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UNITED STATES DEPARTMENT OF THE TREASURY
1500 PENNSYLVANIA AVENUE, NW
WASHINGTON, D.C. 20220

Dear Ladies and Gentlemen:

The company set forth on the signature page hereto (the “Company™) intends to issue the
number of shares of a series of its preferred stock set forth on Schedule A hereto (the “CDCI
Preferred Shares™) to the United States Department of the Treasury (the “Investor”) in exchange
for the number of shares of preferred stock previously acquired by the Investor pursuant to the
Company’s participation in the Troubled Asset Relief Program Capital Purchase Program set
forth on Schedule A (the “CPP Preferred Shares™).

The purpose of this letter agreement is to confirm the terms and conditions of the
exchange. Except to the extent supplemented or superseded by the terms set forth herein or in
the Schedules hereto, the provisions contained in the Exchange Agreement — Standard Terms
attached hereto as Exhibit A (the “Exchange Agreement”) are incorporated by reference herein.
Terms that are defined in the Exchange Agreement are used in this letter agreement as so
defined. In the event of any inconsistency between this letter agreement and the Exchange
Agreement, the terms of this letter agreement shall govern.

Each of the Company and the Investor hereby confirms its agreement with the other party
with respect to the issuance by the Company of the CDCI Preferred Shares and the exchange of
the “Preferred Shares” for the CPP Preferred Shares pursuant to this letter agreement and the
Exchange Agreement on the terms specified on Schedule A hereto.

This letter agreement (including the Schedules hereto), the Exchange Agreement
(including the Annexes thereto) and the Disclosure Schedules (as defined in the Exchange
Agreement) constitute the entire agreement, and supersede all other prior agreements,
understandings, representations and warranties, both written and oral, between the parties, with
respect to the subject matter hereof. This lefter agreement constitutes the “Letter Agreement”
referred to in the Exchange Agreement.

This letter agreement may be executed in any number of separate counterparts, each such
counterpart being deemed to be an original instrument, and all such counterparts will together
constitute the same agreement. Executed signature pages to this letier agreement may be
delivered by facsimmile and such facsimiles will be deemed as sufficient as if actual signature
pages had been delivered.
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in witness whereof, this letter agreement has been duly executed and delivered by the

duly authorized representativ

Date:

AUG - 6 2010

Exchange —
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es of the partios hereto as of the date written below.

UNITED STATES DEPARTMENT G?
THE TREASURY

by &«W Vémﬁ%

Name: Herbert M. Allison Jr. /
Title: Assistant Secretary for Fi

COMPANY: Southern Bancorp. Inc.

By:

Name: Phillip N. Baldwin
Title: Chief Executive Officer



In witness whereof, this letter agreement has been duly executed and delivered by the
duly authorized representatives of the parties hereto as of the date written below.

Date: pn_,(c:)(,u)“' (p : 2010
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UNITED STATES DEPARTMENT OF
THE TREASURY

By:

Name:
Title:

COMPANY: Southern Bancorp. Inc.

IR T AL

Name: Phillib N. Baldwin
Title: Chief Executive Officer
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EXCHANGE AGREEMENT — STANDARD TERMS
Recitals:

WHEREAS, the United States Department of the Treasury (the “Igvestor”) has
purchased shares of preferred stock or bas acquired shares of preferred stock through the exercise
of warrants or the exchange of other securities (collectively, fhe “CPP Preferred Stock™) from
eligible fipancial institutions which elected 1o participate in the Troubled Asset Relief Program
Capital Purchase Program (“CPP”);

WHEREAS, the Investor may from time to time agree {0 exchange the shares of CPP
Preferred Stock it received from eligible financial institutions that participated in CPP for newly
‘ssued shares of preferred stock (“CDCI Preferred Stock™ from such eligible financial
institutions to the extent they elect 10 participate in the Community Development Capital
Initiative (“CDCI™);

WHEREAS, an eligible financial institution electing 10 participate in the CDCI and
exchange CPP Preferred Stock for CDCI Preferred Stock shall enter into 2 letter agreement (the
«] etter Agreement”) with the Investor which incorporates this Exchange Agreement — Standard
Terms (the eligible financial institution identified in the Letter Agreement, the “Company” );

