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MISSION STATEMENT

To serve, in a fair, balanced, and superior
manner, the interest of shareholders,
customers, employees, and the public through
adherence to high standards of financial
soundness, exemplary customer service,
employee professionalism, business ethics,
corporate citizenship, and profitability.

ABOUT US

South Atlantic Bancshares, Inc.

(OTCQX: SABK) is a registered bank holding
company based in Myrtle Beach, South
Carolina, with $1.9 billion in total assets.
The Company’s banking subsidiary, South
Atlantic Bank, is a full-service financial
institution spanning the entire coastal area
of South Carolina.

South Atlantic Bank was organized in 2007 to
meet the unique financial needs of businesses
and consumers in the coastal communities we
serve. The Bank's founders recognized that
the growing number of larger regional banks in
the market had created an opportunity for a
locally owned and operated community

bank to succeed.

The Bank operates 12 offices in Myrtle Beach,
North Myrtle Beach, Murrells Inlet, Pawleys
Island, Georgetown, Mount Pleasant,
Charleston, Bluffton, Beaufort, Summerville,
and Hilton Head Island, South Carolina.

Services include a full range of consumer and
commercial banking products, including
treasury management and digital banking. The
Bank also offers no-fee ATM access, checking,
CD and money market accounts, merchant

services, mortgage loans, remote deposit

capture, and more.

For additional information, visit:
southatlantic.bank.




Selected Financial Highlights

FOR THE YEARS ENDED DECEMBER 31, 2025 plop 2 2023
For the year

Total Revenue ) 102,253,072 93,279,465 74,137,289
Net Income 16,167,217 10,055,392 10,018,682
Book Value Per Share $ 17.76 15.03 13.54
Per common share

Basic Earnings Per Share $ 2.14 1.33 1.33
Diluted Earnings Per Share 2.10 1.31 1.32
Common Stock Closing Price $ 19.75 15.94 12.75
Financial ratios (%)

Return on Average Assets 0.88 0.58 0.66
Return on Average Equity 13.08 9.28 10.44
Net Interest Margin RWA0) 2.78 2.96
Efficiency Ratio 64.03 71.30 70.87
At December 31

Total Assets $ 1,919,636,298 1,787,150,133 1,622,249,684
Total Loans 1,466,440,401 1,338,904,047 1,184,187,056

Allowance for Credit Loss
Deposits
Shareholders’ Equity

Weighted Average Common Shares
Outstanding - Basic

Total Loans
(in millions)

Net Income
(in millions)

$1,466.4
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11,698,341
1,460,653,573
113,769,010
7,588,455

Total Deposits
(in millions)

$1,554.3

$1,460.7
$1,294.1

$1,216.8

$1,082.1
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10,360,427
1,294,096,537
102,953,920
7,548,410

Total Assets
(in millions)

$1,916.8
$1,787.2
$1,622.2
$1,409.6

$1,232.0



TO OUR SHAREHOLDERS,

Reflecting on the past year, Lam proud and grateful
for what we have accomplished together at South
Atlantic Bank. 2025 stands as a testament to our
collective commitment and hard work. Qur teams
focus on sustainable, profitable growth achieved
results across the board, and I am pleased to share
our outstanding performance.

We delivered a record 60.8 percent increase in net
income in 2025, with earnings of $2.10 per diluted
common share. This exceptional performance gives
us strong momentum for 2026, thanks to the solid
foundation built over recent years and the ongoing
strength of our coastal franchise.

2025 Financial Highlights

Net income totaled $16.2 million for the twelve
months ended December 31, 2025, a year-over-year
increase of $6.1 million, or 60.8 percent, when
compared to net income of $10.1 million for the
twelve months ended December 31, 2024

Total assets increased $132.5 million to $1.9
billion during the year ended December 31, 2025,
an increase of 7.4 percent, from December 31, 2024

Total loans grew $127.5 million in the twelve months
ended December 31, 2025, an increase of 9.5 percent
over December 31, 2024

Total deposits grew $93.7 million in the twelve
months ended December 31, 2025, an increase of
6.4 percent over December 31, 2024

Tangible book value per share (non-GAAP)
increased $2.75, or 19.2 percent, during 2025 to
$17.05 as of December 31, 2025

Return on Assets (ROA) reached 1.02 percent in the
fourth quarter, the highest level in the Company’s
history, demonstrating that we are growing and
creating real value for our shareholders while
positioning the bank for sustainable success in the
years ahead.

We continue to see excellent credit quality in
our markets, with 0.0 percent of loans past due
as of December 31, 2025. We are dedicated to
performance and prioritize quality in lending,

approving only solid opportunities even when market
demand could have supported faster expansion.

We will closely monitor credit quality amid ongoing
economic uncertainty and the unknown impact of
monetary policy across our market areas.

A consistently strong efficiency ratio is a priority, and
through effective management, disciplined expense
control, and the benefits of scale, our efficiency ratio
improved to 60.0 percent in the fourth quarter. This
improvement is notable given that construction costs
for our new office were incurred during the year.
Expense control will remain a focus as we continue
building growth, profitability, and shareholder value.

Our stock price increased 23.9 percent in 2025, with
a steady rise from $15.94 to $19.75 by year-end,
accompanied by higher trading volume. We were
pleased to that announce a fourth consecutive annual
cash dividend of $0.10 was paid to shareholders in
February 2026.

The Company announced and was active in a new
stock repurchase program in June 2025, which
benefited earnings per share and shareholder
value. It also signaled confidence in the Company’s
long-term strategic plans.

Mortgage income increased 43.1 percent for the year.
To support affordable housing in our communities,
we were proud to partner with the Federal Home
Loan Bank of Atlanta to provide Habitat for Humanity
of Horry County with $200,000 in grant funds.
These funds support Habitat’s mission of addressing
the local housing crisis by increasing access to
homeownership for families in need.

We enter 2026 with strong momentum and a
disciplined approach to growing our asset base.

We operate in the nation’s fastest-growing areas.
The Myrtle Beach metropolitan area had the
third-fastest-growing population in the nation, and
Jasper County, near our Hilton Head and Bluffton
offices, was the nation’s third-fastest-growing
county, according to 2024 Census Bureau statistics.
As part of our growth plan, we have the capacity to
continue our robust asset growth organically within
our current footprint. We also remain open to new
growth opportunities that align with our values and
long-term vision for responsible expansion.



We celebrated the opening of our new, permanent
Carnes Crossroads office in Summerville, South
Carolina, last July. The booming area surrounding
the branch is experiencing rapid development,
creating opportunities to grow our customer
base, support local businesses, and better

serve the community’s needs.

Each office contributed to our strong results in
the highly competitive markets where we operate.
Charleston achieved 50 percent deposit growth,
while our Pawleys Island and Murrells Inlet
offices remained first in deposit market share

in their markets. Our teams have a complete
understanding of our local markets, where
businesses see seasonal fluctuations in cash
flow. We meet the needs of the business
community with personalized, tailored services,
creating an advantage that larger banks find
difficult to match.

Having the right team of bankers in place has
been key to our success from day one. Recruiting,
developing, and retaining talent who represent

our values is vital. Carrie Harris, who has headed
our Human Resources department since 2016,
was promoted to Executive Vice President, Chief
Human Resources Officer in May. She has been an
integral part of our employee development process
and growth as the bank has tripled in asset size
during her tenure, and she is a welcome addition
to the executive management team.

To support our growth, we created new leadership
positions this year, hiring a Director of Treasury
Services to help us offer advanced treasury
solutions and support our commercial clients with
confidence, and a Lowcountry Market Executive
to oversee lenders and offices in the Hilton Head,
Bluffton, and Beaufort markets.

Customer support is crucial as the risks associated
with fraud and cyber threats have grown
significantly. Fraud prevention is a critical priority
for us, and we have launched new initiatives to
protect customer data in a growing, complex
threat environment through training, technology,
rapid response, and ongoing customer education.
In 2025, our dedicated team prevented more than
$640,000 in fraud losses for our customers.

We began 2026 by nominating Jason Caskey for
our Board of Directors. He serves as President
and Chief Executive Officer of the University

of South Carolina Foundations, is a certified
public accountant, and previously spent 28 years
providing audit and advisory services to financial
institutions across the Southeast with Elliott
Davis. We are fortunate to have his leadership
skills and financial expertise to help guide our
growing franchise.

2025 was a record year for the Company, marked
by a 60.8 percent rise in net income, $1.9 billion
in total assets, and a 23.9 percent stock price
increase. Our achievements reflect the hard work
and dedication of our entire organization. While
every new year brings challenges, we will continue
to monitor developments in deposit insurance
and stablecoin regulations. As we begin 2026,
with government deregulation easing pressure on
the banking industry alongside strong economic
growth in our coastal markets, | am optimistic
about what lies ahead.

We are determined and excited to continue
building on our momentum and seizing new
opportunities. | sincerely thank you for your
continued trust and support.

Chairman of the Board,
Chief Executive Officer



Community

As we celebrate a record year for the Company,
we also mark a year of growth and service to the
communities of coastal South Carolina. We will
continue to build strong connections and focus on
local priorities.

At South Atlantic Bank, we are proud of the roots
we’ve put down in the coastal communities we call
home. From the vision of local leaders in 2007, our
bank was founded to meet the unique financial needs
of both businesses and consumers along South
Carolina’s coast. Our founders recognized what our
growing communities needed as larger banks moved
into the market. Local businesses and families needed
a bank that shares their priorities and values.

Reflecting our values, the “Expect More” theme
featured in our advertising is more than a slogan—it’s
a call to action. Customers deserve a financial partner
who understands the region and can build a banking
solution that’s tailor-made for their business. Our
bankers are nearby and ready with the answers, so
valuable time isn’t wasted, or opportunities lost.

‘A great community
bank does more
than manage finances;

it helps build

stronger, more
resilient communities.”

In 2025, we expanded our financial literacy programs,
supported local nonprofits, sponsored youth

sports, and participated in community revitalization
projects. Our employees volunteered to support local
organizations, embodying our mission to serve not just
as bankers, but as trusted partners and neighbors.

With this in mind, we are proud to provide accessible
and feasible financial resources to the community.
Through our First-time Homebuyer program with

the Federal Home Loan Bank of Atlanta’s (FHLBank
Atlanta) Affordable Housing Program, our mortgage
lenders helped 50 eligible clients achieve the dream of

buying their first home by providing access to down
payment and closing cost assistance.

We partnered with the FHLBank Atlanta Heirs’
Property Family Wealth Protection Program to
administer a $200,000 grant to the Lowcountry
Legal Volunteers in Beaufort. Our Beaufort market
executive serves on the LCLV board and coordinated
the grant that supports the organization’s important
mission of helping families protect and preserve
generational wealth through estate planning, legal
education, and documentation services.

By providing a community development grant to

the GoVa Foundation, we launched a partnership to
provide free digital financial education webinars and
resources to military families in our service areas
spanning the South Carolina coast. We are honored
to have the opportunity to support military members
with essential financial resources and look forward
to this program’s positive impacts.

Our team has a vested interest in making each of our
communities a better place to live and work through
financial guidance and community engagement. We
have started strong in our new Carnes Crossroads
office. It is in a fantastic location and brings a valuable
opportunity to grow our franchise. Our local bankers
are dedicated to making a difference by building

client relationships and supporting the growing
neighborhoods, thriving small businesses, and diverse
industries in the Summerville market.

As technology changes, our customers’ expectations
change too. We work to continually improve the
customer experience by investing in new technology
to deliver secure, easy-to-use digital platforms that
make banking simpler, faster, and safer. This allows
our customers to manage their finances anytime and
anywhere, while still enjoying the personalized service
that sets us apart. From mobile check deposit to online
account applications, technology not only provides
customers with convenient and reliable tools but also
improves our efficiency.

We are focused on improving operational efficiency
by relying on the talent and dedication of our existing
staff. This approach allows us to find innovative ways
to meet our growing needs without increasing our
team size. Promoting from within lets us recognize
and reward the hard work and potential of our team
members, ensuring that our leadership reflects the



strengths of our organization. Our internal training
programs empower employees to expand their skills
and take on new challenges, driving both personal
and professional growth. These efforts underscore
how much we value our employees and the important
role they play in our success.

Our operational strength has also been recognized by
Newsweek for the third consecutive year, as we were
were honored to be named one of “America’s Best
Regional Banks and Credit Unions.”

We have business continuity plans to help us remain
resilient during crises and keep our operations
running in the face of natural disasters, cybersecurity
incidents, or system failures. To minimize disruptions,
we regularly assess risks to spot potential threats and
maintain recovery strategies.

Protecting our clients' financial information from fraud
is vitally important to us. To mitigate risks, we have
strong security measures in place and provide ongoing
cybersecurity training for our staff. These efforts
include additional training and awareness, multi-factor
authentication, verification steps, regular audits and
monitoring, as well as crisis management and incident

Team SAB sports their bank jerseys during Employee

Appreciation Week.

response plans. We also keep customers informed
about current fraud threats in the banking industry
through regular updates and alerts, helping them to
safeguard their finances.

2025 was a year of great success for our bank. We
welcomed new customers, grew our assets, and
expanded in new coastal markets. This growth is

not just about numbers. It’s about building stronger
relationships, supporting local businesses, and helping
families reach their goals.

Looking to the future, we are excited to keep growing
with the customers and communities who make
coastal South Carolina a special place to call home.
We are grateful for your trust and partnership, and we
work hard to keep earning it every day. Together, we
will keep raising expectations and exceeding them.

At the Carnes Crossroads office ribbon cutting ceremony, we

celebrated alongside Berkeley and Dorchester County officials.

