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March 25, 2005

Dear Shareholder:

You are cordially invited to attend the Annual Meeting of Shareholders of First National Lincoln Corporation (�the Company�), which will be held
at The Samoset Resort, 200 Warrenton Street, Rockport, Maine 04856, on Thursday, April 28, 2005 at 11:00 a.m. Eastern Daylight Time. The
accompanying Notice of Annual Meeting of Shareholders and Proxy Statement describe the matters to be considered and acted upon.

This year we will be fixing the number of directors at ten, electing six directors, and ratifying independent auditors. These matters are discussed
in greater detail in the accompanying Proxy Statement. The Board of Directors unanimously recommends that you vote FOR each proposal.
Your prompt completion and return of the proxy will be appreciated.

It is important that you be represented at the Annual Meeting, regardless of the number of shares that you own and whether or not you are able to
attend the meeting in person.

Please take the time to review the material, mark, sign, date, and return the enclosed proxy in the envelope provided for your
convenience.

If you have any questions about matters discussed in the Proxy Statement, please contact me at 207-563-3195 or 1-800-564-3195, extension
2010. Your continued support of First National Lincoln Corporation is sincerely appreciated.

Very truly yours,

/s/DANIEL R. DAIGNEAULT

Daniel R. Daigneault

President and Chief Executive Officer
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First National Lincoln Corporation

Post Office Box 940, 223 Main Street, Damariscotta, Maine 04543

Notice of Annual Meeting of Shareholders

To Be Held Thursday, April 28, 2005

To the Shareholders:

Notice is hereby given that the Annual Meeting of Shareholders of First National Lincoln Corporation, the one-bank holding company of The
First, N.A., will be held at The Samoset Resort, 220 Warrenton Street, Rockport, Maine 04856, on Thursday, April 28, 2005 at 11:00 a.m.
Eastern Daylight Time, for the following purposes:

o To ratify the Board of Directors� vote to fix the number of directors at ten.

o To elect as directors of the Company the six (6) nominees listed in the enclosed Proxy Statement dated March 25, 2005, as noted.

o To ratify the Audit Committee�s selection of Berry, Dunn, McNeil & Parker as independent auditors of the Company for 2005.

o To transact such other business as may properly come before the meeting or any adjournment thereof.

By Order of the Board of Directors

/s/CHARLES A. WOOTTON

Charles A Wootton, Clerk

Damariscotta, Maine

March 25, 2005

Regardless of the number of shares you own, your vote is important.
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Whether or not you expect to attend the meeting, the prompt return of your proxy

will save follow-up expenses and assure the proper representation of your shares.

Please mark, date, sign, and promptly return the enclosed proxy,

using the postage-paid envelope provided.

You may revoke your proxy if you so desire at any time before it is voted.

Proxy Statement � Page 3

Edgar Filing: FIRST NATIONAL LINCOLN CORP /ME/ - Form DEF 14A

4



First National Lincoln Corporation

Post Office Box 940, 223 Main Street, Damariscotta, Maine 04543

Proxy Statement

Annual Meeting of Shareholders

To be Held Thursday, April 28, 2005

This Proxy Statement is being furnished to shareholders of First National Lincoln Corporation (the �Company�) in connection with the solicitation
of Proxies on behalf of the Board of Directors, to be used at the Annual Meeting of Shareholders of the Company to be held at The Samoset
Resort, 220 Warrenton Street, Rockport, Maine 04856, on Thursday, April 28, 2005, at 11:00 a.m. Eastern Daylight Time, and at any
adjournment thereof for matters described in the Notice of Annual Meeting of Shareholders. This Proxy Statement is first being mailed to
shareholders on March 25, 2005. This solicitation is made by the Company, which will bear the expenses thereof.

The Proxy solicited hereby, if properly signed and returned to the Company and not revoked prior to its use, will be voted in accordance with the
instructions contained therein. If no contrary instructions are given, each Proxy received will be voted for the nominees for Directors described
herein and for approval of the matters described below and, upon the transaction of such other business as may properly come before the
meeting, in accordance with the best judgment of the persons appointed as Proxies. Any shareholder giving a Proxy has the power to revoke it at
any time before it is exercised by (i) filing with the Clerk of the Company a written notice thereof (Charles A. Wootton, First National Lincoln
Corporation, Post Office Box 940, 223 Main Street, Damariscotta, Maine 04543); (ii) submitting a duly executed Proxy bearing a later date; or
(iii) appearing at the Annual Meeting and giving the Clerk notice of his or her intention to vote in person. Proxies solicited hereby may be
exercised only at the Annual Meeting and any adjournment thereof and will not be used for any other meeting.