WHEREAS, the Company issued the CPP Preferred Stock (or warrants exercised to
acquire the CPP Preferred Stock or the securities exchanged for the CPP Preferred Stock)
pursuant to that certain Securities Purchase Agreement — Standard Terms incorporated into 2
letter agreement, dated as of the date set forth on Schedule A to the Letter Agreement (the “CPP
Signing Date™), as amended from time to time, between the Company and the Investor (the “CPP
Securities Purchase Agreement”);

WHEREAS, the Company agrees to support the availability of credit and financial
services to underserved populations and communities in the United States to promote the
expansion of small businesses and the creation of jobs in such populations and communities;

WHEREAS, the Company agrees 10 work diligently, under existing and any future
programs, o modify the terms of residential mortgages as appropriate to strengthen the health of
the U.S. housing market;

WHEREAS, the Company intends to issue the pumber of shares of the series of its CDCI
Preferred Stock set forth on Qchedule A to the Letter Agreement (the “CDCI Preferred Shares™)
to the Investor in exchange for (the “Exchange”) the number of shares of the CPP Preferred
Stock set forth on Schedule A to the Letter Agreement (the “CPP Preferred Shares™); and

WHEREAS, the Exchange will be governed by this FExchange Agreement — Standard
Terms and the Letter Agreement, including the schedules thereto (the “Schedules™), specifying
additional terms of the Exchange. This Exchange Agreement — Standard Terms (including the
Annexes hereto) and the Letter Agreement (including the Schedules thereto) are together referred
to as this “Agreement”. All references in this Exchange Agreement — Standard Terms to
“Sehedules” are to the Schedules attached to the Letter Agreement.



NOW, THEREFORE, in consideration of the premises, and of the representations,
warranties, covenants and agreements set forth herein, the parties agree as follows:

ARTICLEI

THE CLOSING: THE EXCHANGE OF CDCIL PREFERRED STOCK FOR CPP
PREFERRED STOCK

Section 1.1 The CDCI Preferred Stock. The CDCI Preferred Shares ar€ being
issued to the Investor in the Exchange pursuant o Article I hereof. The CPP Preferred Shares
exchanged for the CDCI Preferred Shares pursuant 0 Article IT hereof are being reacquired by
the Company and shall have the status of authorized but unissued shares of preferred stock of the
Company undesignated as to series and may be designated of redesignated and issued oOr
reissued, as the case may be, as part of any series of preferred stock of the Company; provided
that such shares shall not be reissued as shares of CPP Preferred Stock.

Section 1.2 The Closing. (2) On the terms and subject to the conditions set forth in
this Agreement, the closing of the Exchange (the «“Closing™) will take place at the location
specified in Schedule A, at the time and on the date set forth in Schedule A or as soon 85
practicable thereafter, or at such other place, time and date as shall be agreed between the
Company and the Investor. The time and date on which the Closing occurs 1s referred to in this
Agreement as the “Closing Date™.

(b) Subject 10 the fulfillment or waiver of the conditions to the Closing in this Section
1.2, at the Closing (i) the Company will deliver the CDClL Preferred Shares to the Investor, as
evidenced by one or more certificates dated the Closing Date and registered in the name of the
Investor or its designee(s) and (ii) the Investor will deliver the certificate representing the CPP
preferred Shares to the Company.

(c) The obligation of the Investor to consummate the Exchange is also subject to the
fulfillment (or waiver by the Investor) at or pror o the Closing of each of the following
conditions:

(1) (A) any approvals or authorizations of all United States and otber
govemmental, regulatory OF judicial authorities (collectively, «Governmental Entities™)
required for the consumination of the Exchange shall have been obtained or made in form
and substance Teasonably satisfactory to each party and shall be in full force and effect
and all waiting periods required by United States and otber applicable law, if any, shall
have expired and (B) no provision of any applicable United States or other law and no
judgment, injunction, order Of decree of any Governmental Entity shall prohibit
consummation of the Exchange as contemplated by this Agreement;