In the Beaufort market, a $200,000 grant was proudly presented to

Lowcountry Legal Volunteers, made in partnership with FHLB Atlanta.
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Leadership

CORPORATE OFFICERS AND REGIONAL EXECUTIVES

Karen Atwood-Lowrance
Senior Vice President
Director of Construction and
Commercial Loan Support

Kelly L. Byrd

Senior Vice President
Director of IT/Project
Management

Candace L. Cherry
Senior Vice President
Corporate Liaison

Michelle A. Coletta
Senior Vice President
Director of Retail Banking

Tiffany Crawford
Senior Vice President
Retail Banking Leader

Melissa K. Downs-High
Senior Vice President
Director of Risk Management

Charles W. Fisher, IlI
Senior Vice President
Commercial Relationship
Manager

Peter M. Insabella
Senior Vice President
Director of Mortgage Banking

Drew S. Johnson
Senior Vice President
Waccamaw Neck Market
Executive

Christian D. Kata
Senior Vice President
Beaufort Market Executive

Molly Keen
Senior Vice President
Towne Centre Market Executive

Donald G. Kyzer
Senior Vice President
Director of Corporate Services

Walter N. Lawson, III
Senior Vice President
Commercial Relationship
Manager

Danielle Martin-Ebert
Senior Vice President
Director of Mortgage Operations

Marcus G. McDowell
Senior Vice President
North Myrtle Beach
Market Executive

Mark C. Mercuri
Senior Vice President
Commercial Relationship
Manager

Wesley M. Neese
Senior Vice President
Director of Treasury Services

Bryan K. Newton
Senior Vice President
Commercial Relationship
Manager

Adam M. Paskanik
Senior Vice President
Mortgage Loan Officer

Paul E. Peeples
Senior Vice President
Myrtle Beach Market Executive

Jennifer L. Peters
Senior Vice President
Director of Internal Audit

Derick R. Powers
Senior Vice President
Credit Risk Officer

Allison P. Stout

Senior Vice President
Director of Accounting and
Finance

Alan Uram
Senior Vice President
Charleston Market Executive

Michelle A. Ward
Senior Vice President
Director of Deposit Operations

John C. Ward
Senior Vice President
Lowcountry Market Executive

Wilson G. Wicker
Senior Vice President
Murrells Inlet Market Executive



Leadership

DIRECTORS — SOUTH ATLANTIC BANCSHARES, INC., AND SOUTH ATLANTIC BANK

James Carson Benton, Jr.
Co-Owner and Operator
Osprey Marina

Thomas C. Brittain
Attorney at Law
Brittain Law Firm, P.A.

R. Jason Caskey
President,

Chief Executive Officer
University of South Carolina
Foundations

Tony K. Cox
Retired
Burroughs and Chapin Company

Miles M. Herring
Commercial Real Estate
Management and Development

Martha S. Lewis
Physical Therapist

R. Scott Plyler
President
South Atlantic Bank

Albert A. Springs, IV
Co-Owner and President
H.B. Springs Company

Jack L. Springs, Jr.
Co-Owner/Broker
Century 21 Barefoot Realty

Michael C. Tawes, Sr.
Partner
Valbridge Property Advisors

Edgar L. Woods
President/Owner

Palmetto Grain Brokerage, LLC
President Performance AG, LLC

K. Wayne Wicker
Chairman of the Board,
Chief Executive Officer
South Atlantic Bank

EXECUTIVE OFFICERS

C. Alec Elmore
Executive Vice President
Chief Credit Officer

Carrie S. Harris
Executive Vice President Chief
Human Resources Officer

Matthew H. Hobert
Executive Vice President
Chief Financial Officer

Lenwood B. Howell
Executive Vice President
South Coast Regional Executive

Travis A. Minter
Executive Vice President
Chief Operating Officer

Kenneth M. Pickens
Executive Vice President
Credit Risk Officer

R. Scott Plyler
President

Mary Jo Rogers
Executive Vice President
Chief Lending Officer

John W. Rowe Il
Executive Vice President
Chief Banking Officer

Daniel F. Siau
Executive Vice President
North Coast Regional Executive

K. Wayne Wicker
Chairman of the Board,
Chief Executive Officer



STOCK INFORMATION

The common stock of South Atlantic Bancshares, Inc.,

is listed on the OTCQX® Best Market under the symbol
SABK. To find current financial disclosures and real-time
level 2 quotes for South Atlantic Bancshares, Inc., visit
www.otcmarkets.com and enter the symbol SABK.

ANNUAL MEETING

The Annual Meeting of Shareholders of South Atlantic
Bancshares, Inc., will take place on Tuesday, April 28, 2026,
at 4:00 p.m. at the Bank’s office at:

3990 River Oaks Drive
Myrtle Beach, SC 29579

REGISTRAR AND TRANSFER AGENT
Broadridge Shareholder Services
P.O. Box 1342

Brentwood, NY 11717-0718
shareholder@broadridge.com
303.562.9275 or 888.789.8606

CORPORATE COUNSEL
Hunton Andrews Kurth LLP
2200 Pennsylvania Avenue NW
Washington, DC 20037

INDEPENDENT ACCOUNTANTS
Elliott Davis LLC

2151 Pickens Street, Suite 200
Columbia, SC 29201

South Atlantic Bancshares, Inc.
630 29th Avenue North
Myrtle Beach, SC 29577

southatlantic.bank

843.839.0100

@) /southatlanticbank
@southatlanticbank

m /company/south-atlantic-bank

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This document contains, among other things, certain statements about future events that constitute forward-looking
statements within the meaning of the Private Securities Litigation Reform Act of 1995, including, without limitation,
statements regarding the effects of the ongoing COVID-19 pandemic, statements with references to a future period or

statements preceded by, followed by, or that include the words “may,” “could,” “should,” “would,” “believe,
outlook,” or similar terms or expressions. These statements are based

”» “eXpeCt,” “il’ltend,” “ ” »

“estimate, plan,” “project,

”

anticipate,”

upon the current beliefs and expectations of the Company’s management team and are subject to significant risks and
uncertainties that are subject to change based on various factors (many of which are beyond the Company’s control).
These risks, uncertainties, and other factors may cause the actual results, performance, and achievements of the
Company to be materially different from the anticipated future results, performance, or achievements expressed in,

or implied by, the forward-looking statements. Although the Company believes that the assumptions underlying the
forward-looking statements are reasonable, any of those assumptions could prove to be inaccurate. Therefore, the
Company can give no assurance that the results contemplated in the forward-looking statements will be realized. The
inclusion of this forward-looking information should not be construed as a representation by the Company or any person
that the future events, plans, or expectations contemplated by the Company will be achieved, and readers are cautioned
not to place undue reliance on the forward-looking statements contained in this document. All subsequent written and
oral forward-looking statements attributable to the Company or any person acting on its behalf are expressly qualified
in their entirety by the cautionary statements above. Any forward-looking statements contained in this document are
made as of the date hereof, and the Company does not undertake any obligation to update any forward-looking
statement to reflect circumstances or events that occur after the date the forward-looking statements are made, except

as required by law.



Expect WM/&

from your bank.

South Atlantic Bancshares, Inc.

SOUTHATLANTIC.BANK

630 29th Avenue North
Myrtle Beach, South Carolina 29577
843.839.0100

MEMBER @
FDIC LENBER



South Atlantic Bancshares, Inc.
and Subsidiary

T ———T T

Report on Consolidated Financial Statements

As of and for the years ended December 31, 2025 and 2024



South Atlantic Bancshares, Inc. and Subsidiary
Contents

Page Intentionally Blank



|
South Atlantic Bancshares, Inc. and Subsidiary

Contents
Page
Independent AUItOr'S REPOIT ...........oooo i e et e e e et e e e e e bt e e e s e tteeeesbtaeeeebaeeesanbaeeesansaeanans 1-2
Consolidated Financial Statements
Consolidated Balance SHEETS ........uii ittt sttt e s e s be e e s b e sb e e e beeesareesreeeane 3
Consolidated Statements Of INCOME. ....cocuii it ettt e s b e e st e e sbe e sreesneeesareesaneeenns 4
Consolidated Statements of COMPrehensive INCOME .......iiiiiiiiiiiiec e e s sree e s sareee s 5
Consolidated Statements of Changes in Shareholders' EQUILY ......ccueviiiiiiiiiieeicieeeciec et 6
Consolidated Statements Of Cash FIOWS..........couiiiiiiiiiiieieieeete ettt s 7-8

Notes to Consolidated Financial StatemMeENtS.........covvviiiiiiiiiiii e 9-56



South Atlantic Bancshares, Inc. and Subsidiary
Contents

Page Intentionally Blank



Independent Auditor’s Report

Board of Directors
South Atlantic Bancshares, Inc.
Myrtle Beach, South Carolina

Opinion

We have audited the consolidated financial statements of South Atlantic Bancshares, Inc. (the “Company”),
which comprise the consolidated balance sheets as of December 31, 2025 and 2024, the related consolidated
statements of income, comprehensive income, changes in shareholders’ equity, and cash flows for the years
then ended, and the related notes to the consolidated financial statements (collectively, the “financial
statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2025 and 2024, and the results of its operations and its cash
flows for the years then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of the Company and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Company’s ability to continue as a
going concern within one year after the date that the financial statements are issued or available to be issued.

elliottdavis.com

“Elliott Davis" is the brand name under which Elliott Davis, LLC (doing business in North Carolina and D.C. as Elliott Davis, PLLC) and Elliott Davis Advisory, LLC and its
subsidiary entities provide professional services. Elliott Davis, LLC and Elliott Davis Advisory, LLC and its subsidiary entities practice as an alternative practice
structure in accordance with the AICPA Code of Professional Conduct and applicable law, regulations and professional standards. Elliott Davis, LLC is a licensed
independent CPA firm that provides attest services to its customers. Elliott Davis Advisory, LLC and its subsidiary entities provide tax and business consulting
services to their customers. Elliott Davis Advisory, LLC and its subsidiary entities are not licensed CPA firms. The entities falling under the Elliott Davis brand are each
individual firms that are separate legal and independently owned entities and are not responsible or liable for the services and/or products provided by any other
entity providing services and/or products under the Elliott Davis brand. Our use of the terms “our firm” and “we” and “us” and terms of similar import, denote the
alternative practice structure conducted by Elliott Davis, LLC and Elliott Davis Advisory, LLC.



Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not
a guarantee that an audit conducted in accordance with GAAS will always detect a material misstatement
when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control. Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the
financial statements.

In performing an audit in accordance with GAAS, we:
e Exercise professional judgment and maintain professional skepticism throughout the audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the financial
statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about the Company’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control-related matters
that we identified during the audit.

Other Information Included in the Annual Report

Management is responsible for the other information included in the Annual Report. The other information
comprises Selected Financial Highlights but does not include the financial statements and our auditor's report
thereon. Our opinion on the financial statements does not cover the other information, and we do not express
an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and
consider whether a material inconsistency exists between the other information and the financial statements,
or the other information otherwise appears to be materially misstated. If, based on the work performed, we
conclude that an uncorrected material misstatement of the other information exists, we are required to
describe it in our report.

Charleston, South Carolina
March 13, 2026



South Atlantic Bancshares, Inc. and Subsidiary
Consolidated Balance Sheets

December 31, 2025 and 2024

See Notes to Consolidated Financial Statements



South Atlantic Bancshares, Inc. and Subsidiary
Consolidated Statements of Income

For the years ended December 31, 2025 and 2024

See Notes to Consolidated Financial Statements



South Atlantic Bancshares, Inc. and Subsidiary
Consolidated Statements of Comprehensive Income
For the years ended December 31, 2025 and 2024

See Notes to Consolidated Financial Statements
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Consolidated Statements of Changes in Shareholders’ Equity

For the years ended December 31, 2025 and 2024

Accumulated

other
Common Stock Capital Retained comprehensive Treasury
Shares Amount surplus earnings income (loss) stock Total

Balance, December 31, 2023 7,605,854 7,605,854 71,692,097 48,710,873  (24,734,952) (319,952) 102,953,920
Net income - - - 10,055,392 - - 10,055,392
Other comprehensive income,

net of tax expense of $780,085 - - - - 1,750,062 - 1,750,062
Payment of dividends - - - (757,360) - - (757,360)
Proceeds from exercise of 969 969 9,990 - - - 10,959

stock options
Retirement of common stock (35,000) (35,000) (400,000) - - - (435,000)
Purchase of treasury stock - - - - - (425,776) (425,776)
Stock and warrant

compensation expense - - 193,063 - - - 193,063
Contribution of treasury stock

to KSOP plan - - - - - 423,750 423,750
Balance, December 31, 2024 7,571,823 $ 7,571,823 S 71,495,150 $ 58,008,905 $(22,984,890) $ (321,978) $ 113,769,010
Net income - - - 16,167,217 - - 16,167,217
Other comprehensive income,

net of tax expense of $2,004,736 - - - - 6,283,857 - 6,283,857
Payment of dividends - - - (747,805) - - (747,805)
Proceeds from exercise of 10,763 10,763 111,834 - - - 122,597

stock options
Proceeds from exercise of 13,310 13,310 86,635 - - - 99,945

warrants
Retirement of common stock (112,023) (112,023) (1,596,328) - - - (1,708,351)
Restricted Stock Awards granted 92,000 92,000 (92,000) - - - -
Purchase of treasury stock - - - - - (158,800) (158,800)
Stock and warrant

compensation expense - - 262,310 - - - 262,310
Contribution of treasury stock

to KSOP plan - - 12,463 - - 465,138 477,601
Balance, December 31, 2025 7,575,873 S 7,575,873 S 70,280,064 S 73,428,317 $(16,701,033) $ (15,640) S 134,567,581

See Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Note 1. Summary of Significant Accounting Policies

Organization:

South Atlantic Bancshares, Inc. was incorporated to serve as a bank holding company for its subsidiary, South
Atlantic Bank (the “Bank”, together referred to as the “Company”). The Bank commenced business on November
28, 2007. The principal business activity of the Bank is to provide banking services to domestic markets, principally
in Horry, Georgetown, Charleston, and Beaufort counties, South Carolina. The Bank is a state-chartered
commercial bank, and its deposits are insured by the Federal Deposit Insurance Corporation. The consolidated
financial statements include the accounts of the parent company and its wholly-owned subsidiary after
elimination of all significant intercompany balances and transactions. The Company operates as one business
segment.