Only shareholders of record at the close of business on February 18, 2005 (the �Voting Record Date�) will be entitled to vote at the Annual
Meeting. On the Voting Record Date, there were 9,874,710 shares of Common Stock of the Company, $0.01 par value per share, issued and
outstanding, and the Company had no other class of equity securities outstanding. Each share of Common Stock is entitled to one vote at the
Annual Meeting on all matters properly presented thereat.

PROPOSAL 1: FIX THE NUMBER OF DIRECTORS AT TEN

The Bylaws of the Company provide that the Board of Directors shall consist of not fewer than five (5) nor more than twenty-five (25) persons
as determined by the Board prior to each Annual Meeting, with Directors serving for �staggered terms� of three years. A resolution of the Board of
Directors adopted pursuant to the Company�s Bylaws has established the number of Directors at ten.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE
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TO RATIFY BOARD�S VOTE TO FIX THE NUMBER OF DIRECTORS AT TEN.
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PROPOSAL 2: ELECTION OF DIRECTORS

Set forth below is a list of the nominees for directors of the Company as proposed by the Nominating Committee of the Board of Directors. In
order to be a candidate for a Director of the Company, each individual must meet the following criteria:

� Be a citizen of the United States.

� Have the financial capacity to own and/or purchase the minimum equity interest in First National Lincoln Corporation as specified in
the Company�s bylaws.

� Be available to attend the monthly meetings of the Board of Directors and Board Committee meetings, as scheduled from time to time.

� Be of good character and an experienced business professional.

� Contribute to the range of talent, skill and expertise appropriate for the Board.

� Have the ability and willingness to represent the interests of the Shareholders of the Company.

� Meet any additional criteria that the Office of the Comptroller of the Currency may establish for Directors of a National Bank.

If any person named as nominee should be unwilling or unable to stand for election at the time of the Annual Meeting, the holder of the Proxy
will vote for any replacement nominee or nominees recommended by the Board of Directors. Each person listed below has consented to be
named as a nominee, and the Board of Directors knows of no reason why any of the nominees listed below may not be able to serve as a
Director if elected.

The following are nominees for three-year terms as Director Expiring in 2008:

Katherine M. Boyd has served as a Director of the Company and the Bank since 1993. A resident of Boothbay Harbor, she owns the Boothbay
Region Greenhouses with her husband. Ms. Boyd serves as President of the Boothbay Region YMCA.

Carl S. Poole, Jr. has served as a Director of the Company since its organization in 1985 and has served as a Director of the Bank since 1984.
Mr. Poole is President, Secretary and Treasurer of Poole Brothers Lumber, a lumber and building supply company with locations in
Damariscotta, Pemaquid and Boothbay Harbor, Maine.

David B. Soule, Jr. has served as a Director of the Company and the Bank since 1989. Mr. Soule has been practicing law in Wiscasset since
1971. He served two terms in the Maine House of Representatives, is a past President of the Lincoln County Bar Association and is a former
Public Administrator, Lincoln County. He also serves as Trustee of the Wiscasset Public Library and has served as Selectman, Planning Board
Chair and other volunteer positions with the Town of Westport.

Bruce B. Tindal has served as a Director of the Company and the Bank since 1999. Mr. Tindal has been a licensed real estate broker since 1974.
Mr. Tindal formed and is owner of Tindal & Callahan Real Estate in Boothbay Harbor, which has been in operation since 1985. Mr. Tindal
serves on the Board of Directors of the St. Andrews Village Association, a subsidiary of St. Andrews Hospital. Mr. Tindal is also a member of
the National Association of Realtors, Council of Residential Specialists, Real Estate Buyers Agent Council and the Boothbay Harbor Rotary
Club.