(i) (A)the representations and warranties of the Company set forth in Article
III of this Agreement chall be true and correct in all respects as though made on and as of
the Closing Date (other than representations and warranties that by their terms speak as of
another date, which representations and warranties shall be true and correct in all respects
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as of such other date) and (B) the Company shall have performed in all respects all
obligations required to be performed by it under this Agreement at Of prior to the
Closing;

(i)  the Company shall have delivered to the Investor a certificate signed on
behalf of the Company by a Senior Executive Officer certifying to the effect that the
conditions set forth in Section 1.2(c)(ii) have been satisfied, in substantially the form
attached hereto as ANDex A

(iv) the Company chall have duly adopted and filed with the Secretary of State
of its jurisdiction of organization or other applicable Governmental Entity an amendment
to its certificate oI articles of incorporation, articles of association, Of similar
organizational document (“Charter”) in substantially the form attached hereto as ADnex B
(the “New Certificate of Designations”) and the Company shall have delivered to the
Investor a copy of the fled New Certificate of Designations with appropriate evidence
from the Secretary of State of other applicable Governmental Entity that the filing has
been accepted, or if a filed copy is unavailable, a certificate signed on bebalf of the
Company by a Senior Executive Officer ce ifying to the effect that the filing of the New

Certificate of Designation has been accepted, 10 substantially the form attached hereto as
Annex A,

(v} the Company shall have delivered to the Investor, a certificate signed on
behalf of the Company by a Senior Executive Officer certifying to the effect that the
Charter and bylaws of the Company delivered to the Imvestor pursuant to the CPP
Securities Purchase Agreement remain true, complete and correct, in substantially the
form attached herefo as Annex A; to the extent that the Charter and bylaws of the
Company delivered t0 the Investor pursuant to the CPP Securities Purchase Agreement
are no longer true, correct and complete, prior t0 the Closing Date, the Company shall
deliver to Investor true, complete and correct certified copies of any amendments Of
supplements to the Charter or bylaws of the Company or the documentation necessary 0
make the Charter or bylaws of the Company delivered to the Investor true, correct and
complete as of the Closing Date;

(vi) (A) the Company shall have effected such changes to its compensation,
honus, incentive and other benefit plans, arrangements and agreements (including golden
parachute, severance and employment agreements) (collectively, “Bepefit Plans™) with
respect to its Senjor Executive Officers and any other employee of the Company or Its
Affiliates subject 10 Qection 111 of the Emergency Economic Stabilization Act of 2008,
as amended by the American Recovery and Reinvestment Act of 2009, or otherwise from
time to time (“EESA”), as implemented by any guidance, rule or regulation thereunder,
as the same shall be in effect from time 10 time (collectively, the “Compensation
Regulations™) (and to the extent necessary for such changes to be legally enforceable,
each of its Semior Executive Officers and other employees shall have duly consented in
writing to such changes), as may be necessary, during the period in which any obligation
of the Company arising from financial assistance ander the Troubled Asset Relief
Program Temains outstanding (such period, a5 it may be further described in the
Compensation Regulations, the “Relevant Period™), in order to comply with Section 111
of EESA or the Compensation Regulations and (B) the Investor shall have received a




certificate signed on bebalf of the Company by & Senior Executive Officer certifying to
the effect that the condition set forth in Section 1.2(c)(vi)(A) bas been satisfied, In
substantially the form attached hereto as Annex A:

(vii) the Company chall have delivered to the Tnvestor, a written waiver from
each of the Company’s Sepior Executive Officers and any other employee of the
Company required to nave delivered a waiver to Investor pursuant to Section 1.2(&)(v) of
the CPP Securities Purchase Agreement (each, a «CPP Waiver”) and, to the extent that
any Senior Executive Officer or any other employee of the Company or its Affiliates that
are subject to Section 111 of EESA did not deliver a CPP Waiver, the Company shall
cause each such Semior Executive Officer or other employee to have delivered to the
[nvestor a written waiver in ihe form attached hereto as Annex D releasing the Investor
and the Company from any claims that such Semior Executive Officer or other employee
may otherwise have as 2 result of the modification of, or the agreement of the Company
hereunder to modify, the terms of any Benefit Plans with respect to its Senior Executive
Officers or other employees 10 eliminate any provisions of such Benefit Plans that would
not be in compliance with the requirements of Qection 111 of EESA as implemented by
the Compensation Regulations;