Management's estimates:

The preparation of consolidated financial statements in conformity with accounting principles generally accepted
in the United States of America (GAAP) requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the dates of the
balance sheets and the statements of income for the periods covered. Actual results could differ from those
estimates.

Material estimates that are particularly susceptible to significant change relate to the determination of the
allowance for credit losses, including valuation allowances for individually evaluated loans, business combination
accounting, including valuation of goodwill and core deposit intangibles, the valuation of investment securities,
and the valuation of real estate acquired in connection with foreclosures or in satisfaction of loans. In connection
with the determination of allowances for credit losses on loans and foreclosed real estate, management obtains
independent appraisals for significant properties. Management must also make estimates in determining the
estimated useful lives and methods for depreciating premises and equipment.

While management uses available information to recognize losses on loans, future additions to the allowance may
be necessary based on forecasted changes in macroeconomic conditions. In addition, regulatory agencies, as an
integral part of their examination process, periodically review the Bank’s allowances for credit losses on loans.
Such agencies may require the Bank to recognize additions to the allowances based on their judgments about
information available to them at the time of their examination. Because of these factors, it is reasonably possible
that the allowances for credit losses may change materially in the near term.

Concentrations of credit risk:

Financial instruments, which potentially subject the Company to concentrations of credit risk, consist principally
of loans receivable, investment securities, federal funds sold and amounts due from banks.

The Company makes loans to individuals and small businesses for various personal and commercial purposes
primarily in Horry, Georgetown, Charleston, and Beaufort counties in South Carolina. Additionally, management
is not aware of any concentrations of loans to classes of borrowers or industries that would be similarly affected
by economic conditions.
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Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Concentrations of credit risk (continued):

In addition to monitoring potential concentrations of loans to particular borrowers or groups of borrowers,
industries and geographic regions, management monitors exposure to credit risk from concentrations of lending
products and practices such as loans that subject borrowers to substantial payment increases (e.g. principal
deferral periods, loans with initial interest-only periods, etc.) and loans with high loan-to-value ratios.
Management has determined that there is no concentration of credit risk associated with its lending policies or
practices. Additionally, there are industry practices that could subject the Company to increased credit risk should
economic conditions change over the course of a loan’s life. However, to offset this risk, the Company makes
variable rate loans and fixed rate principal-amortizing loans with maturities prior to the loan being fully amortized
(i.e. balloon payment loans usually five to seven years). These loans are underwritten and monitored to manage
the associated risks. Therefore, management believes that these particular practices do not subject the Company
to unusual credit risk.

The Company’s investment portfolio consists principally of obligations of the United States, its agencies or its
corporations and general obligation municipals. In the opinion of management, there is no concentration of credit
risk in its investment portfolio. The Company places its deposits and correspondent accounts with and sells its
federal funds to high quality institutions. Management believes credit risk associated with correspondent
accounts is not significant.

Cash and cash equivalents:

Cash and cash equivalents consist of cash and due from banks and interest-bearing cash with banks. Cash and
cash equivalents have maturities of three months or less. Accordingly, the carrying amount of such instruments is
considered a reasonable estimate of fair value. The Company is not subject to any cash reserve balances.

Securities available-for-sale:

Securities available-for-sale are carried at amortized cost and adjusted to estimated market value by recognizing
the aggregate unrealized gains and losses in a valuation account. Aggregate market valuation adjustments are
recorded in shareholders’ equity net of deferred income taxes. Unrealized losses on securities due to credit loss
factors are recognized when it is determined that present value of cash flows expected to be collected is less than
the amortized cost basis of the securities.

Interest income includes amortization of purchase premium or discount. Premiums and discounts on securities
are amortized on the level-yield method without anticipating prepayments, except for mortgage-backed securities
where prepayments are anticipated. Gains and losses on sale are recorded on the trade date and determined
using the specific identification method.

10
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Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Securities available-for-sale (continued):

For available-for-sale securities, management evaluates all investments in an unrealized loss position on a
quarterly basis, and more frequently when economic or market conditions warrant such evaluation. If the
Company has the intent to sell the security or it is more likely than not that the Company will be required to sell
the security, the security is written down to fair value and the entire loss is recorded in earnings. If either of the
above criteria is not met, the Company evaluates whether the decline in fair value is the result of credit losses or
other factors. In making the assessment, the Company may consider various factors including the extent to which
fair value is less than amortized cost, performance on any underlying collateral, downgrades in the ratings of the
security by a rating agency, the failure of the issuer to make scheduled interest or principal payments and adverse
conditions specifically related to the security. If the assessment indicates that a credit loss exists, the present value
of cash flows expected to be collected are compared to the amortized cost basis of the security and any excess is
recorded as an allowance for credit loss, limited by the amount that the fair value is less than the amortized cost
basis. Any amount of unrealized loss that has not been recorded through an allowance for credit loss is recognized
in other comprehensive income. Changes in the allowance for credit loss are recorded as provision for (or reversal
of) credit loss expense. Losses are charged against the allowance for credit loss when management believes an
available-for-sale security is confirmed to be uncollectible or when either of the criteria regarding intent or
requirement to sell is met. At December 31, 2025 and 2024, there was no allowance for credit loss related to the
available-for-sale portfolio. Accrued interest receivable on available-for-sale debt securities totaled approximately
$1.1 million and $0.9 million at December 31, 2025 and 2024, respectively, and was excluded from the estimate
of credit losses.

Securities held-to-maturity:

Securities held-to-maturity are carried at amortized cost adjusted for the amortization of premiums and the
accretion of discounts. In order to qualify as held-to-maturity, the Company must have the ability and intent to
hold the securities to maturity. Security transfers to the held-to-maturity classification are recorded at fair value
as of the date of transfer, which becomes the new cost basis for the securities held-to-maturity. Unrealized gains
or losses from the transfer of available-for-sale securities continue to be reported in cumulative other
comprehensive income and are amortized into earnings over the remaining life of the security.

Management measures expected credit losses on held-to-maturity debt securities on a collective basis by major
security type. Accrued interest receivable on held-to-maturity debt securities totaled approximately $717,000 at
December 31, 2025 and 2024 and was excluded from the estimate of credit losses. The estimate of expected credit
losses is primarily based on the ratings assigned to the securities by debt rating agencies and the average of the
annual historical loss rates associated with those ratings. The Company then multiplies those loss rates, as
adjusted for any modifications to reflect current conditions and reasonable and supportable forecasts as
considered necessary, by the remaining lives of each individual security to arrive at a lifetime expected loss
amount. The state and local governments securities held by the Company are highly rated by major rating
agencies, all bonds are investment grade, and no issuers are past due on payments. As a result, no allowance for
credit losses was recorded on held-to-maturity at December 31, 2025 and 2024.

11
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Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Nonmarketable equity securities:

Nonmarketable equity securities include the cost of the Company's investment in the stock of the Federal Home
Loan Bank, investment in TIB stock and investment in Wachesaw stock. The FHLB stock has no quoted market
value and no ready market exists. Investment in Federal Home Loan Bank stock is a condition of borrowing from
the Federal Home Loan Bank. At December 31, 2025 and 2024, the investment in Federal Home Loan Bank stock
was $7,044,000 and $5,882,300, respectively. Dividends received on the stock are included in interest income.

The investment in TIB stock was $22,500 at December 31, 2025 and 2024. The investment in Wachesaw stock
was approximately $15,000 at December 31, 2025 and 2024.

Mortgage loans held-for-sale:

The Bank’s mortgage activities are comprised of accepting residential mortgage loan applications, qualifying
borrowers to standards established by investors, funding residential mortgages, and selling mortgages to investors
under pre-existing commitments. The commitments to originate fixed rate mortgage loans and the commitments
to sell these loans to a third party are both derivative contracts. The fair value of these derivative contracts is
immaterial and has no effect on the recorded amounts in the financial statements. Funded residential mortgages
held temporarily for sale to investors are recorded at the lower of cost or estimated market value. Application and
origination fees collected by the Bank are recognized as income upon sale to the investor.

Loans receivable:

Loans are stated at their unpaid principal balance adjusted for any unamortized deferred fees and costs. Interest
income is accrued on the unpaid principal balance using the simple interest method and is recorded in the period
earned.

When serious doubt exists as to the collectability of a loan or when a loan becomes contractually 90 days past due
as to principal or interest, interest income is generally discontinued unless the estimated net realizable value of
collateral exceeds the principal balance and accrued interest. When interest accruals are discontinued, income
earned but not collected is reversed.

Loan origination and commitment fees and certain direct loan origination costs (principally salaries and employee
benefits) are deferred and amortized to income over the contractual life of the related loans or commitments,
adjusted for prepayments, using a method that approximates a level yield.

The Company identifies substandard loans through its normal internal loan review process. Loans on the
Company's problem loan watch list are considered potentially substandard loans. These loans are evaluated in
determining whether the borrower will be able to perform in accordance with the loan agreement. Loans are not
considered substandard if a minimal payment delay occurs and all amounts due, including accrued interest at the
contractual interest rate for the period of delay, are expected to be collected.

12
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Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Loans receivable (continued):

In future acquisitions, the Company may purchase loans, some of which have experienced more than insignificant
credit deterioration since origination. In those cases, the Company will consider internal loan grades, delinquency
status and other relevant factors in assessing whether purchased loans are purchase credit deteriorated (“PCD”).
PCD loans are recorded at the amount paid. An initial allowance for credit loss is determined using the same
methodology as other loans held for investment, but with no impact to earnings. The initial allowance for credit
loss determined on a collective basis is allocated to individual loans. The sum of the loan's purchase price and
allowance for credit loss becomes its initial amortized cost basis. The difference between the initial amortized cost
basis and the par value of the loan is a noncredit discount or premium, which is amortized into interest income
over the life of the loan. Subsequent to initial recognition, PCD loans are subject to the same interest income
recognition and impairment model as non-PCD loans, with changes to the allowance for credit loss recorded
through provision expense.

Allowance for Credit Losses — Held-to-Maturity Securities:

Management measures expected credit losses on held-to-maturity debt securities on a collective basis by major
security type. Accrued interest receivable on held-to-maturity debt securities is excluded from the estimate of
credit losses. The estimate of expected credit losses is primarily based on the ratings assigned to the securities by
debt rating agencies and the average of the annual historical loss rates associated with those ratings. The Company
then multiplies those loss rates, as adjusted for any modifications to reflect current conditions and reasonable
and supportable forecasts as considered necessary, by the remaining lives of each individual security to arrive at
a lifetime expected loss amount. The state and local governments securities held by the Company are highly rated
by major rating agencies, all bonds are investment grade, and no issuers are past due on payments.

Allowance for Credit Losses — Available-for-Sale Securities:

For available-for-sale securities, management evaluates all investments in an unrealized loss position on a
quarterly basis, and more frequently when economic or market conditions warrant such evaluation. If the
Company has the intent to sell the security or it is more likely than not that the Company will be required to sell
the security, the security is written down to fair value and the entire loss is recorded in earnings. If either of the
above criteria is not met, the Company evaluates whether the decline in fair value is the result of credit losses or
other factors.

In making the assessment, the Company may consider various factors including the extent to which fair value is
less than amortized cost, performance on any underlying collateral, downgrades in the ratings of the security by
a rating agency, the failure of the issuer to make scheduled interest or principal payments and adverse conditions
specifically related to the security. If the assessment indicates that a credit loss exists, the present value of cash
flows expected to be collected are compared to the amortized cost basis of the security and any excess is recorded
as an allowance for credit loss, limited by the amount that the fair value is less than the amortized cost basis. Any
amount of unrealized loss that has not been recorded through an allowance for credit loss is recognized in other
comprehensive income. Changes in the allowance for credit loss are recorded as provision for (or reversal of)
credit loss expense. Losses are charged against the allowance for credit loss when management believes an
available-for-sale security is confirmed to be uncollectible or when either of the criteria regarding intent or
requirement to sell is met.

13
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Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Allowance for Credit Losses — Loans:

The allowance for credit losses is a valuation account that is deducted from the loans' amortized cost basis to
present the net amount expected to be collected on the loans. Loans are charged off against the allowance when
management believes the uncollectibility of a loan balance is confirmed. Expected recoveries do not exceed the
aggregate of amounts previously charged-off and expected to be charged-off. Accrued interest receivable related
to loans totaled $5.5 and $4.8 million at December 31, 2025 and 2024, respectively, and was excluded from the
estimate of credit losses.

The allowance for credit losses represents management’s estimate of lifetime credit losses inherent in loans as of
the balance sheet date. The allowance for credit losses is estimated by management using relevant available
information, from both internal and external sources, relating to past events, current conditions, and reasonable
and supportable forecasts. The Company measures expected credit losses for loans on a pooled basis when similar
risk characteristics exist.

The Company has elected a non-discounted cash flow methodology with probability of default (“PD”) and loss
given default (“LGD”) for all call report code cohorts (“cohorts”). The PD calculation looks at the historical loan
portfolio at particular points in time (each month during the lookback period) to determine the probability that
loans in a certain cohort will default. A default is defined as a loan that has moved to past due 90 days and greater,
non-accrual status, or experienced a charge-off during the period. Currently, the Company’s historical data is
insufficient due to a minimal amount of default activity or zero defaults, therefore, management uses index PDs
comprised of rates derived from the PD experience of other community banks in place of the Company’s historical
PDs.