The following is nominated for a one-year term as Director Expiring in 2006:
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Tony C. McKim joined the Company as Executive Vice President, Chief Operating Officer and as a member of the Board of Directors of the
Company and the Bank upon completion of the mergers of FNB Bankshares (FNB) and The First National Bank of Bar Harbor into the
Company and the Bank on January 14, 2005. Prior to the merger, Mr. McKim was President and Chief Executive Officer of FNB and its
subsidiary. Mr. McKim is involved in several local associations including Camp Beech Cliff, MDI Hospital, Maine Seacoast Mission, Jackson
Laboratory, the Acadian Football League and Maine Bankers Association.
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The following is nominated for a two-year term as Director Expiring in 2007:

Mark N. Rosborough has served as a Director of the Company and the Bank since completion of the mergers of FNB and its subsidiary into the
Company and the Bank on January 14, 2005. Prior to the merger, Mr. Rosborough served as Chairman of the Board of Directors of FNB and its
subsidiary. Mr. Rosborough is President of J. T. Rosborough Insurance Agency and Hancock Travel. He is also a partner in Rosborough
Leasing, Rosborough Rentals, Penrose, 3 Dummies and TISA. He is past member of the Ellsworth City Counsel, serves on the advisory counsel
for two major insurance carriers as well as the Ellsworth Chamber of Commerce and the American Red Cross for Hancock and Waldo Counties.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE

FOR EACH OF THE NOMINEES FOR DIRECTOR.

Directors Continuing in Office:

The following Directors� terms will expire in 2006:

Daniel R. Daigneault has served as President, Chief Executive Officer and as a member of the Board of Directors of the Company and the Bank
since 1994. Prior to being employed by the Bank, Mr. Daigneault was Vice President, Senior Commercial Loan Officer and Chief Financial
Officer at Camden National Bank, Camden, Maine. He is a member of the American Bankers Association�s Government Relations Council and a
member of the University of Maine Business School Advisory Board. Mr. Daigneault is past Chairman of the Maine Bankers Association and
past President of the Boothbay Region YMCA Board of Trustees.

Robert B. Gregory has served as a Director of the Company and the Bank since 1987 and has served as Chairman of both the Company and the
Bank since September 1998. Mr. Gregory has been a practicing attorney since 1980, first in Lewiston, Maine and since 1983 in Damariscotta,
Maine.

The following Directors� terms will expire in 2007:

Randy A. Nelson has served as a Director of the Company and the Bank since 2004. He currently is the Douglas Professor of Economics and
Finance at Colby College, where he teaches corporate finance and economics. Prior to joining the faculty of Colby in 1987, he taught for eight
years in the business school at the University of Delaware.

Stuart G. Smith has served as a Director of the Company and the Bank since 1997. A resident of Camden, he and his wife own and operate
Maine Sport Outfitters in Rockport and Lord Camden Inn and Bayview Landing in Camden, Maine. Mr. Smith is also on the board and part
owner of the Mid Coast Recreation Center in Rockport an indoor tennis and ice skating facility.

Directors Who Have Retired or Resigned:
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Malcolm E. Blanchard retired as a Director in December of 2004 after reaching the Company's mandatory retirement age for Directors. Mr.
Blanchard had served as a Director of the Company since its organization in 1985 and as a Director of the Bank since 1976. In 2004, he served
as Chairman of the Company's Nominating, Options and Compensation Committees.

Dana L. Dow resigned as a Director of the Company in January of 2005 as a result of his recent election to the Maine State Senate and the time
conflict that was created. Mr. Dow had served as a Director of the Company and the Bank since 1999. In 2004, he served as a member of the
Company's Audit Committee.
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There are no family relationships among any of the Directors of the Company. Except as set forth in the merger agreement between the
Company and FNB, in which it was specified that Messrs. McKim and Rosborough and one additional person to be named later will be added to
the Board of Directors, there are no arrangements or understandings between any Director and any other person pursuant to which that Director
has been or is to be elected. No Director of the Bank or the Company serves as a Director on the board of any other corporation with a class of
securities registered pursuant to Section 12 of the Securities Exchange Act of 1934 or that is subject to the reporting requirements of Section
15(d) of the Securities Exchange Act of 1934, or of any company registered as an investment company under the Investment Company Act of
1940, as amended.