(viti) the Company chall have delivered to the Investor a written opinion from
counsel to the Company (which may be internal counsel), addressed to the Investor and
dated as of the Closing Date, in substantially the form attached hereto as Annex C;

(ix) the Company chall have delivered certificates in proper form Of, with the
prior consent of the Investor, evidence of shares in book-entry form, evidencing the
CDCI Preferred Shares to the Investor or its designee(s);

(x)  the Company and the Company Subsidiaries shall have taken all necessary
action to ensure that the Company and the Company Subsidiaries and their executive
officers, respectively, are in compliance with (i) all guidelines put forth by the Investor
with respect to transparency, reporting and monitoring and (ii) the provisions of EESA
and any federal law respecting EESA, including the Employ American Workers Act
(Section 1611 of Division A, Title %1 of the American Recovery and Reinvestment Act
of 2009), Public Law No. 111-5, effective as of February 17, 2009, and all rules,
regulations and guidance issued thereunder;

(xi)  the Company chall have delivered to the Iovestor, a copy of the
Disclosure Schedule on or prior to the date of the Letter Agreement (the “Signing Date™)
and, to the extent that any information set forth on the Disclosure Schedule needs to be
updated or supplemented 10 make it true, complete and correct as of the Closing Date, (1)
the Company shall bave delivered to the Investor an update to the Disclosure Schedule
(the “Disclosure Update™), setting forth any information necessary to make the
Disclosure Schedule true, correct and complete as of the Closing Date and (1i) the
Investor, in its sole discretion, shall bave approved the Disclosure Update, provided,
however, that the delivery and acceptance of the Disclosure Update shall not limit or
affect any rights of or remedies available to the Investor;

(xii) the Company shall have delivered to the Investor prior to the Signing Date
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either (i) a true, complete and correct certified copy of each CDFI Certification
Application that each Certified Entity submitied to the Community Development
Financial Institution Fund (the “Fund”) in conmection with its certification as a CDFI
along with any updates to the CDFI Certification Application necessary to make it true,
complete and correct as of the Signing Date or (ii), to the extent a copy of the CDFI
Certification Application that any Certified Entity submitted to the Fund in connection
with its certification as a CDFI is not available, a newly completed CDF1 Certification
Application with respect to such Certified Entity true, complete and correct as of the
Signing Date (the CDFI Certification Application delivered to the Investor pursuant to
this Section 1.2(c)(xii), the «DFI Application™), and, to the extent any information set
forth in the CDFI Application Is not true, complete and correct 2s of the Closing Date, the
Company shall have Jelivered to the Investor an update 1o the CDFI Application (the
«CDFI_Application Update”), setting forth any information necessary to make the
information set forth in the CDFI Application true, correct and complete as of the Closing
Date; and

(xiti) CPP/CDCI Securities. The Company shall have paid to Investor all
unpaid dividends or :nterest due on the CPP Preferred Shares for the fiscal quarter prior
io the Closing Date plus the accrued and unpaid dividends or interest due on the CPP
Preferred Stock as of the Closing Date for the fiscal quarter in which the Closing shall
OCCUI.

ARTICLE II

EXCHANGE

Section 2.1  Exchanege. On the terms and subject to the conditions set forth in this
Agreement, the Company agrees to issue the CDCI Preferred Shares 1o the Investor in exchange
for CPP Preferred Shares, and the Investor agrees to deliver the Company the CPP Preferred
Shares in exchange for the CDCI Preferred Shares.

Section 2.2  Exchange Documentation. Settlement of the Exchange will take place
on the Closing Date, at which time the Investor will cause delivery of the CPP Preferred Shares
to the Company or its designated agent and the Company will cause delivery of the CDCI
Preferred Shares to the Investor or its designated agent.

