares
Exercised:

Nurmber of Shares
Remaining: Date:
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TO:

FROM:

RE:

EXHIBIT 2

NOTICE OF WITHHOLDING ELECTION
SOUTHEASTERN BANKING CORPORATION
2006 STOCK OPTION PLAN

Withholding Election

This election relates to the Option identified in Paragraph 3 below. I hereby certify that:

(1)

(2)

(3

4

(5)

(6)
(7}

My correct name and social security number and my current address are set forth at the end of this
document.

I am (check one, whichever is applicable).

[] the original recipient of the Option.

1] the legal representative of the estate of the original recipient of the Option.
[] a legatee of the original recipient of the Option.

[] the legal guardian of the eriginal recipient of the Option.

The Option to which this election relates was issued under the Southeastern Banking Corporation 2006
Stock Option Plan (the “Plan”) in the name of for the purchase of a total of
shares of Common Stock of the Company. This election relates to
shares of Common Stock issuable upon exercise of the Option, provided that the numbers set forth above
shall be deemed changed as appropriate to reflect the applicable Plan provisions.

In connection with any exercise of the Option with respect to the Common Stock, [ hereby elect:
i1 to have certain of the shares otherwise issuable pursuant to the exercise withheld by the Company
for the purpose of having the value of the shares applied to pay federal, state, and local, if any,

taxes arising from the exercise.

i to tender shares of Common Stock held by me prior to the exercise of the Option for the purpose
of having the value of the shares applied to pay such taxes.

The shares of Common Stock to be withheld or tendered, as applicable, shall have, as of the Tax Date
applicable to the exercise, a Fair Market Value equal to the minimum statutory tax withholding requirement

under federal, state, and local law in connection with the exercise.

This Withholding Election is made no later than the Tax Date and is otherwise timely made pursuant to the
Plan.

I understand that this Withholding Election may not be revised, amended or revoked by me.

The Plan has been made available to me by the Company. 1 have read and understand the Plan and I have no
reason to believe that any of the conditions to the making of this Withholding Election have not been met.
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(8) Capitalized terms used in this Notice of Withholding Election without definition shall have the meanings
given to them in the Plan.

Dated:
Signature
Social Security Number Name (Printed)
Street Address

City, State, Zip Code
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SCHEDULE 1

VESTING SCHEDULE FOR
NON-QUALIFIED STOCK OPTION AWARD
ISSUED PURSUANT TO THE
SOUTHEASTERN BANKING CORPORATION
' 2006 STOCK OPTION PLAN

A, The Option Shares shall become vested Option Shares following completion of the years of service as an
employee of the Company or the Bank as indicated in the schedule below.

Years of Service After Percentage of Option Shares
the Grant Date Which are Vested Shares

0 0%

1 25%
2 50%
3 T5%
4 100%

B. Notwithstanding Part A, the Option will be fully vested as of a date determined by the Committee which is

no less than thirty (30) days prior to the effective date of the Change in Control.
C. For purposes of the Vesting Schedule, Optionee shall be granted a year of service for each twelve-

consecutive-month period following the Grant Date during which Optionee continues, at all times, as an
employee of the Company or the Bank,
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Corporate Headquarters
Southeastern Banking Corporation
1010 Northway Street

Darien, Georgia 31305

(912) 437-4141

Corporate Mailing Address
Southeastern Banking Corporation
P.O. Box 455

Darien, Georgia 31305

www.southeasternbank.com

Southeastern Bank
Voice Banking:

Toll Free (800) 630-5776

Darien & Eulonia (912) 437-8700
Internet Banking:

www.sottheasternbank.com

Notice of Annual Mecting

The Annual Meeting of Shareholders will be held
at 3:00 p.m. on Wednesday, June 13, 2007 at
Southeastern Bank, 1010 Northway Street, Darien, Georgia.

Stock Trading

The Company’s common stock is traded
over-the-counter under the symbol SEBC.

Shareholders of Record

On December 31, 2006, the Company had

approximately 500 shareholders of record.

Transfer Agent

Registrar & Transfer Company

10 Commerce Drive

Cranford, New Jersey 07016-3572
(800) 368-5948

WWW.Irtco.com

Principal Market Makers

Shareholder information
Southeastern Banking Corporation

The following make a market in Southeastern Banking

Corporation stock:
© Morgan Keegan

O Sterne Agee

Stock Prices and Dividends Declared by Quarter

Investor Inquiries

Analysts, investors, and others seeking

informaton should contact:

2006

Market Prices 4th 3rd 2nd Ist
High =~ 30.00 2850 27.75 28.00
Low 27.25 28.00 27.15 26.00
Dividends 0.615 0.135 0.135 0.135
2005

‘Market Prices 4th 3rd 2nd Ist
High 2825 2850 28.00 _28.00
Low 27.50  26.50 25.00 25.00
Dividends  0.63 _0.13 0.13 0.13

Alyson G. Beasley or Wanda D. Pitts

(912) 437-4141

Independent Auditors
Mauldin & Jenkins, L1.C
Albany, Georgia

Southeastern Banking Corporation and its

subsidiaries are Equal Opportunity Employers.

Southeastern Bank is a member of the Federal

Deposit Insurance Corporation.

© 2007 Southeastern Banking Corperation

2006 Anrual Report




Southeastern Banking Corporation
1010 Northway Street
Darien, Georgia
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