The LGD calculation looks at actual losses (net charge-offs) experienced over the entire lookback period for each
cohort of loans. The aggregate loss amount is divided by the exposure at default to determine an LGD rate. All
defaults (non-accrual, charge-off, or greater than 90 days past due) occurring during the lookback period are
included in the denominator, whether a loss occurred or not and exposure at default is determined by the loan
balance immediately preceding the default event (i.e. non-accrual or charge-off). Due to very limited charge-off
history, management uses index LGDs comprised of rates derived from the LGD experience of other community
banks in place of the Company’s historical LGDs.

The Company utilizes reasonable and supportable forecasts of future economic conditions when estimating the
allowance for credit losses on loans. The calculation includes a 12-month PD forecast based on the peer index
regression model comparing peer defaults to the national unemployment rate. After the forecast period, PD rates
revert on a straight-line basis back to long-term historical average rates over a 12-month period.

14
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Allowance for Credit Losses — Loans (continued):

Additionally, the allowance for credit losses calculation includes subjective adjustments for qualitative risk factors
that are likely to cause estimated credit losses to differ from historical experience. These qualitative adjustments
may increase or reduce reserve levels and include adjustments for changes to lending policies and procedures,
changes in economic and business conditions, experience and depth of management and staff, changes in value
of underlying collateral, changes in concentrations of credit, and other external factors, including regulatory, legal,
and competitive environments.

Loans that do not share risk characteristics are evaluated on an individual basis. When management determines
that foreclosure is probable and the borrower is experiencing financial difficulty, the expected credit losses are

based on the fair value of collateral at the reporting dated unadjusted for selling costs as appropriate.

Allowance for Credit Losses — Unfunded Commitments:

Financial instruments include off-balance sheet credit instruments, such as commitments to make loans and
commercial letters of credit issued to meet customer financing needs. The Company’s exposure to credit loss in
the event of nonperformance by the other party to the financial instrument for off-balance sheet loan
commitments is represented by the contractual amount of those instruments. Such financial instruments are
recorded when they are funded.

The Company records an allowance for credit losses on off-balance sheet credit exposures, unless the
commitments to extend credit are unconditionally cancelable, through a charge to provision for unfunded
commitments in the Company’s income statements. The allowance for credit losses on off-balance sheet credit
exposures is estimated by loan segment at each balance sheet date under the current expected credit loss model
using the same methodologies as portfolio loans, taking into consideration the likelihood that funding will occur
as well as any third-party guarantees. The allowance for unfunded commitments is included in other liabilities on
the Company’s consolidated balance sheets.

Goodwill and core deposit intangible:

In connection with business combinations, the Company records core deposit intangibles, representing the value
of the acquired core deposit base. Core deposit intangibles are amortized over their estimated useful lives ranging
up to 10 years.

Goodwill represents the excess of the purchase price over the fair value of the net identifiable assets acquired in
a business combination. The Company reviews the carrying value of goodwill on an annual basis and on an interim
basis if certain events or circumstances indicate that an impairment loss may have been incurred. An impairment
charge is recognized if the carrying value of the reporting unit’s goodwill exceeds the implied fair value. The
annual valuation is performed on December 31 of each year.

15
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Premises and equipment:

Premises, furniture and equipment are stated at cost, less accumulated depreciation. Depreciation expense is
computed by the straight-line method, based on the estimated useful lives for buildings and improvements of 40
years, for furniture and equipment of five to 10 years and for software of three years. Leasehold improvements
are amortized over the life of each respective lease. The cost of assets sold or otherwise disposed of and the
related allowance for depreciation are eliminated from the accounts and the resulting gains or losses are reflected
in the income statement when incurred. Maintenance and repairs are charged to current expense. The costs of
major renewals and improvements are capitalized.

Right of use operating lease assets and liabilities:

The Company determines if a lease is present at the inception of an agreement. Operating leases are capitalized
at commencement and are discounted using the Company’s FHLB borrowing rate for a similar term borrowing
unless the lease defines an implicit rate within the contract. Leases with original terms of less than 12 months are
not capitalized.

Right of use assets represent the Company’s right to use an underlying asset for the lease term and lease liabilities
represent the obligation to make lease payments arising from the lease. Operating lease right of use assets and
operating lease liabilities are recognized on the lease commencement date based on the present value of lease
payments over the lease term. No significant judgments or assumptions were involved in developing the
estimated operating lease liabilities as the Company’s operating lease liabilities largely represent future rental
expenses associated with operating leases and the borrowing rates are based on publicly available interest rates.

The lease term frequently includes options to extend or terminate the lease. These options to extend or terminate
are assessed on a lease-by-lease basis and adjustments are made to the right of use asset and lease liability if the
Company is reasonably certain that an option will be exercised and will be expensed on a straight-line basis. Right
of use assets and lease liabilities arising from operating leases are included within right of use operating lease
asset and lease liability, respectively, on the consolidated balance sheets.

Other real estate owned:

Other real estate owned includes real estate acquired through foreclosure. Other real estate owned is initially
recorded at fair value at the date of foreclosure less estimated costs of disposal, which establishes a new cost.
Any write-down to fair value at the time of transfer to foreclosed assets is charged to the allowance for credit
losses. After foreclosure, valuations are periodically performed by management with the property carried at the
lower of cost or fair value less estimated costs of disposal. Revenue and expense from the operations of foreclosed
assets and changes in the valuation allowances are included in net expenses from foreclosed assets in other
operating expenses.

16



|
South Atlantic Bancshares, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Federal Reserve Discount Window Advances:

The Company has established a line of credit with the Federal Reserve Bank’s Discount Window by pledging
securities as described within Note 8. As of December 31, 2025, the balance available for borrowing was $82.1
million with outstanding advances of $58.0 million. As of December 31, 2024, the balance available for borrowing
was $79.7 million with no outstanding balances.

Federal Reserve Bank Term Funding Program:

The Company had established a line of credit with the Federal Reserve Bank’s Bank Term Funding Program by
pledging securities as described within Note 8. As of December 31, 2024, the balance available for borrowing was
$61.6 million, with outstanding advances of $60.0 million. The advances were repaid during 2025.

Income taxes:

The Company accounts for income taxes in accordance with ASC 740, Income Taxes. Under ASC 740, deferred tax
assets or liabilities are computed based upon the difference between financial statement and income tax bases
of assets and liabilities using the enacted marginal tax rate. The Company provides a valuation allowance on its
net deferred tax assets where it is more likely than not such assets will not be realized.

The Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not the tax
position will be sustained on examination by the taxing authorities, based on the technical merits of the position.
The tax benefits recognized in the financial statements from such positions are then measured based on the
largest benefit that has a greater than 50% likelihood of being realized upon settlement. See Note 12 Income
Taxes for additional information. The Company records any penalties and interest attributed to uncertain tax
positions as a component of income tax expense.

Advertising expense:

Advertising and public relations costs are generally expensed as incurred. External costs incurred in producing
media advertising are expensed the first time the advertising takes place. External costs relating to direct mailing
costs are expensed in the period in which the direct mailings are sent.

Income per share:

Basic income per share represents income available to shareholders divided by the weighted-average number of
common shares outstanding during the period. Dilutive income per share reflects additional common shares that
would have been outstanding if dilutive potential common shares had been issued. The only potential common
share equivalents are those related to stock options and warrants. Stock options and warrants which are anti-
dilutive are excluded from the calculation of diluted net income per share. The dilutive effect of options and
warrants outstanding under the Company's stock compensation plan is reflected in diluted earnings per share by
the application of the treasury stock method. Retroactive recognition has been given for the effects of all stock
dividends.

17
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Stock-based compensation:

The Company accounts for stock options and warrants under the fair value recognition provisions of FASB ASC
718, Stock Based Compensation. Compensation expense is recognized as salaries and benefits in the consolidated
statements of income.

Revenue recognition:

In accordance with Topic 606, revenues are recognized when control of promised goods or services is transferred
to customers in an amount that reflects the consideration the Company expects to be entitled to in exchange for
those goods or services. To determine revenue recognition for arrangements that an entity determines are within
the scope of Topic 606, the Company performs the following five steps: (i) identify the contract(s) with a customer;
(i) identify the performance obligations in the contract; (iii) determine the transaction price; (iv) allocate the
transaction price to the performance obligations in the contract; and (v) recognize revenue when (or as) the
Company satisfies a performance obligation.

The Company only applies the five-step model to contracts when it is probable that the entity will collect the
consideration it is entitled to in exchange for the goods or services it transfers to the customer. At contract
inception, once the contract is determined to be within the scope of Topic 606, the Company assesses the goods
or services that are promised within each contract and identifies those that contain performance obligations, and
assesses whether each promised good or service is distinct. The Company then recognizes as revenue the amount
of the transaction price that is allocated to the respective performance obligation when (or as) the performance
obligation is satisfied.

Service charges on deposit accounts: The Company earns fees from its deposit customers for transaction-based,
account maintenance, and overdraft services. Transaction-based fees are recognized at the time the transaction
is executed as that is the point in time the Company fulfills the customer’s request. Overdraft fees are recognized
at the point in time that the overdraft occurs. Service charges on deposits are withdrawn from the customer’s
account balance.

Debit card income: The Company earns interchange fees from debit cardholder transactions conducted through
payment networks. Interchange fees from cardholder transactions represent a percentage of the underlying
transaction value and are recognized daily, with the transaction processing services provided to the cardholder.
Fees are recognized on a daily basis.

Merchant fee income: The Company earns fee revenue for credit card processing services. The Company provides
these services to merchant businesses and earns fee revenue as the merchant’s customers make purchases.

18



|
South Atlantic Bancshares, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Statement of cash flows:

For purposes of reporting cash flows in the financial statements, the Company considers certain highly liquid debt
instruments purchased with an original maturity of three months or less to be cash equivalents. Cash equivalents
include amounts due from banks, federal funds sold, and interest-bearing deposits. Generally, federal funds are
sold for one-day periods.

Changes in the valuation account of securities available-for-sale, including the deferred tax effects, are considered
non-cash transactions for purposes of the statement of cash flows and are presented in detail in the notes to the

consolidated financial statements.

Comprehensive income:

The Company reports comprehensive income in accordance with ASC 220, “Comprehensive Income.” The
standard requires that all items that are required to be reported under accounting standards as comprehensive
income be reported in a financial statement that is displayed with the same prominence as other consolidated
financial statements. The disclosure requirements have been included in the Company’s consolidated statements
of comprehensive income.

Off-balance-sheet financial instruments:

In the ordinary course of business, the Company enters into off-balance-sheet financial instruments consisting of
commitments to extend credit and letters of credit. These financial instruments are recorded in the financial
statements when they become payable by the customer.

Derivative financial instruments:

The Company is exposed to certain risks relating to its ongoing business operations and uses interest rate
derivatives as part of its asset-liability management strategy to help manage its interest rate risk position. The
Company records all derivative assets and liabilities on the consolidated balance sheets at fair value. The
accounting for changes in the fair value of derivatives depends on the intended use of the derivative, whether the
Company has elected to designate a derivative in a hedging relationship and apply hedge accounting and whether
the hedging relationship has satisfied the criteria necessary to apply hedge accounting in accordance with ASC
815, Derivatives and Hedging. The Company currently has derivatives that are designated as qualifying hedging
relationships. There are no other derivatives that are not designated as qualifying hedging relationships.

Changes in fair value of the Company’s cash flow hedges are recognized in AOCI and reclassified to earnings in the
period during which the hedged transaction affects earnings and is presented in the same income statement line
item as the earnings effect of the hedged item. For fair value hedges, the gain or loss on the derivative as well as
the offsetting gain or loss on the hedged item are recognized in current earnings as fair value changes. The change
in fair value of the hedged item is recorded as a basis adjustment to the hedged assets or liabilities.

Reclassifications:

Certain prior year amounts have been reclassified to conform with the current year presentation. These
reclassifications had no effect on the previously reported results of operations or shareholders’ equity.
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Segment Reporting

The Company has determined that all of its banking divisions and subsidiaries meet the aggregation criteria of ASC
280, Segment Reporting, as its current operating model is structured whereby banking divisions and subsidiaries
serve a similar base of primarily commercial clients utilizing a company-wide offering of similar products and
services managed through similar processes and platforms that are collectively reviewed by the Company’s Chief
Executive Officer, who has been identified as the chief operating decision maker (“CODM”).

The CODM regularly assesses performance of the aggregated single operating and reporting segment and decides
how to allocate resources based on net income calculated on the same basis as is net income reported in the
Company’s consolidated statements of income and other comprehensive income. The CODM is also regularly
provided with expense information at a level consistent with that disclosed in the Company’s consolidated
statements of income and other comprehensive income.

Recently issued accounting pronouncements:

The following ASUs have been issued by FASB and may impact the Company's financial statements in future
reporting periods.

In December 2023, the FASB issued guidance for public business entities to disclose additional information in
specified categories with respect to the reconciliation of the effective tax rate to the statutory rate (the rate
reconciliation) for federal, state, and foreign income taxes. It also requires greater detail about individual
reconciling items in the rate reconciliation to the extent the impact of those items exceeds a specified threshold.
For public business entities, the amendments are effective for annual periods beginning after December 15, 2024.
The amendments should be applied on a prospective basis. Retrospective application is permitted. Adoption of
this update as of January 1, 2025 did not have a material impact on the consolidated financial statements; see
Note 12 for disclosures required by this update.

In November 2024, the FASB issued guidance for public business entities regarding disclosures of certain costs and
expenses. This standard requires disclosure of specified information about certain costs and expenses, including
employee compensation, depreciation, intangible asset amortization, depreciation, and selling expenses. For
public business entities, the amendments are effective for annual periods beginning after December 15, 2026.
Early adoption is permitted. The Company is evaluating what impact this new standard will have on its financial
statements.