ARTICLE 11

REPRESENTATIONS AND WARRANTIES OF THE COMPANY

Except as Previously Disclosed, the Company represents and warrants to the Investor that
as of the Signing Date and as of the Closing Date (or such other date specified herein) that:

Section 3.1  Existence and Power.

(a) Oreanization. Authority and Siemificant Subsidiaries. The Company has
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been duly incorporated and is validly existing and in good standing under the laws of its
jurisdiction of organization, with the necessary pOwer and authority to own, operate and lease its
properties and to conduct its business in all material respects as it is being currently conducted,
and except as has pot, individually or in the aggregate, had and would not reasomably be
expected to have a Company Material Adverse Effect, has been duly qualified as a2 foreign
corporation for the transaction of business and is in good standing under the laws of each other
jurisdiction m which it owns or leases properties or conducts any business so as 10 require such
qualification; each Certified Entity (if not the Company) and each subsidiary of the Company
that would be considered a “gippificant subsidiary” within the meaning of Rule 1-02(w) of
Regulation §-X under the Securities Act of 1933 (the “Securities Act™), has been duly organized
and is validly existing in good standing under the laws of ifs jurisdiction of organization. The
Charter and bylaws of the Company and each Certified Entity (if not the Company), copies of
which have been provided to the Investor prior to the Signing Date, are true, complete and
correct copies of such documents as in full force and effect as of the Signing Date and as of the
Closing Date.

(o)  Capitalization. The authorized capital stock of the Company, and the
outstanding capital stock of the Company (including securities convertible into, or exercisable or
exchangeable for, capital stock of the Company) as of the most recent fiscal month-end
preceding the Signing Date (the “(gpitalization Date™) is set forth on Schedule B. The
outstanding shares of capital stock of the Company have been duly authorized and are validly
issued and outstanding, fully paid and nonassessable, and subject to no preemptive rights (and
were not issued in violation of any preemptive rights). As of the Signing Date, the Company
does not have outstanding any securjties or other obligations providing the holder the right to
acquire common stock of the Company (“Common Stock™) or other capital stock that is not
reserved for issuance as specified on Schedule B, and the Company has not made any other
commitment to authorize, issue Of sell any Common Stock or other capital stock. Since the
Capitalization Date, the Company has not issued any shares of Common Stock or other capital
stock other than (i) shares issued upon the exercise of stock options or delivered under other
equity-based awards or other convertible securities or warrants which were issued and
outstanding on the Capitalization Date and disclosed on Schedule B and (ii) shares disclosed on
Schedule B. Each holder of 5% or more of any class of capital stock of the Company and such
holder’s primary address are set forth on Schedule B.

Section 3.2  CDCI Preferred Shares. The CDCI Preferred Shares have been duly and
validly authorized by all necessary action, and, when issued and delivered pursuant to this
Agreement, such CDCI Preferred Shares will be duly and validly issued and fully paid and
nonassessable, will not be issued in violation of any preemptive rights, and will rank pari passu
or senior to all other series or classes of CDCI Preferred Stock, whether or not designated, issued
or outstanding, with respect to the payment of dividends and the distribution of assets in the
event of any dissolution, liquidation or winding up of the Company.

Section 3.3 Community Development Financial Institution Status: Domestic
Ownership.

()  The Company, collectively with all of its « A ffiliates” (within the meaning of 12
C.F.R. 1805.104) satisfies the requirements of 12 C.F.R. 1805.200(b).
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(b) Fach Certified Entity (A) is a regulated community development financial
institution (a “CDEI”) currently certified by the Fund of the United States Department of the
Treasury pursuant to 12 C.F.R. 1805.201(a) as having satisfied the eligibility requirements of the
Fund’s Community Development Financial Institutions Program and (B) satisfies the eligibility
requirements for a CDFI set forthin 12 CFR 1805.201(bY(1) — (6).