About the Board of Directors and Its Committees

As of the date of this Proxy Statement, First National Lincoln Corporation had a Board comprised of ten directors. During 2004 there were 12
regular Board meetings, three special Board meetings and one Annual Meeting. All directors attended at least 75% of Board meetings and
meetings held by Committees of which they were members in 2004, and the aggregate attendance at Board and Committee meetings by all
members of the Board of Directors in 2004 was in excess of 90%. All Directors are expected to attend the Annual Meeting of Shareholders, and
all Directors were in attendance at the 2004 Annual Meeting.

There are four standing committees of the Company�s Board of Directors: Audit, Options, Nominating and Compensation.

Audit Committee. The members of the Company�s Audit Committee are David B. Soule, Jr., Chairman, Randy A. Nelson and Mark N.
Rosborough. This committee met five times during 2004. The Company�s Audit Committee receives and reviews reports on examinations and
accounting audits of the Company, and works to ensure the adequacy of operating practices, procedures and controls. The Company�s Board of
Directors has adopted a written charter for the Company�s Audit Committee, which was published in the Company's 2004 Annual Proxy
Statement. The 2004 report of the Audit Committee can be found on page 21 of this document.

Options Committee. The members of the Company�s Options Committee are Stuart G. Smith-Chair, Carl S. Poole, Jr., Mark N. Rosborough and
Bruce B. Tindal. This committee did not meet during 2004. The Company�s Options Committee is responsible for administering the 1995 Stock
Option Plan which provides for grants of incentive stock options to purchase Company common stock.

Nominating Committee. The members of the Company�s Nominating Committee are Stuart G. Smith-Chair, Carl S. Poole, Jr. and Mark N.
Rosborough. This committee met once during 2004. The Company�s Nominating Committee is responsible for the nomination of Board of
Director members, establishing the tenure and the retirement policies for members of the Board of Directors and reviewing the Board of
Directors� overall effectiveness. Each of the members of the Nominating Committee is independent as defined under the listing standards of the
Nasdaq stock market.

Compensation Committee. The Company�s Compensation Committee is a standing committee of the Bank�s Board of Directors since all
executive compensation is paid by the Bank. The Committee consists of Stuart G. Smith-Chair, Carl S. Poole, Jr., Mark N. Rosborough and
Bruce B. Tindal. This committee met twice during 2004. None of the members of this committee served on a similar committee for any other
company. The function of this committee is to establish the compensation of the Chief Executive Officer and to review the compensation of
other senior executive officers.

In addition to the Compensation Committee, there are five other standing committees of the Bank�s Board of Directors: Executive, Audit,
Asset/Liability, Trust and Directors� Loan. Certain members of management also serve on some committees of the Bank.

Proxy Statement � Page 7
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Director Independence

The Board reviewed the independence of the Company�s directors in February 2005 on the basis of the standards adopted by the Nasdaq. In this
review, the Board considered transactions and relationships between each director, and any member of his or her immediate family and of the
Company or the Bank and between certain entities in which any director or any immediate family member has certain interests, on the one hand,
and the Company or the Bank, on the other hand. The purpose of this review was to determine which of such transactions or relationships were
inconsistent with a determination that the director is independent under the Nasdaq rules.

As a result of the review, the Board affirmatively determined that as of February 2005 all of the directors are independent of the Company, the
Bank and under the Nasdaq rules with the exception of President Daigneault, EVP McKim and Chairman Gregory. During 2004, however, it
was the determination of the Board that Chairman Gregory was independent of the Company under the Nasdaq rules.

Director Compensation

In 2004, each of the outside directors of the Bank, with the exception of the Chairman of the Board, received a director�s fee in the amount of
$600 for each meeting attended and $300 for each meeting attended of a committee of which the director is a member. The Chairman of the
Board received an annual fee of $25,000. The Chairman of the Executive Committee as well as the Chairman of the Audit Committee also
received a stipend of $6,000 in addition to meeting fees paid for meetings attended. In addition to the above referenced fees, each of the outside
directors was reimbursed for 85% of the cost of his or her health insurance premiums. This reimbursement amount is equivalent to the average
rate provided to employees of the Company. Certain Board members were also paid fees for appraisals, consulting services and legal services,
and such fees are on terms no more favorable to the recipient than are generally paid by the Bank for such services to other providers in the area.
Fees and health insurance premiums paid by the Bank to its Directors as a group totaled $186,455 in 2004, but no fees are paid to Directors of
the Company. President Daigneault and EVP. McKim, who are the only directors who are also employees of the Company, receive no additional
compensation for serving on the Board of Directors of the Company or the Bank.