In November 2025, the FASB issued guidance for public business entities regarding accounting for purchased
loans. The update expands the population of acquired financial assets subject to the gross-up approach in Topic
326 to include acquired seasoned loans without credit deterioration (excluding credit cards). This guidance is
effective for annual periods beginning after December 15, 2026, and interim reporting periods within those annual
reporting periods with early adoption permitted. The amendments in this update are to be applied prospectively
to loans that are acquired on or after the initial application date. The Company adopted this update January 1,
2026 and will implement the guidance upon the occurrence of a future acquisition transaction.
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Recently issued accounting pronouncements (continued):

In November 2025, the FASB issued guidance for public business entities regarding hedge accounting. The update
clarifies hedge accounting guidance and addresses issues arising from the global reference rate reform initiative.
There are five issues addressed: 1) expanding risks permitted to be aggregated for cash flow hedges to include
those having a similar risk exposure; 2) provide cash flow accounting guidance on choose-your-rate debt
instruments; 3) expand hedge accounting for forecasted purchases and sales of nonfinancial assets; 4) update
guidance on net written options as hedging instruments; 5) refine foreign-currency-denominated debt instrument
as hedging instrument and hedged item (dual hedge). This guidance is effective for annual periods beginning after
December 15, 2026. The amendments in this update are to be applied on a prospective basis. The Company does
not expect the new guidance to have a material impact on its consolidated financial statements

Other accounting standards that have been issued or proposed by the FASB or other standards-setting bodies are
not expected to have a material impact on the Company’s financial position, results of operations or cash flows.

Risks and uncertainties:

In the normal course of its business, the Company encounters two significant types of risks: economic and
regulatory. There are three main components of economic risk: interest rate risk, credit risk, and market risk. The
Company is subject to interest rate risk to the degree that its interest-bearing liabilities mature or reprice at
different speeds, or on different basis, than its interest-earning assets. Credit risk is the risk of default on the
Company's loan portfolio that results from a borrower's inability or unwillingness to make contractually required
payments. Market risk reflects changes in the value of collateral underlying loans receivable and the valuation of
real estate held by the Company.

The Company is subject to the regulations of various governmental agencies. These regulations can and do change
significantly from period to period. The Company also undergoes periodic examinations by the regulatory
agencies, which may subject it to further changes with respect to asset valuations, amounts of required loss
allowances and operating restrictions from the regulators' judgments based on information available to them at
the time of their examination.
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Note 2. Core Deposit Intangibles

In connection with prior business combinations, the Company recorded core deposit intangibles, representing the
value of the acquired core deposit base. As of December 31, 2025 and 2024, respectively, core deposit intangible
was $84,866 and $175,124. The estimated future amortization is subject to change to the extent management
determines it is necessary to make adjustments to the carrying value or estimated useful life of the core deposit
intangibles.

Amortization expense for core deposit intangible is expected to be as follows.

2026 57,924
2027 25,595
2028 1,347
Total S 84,866

Amortization expense of $90,258 and $122,586 related to the core deposit intangible was recognized for the years
ended December 31, 2025 and 2024, respectively.

Note 3. Investment Securities — Available-For-Sale

The amortized cost and estimated fair values of securities available-for-sale were:
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Note 3. Investment Securities — Available-For-Sale (continued)

The following is a summary of maturities of securities available-for-sale as of December 31, 2025. The amortized
cost and estimated fair values are based on the contractual maturity dates except for mortgage-backed securities,
which may mature earlier than their contractual maturity dates due to principal prepayments.

The following table shows gross unrealized losses and fair value, aggregated by investment category, and length
of time that individual securities have been in a continuous unrealized loss position, at December 31, 2025 and
2024

There were 121 and 134 securities in an unrealized loss position at December 31, 2025 and 2024, respectively. Of
those, 115 and 123 were in an unrealized loss position for greater than twelve months at December 31, 2025 and
2024, respectively.
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Note 3. Investment Securities — Available-For-Sale (continued)

Management evaluates securities for credit losses on a quarterly basis and more frequently when economic or
market concerns warrant such evaluation. Consideration is given to the financial condition and near-term
prospects of the issuer and the intent and ability of the Company to retain its investment in the issuer for a period
of time sufficient to allow for any anticipated recovery in fair value.

In analyzing anissuer's financial condition, management considers whether the securities are issued by the federal
government or its agencies, whether downgrades by bond rating agencies have occurred, and industry analysts'
reports. Management believes the Company has the ability to hold debt securities until maturity, or for the
foreseeable future if classified as available-for-sale. As such, no declines are deemed to be related to credit loss.
There was no recorded allowance for credit losses on available-for-sale securities at December 31, 2025 and 2024.

At December 31, 2025 and 2024, respectively, securities with a book value of $108,542,484 and $168,226,961 and
a market value of $91,486,060 and $143,641,493 were pledged to secure lines of credit with the Federal Reserve
Discount Window, Federal Reserve Bank Term Funding Program, and Federal Home Loan Bank, as well as pledged
as collateral for derivative fair value positions. Also, there were securities pledged to secure public funds with a
book value of $3,941,623 and $4,224,963 and a market value of $3,597,702 and $3,720,330, as of December 31,
2025 and 2024, respectively.

Proceeds from sales of securities available-for-sale were $21,098,225 during the year ended December 31, 2025.
The Company recorded gross losses of $322,392 and no gains on sales during the year ended December 31, 2025.
There were no sales of securities available-for-sale during the year ended December 31, 2024.

Note 4. Investment Securities — Held-To-Maturity

During the year ended December 31, 2022, the Company reclassified $96.1 million in investments to held-to-
maturity from available-for-sale. These securities were transferred at fair value at the time of the transfer, which
became the new cost basis for the securities held-to-maturity. The pretax unrealized net holding loss on the
available for sale securities on the date of transfer totaled approximately $475 thousand and continued to be
reported as a component of accumulated other comprehensive loss. This net unrealized loss is being amortized
to interest income over the remaining life of the securities as a yield adjustment. There were no gains or losses
recognized as a result of this transfer. The remaining pretax unrealized net holding loss on these investments was
$332 thousand and $391 thousand at December 31, 2025 and 2024, respectively.

The Company’s held-to-maturity portfolio is recorded at amortized cost. The Company has the ability and intent
to hold these securities to maturity. At December 31, 2025 and 2024, the Company’s held-to-maturity portfolio
was comprised of municipal securities. The amortized cost and estimated fair values of securities held to maturity
were:
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Note 4. Investment Securities — Held-To-Maturity (continued)

The following table shows gross unrealized losses and fair value, aggregated by investment category, and length
of time that individual securities have been in a continuous unrealized loss position, at December 31, 2025 and
2024:

Unrealized losses have not been recognized into income because the issuer(s) bonds are of high credit quality
(rated AA or higher), we do not intend to sell prior to their anticipated recovery and the decline in fair value is
largely due to changes in interest rates and other market conditions. The issuer(s) continue to make timely
principal and interest payments on the securities. The fair value is expected to recover as the securities near
maturity. Considering the above factors, management has determined no declines are deemed to be a result of
credit loss. At December 31, 2025 and 2024, the Company had no securities held-to-maturity that were past due
30 days or more as to principal or interest payments. The Company had no securities held-to-maturity classified
as nonaccrual for the year ended December 31, 2025 and 2024. There was no recorded allowance for credit losses
on held-to-maturity securities at December 31, 2025 and 2024.
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Note 5. Loans Receivable

The Company has prepared the below schedules for the year ended December 31, 2025 and 2024, by grouping
loans based upon call report code.

Following is a summary of loans by major classification as of December 31, 2025 and 2024:

The following is a summary of information pertaining to our allowance for credit losses as of and for the years
ended December 31, 2025 and 2024. Allocation of a portion of the allowance to one category of loans does not
preclude its availability to absorb losses in other categories.
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Note 5. Loans Receivable (continued)
Credit Quality Indicators

Loans are categorized into risk categories based on relevant information about the ability of borrowers to service
their debt, such as: current financial information, historical payment experience, credit documentation, public
information, and current economic trends, among other factors. The following definitions are utilized for risk
ratings, which are consistent with the definitions used in supervisory guidance:

Special Mention — Loans classified as special mention have a potential weakness that deserves management's
close attention. If left uncorrected, these potential weaknesses may result in deterioration of the repayment
prospects for the loan or of the institution's credit position at some future date.

Substandard — Loans classified as substandard are inadequately protected by the current net worth and paying
capacity of the obligor or of the collateral pledged, if any. Loans so classified have a well-defined weakness or
weaknesses that jeopardize the liquidation of the debt. They are characterized by the distinct possibility that the
institution will sustain some loss if the deficiencies are not corrected.

Doubtful — Loans classified as doubtful have all the weaknesses inherent in those classified substandard with the
added characteristic that the weaknesses make collection or liquidation in full, on the basis of currently known
facts, conditions and values, highly questionable and improbable.

Loss — Loans classified as loss are considered uncollectable.

Loans not meeting the criteria above that are analyzed individually as part of the above-described process are
considered to be pass-rated loans.
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Note 5. Loans Receivable (continued)

The following is an analysis of our loan portfolio by credit quality indicators at December 31, 2025:
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Note 5. Loans Receivable (continued)

The following is an analysis of our loan portfolio by credit quality indicators at December 31, 2025 (continued):

The following is an analysis of our loan portfolio by credit quality indicators at December 31, 2024:
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Note 5. Loans Receivable (continued)

The following is an analysis of our loan portfolio by credit quality indicators at December 31, 2024 (continued):
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Note 5. Loans Receivable (continued)

The following is a past due aging analysis of our loan portfolio at December 31, 2025 and 2024:

The Company designates individually evaluated loans on nonaccrual status as collateral-dependent loans, as well
as other loans that management of the Company designates as having higher risk. Collateral-dependent loans are
loans for which the repayment is expected to be provided substantially through the operation or sale of the
collateral and the borrower is experiencing financial difficulty. These loans do not share common risk
characteristics and are not included within the collectively evaluated loans for determining the allowance for
credit losses. Under CECL, for collateral-dependent loans, the Company has adopted the practical expedient to
measure the allowance for credit losses based on the fair value of collateral. The allowance for credit losses is
calculated on an individual loan basis based on the shortfall between the fair value of the loan's collateral, which
is adjusted for liquidation costs/discounts, and amortized cost. If the fair value of the collateral exceeds the
amortized cost, no allowance is required. For the years ended December 31, 2025 and 2024, the Company had no
loans determined to be collateral-dependent.

The Company had no loans classified as nonaccrual for the year ended December 31, 2025 or 2024. Additionally, no

accrued interest receivable was written off by reversing interest income during the years ended December 31, 2025
or 2024.
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Note 5. Loans Receivable (continued)

Modifications to Borrowers Experiencing Financial Difficulty:

The allowance for credit losses incorporates an estimate of lifetime expected credit losses and is recorded on each
asset upon asset origination or acquisition. The starting point for the estimate of the allowance for credit losses is
historical loss information, which includes losses from modifications of receivables to borrowers experiencing
financial difficulty. An assessment of whether a borrower is experiencing financial difficulty is made on the date of a
modification.

Because the effect of most modifications made to borrowers experiencing financial difficulty is already included in
the allowance for credit losses because of the measurement methodologies used to estimate the allowance, a
change to the allowance for credit losses is generally not recorded upon modification. Occasionally, the Company
modifies loans by providing principal forgiveness on certain of its real estate loans. When principal forgiveness is
provided, the amortized cost basis of the asset is written off against the allowance for credit losses. The amount of
the principal forgiveness is deemed to be uncollectible; therefore, that portion of the loan is written off, resulting in
a reduction of the amortized cost basis and a corresponding adjustment to the allowance for credit losses.

In some cases, the Company will modify a certain loan by providing multiple types of concessions. Typically, one of
the type of concession, such as a term extension, is granted initially. If the borrower continues to experience financial
difficulty, another concession such as principal forgiveness, may be granted. As such multiple types of modifications
may have been made on the same loan within the current reporting period, each must be reported. The combination
is at least two of the following: a term extension, principal forgiveness, and interest rate reduction.

There were no loan modifications made to borrowers experiencing financial difficulty during the year ended
December 31, 2025 and 2024. Additionally, there were no loans previously modified during the year ended
December 31, 2024 that subsequently defaulted during 2025. There were no loans previously modified during the
year ended December 31, 2022 that subsequently defaulted during 2024.
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Note 5. Loans Receivable (continued)

Unfunded commitments:

The Bank maintains a separate reserve for credit losses on off-balance-sheet credit exposures, including unfunded
loan commitments, which is included in other liabilities on the consolidated balance sheet. The reserve for credit
losses on off-balance-sheet credit exposures is adjusted as a provision (reversal) for credit losses in the income
statement. The estimate includes consideration of the likelihood that funding will occur and an estimate of
expected credit losses on commitments expected to be funded over its estimated life, utilizing the same models
and approaches for the Company's other loan portfolio segments described above, as these unfunded
commitments share similar risk characteristics as its loan portfolio segments. The Company has identified the
unfunded portion of certain lines of credit as unconditionally cancellable credit exposures, meaning the Company
can cancel the unfunded commitment at any time. No credit loss estimate is reported for off-balance-sheet credit
exposures that are unconditionally cancellable by the Company or for undrawn amounts under such arrangements
that may be drawn prior to the cancellation of the arrangement.

The following table presents the balance and activity in the allowance for credit losses for unfunded loan
commitments for the years ended December 31, 2025 and 2024.
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Note 6. Premises, Furniture and Equipment

Premises, furniture and equipment is summarized as follows as of December 31:

2025 2024

Land S 9,434,189 S 7,371,703
Buildings and leasehold improvements 24,192,584 15,579,718
Furniture and equipment 6,046,354 7,154,641
Software 314,871 1,204,810
Automobile 69,465 69,465
Construction in progress 332,855 8,837,464

Total 40,390,318 40,217,801
Less accumulated depreciation 10,779,214 12,314,907

Premises, furniture and equipment, net S 29,611,104 S 27,902,894

Depreciation expense for the years ended December 31, 2025 and 2024 was $1,274,337 and $1,082,435
respectively.