(c) The Company is not a Bank Holding Company, Savings and Loan Holding
Company, bank or savings association controlled (within the meaning of the Bank Holding
Company Act of 1956 (12 U.S.C. 1841(2)(2)) and 12 CFR. 225(a)(i) in the case of Bank
tolding Companies and banks and the Home Owners’ Loan Act of 1933 (12 U.S.C. 1467a
(a)(2)) and 12 CER. 583.7 in the case of Savings and Loan Holding Companies and savings
associations) by a foreign bank or company.

Section 3.4  Authorization and Enforceability. (a) The Company has the corporate
power and authority to execute and deliver this Agreement and to carry out its obligations
hereunder (which includes the issuance of the CDCI Preferred Shares). The execution, delivery
and performance by the Company of this Agreement and the consummation of the transactions
contemplated hereby have been duly authorized by all necessary corporate action on the part of
the Company and its stockholders, and no further approval or authorization is required on the
part of the Company. This Agreement is & valid and binding obligation of the Company
enforceable against the Company in accordance with its terms, subject to any limitations by
applicable bankrupicy, insolvency, reorganization, moratorium or similar laws affecting the
enforcement of creditors’ rights generally and general equitable principles, regardiess of whether
cuch enforceability is considered in a proceeding at law or in equity (“Bankruptcy Exceptions™).

(b) The execution, delivery and performance by the Company of this Agreement and
the consummation of the transactions contemplated hereby, and compliance by the Company
with the provisions hereof, will not (A) violate, conflict with, or result in a breach of any
provision of, or constitute a default (or an event which, with notice or lapse of time or both,
would constitute a default) under, or result in the termination of, or accelerate the performance
required by, or result in a right of termination or acceleration of, or result in the creation of, any
lien, security interest, charge of encumbrance upon any of the properties or assets of the
Company or any subsidiary of the Company of Certified Entity (if not the Company) (each
subsidiary or Certified Entity, a «Company Subsidiary” and, collectively, the “Company
Sybsidiaries™) under any of the terms, conditions or provisions of (i) its organizational
documents or (ii) any note, bond, mortgage, indenture, deed of trust, license, lease, agreement or
other instrument or obligation to which the Company or any Company Subsidiary is a party or by
which it or any Company Subsidiary may be bound, or to which the Company oI any Company
Subsidiary or any of the properties or assets of the Company or any Company Subsidiary may be
subject, or (B) subject to compliance with the statutes and regulations referred to in the next
paragraph, violate any statute, rule or regulation or any judgment, ruling, order, writ, injunction
or decree applicable to the Company or any Company Subsidiary or any of their respective
properties or assets except, in the case of clauses (A)(ii) and (B), for those oCCUITENCES that,
individually or in the aggregaie, have not had and would not reasonably be expected to have 2
Company Material Adverse Effect.

() Other than the filing of the New Certificate of Designations with the Secretary of
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State of its jurisdiction of organization or other applicable Governmental Entity, such filings and
approvals as are required to be made or obtained under any state “blue sky” laws and such as
have been made or obtained, no notice to, filing with, exemption or review by, or authorization,
consent or approval of, any Governmental Entity is required to be made or obtained by the
Company in conpection with the consummation by the Company of the Exchange except for any
such notices, filings, exemptions, IeViews, authorizations, consents and approvals the failure of

which to make or obtain would not, individually or in the aggregate, reasonably be expected to
have a Company Material Adverse Effect.

Section 3.5  Anti-Takeover Provisions and Rights Plan. The Board of Directors of
the Company (the «Board of Directors”) has taken all pecessary action to ensure that the
transactions contemplated by this Agreement and the consummation of the transactions
contemplated hereby, will be exempt from any anti-takeover or similar provisions of the
Company’s Charter and bylaws, and any other provisions of apy applicable “moratorium’,
“contro} share”, “fair price”, “interested stockholder” or other anti-takeover laws and regulations

of any jurisdiction.

Section 3.6 No Company Material Adverse Effect. Since the CPP Signing Date, no
fact, circumstance, event, change, occuiTence, condition or development has occurred that,
individually or in the aggregate, has had or would reasonably be expected to have a Company
Material Adverse Effect, except as disclosed on Schedule C.

Section 