Security Ownership of Directors, Management and Principal Shareholders1

The following table sets forth the number of shares of common stock of the Company beneficially owned as of February 18, 2005 by (i) each
person known by the Company to own beneficially more than five percent of the Company�s common stock, (ii) each current director of the
Company and nominee for a position on the Board, (iii) the named executive officers, and (iv) all executive officers and directors of the
Company as a group. Except as otherwise indicated below, each of the directors, executive officers and shareholders owning more than five
percent of the Company�s stock has sole voting and investment power with respect to all shares of stock beneficially owned as set forth opposite
his or her name. There were no owners of 5.0% or more of the Company's outstanding common stock as of February 18, 2005.

Proxy Statement � Page 8
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Directors & Executive
Officers

Age2 Position

Term

Expires

Shares

Owned

Percent
Owned

Katherine M. Boyd 53 Director of the Bank and the Company; Chairman,
Trust Committee

2005 36,346 *

Daniel R. Daigneault 52 President, Chief Executive Officer and

Director of the Bank and the Company

2006 249,1863 2.52%

Robert B. Gregory 51 Chairman of the Board of Directors of the Bank and
the Company

2006 46,5134 *

Tony C. McKim 37 Executive Vice President, Chief Operating Officer
and Director of the Bank and the Company

2005 93,693 *

Randy A. Nelson 52 Director of the Bank and the Company Chairman,
Asset/Liability Committee

2007 1,682 *

Carl S. Poole, Jr. 59 Director of the Bank and the Company 2005 276,784 2.80 %

Mark N. Rosborough 56 Director of the Bank and the Company 2005 115,084 1.19%
Stuart G. Smith 52 Director of the Bank and the Company;

Chairman, Options, Nominating, Compensation &
Executive Committees

2007 92,024 *

David B. Soule, Jr. 59 Director of the Bank and the Company; Chairman,
Audit Committees of the Bank and the Company

2005 19,514 *

Bruce B. Tindal 54 Director of the Bank and the Company Chairman,
Directors� Loan Committee

2005 15,023 *

Walter F. Vietze 63 Senior Vice President � Senior Operations Officer of
the Bank

n/a 64,0763 *

F. Stephen Ward 51 Executive Vice President & Chief Financial Officer of
the Company and the Bank

n/a 85,9983 *

Charles A. Wootton 48 Executive Vice President and Clerk of the Company;
Executive Vice President and Senior Loan Officer of
the Bank

n/a 30,3033 *

Total Ownership of all Directors and Executive Officers as a group 1,273,094 12.89%

* Less than one percent of total outstanding shares

(1)For purposes of this table, beneficial ownership has been determined in accordance with the provisions of Rule 13d-3 promulgated under the
Securities Exchange Act of 1934, as amended. In general, a person is deemed to be the beneficial owner of a security if he/she has or shares the
power to vote or to direct the voting of the security or the power to dispose or direct the disposition of the security, or if he/she has the right to
acquire beneficial ownership of the security within 60 days. The figure set forth includes director�s qualifying shares owned by each person.

(2)As of December 31, 2004.

(3)Includes exercisable stock options.

(4)Includes shares held as Trustee.
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Executive Officers

Each Executive Officer of the Company and the Bank is identified in the following table, which also sets forth their respective ages, offices and
periods served as an Executive Officer of the Company or the Bank. The table includes Messrs. McKim, Dalrymple, Lay and Wrobel who
became Executive Officers of the Company on January 14, 2005, in conjunction with the merger of FNB Bankshares of Bar Harbor, Maine, into
the Company.

