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(Name of Person(s) Filing Proxy Statement, if other than the Registrant)

Payment of Filing Fee (Check the appropriate box):

X No fee required.

Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

1. Title of each class of securities to which transaction applies:

2. Aggregate number of securities to which transaction applies:

3. Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth the amount on which
the filing fee is calculated and state how it was determined):
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1010 North Way Street

Darien, Georgia 31305

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To the Shareholders of
Southeastern Banking Corporation:

The Annual Meeting of Shareholders (the Meeting ) of Southeastern Banking Corporation (the Company ) will be held at Southeastern Bank, 15
Trade Street, Brunswick, Georgia 31525, on Wednesday, May 13, 2009 at 3:00 p.m. local time, for the following purposes:

1)  To elect six directors nominated by the Board of Directors (the Board ) to serve for one-year terms expiring at the next Annual
Meeting of Shareholders in 2010 or until their respective successors have been elected and qualified;

2)  To set 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 approve the appointment of independent auditors by the Audit Committee for the fiscal year 2009; and

4)  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 April 1, 2009 will be entitled to notice of and to vote at
the Meeting or any adjournment or postponement thereof.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SHAREHOLDER MEETING
TO BE HELD ON MAY 13, 2009: The Company s Proxy Statement, Summary Annual Report, and Form 10-K are available at
www.cfpproxy.com/5022.

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.
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By Order of the Board of Directors,

/s/ Wanda D. Pitts

WANDA D. PITTS, Secretary
April 23, 2009

IMPORTANT: Whether or not you plan to attend the Meeting, please complete, sign, date, and return the enclosed proxy as soon as
possible 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 North Way Street
Darien, Georgia 31305

912.437.4141

PROXY STATEMENT

ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD ON WEDNESDAY, MAY 13, 2009

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 Shareholders of the Company (the Meeting ) to be held at Southeastern Bank, 15 Trade Street,
Brunswick, Georgia, on Wednesday, May 13, 2009 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 April 23, 2009.

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 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: (i) signing and returning another proxy with a later date; (ii) giving written notice of
revocation of the shareholder s proxy to the Secretary of the Company prior to the Meeting at the address below; or (iii) voting in person at the
Meeting. 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 North Way Street, Darien, Georgia 31305, if by courier. The presence of a shareholder at
the Meeting will not automatically revoke such shareholder s proxy.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SHAREHOLDER MEETING
TO BE HELD ON MAY 13, 2009: The Company s Proxy Statement, Summary Annual Report, and Form 10-K are available at
www.cfpproxy.com/5022.

TI ECURITIES AND PRINCIPAL HOLDER
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Shareholders of record at the close of business on April 1, 2009 will be entitled to one vote for each share then held. As of April 1, 2009, the
Company had 3,158,331 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 a 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 Meeting are required to take most other
actions.
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If your shares are held in a brokerage account or by another nominee, you are considered the beneficial 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 a quorum is present or affect the outcome of any proposals presented.

The following table sets forth the number and percent of shares of Common Stock beneficially owned as of April 1, 2009 by: (i) each director,
nominee, and executive officer (as defined below under Executive Compensation ); (ii) 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 ). Except as otherwise indicated in the footnotes to the table, the Company believes that the individuals listed each have sole voting
and investment power with respect to such shares.

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 North Way Street, Darien, Georgia 31305.

Includes
Options
Total Percent Exercisable
Beneficial of within 60

Name of Beneficial Owner Ownership(® Ownership Days®

Directors, Nominees, and Executive Officers:

Alyson G. Beasley® 826,919 26.18

Leslie H. Blair® 8,340 *

David H. Bluestein®® 17,700 *

Cornelius P. Holland, I11® 9,456 @

Alva J. Hopkins, 1T 34,398 1.09

John C. Houser 100 i

A. Wade Strickland® 10,105 *

All Directors, Nominees, and Executive Officers as a group (7 persons) 907,018 28.72

Other Principal Shareholder(s):

William Downey® 183,414 5.81

* Less than 1% of outstanding shares of Common Stock.

(1) Based on 3,158,331 shares of Common Stock outstanding on April 1, 2009. The Company does not have any stock options exercisable
within 60 days includible in this total.

(2) Pursuant to Securities and Exchange ( SEC ) Rule 13d-3, persons are deemed to beneficially own shares that are the subject of stock options
exercisable within 60 days. The Company first granted incentive stock options in July 2008; as these options will not become exercisable
until July 2009 due to vesting requirements, no amounts are shown in this column. Non-employee directors of the Company are not
eligible for stock option grants under the current program.

(3) 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.

(4) Includes 3,000 shares owned by Mr. Blair s spouse, who has sole voting and investment power over such shares.
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(5) Includes 3,045 shares owned by Mr. Bluestein s spouse, who has sole voting and investment power over such shares.