Note 7. Deposits

At December 31, 2025, the scheduled maturities of time deposits are as follows:

2026 $283,575,695
2027 7,738,165
2028 398,126
2029 135,475
2030 730,236
Total $292,577,697

As of December 31, 2025 and 2024, respectively, the Bank had brokered deposits of $64,698,000 and $50,723,000.

Management reviews estimates of deposit balances which may have exceeded the FDIC insurance limit of
$250,000 on a quarterly basis. The Company had no material deposit concentrations to municipalities or other
industry types as of December 31, 2025 and 2024.

Note 8. Borrowings

As of December 31, 2025 and 2024, respectively, advances from the Federal Home Loan Bank (“FHLB”) totaled
$122.0 million and $100.0 million. Pursuant to collateral agreements with the FHLB, advances are secured by stock
in the FHLB and by qualifying first mortgage, home equity lines of credit, commercial real estate and multifamily
loans. Pledged collateral to the FHLB totaled $273.3 million and $140.2 million, as of December 31, 2025 and 2024,
respectively.

34



|
South Atlantic Bancshares, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Note 8. Borrowings (continued)

The following table reflects FHLB advances outstanding as of December 31:

In 2023, the Company established a line of credit with the Federal Reserve Bank’s Bank Term Funding Program by
pledging securities as described within Note 3. The program ended in March 2024 and the Company’s outstanding
balance was due in January 2025. As of December 31, 2024, the balance available for borrowing was $61.6 million,
with outstanding advances of $60.0 million.

The Company has established a line of credit with the Federal Reserve Bank’s Discount Window by pledging
securities as described within Note 3. As of December 31, 2025, the balance available for borrowing was $82.1
million with outstanding borrowings of $58.0 million. As of December 31, 2024, the balance available for
borrowing was $79.7 million with no outstanding balances.

Note 9. Subordinated Debentures

On December 16, 2021, the Company sold and issued to certain institutional investors $30.0 million in aggregate
principal amount of 3.25% fixed-to-floating rate subordinated notes (the “Notes”) due 2031. The Notes have a
stated maturity of 2031, and bear interest at a fixed rate of 3.25% per year, from and including December 16,
2021, but excluding December 16, 2026. From and including December 16, 2026, to but excluding the maturity
date or early redemption date, the interest rate shall reset semi-annually to an interest rate equal to the then-
current three-month SOFR rate. The Notes are payable quarterly in arrears on April 15, July 15, October 15 and
January 15 of each year commencing April 15, 2022.

The Notes are not subject to redemption at the option of the holder and may be redeemed by the Company only
under certain limited circumstances prior to December 16, 2026. The Company may redeem the Notes at its
option, in whole at any time, or in part from time to time, after December 16, 2026. The Notes are unsecured,
subordinated obligations of the Company and rank junior in right to payment to the Company’s current and future
senior indebtedness, and each Note is equal in right to payment with respect to the other Notes.

The Notes have been structured to qualify as Tier 2 capital for the Company under applicable regulatory
guidelines. The balance of the subordinated debentures was $30.0 million at December 31, 2025 and 2024.
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Note 10. Stock Compensation Plan

The Company has adopted a 2007 Stock Incentive Plan and a 2017 Stock Incentive Plan, under which an aggregate
of 659,130 and 575,000 shares of common stock, respectively, have been reserved for issuance as stock options
by the Company. The options are granted at an exercise price at least equal to the fair value of the common stock
at the date of grant and expire ten years from the date of the grant. The vesting period for option grants will vary
based on the timing of the grant. Options that expire without issuance, forfeitures, shares used as partial payment
to the Company for the purchase price of the award, or an award settled in cash, including for payroll taxes, are
added back to the shares available to be awarded under the plan. As of December 31, 2025, a total of 22,042 and
265,600 shares were remaining in the plans to be issued.

In connection with the merger of Atlantic Community Bank in April 2018, the Company assumed the obligations
of Atlantic Bancshares, Inc. which included five different Incentive Stock Option plans. As a result, the Company
registered an aggregate 115,612 shares of common stock related to these plans. There are no additional shares
available to be awarded under any of the Plans. All options were fully vested at the time of the merger.

Activity in the Company’s stock option plans is summarized in the following table. This table does not include
warrants that were exercised and forfeited during the years ended December 31, 2025 and 2024.

2025 2024
Weighted Weighted
Average Average
Shares Exercise Price Shares Exercise Price

Outstanding at January 1, 348,606 S 12.22 349,575 S 12.22
Granted - - - -
Exercised (10,763) 11.39 (969) 10.32
Forfeited/Expired - - - -
Outstanding at December 31, 337,843 S 12.25 348,606 S 12.22
Exercisable at December 31, 309,495 S 12.21 273,592 S 12.03

The aggregate intrinsic value of the 337,843 and 348,606 stock options outstanding at December 31, 2025 and
2024 was $2,533,823 and $1,296,814, respectively. The aggregate intrinsic value of 309,495 and 273,592 stock
options exercisable at December 31, 2025 and 2024 was $2,333,592 and $1,069,745, respectively. Intrinsic value
represents the amount by which the fair market value of the underlying stock exceeds the exercise price of the
stock option.

The following table summarizes information about stock options outstanding under the Company’s Plans at
December 31, 2025 and 2024.

2025 2024
Number of options 337,843 348,606
Weighted average remaining life 4 years 5 years
Weighted average exercise price S 1225 S 12.22
High exercise price S 1540 S 15.40
Low exercise price S 816 S 8.16
Aggregate intrinsic value $2,533,823 S 1,296,814
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Note 10. Stock Compensation Plan (continued)
There were no stock options granted in 2025 and 2024.

During 2025, the Company granted 92,000 restricted stock awards. The awards granted vest 1/3 annually for
three years. No awards vested during 2025. The weighted average grant date fair value of the awards was $17.47.

As of December 31, 2025, there was $1,530,540 of total unrecognized compensation cost related to non-vested
stock options and restricted stock awards grants under the plan. The cost is expected to be recognized over a
weighted-average period of two years as of December 31, 2025.

As of December 31, 2024, there was $213,556 of total unrecognized compensation cost related to non-vested
stock option grants under the plan. The cost is expected to be recognized over a weighted-average period of three
years as of December 31, 2024.

Note 11. Stock Warrants

The organizers of the Company received stock warrants giving them the right to purchase one share of common
stock for every share they purchased in the initial offering of the Company’s common stock up to 13,310 shares
at a price of $7.51 per share, as adjusted for the stock dividends. The warrants vest ratably over a five year period
and terminate ten years after date of grant. During 2017, the warrants expiration date was extended another ten
years. Warrants held by directors of the Company will expire 90 days after the director ceases to be a director or
officer of the Company (365 days if due to death or disability).

At December 31, 2025 there were 79,860 warrants outstanding and exercisable. During the year ended December
31, 2025 there were 13,310 warrants exercised. At December 31, 2024 there were 93,170 warrants outstanding
and exercisable. During the year ended December 31, 2024 there were no warrants exercised or cancelled. All
warrants outstanding will expire on November 28, 2027 unless otherwise extended.
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Note 12. Income Taxes

Income tax expense is summarized as follows for the years ended December 31:

The gross amounts of deferred tax assets and deferred tax liabilities are as follows as of December 31:
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Note 12. Income Taxes (continued)

Deferred tax assets represent the future tax benefit of deductible differences and, if it is more likely than not that
a tax asset will not be realized, a valuation allowance is required to reduce the recorded deferred tax assets to net
realizable value. Management's judgment is based on estimates concerning future income earned and positive
earnings for the years ended December 31, 2025 and 2024. Management has concluded that sufficient positive
evidence exists to overcome any and all negative evidence in order to meet the "more likely than not” standard
regarding the realization of the net deferred tax assets. As of December 31, 2025 and 2024, a valuation allowance
in the amount of $478,184 and $402,314, respectively, remains for state holding company losses.

The Company has a net operating loss carryforward of $2,788,642 and $3,190,109 as of December 31, 2025 and
2024, respectively. These net operating loss carryforwards begin to expire in the year 2031.

A reconciliation between the income tax expense and the amount computed by applying the Federal statutory rate
of 21% in 2025 and 2024, respectively, to income before income taxes follows for the years ended December 31:

Tax returns for 2022 and subsequent years are subject to examination by taxing authorities. The Company has
analyzed the tax positions taken or expected to be taken on its tax returns and concluded it has no liability related
to uncertain tax positions in accordance with ASC Topic 740.

Note 13. Employee Benefits

The Bank sponsors a defined contribution 401(k) plan covering substantially all full-time employees. Under the
plan and present policies, participants are permitted to make contributions up to the deferral limits allowed by
the Internal Revenue Service. The Company contributes to the Plan annually upon approval by the Board of
Directors. The amount of the contributions made is at the discretion of the Board with vesting of these employer
contributions occurring over each employee’s initial five years of employment. During the years ended
December 31, 2025 and 2024, the Company recognized $370,761 and $344,017, respectively, in expenses related
to this plan which are included in salaries and employee benefits.

The Company converted the defined contribution 401(k) contribution plan into a 401(k) Employee Stock
Ownership Plan (“KSOP”), which provides a mechanism for Company employees to invest in the Company. Each
employee who has attained age 21, is employed at least 90 days, has completed at least 500 hours of service in a
Plan year and is employed the last business day of the plan year is eligible to participate in the KSOP. Upon
approval of the Board to contribute shares to employees, the Company recognizes the related
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Note 13. Employee Benefits (continued)

compensation expense in the year the shares are allocated to employees. For the years ended December 31, 2025
and 2024, there was compensation expense of $477,601 and $400,000 related to contribution of shares to the
KSOP, which is included in salaries and employee benefits. Thirty thousand shares were contributed and allocated
to employees for 2025 and 2024, respectively.

The Bank has a Salary Continuation Plan (the “Plan”) for certain senior officers. The Plan provides an annual post-
retirement cash payment beginning after a chosen retirement date for certain officers of the Bank. The officers
will receive an annual payment from the Bank equal to the promised benefits. In connection with this plan, life
insurance contracts were purchased on the officers. The cash value of the life insurance contracts increased
$1,118,919 and $1,057,959 for the years ended December 31, 2025 and 2024, respectively and are included in
noninterest income. Cash values of the policies were $36,521,990 and $35,403,071 at December 31, 2025 and
2024, respectively. The corresponding liability associated with the Plan was $5,883,742 and $5,475,420 at
December 31, 2025 and 2024, respectively and is included in other liabilities. Expenses related to the Plan were
$513,321 and $937,000 for the years ended December 31, 2025 and 2024, respectively and are included in salaries
and employee benefits.

The Bank also has a Director Retirement Plan (“Director Plan”) for its Board of Directors. The Director Plan provides
an additional source of retirement income to a Director for a period of time upon their separation from the Bank
in recognition of their service to the Bank. The corresponding liability associated with the Director Plan was
$844,936 and $780,126 for the years ended December 31, 2025 and 2024, respectively, and is included in other
liabilities. The liability is calculated by the third party that manages the Director Plan. Expenses related to the
Director Plan were $64,810 and $112,734 for the years ended December 31, 2025 and 2024, respectively and are
included in other operating expenses.

Note 14. Leases

The Bank has entered into agreements to lease various office facilities under non-cancellable operating lease
agreements. At December 31, 2025, the Company’s leases had remaining lease terms of one year to 15 years, which
include options to extend or terminate the lease. These options to extend or terminate the lease are included when
it is reasonably certain that the options will be exercised.

Lease expense totaled $1,399,992 and $1,537,505 for the years ended December 31, 2025 and 2024, respectively
and is included in net occupancy. The Bank does not apply the recognition requirements of ASC 842 to short-term
leases (i.e., less than 12 months), and recognizes the lease payments on a straight-line basis over the term of the
lease.

Supplemental balance sheet information related to operating leases at December 31:

2025 2024
Right of use operating lease asset S 7,711,636 § 8,573,256
Operating lease liability 8,234,798 9,057,437
Weighted average remaining lease term 7.87 8.50
Weighted average discount rate 3.66% 3.48%
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Note 14. Leases (continued)

Minimum future rental payments under non-cancelable operating leases having remaining terms in excess of one
year, for each of the next five years and thereafter in the aggregate are:

2026 $ 1,116,351
2027 1,127,883
2028 1,150,866
2029 969,322
2030 and thereafter 5,478,456
Total S 9,842,878
Less: effect of discount 1,608,080
Lease Liability S 8,234,798

The Company is leasing a portion of its Murrells Inlet and Mount Pleasant locations to unrelated tenants. Lease
income generated from these tenants totaled $163,712 and $158,670 during the years ended December 31, 2025
and 2024, respectively and is included in other income.

Note 15. Related Party Transactions

Certain parties (principally certain directors and executive officers of the Company, their immediate families, and
their business interests) are loan customers of and have other transactions in the normal course of business with the
Company. Related party loans are made on substantially the same terms, including interest rates and collateral, as
those prevailing at the time for comparable transactions with unrelated persons and do not involve more than the
normal risk of collectability. As of December 31, 2025, and 2024, the Company had related party loans totaling
$6,683,897 and $4,099,055, respectively.

The following table summarizes related party loans:

2025 2024
Balance at the beginning of the year S 4,099,055 S 7,966,911
New loans or advances 3,846,743 -
Repayments (1,261,901) (3,867,856)
Balance at the end of the year S 6,683,897 S 4,099,055

There were also outstanding lines of credit available to related parties with available balances of $1,736,000 and
$3,986,000 at December 31, 2025 and 2024, respectively.