(6) Includes 1,542 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.

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

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

(9) 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 2008.

PROPOSALS ONE AND TWO - ELECTI F DIRECTOR;

A Board consisting initially of six directors will be elected at the Meeting for one-year terms expiring at the next Annual Meeting of
Shareholders in 2010 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. If, at the time of the Meeting, any of the nominees should be unable or unwilling to serve, the proxies are authorized to vote

for such substitute nominee, or nominees, as the Board recommends. The Board has no reason to believe any nominee will be unavailable to

serve as a director. 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 ). In determining a director s independence, the
Board pays particular attention to a director s affiliation with management and any credit relationships that may exist with the director or a
related interest. Transactions with directors and related persons are further discussed on page 20.

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.

No other persons were nominated. Therefore, you may not vote your proxy for the election of a person to fill a directorship who is not named in
this Proxy Statement. Directors are elected to serve only one-year terms; accordingly, all directors will be subject to re-election at the next
Annual Meeting.

THE BOARD RECOMMENDS THAT SHAREHOLDERS VOTE FOR ALL NOMINEES.
Nominees for Directorship

The table on the next page sets forth certain information with respect to each nominee for election to the Board. Except for Mr. Holland and
Ms. Beasley, none of the nominees or directors is employed by the Company or its bank subsidiary.
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Director
Name and Principal Occupation Age Since
Alyson G. Beasley 41 1999
Vice President and Treasurer of the Company
Controller, Southeastern Bank
Treasurer, SBC Financial Services, Inc. (inactive)
Leslie H. Blair 69 1978
Vice President, Gowen Timber Company, Inc.
David H. Bluestein 67 1984
Retired, Bluestein s Supermarket, Inc.
Cornelius P. Holland, III 53 1997
President and Chief Executive Officer of the Company
President and Chief Executive Officer, Southeastern Bank
President, SBC Financial Services, Inc. (inactive)
Alva J. Hopkins, III 56 1978
President, Toledo Manufacturing Company, Inc.
A. Wade Strickland, M.D.(D 70 2005

Cardiologist, Jones, Strickland & Certain

(1) Inaccordance with age provisions in the Company s Bylaws, Dr. Strickland will be ineligible for nomination in 2010.

There are no family relationships among the Director nominees, executive officers, or principal shareholders of the Company. All directors have
served continuously since their respective election. The Company s Bylaws require directors to retire from the Board the year following their 70
birthday unless an officer of the Company, in which case retirement can be deferred until such director no longer serves as an officer.

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 TO SET THE NUMBER OF
DIRECTORS AT NINE.
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, 2008, the Board
held 5 meetings. Except for Mr. Hopkins, all the Company s directors attended at least 75% of Board and committee meetings, including active
subsidiary Board and committee meetings, on which they served. Mr. Hopkins attended all Company Board, subsidiary Board, and
Compensation Committee meetings but only 67% of Audit Committee meetings in 2008.

The Executive Committee 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 between Board meetings. The committee can exercise the authority of the
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full Board, except it cannot approve or propose to shareholders any action that lawfully must be approved by shareholders; fill
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vacancies on the Board or any committee; amend the Articles of Incorporation; adopt, amend, or repeal the Bylaws; or approve a dissolution,
merger, or sale of all or substantially all of the Company s assets. The Executive Committee held one meeting during 2008.

The Board of Southeastern Bank, the Company s bank subsidiary, meets monthly, and its Executive Committee, normally once a month. All
members of the Company s Board also serve on the Southeastern Bank Board. The Southeastern Bank Board held 12 meetings during 2008.
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
Committee held 12 meetings in 2008.

Messrs. Hopkins and Bluestein and bank-only director Jerry W. Harper, all of whom are considered independent under NASD rules, are the only
members of the joint Audit Committee of the Company and Southeastern Bank. The Audit Committee appoints, compensates, retains, and
directly oversees the work of the Company s independent auditors subject to shareholder ratification. The Audit Committee is charged with
monitoring the integrity of the Company s financial statements; the independence and qualifications of its independent auditors; the Company s
system of internal controls; the performance of the Company s internal audit process and independent auditors; and the Company s compliance
with laws, regulations, and codes of conduct. The Audit Committee also resolves any disagreements between management and the auditors
regarding financial reporting. It pre-approves all audit services and permitted non-audit services provided to the Company by its independent
auditors. It also performs other related duties as defined in its written charter, a copy of which is located on the bank subsidiary website at
www.southeasternbank.com or available in print to any shareholder upon request to the Secretary, Southeastern Banking Corporation, P.O. Box
455, Darien, GA 31305. The Board has determined that Mr. Harper meets the definition of Audit Committee financial expert for the joint
Committee as defined by the SEC s rules and regulations. The Audit Committee Report on the Company s financial statements for the year ended
December 31, 2008 is located on page 19. The Audit Committee held 6 meetings in 2008.