In 2017, three executives of the Bank exercised 402,799 stock options with the Company. Notes receivable in the

total amount of $3,392,274, were issued for the exercise of the options. The total for the note receivable was
determined to be the contractual exercise price of the stock options, adjusted for federal and state income taxes.
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Note 15. Related Party Transactions (continued)

During 2024, other notes were renewed with an interest rate of 4.8% per annum and is due and payable on demand
by the Company, no later than June 8, 2027. During 2022, one of the three executives satisfied the outstanding
balance due from the loan. The remaining balance of the notes receivables was $2,755,841 and $2,757,512 as of
December 31, 2025 and 2024 respectively.

Deposits by directors, including their affiliates and executive officers, were $74,245,499 and $71,572,561 at
December 31, 2025 and 2024, respectively.

Note 16. Commitments and Contingencies

The Company is subject to claims and lawsuits which arise primarily in the ordinary course of business.
Management is not aware of any legal proceedings which would have a material adverse effect on the financial
position or operating results of the Company.

Note 17. Income per Share

Basic income per share is computed by dividing net income by the weighted-average number of common shares
outstanding. Diluted income per share is computed by dividing net income by the weighted-average number of
common shares outstanding and dilutive common share equivalents using the treasury stock method. Dilutive
common share equivalents include common shares issuable upon exercise of outstanding stock warrants and stock
options.

The effect from stock options on incremental shares from the assumed conversions for basic income per share and
diluted income per share are presented below:

2025 2024
Income per common share — basic computation:
Net income $ 16,167,217 S 10,055,392
Average common shares outstanding — basic 7,551,184 7,588,455
Basic income per common share S 214 S 1.33
Income per common share - diluted computation:
Net income $ 16,167,217 $ 10,055,392
Average common shares outstanding — basic 7,551,184 7,588,455
Incremental shares from assumed conversions:
Stock options and warrants 139,877 73,085
Average common shares outstanding — diluted 7,691,061 7,661,540
Diluted income per common share S 210 S 1.31

At December 31, 2025, the Company had no stock options that were antidilutive, and therefore no potentially
dilutive shares were excluded from the computation of dilutive income per common share. At December 31,
2024, the Company excluded 203,160 potentially dilutive shares of common stock issuable upon exercise of stock
options with a weighted average exercise price of $13.59 from the computation of dilutive income per common
share because of their antidilutive effect.
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Note 18. Regulatory Matters

The Company and the Bank are subject to various regulatory capital requirements administered by the federal
banking agencies. Failure to meet minimum capital requirements can initiate certain mandatory and possibly
additional discretionary actions by regulators that, if undertaken, could have a material effect on the Company’s
financial statements. Under capital adequacy guidelines and the regulatory framework for prompt corrective
action, the Company and the Bank must meet specific capital guidelines that involve quantitative measures of the
Company’s and the Bank’s assets, liabilities, and certain off-balance-sheet items as calculated under regulatory
accounting practices. The Company’s and the Bank’s capital amounts and classifications are also subject to
qualitative judgments by the regulators about components, risk-weightings, and other factors.

Quantitative measures established by regulation to ensure capital adequacy require the Bank to maintain
minimum ratios (set forth in the table below) of Tier 1, Common Equity Tier 1 (CET1), and total capital as a
percentage of assets and off-balance-sheet exposures, adjusted for risk-weights ranging from 0% to 150%. Tier 1
capital of the Bank consists of common stockholders’ equity, excluding the unrealized gain or loss on securities
available-for-sale, minus certain intangible assets, while CET1 is comprised of Tier 1 capital, adjusted for certain
regulatory deductions and limitations. Tier 2 capital consists of the allowance for credit losses subject to certain
limitations. Total capital for purposes of computing the capital ratios consists of the sum of Tier 1 and Tier 2 capital.

The Company and the Bank are also required to maintain capital at a minimum level based on average assets (as
defined), which is known as the leverage ratio. Only the strongest institutions are allowed to maintain capital at
the minimum requirement. All others are subject to maintaining ratios 1% to 2% above the minimum.

Effective March 31, 2015, quantitative measures established by applicable regulatory standards, including the
newly implemented Basel Il revised capital adequacy standards and relevant provisions of the Dodd-Frank Wall
Street Reform and Consumer Protection Act (Dodd-Frank Act), require the Bank to maintain (i) a minimum ratio
of Tier 1 capital to average total assets, after certain adjustments, of 4.00%, (ii) a minimum ratio of Tier 1 capital
to risk-weighted assets of 6.00%, (iii) a minimum ratio of total-capital to risk-weighted assets of 8.00% and (iv) a
minimum ratio of CET1 to risk-weighted assets of 4.50%. A “well-capitalized” institution must generally maintain
capital ratios 2% higher than the minimum guidelines.

In order to avoid restrictions on capital distributions or discretionary bonus payments to executives, the Bank is
required to maintain a “capital conservation buffer” in addition to its minimum risk-based capital requirements.
This buffer is required to consist solely of CET1, but the buffer applies to all three risk-based measurements (CET1,
Tier 1 and total capital). The capital conservation buffer was phased in incrementally over time, beginning January
1, 2016 at 0.625% and becoming fully effective on January 1, 2019. The capital conservation buffer consists of an
additional amount of Tier 1 capital equal to 2.50% of risk-weighted assets.

As of its most recent regulatory examination, the Bank was deemed well-capitalized under the regulatory
framework for prompt corrective action. To be categorized as well-capitalized, the Bank must maintain total risk-
based, Tier 1 risk-based, and Tier 1 leverage ratios as set forth in the table below. There are no conditions or
events that management believes have changed the Bank’s categories.
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Note 18. Regulatory Matters (continued)

The following table summarizes the capital ratios and the regulatory minimum requirements of the Bank at
December 31:
To be well-capitalized

For capital adequacy under prompt corrective
purposes action provisions
Actual Minimum Minimum
Amount Ratio Amount Ratio Amount Ratio

December 31, 2025
Total capital (to risk-weighted assets) S 186,601,000 12.15% 122,250,000 8.00% 152,812,000 10.00%

Tier 1 capital (to risk-weighted assets) 171,284,000 11.21% 91,687,000 6.00% 122,250,000 8.00%
Tier 1 capital (to average assets) 171,284,000 9.19% 74,574,000 4.00% 93,218,000 5.00%
Common equity tier 1 capital

(to risk-weighted assets) 171,284,000 11.21% 68,765,000  4.50% 99,328,000  6.50%

December 31, 2024
Total capital (to risk-weighted assets) S 166,480,000 11.87% 112,010,000 8.00% 140,013,000 10.00%

Tier 1 capital (to risk-weighted assets) 153,929,000 10.99% 84,008,000 6.00% 112,010,000 8.00%
Tier 1 capital (to average assets) 153,929,000 8.49% 72,542,000 4.00% 90,678,000 5.00%
Common equity tier 1 capital

(to risk-weighted assets) 153,929,000 10.99% 63,006,000 4.50% 91,008,000 6.50%

Note 19. Unused Lines of Credit

As of December 31, 2025, the Company had available lines of credit to purchase federal funds from unrelated
banks totaling $58,000,000. These lines of credit are available on a one to fourteen day basis for general corporate
purposes. As of December 31, 2025 and 2024, respectively, there was no outstanding balance on the lines of credit
for federal funds.

Note 20. Restrictions on Dividends

The ability of the Company to pay cash dividends is dependent upon receiving cash in the form of dividends from
its banking subsidiary. Federal and state banking regulations restrict the amount of dividends that can be paid.
Dividends are payable only from the retained earnings of the banking subsidiary and may be limited to the amount
of current year earnings without prior regulatory approval. The retained earnings of the banking subsidiary were
approximately $89,739,000 and $72,466,000 at December 31, 2025 and 2024, respectively.
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Note 21. Financial Instruments with Off-Balance-Sheet Risk

The Company is a party to financial instruments with off-balance-sheet risk in the normal course of business to
meet the financing needs of its customers. These financial instruments consist of commitments to extend credit
and standby letters of credit. Commitments to extend credit are agreements to lend to a customer as long as there
is no violation of any condition established in the contract. Commitments generally have fixed expiration dates or
other termination clauses and may require payment of a fee. A commitment involves, to varying degrees,
elements of credit and interest rate risk in excess of the amount recognized in the balance sheet. The Company’s
exposure to credit loss in the event of nonperformance by the other party to the instrument is represented by the
contractual notional amount of the instrument. Since certain commitments are expected to expire without being
drawn upon, the total commitment amounts do not necessarily represent future cash requirements. The Company
uses the same credit policies in making commitments to extend credit as it does for on-balance-sheet instruments.
Letters of credit are conditional commitments issued to guarantee a customer’s performance to a third party and
have essentially the same credit risk as other lending facilities. A portion of the Company’s commitments to extend
credit are unconditionally cancellable and are therefore not considered for credit loss exposure when determining
the liability for unfunded commitments as of December 31, 2025.

Collateral held for commitments to extend credit and letters of credit varies, but may include accounts receivable,
inventory, property, plant, equipment, and income-producing commercial properties.

The following table summarizes the Bank’s off-balance-sheet financial instruments whose contract amounts
represent credit risk at December 31:

2025 2024
Commitments to extend credit S 375,791,941 $ 360,641,710
Letters of credit 12,525,307 1,571,031
Total S 388,317,248 S 362,212,741

Note 22. Fair Value of Financial Instruments

Accounting standards require disclosures about the fair value of assets and liabilities recognized in the balance sheet
in periods subsequent to initial recognition, whether the measurements are made on a recurring basis (for example,
available-for-sale investment securities) or on a nonrecurring basis (for example, individually evaluated).

The accounting standard defines fair value as the exchange price that would be received for an asset or paid to
transfer a liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date. It also establishes a fair value hierarchy which
requires an entity to maximize the use of observable inputs and minimize the use of unobservable inputs when
measuring fair value. The standard describes three levels of inputs that may be used to measure fair value:

Level 1 Quoted market prices in active markets for identical assets or liabilities. Level 1 assets and liabilities

include debt and equity securities and derivative contracts that are traded in an active exchange
market, as well as U.S. Treasuries and money market funds.

45



|
South Atlantic Bancshares, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Note 22. Fair Value of Financial Instruments (continued)

Level 2  Observable inputs other than Level 1 prices such as quoted prices for similar assets or liabilities; quoted
prices in markets that are not active; or other inputs that are observable or can be corroborated by
observable market data for substantially the full term of the assets or liabilities. Level 2 assets and
liabilities include debt securities with quoted prices that are traded less frequently than exchange-
traded instruments, mortgage-backed securities, municipal bonds, corporate debt securities, and
derivative contracts whose value is determined using a pricing model with inputs that are observable
in the market or can be derived principally from or corroborated by observable market data. This
category generally includes certain derivative contracts and collateral dependent loans.

Level 3  Unobservable inputs that are supported by little or no market activity and that are significant to the

fair value of the assets or liabilities. Level 3 assets and liabilities include financial instruments whose
value is determined using pricing models, discounted cash flow methodologies, or similar techniques,
as well as instruments for which the determination of fair value requires significant management
judgment or estimation. For example, this category generally includes certain private equity
investments, retained residual interests in securitizations, residential mortgage servicing rights, and
highly-structured or long-term derivative contracts.

The following is a description of valuation methodologies used for assets and liabilities recorded at fair value on a
recurring basis:

Investment Securities Available-for-Sale — Investment securities available-for-sale are recorded at fair value on a
recurring basis. Fair value measurement is based upon quoted prices, if available. If quoted prices are not
available, fair values are measured using independent pricing models or other model-based valuation techniques
such as the present value of future cash flows, adjusted for the security’s credit rating, prepayment assumptions
and other factors such as credit loss assumptions. Level 1 securities include those traded on an active exchange
such as the New York Stock Exchange, Treasury securities that are traded by dealers or brokers in active over-the-
counter markets and money market funds. Level 2 securities include mortgage-backed securities issued by
government sponsored entities, municipal bonds and corporate debt securities. Securities classified as Level 3
include asset-backed securities in less liquid markets.

Derivative Financial Instruments — The Company’s derivative financial instruments, which are interest rate
contracts, are valued using the discounted cash flow method that incorporates market interest rates.

The tables below present the balances of assets and liabilities measured at fair value on a recurring basis by level
within the hierarchy.
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Note 22. Fair Value of Financial Instruments (continued)
December 31, 2025

Assets: Total Level 1 Level 2 Level 3
U.S. Government sponsored agencies S 1,701,431 S - S 1,701,431 S -
Tax exempt municipal securities 10,930,881 - 10,930,881 -
Taxable municipal securities 66,414,205 - 66,414,205 -
Mortgage-backed securities 91,197,798 - 91,197,798 -
SBA loan pools 395,562 - 395,562 -
Corporate debt securities 20,501,699 - 20,501,699 -
Total $ 191,141,576 S $ 191,141,576 S -
Liabilities - Derivatives § 1,122,553 S S 1,122,553 S —
December 31, 2024
Assets: Total Level 1 Level 2 Level 3
U.S. Government sponsored agencies S 1,572,517 S - S 1,572,517 S -
Tax exempt municipal securities 10,730,953 - 10,730,953 -
Taxable municipal securities 75,149,393 - 75,149,393 -
Mortgage-backed securities 118,144,630 - 118,144,630 -
SBA loan pools 441,181 - 441,181 -
Corporate debt securities 23,112,650 - 23,112,650 -
Total $ 229,151,324 S S 229,151,324 S —
Liabilities - Derivatives S 969,508 S S 969,508 S —

Certain assets and liabilities are measured at fair value on a nonrecurring basis; that is, the instruments are not
measured at fair value on an ongoing basis but are subject to fair value adjustments in certain circumstances (for
example, when there is evidence of impairment). Following is a description of valuation methodologies used for
assets and liabilities recorded at fair value on a non-recurring basis.

Mortgage Loans Held-for-Sale — The fair values of mortgage loans held-for-sale are derived from an active market
of similar loans and as such are classified as Level 2 in the fair value hierarchy. They are carried at the lower of
cost or estimated fair value in the aggregate.

Collateral Dependent Loans - The Bank has identified collateral dependent loans with fair value considerations as
those loans with a recorded investment less the applicable reserve allocation. The estimated fair value of collateral
dependent loans is based on the appraised fair value of the collateral, less estimated cost to sell. Collateral
dependent loans are classified within level 2 of the fair value hierarchy. The Bank considers the appraisal or
evaluation as the starting point for determining fair value and then considers other factors and events in the
environment that may affect the fair value. Appraisals of the collateral securing collateral dependent loans are
obtained when the loan is determined to be collateral dependent and subsequently, as deemed necessary,
according to Bank policy. Appraisers are selected from the list of approved appraisers maintained by Management.
Appraisals are only obtained from independent licensed appraisers following Uniform Standards of Professional
Appraisal Practice. As of December 31, 2025 and 2024, the Company had no collateral dependent loans.

47



|
South Atlantic Bancshares, Inc. and Subsidiary

Notes to Consolidated Financial Statements

For the years ended December 31, 2025 and 2024

Note 22. Fair Value of Financial Instruments (continued)

Other Real Estate Owned — Foreclosed assets are adjusted to fair value upon transfer of the loans to other real
estate owned. Real estate acquired in settlement of loans is recorded initially at estimated fair value of the
property less estimated selling costs at the date of foreclosure. The initial recorded value may be subsequently
reduced by additional allowances, which are charges to earnings if the estimated fair value of the property less
estimated selling costs declines below the initial recorded value. Fair value is based upon independent market
prices, appraised values of the collateral, or management's estimation of the value of the collateral. When the
fair value of the collateral is based on an observable market price or a current appraised value, the Company
records the foreclosed asset as nonrecurring Level 2. When an appraised value is not available or management
determines the fair value of the collateral is further impaired below the appraised value and there is no observable
market price, the Company records the foreclosed asset as nonrecurring Level 3. As of December 31, 2025 and
2024 the Company had no OREO.

The tables below present the balances of assets and liabilities measured at fair value on a non-recurring basis by
level within the hierarchy.

December 31, 2025

Total Level 1 Level 2 Level 3
Mortgage loans held-for-sale S 7,293,452 S - S 7,293,452 S -
December 31, 2024
Total Level 1 Level 2 Level 3
Mortgage loans held-for-sale S 1,176,440 S - S 1,176,440 S -

The following methods and assumptions were used to estimate the fair value of significant financial instruments:
Cash and Due from Banks — The carrying amount is a reasonable estimate of fair value.

Federal Funds Sold and Interest-Bearing Deposits — Federal funds are sold for a term of one day, and the carrying
amount approximates the fair value.

Securities Available-for-Sale — Investment securities available-for-sale are recorded at fair value on a recurring
basis. Fair value measurement is based upon quoted prices, if available. If quoted prices are not available, fair
values are measured using independent pricing models or other model-based valuation techniques such as the
present value of future cash flows, adjusted for security’s credit rating, prepayment assumptions and other factors
such as credit loss assumptions. Level 1 securities include those traded on an active exchange, such as the New
York Stock Exchange, U.S. Treasury securities that are traded by dealers or brokers in active over-the-counter
markets and money market funds. Level 2 securities include mortgage-backed securities issued by government
sponsored entities, municipal bonds and corporate debt securities. Securities classified as Level 3 include asset-
backed securities in less liquid markets.
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Nonmarketable Equity Securities — The carrying value of these securities approximates the fair value since no
ready market exists for the stocks.

Mortgage Loans Held-for-Sale — The carrying value of mortgage loans held-for-sale approximates fair value.

Loans Receivable — The valuation of loans receivable is estimated using the exit price notion which incorporates
factors, such as enhanced credit risk, illiquidity risk and market factors that sometimes exist in exit prices in
dislocated markets. This credit risk assumption is intended to approximate the fair value that a market participant
would realize in a hypothetical orderly transaction. The Company’s loan portfolio is initially fair valued using a
segmented approach. The Company divides its loan portfolio into the following categories: variable rate loans,
individually evaluated loans and all other loans. The results are then adjusted to account for credit risk as
described above.

For variable-rate loans that reprice frequently and have no significant change in credit risk, fair values approximate
carrying values. Fair values for impaired loans are estimated using discounted cash flow models or based on the
fair value of the underlying collateral.

Bank-Owned Life Insurance — The carrying amount is a reasonable estimate of fair value.

Deposits — The fair value of demand deposits, savings, and money market accounts is the amount payable on demand
at the reporting date. The fair values of certificates of deposit and other time deposits are estimated using a discounted
cash flow calculation that applies current interest rates to a schedule of aggregated expected maturities.

Subordinated debentures — The fair value is estimated by discounting the future cash flows using the current rates at
which similar debenture offerings with similar terms and maturities would be issued by similar institutions. As discount
rates are based on current debenture rates as well as management estimates, the fair values presented may not be
indicative of the value negotiated in an actual sale.

Advances from Federal Reserve— For disclosure purposes, the fair value of the fixed rate borrowing is estimated using
discounted cash flows, based on the current incremental borrowing rates for similar types of borrowing arrangements.

Advances from Federal Home Loan Bank — For disclosure purposes, the fair value of the fixed rate borrowing is
estimated using discounted cash flows, based on the current incremental borrowing rates for similar types of borrowing
arrangements.

Accrued Interest Receivable and Payable — The carrying value of these instruments is a reasonable estimate of

fair value. As current rates are based on daily advance rates, the carrying amount is deemed to be a reasonable
estimate of fair value.
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The carrying values and estimated fair values of the Company’s financial instruments as of December 31 are as
follows:
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Note 23. Derivatives

The Company utilizes interest rate swaps agreements as part of its asset-liability management strategy to help
mitigate its interest rate risk. The notional amount of the interest rate swaps does not represent amounts exchanged
by the parties. The amount exchanged is determined by reference to the notional amount and the other terms of
the individual interest rate swap agreements. Derivative financial instruments are recorded in the Consolidated
Balance Sheets as either an asset or a liability (in other assets or other liabilities, respectively) and measured at fair
value.

The Company did not have any derivatives that are not designated as hedges as of December 31, 2025 and 2024.

Fair Value Hedges

Fair value hedge interest rate swaps mature on various dates with a combined notional amount of $37.5 million and
$56.3 million at December 31, 2025 and 2024, respectively. The risk management objective with respect to the fair
value hedges is to hedge the risk of certain fixed-rate loans. These fair value hedges convert the fixed rates of the
loans to 1-month compounded average Secured Overnight Financing Rate (“SOFR”). The hedges were determined
to be effective during the periods presented. The Company expects these hedges to remain effective during the
remaining term of the swap.

The following table presents the amounts recorded on the balance sheet related to cumulative basis adjustment for
the fair value hedges as of December 31, 2025 and 2024:

There were no discontinued hedging relationships, and therefore, the above balances do not include any
adjustments on discontinued hedging relationships. As of December 31, 2025 and 2024, the total notional amount
of the pay-fixed/receive variable interest rate swap portfolio was $37.5 million and $56.3 million, respectively.

The following table summarizes information about the interest rate swaps designated as fair value hedges at
December 31, 2025 and 2024:
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Note 23. Derivatives (continued)

The following table presents the change in fair value for derivatives designated as fair value hedges as well as the
offsetting change in fair value on the hedged item for the years ended December 31, 2025 and 2024:

The following table presents the effect of Fair Value Hedge Accounting on the Consolidated Statements of
Operations and the location and amount of gain or (loss) recognized in income on Fair Value hedging relationships
for the years ended December 31, 2025 and 2024:

Cash Flow Hedges

A cash flow hedge interest rate swap that matured on February 28, 2025 had a notional amount of $20.0 million as
of December 31, 2024. The risk management objective with respect to the cash flow hedge was to hedge the risk of
variability in the Company’s cash flows (future interest payments) attributable to changes in the 1-month
compounded average SOFR rate pertaining to fluctuations in market interest rates on $20.0 million of FHLB, brokered
Certificate of Deposits or other fixed rate advances for that period. The objective of the hedge was to offset the
variability of cash flows due to the rollover of the Company’s fixed-rate 1-month FHLB or another fixed rate advance
monthly until the swap matures. The hedge was determined to be effective during the periods presented. The hedge
remained effective during the remaining term of the swap.

A cash flow hedge interest rate swap that matures on February 28, 2026 had a notional amount of $40.0 million as
of December 31, 2025 and 2024. The risk management objective with respect to the cash flow hedge is to hedge the
risk of variability in the Company’s cash flows (future interest payments) attributable to changes in the 1-month
compounded average SOFR rate pertaining to fluctuations in market interest rates on $40.0 million of FHLB, brokered
Certificate of Deposits or other fixed rate advances for that period. The objective of the hedge is to offset the
variability of cash flows due to the rollover of the Company’s fixed-rate 1-month FHLB or another fixed rate advance
monthly until the swap matures. The hedge was determined to be effective during the periods presented. The
Company expects the hedge to remain effective during the remaining term of the swap.
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Note 23. Derivatives (continued)

A cash flow hedge interest rate swap that matures on July 3, 2026 had a notional amount of $20.0 million as of
December 31, 2025 and 2024. The risk management objective with respect to the cash flow hedge is to hedge the
risk of variability in the Company’s cash flows (future interest payments) attributable to changes in the 1-month
compounded average SOFR rate pertaining to fluctuations in market interest rates on $20.0 million of FHLB, brokered
Certificate of Deposits or other fixed rate advances for that period. The objective of the hedge is to offset the
variability of cash flows due to the rollover of the Company’s fixed-rate 1-month FHLB or another fixed rate advance
monthly until the swap matures. The hedge was determined to be effective during the periods presented. The
Company expects the hedge to remain effective during the remaining term of the swap.

A cash flow hedge interest rate swap that matures on February 28, 2028 had a notional amount of $20.0 million as
of December 31, 2025 and 2024. The risk management objective with respect to the cash flow hedge is to hedge the
risk of variability in the Company’s cash flows (future interest payments) attributable to changes in the 1-month
compounded average SOFR rate pertaining to fluctuations in market interest rates on $20.0 million of FHLB, brokered
Certificate of Deposits or other fixed rate advances for that period. The objective of the hedge is to offset the
variability of cash flows due to the rollover of the Company’s fixed-rate 1-month FHLB or another fixed rate advance
monthly until the swap matures. The hedge was determined to be effective during the periods presented. The
Company expects the hedge to remain effective during the remaining term of the swap.
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Note 23. Derivatives (continued)

Note 24. Accumulated Other Comprehensive Loss

The following were changes in accumulated other comprehensive loss by component, net of tax, for the years
ended December 31, 2025 and 2024:

The following were significant amounts reclassified out of each component of accumulated other comprehensive
loss for the years ended December 31, 2025, and 2024:
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Note 25. South Atlantic Bancshares, Inc. (Parent Company Only)

Following is condensed financial information of South Atlantic Bancshares, Inc. (parent company only) as of and for
the years ended December 31:

Condensed Balance Sheets

2025 2024
Assets
Cash S 2,739,324 S 5,035,233
Investment in bank subsidiary 161,169,771 137,612,838
Loans 2,755,841 2,757,512
Other assets 281,505 288,127
Total assets $166,946,441  $145,693,710
Liabilities and shareholders’ equity
Other liabilities $ 2,378,860 S 1,924,700
Subordinated debentures 30,000,000 30,000,000
Shareholders’ equity 134,567,581 113,769,010
Total liabilities and shareholders’ equity $166,946,441  $145,693,710
Condensed Statements of Income
Income S 123,459 S 132,446
Expenses:
Salaries and benefits 845,143 582,774
Other 1,221,969 1,248,366
Total 2,067,112 1,831,140
Loss before income taxes and equity in
undistributed income of banking subsidiary (1,943,653) (1,698,694)
Income tax benefit 837,794 -
Equity in income of banking subsidiary 17,273,076 11,754,086
Net income $ 16,167,217 S 10,055,392
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Note 25. South Atlantic Bancshares, Inc. (Parent Company Only) (continued)

Condensed Statements of Cash Flows

2025 2024

Operating activities
Net income S 16,167,217 $ 10,055,392
Adjustments to reconcile net income to net cash used

in operating activities:

Equity in undistributed income of banking subsidiary (17,273,076) (11,754,086)
Stock and warrant compensation expense 262,310 193,063
Increase (decrease) in accrued expenses and other liabilities 931,761 427,070
(Increase) decrease in other assets 6,622 99,213

Net cash provided by (used in) operating activities 94,834 (979,348)

Investing activities:
Net decrease in loans 1,671 1,714
Net cash provided by investing activities 1,671 1,714

Financing activities:

Proceeds from exercise of stock options 122,597 10,959
Proceeds from exercise of warrants 99,945 -
Payment of cash dividends (747,805) (757,360)
Purchase of treasury stock (1,867,151) (425,776)

Net cash used in financing activities (2,392,414) (1,172,177)
Net decrease in cash and cash equivalents (2,295,909) (2,149,811)
Cash, beginning of year 5,035,233 7,185,044
Cash, end of year S 2,739,324 S 5,035,233

Note 26. Subsequent Events

Subsequent events are events or transactions that occur after the balance sheet date but before financial statements
are issued. Recognized subsequent events are events or transactions that provide additional evidence about
conditions that existed at the date of the balance sheet, including the estimates inherent in the process of preparing
financial statements. Non-recognized subsequent events are events that provide evidence about conditions that did
not exist at the date of the balance sheet but arose after that date. Management has reviewed events occurring
through March 13, 2026, the date the financial statements were available to be issued. No other subsequent events
occurred requiring accrual or disclosure.
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