The Compensation Committee of Southeastern Bank is responsible for approving the compensation arrangements for the Company s executive
officers. It is also responsible for oversight and administration of the 2006 Stock Option Plan (the Stock Option Plan ), the Employee
Profit-Sharing Plan (the Profit-Sharing Plan ), and various other employee benefits, as discussed further below. The committee also performs
other ancillary duties. The current members of the Compensation Committee are Messrs. Bluestein, Holland, Hopkins, and Strickland.

Mr. Holland is a non-voting member of the Committee. 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 shareholder of the
Company. To do so, a shareholder 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 Committee 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 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 2008, 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 2008.
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The Company expects, but does not require, directors to attend the Annual Meeting of Shareholders. Last year, all directors attended the Annual
Meeting.

Director Compensation

The Board determines the amount and form of director compensation. Procedures regarding the determination of director compensation are
similar to those used by the Compensation Committee for executive 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. 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 meeting 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. Non-employee directors do not participate in employee benefit programs that provide
incentive compensation, including equity incentives, or retirement benefits.

No fees are paid to directors employed by the Company and its subsidiaries for their attendance at any Board or committee meetings. In 2008,

two of the Company s directors also served as employees of the bank subsidiary. Cornelius P. Holland, III served as President and Chief
Executive Officer ( CEO ), and Alyson G. Beasley, as Vice President and Controller; their compensation is discussed in the Executive
Compensation section of this Proxy Statement. Additionally, R. Lanier Miles, an Executive Vice President of Southeastern Bank, served on the
bank subsidiary Board. In 2008, compensation for Mr. Miles totaled $57,220. This compensation consisted of a base salary of $50,545 and all

other compensation of $6,675. Contributions to the Profit-Sharing Plan, which includes a 401(k) match, comprised $6,006 of all other
compensation and automobile use & miscellaneous, $623 and $46, in 2008, respectively. Mr. Miles is not eligible to participate in the Company s
Annual Incentive Plan due to his part-time status. Additionally, he was not granted any stock option awards under the Stock Option Plan in

2008. The Annual Incentive Plan (the AIP ) and the Stock Option Plan are more fully described in the Executive Compensation section of this
Proxy Statement.

Director Compensation Table

Fees Earned or All Other
Name®) Paid in Cash Compensation® Total
Leslie H. Blair $ 16,600 $ 16,600
David H. Bluestein $ 19,850 $ 19,850
Alva J. Hopkins, III $ 13,200 $ 13,200
A. Wade Strickland $ 11,650 $ 11,650

(1) Does not include employee directors. Amounts paid Mr. Holland and Ms. Beasley are reported in the Summary Compensation Table;
amounts paid bank-only director Miles are reported in the narrative above.

(2) No non-employee director received perquisites or personal benefits in excess of $10,000 in 2008.

Corporate Governance

In addition to the discussion of director independence and other matters in the foregoing sections, refer to Corporate Governance from Part II of
the Company s Annual Report on Form 10-K for the fiscal year ended December 31, 2008 for more details on the Company s corporate
governance practices.
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Shareholder Communications with Directors

Shareholders or other interested parties wishing to contact the Board or a specified director(s) or committee of the Board should send
correspondence to the Secretary of Southeastern Banking Corporation, P.O. Box 455, 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(s) or committee if so
designated by such person. Anyone who wishes to communicate with a specific Board member(s) or committee should send instructions asking
that the material be forwarded to the director(s) or to the appropriate committee chairman.

EXECUTIVE MPENSATI
Executive Officers

Executive officers are elected annually by the Board. The table below sets forth the name of each executive officer of the Company and its
subsidiaries as of December 31, 2008 and the principal positions and offices he or she holds with the Company. Unless otherwise indicated, each
of these officers has served as an executive officer of the Company or its bank subsidiary for at least five years.

Name Information about Executive Officers
Cornelius P. Holland, IIT President and CEO of the Company. Mr. Holland is also Chairman, CEO, 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 45.

Alyson G. Beasley Vice President and Treasurer of the Company. Ms. Beasley is also Controller and Assistant Secretary of
Southeastern Bank with responsibility for various finance-related functions and Treasurer of SBC Financial
Services, Inc.

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 Committee 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 a manner consistent with stated compensation strategy and applicable regulatory requirements. The Committee also oversees
certain other employee benefits, including the Stock Option Plan and the Profit-Sharing Plan. The bank Board appoints each member of the
Committee and has determined that each member other than Mr. Holland is independent 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 all components of executive officer compensation, including base salary, bonuses, and long-term incentives,
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 historically,
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
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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.

The Compensation Committee has, over the last 2 years, taken the following actions:

Reviewed incentive compensation arrangements with executive officers to ensure that these arrangements do not encourage
executive officers to take unnecessary risks that may threaten the Company s value;

Made no AIP bonus payments to executive or other officers based on 2008 performance; and

In 2009, eliminated annual merit-based or other salary increases and bonuses for all employees, except in connection with a
promotion.
In October 2008, the United States Department of the Treasury announced the Capital Purchase Program ( CPP ) under the Emergency Economic
Stabilization Act of 2008 ( EESA ) pursuant to which it would purchase senior preferred stock and warrants from participating financial
institutions. Although the Company opted not to apply for the CPP, the Company is aware that legislation and regulation promulgated under
EESA and related legislation may eventually affect compensation practices of non-CPP institutions.

COMPENSATION DISCUSSION AND ANALYSIS
Introduction

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

Evaluation of cash compensation;

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

Assessment of stock-based compensation plan;

Consideration of the value of benefit plans;

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

Analysis of whether compensation is aligned with the interests of shareholders;
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Consideration of the value of any special benefits and perquisites; and

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 but also fair from a shareholder s perspective. Although approved by the shareholders at the
Annual Meeting in June 2007, no awards were granted under the Stock Option Plan until 2008. The Committee expects stock-based
compensation to comprise a higher percentage of total compensation going forward. The Committee and the Board believe that stock-based
compensation will better align the interests of executive and other senior officers with the long-term interests of shareholders.

Executive Compensation Philosophy

The Company has designed a compensation framework to drive financial performance and increase shareholder value. The principles of this
framework include:

Pay should align with performance.
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Pay should be competitive with the marketplace.

Pay should be at risk to align with shareholder return.

Compensation should comply with applicable legal and regulatory limits.

Objectives of Executive Compensation

The objectives of the Company s executive compensation program are to:

Attract and retain quality leadership;

Encourage improvement in individual and business performance; and

Recognize the importance of improving shareholder value.

Decisions Regarding Composition of Total Compensation

The Company provides a mix of pay elements to align executive incentives with shareholder value. The compensation program has historically
focused primarily on short-term compensation; however, as discussed above, stock options, which constitute long-term compensation, became
part of overall compensation in 2008. Stock options better align executives interests with shareholders interests and maintain focus on the
Company s long-term performance. The use of stock options subjects executive officers to downside risk related to the Company s performance
and thus affects their overall compensation. Due to the elimination of AIP in 2008 and 2009 and also, the decline in stock price which makes the
exercise of any current options unlikely, total direct compensation for executive officers is presently comprised entirely of base salary. The
ranges for the elements of CEO compensation are set forth below:

Base Salary: Ranges from approximately 45% to 100% of total direct compensation
Short-Term Incentives: Range from approximately 0% to 40% of total direct compensation
Long-Term Incentives: Range from approximately 0% to 15% of total direct compensation
For the other executive officers, compensation is allocated as follows:

Base Salaries: Range from approximately 69% to 100% of total direct compensation
Short-Term Incentives: Range from approximately 0% to 21% of total direct compensation
Long-Term Incentives: Range from approximately 0% to 10% of total direct compensation

Total direct compensation comprises base salaries plus short-term and long-term incentives. As discussed earlier, the Company s ability to offer
incentive pay may be curtailed in the future.

Executive Compensation Program Overview

The Company s executive compensation program has four components:
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Base salary;

Short-term (annual) cash incentives;

Long-term incentives; and

Benefits.
A brief description of these components and related programs follows:

1. Base Salary

Base salaries are paid to attract and retain talented executives. The level of base salary paid depends mostly on an executive s experience, duties,
and scope of responsibility. The Committee generally determines annual increase to base salary based upon an individual s performance and/or
changed responsibilities. Base salary is generally targeted at peer median to be competitive. Base salary directly affects the size of AIP awards,
because AIP awards are calculated as a percent of base salary. Base salary also affects the level of benefits, including retirement contributions
and life insurance coverage.
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For 2008, the Committee reviewed appropriate market data and approved a 4.20% merit increase to Mr. Holland s base salary effective
February 1, 2008. Mr. Houser and Ms. Beasley received merit increases of 4.50% and 4.00%, respectively, also effective February 1, 2008. For
2009, the Committee eliminated salary increases for all employees, including executive officers, except in connection with a promotion.

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 AIP ) 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 teamwork.
All executive and other full-time officers participate in the AIP. 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 generally targets annual bonus at market median practice for
expected levels of performance, with upside opportunities for superior performance. The size of AIP also affects contributions to the
Profit-Sharing Plan, as further discussed below. Awards earned under the AIP are generally 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;

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

The Committee s determination of the extent to which the goals were 