Name & Age1 Office & Position Period Served
Daniel R. Daigneault

52

President & Chief Executive Officer of the Company

and of the Bank

1994 to date

Tony C. McKim

37

Executive Vice President & Chief Operating Officer of the Company and
the Bank

2005 to date

F. Stephen Ward

51

Executive Vice President & Chief Financial Officer of the Company and the
Bank

1993 to date

Charles A. Wootton

48

Executive Vice President and Clerk of the Company, Executive Vice
President, and Senior Loan Officer of the Bank

2000 to date

Jeffrey C. Dalrymple

49

Senior Vice President, Senior Business Relationship Officer of the Bank 2005 to date

Richard M. Elder

39

Senior Vice President, Retail Services of the Bank 2002 to date

Michael T. Martin

49

Senior Vice President and Credit Administration Officer of the Bank 1993 to date

Susan A. Norton

44

Senior Vice President, Human Resources and Compliance Officer of the
Bank

2002 to date

Walter F. Vietze

63

Senior Vice President and Senior Operations Officer of the Bank 1984 to date

Ronald J. Wrobel

47

Senior Vice President of Operations of the Bank 2005 to date

William M. Hunter, II 54 Managing Principal and Chief Investment Officer of First Advisors 2003 to date
Daniel M. Lay

43

Managing Principal and Senior Trust Officer of First Advisors 2005 to date

R. Kraig Buthy

39

Vice President, Controller of the Bank 2003 to date

(1) As of December 31, 2004
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Daniel R. Daigneault has served as President, Chief Executive Officer and as a member of the Board of Directors of both the Company and the
Bank since 1994. Prior to being employed by the Company and the Bank, Mr. Daigneault was Vice President, Senior Commercial Loan Officer
and Chief Financial Officer at Camden National Bank, Camden, Maine.

Tony C. McKim joined the Company as Executive Vice President, Chief Operating Officer and as a member of the Board of Directors of the
Company and the Bank with the merger of FNB Bankshares on January 14, 2005. Prior to the merger, Mr. McKim was President and Chief
Executive Officer of FNB Bankshares and The First National Bank of Bar Harbor.

F. Stephen Ward has served as Treasurer & Chief Financial Officer of the Company since 1994 and as Chief Financial Officer of the Bank
since 1993. In 2005, Mr. Ward was promoted to Executive Vice President. Mr. Ward has been employed by the Bank since 1990 and served as
Assistant Vice President and Marketing Officer from 1990 to 1993. From 1978 to 1990 Mr. Ward was employed by Down East Enterprises, Inc.
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Charles A. Wootton has been employed by the Bank since January 2000. In 2005, Mr. Wootton was promoted to Executive Vice President for
Banking Services and Senior Loan Officer. From 1981 to 2000 Mr. Wootton was employed by Camden National Bank, serving as branch
manager, commercial loan and business development officer. In 1996, Mr. Wootton became Vice President responsible for branch
administration.

Jeffrey C. Dalrymple has been employed by the Bank since January 2005 when the Bank merged with First National Bank of Bar Harbor. Mr.
Dalrymple is currently Senior Vice President, Senior Business Relationship Officer in Bar Harbor. Prior to joining The First National Bank of
Bar Harbor in 1998, Mr. Dalrymple was employed by Key Bank.

Richard M. Elder has been employed by the Bank since 1993. In 2005, Mr. Elder was promoted to Senior Vice President, Retail Services. Mr.
Elder previously served as Manager of the Bank�s Boothbay Harbor branch and Senior Commercial Loan Officer.

Michael T. Martin has been employed by the Bank since 1993 and was promoted to Senior Vice President for Credit Administration in 2001.
He was employed by Fleet Bank from 1980 to 1992 and by Canal National Bank from 1977 to 1980. His primary responsibilities were in Loan
Review and Credit Administration.

Susan A. Norton has been employed by the Bank since 1992 and was promoted to Senior Vice President, Human Resources and Compliance in
2005. In 1995, Ms. Norton was the Assistant Compliance Officer and Education Officer. She also holds the position of CRA Officer as well as
being the Compliance Officer for the Company.

Walter F. Vietze has been employed by the Bank since 1984. From 1979 to 1984, Mr. Vietze was employed by Casco Bank, Portland, Maine.
His primary responsibilities involved providing online banking services to correspondent banks. Prior to 1979, Mr. Vietze was affiliated with
BayBanks in Massachusetts.

Ronald J. Wrobel has been employed by the Bank since January 2005 when the Bank merged with First National Bank of Bar Harbor. Mr.
Wrobel is currently Senior Vice President of Operations. Prior to joining The First National Bank of Bar Harbor in 1992, Mr. Wrobel was
employed by KPMG Peat Marwick in Portland, Maine.

William M. Hunter, II has been employed with the Company since 2001 with the acquisition of White Pine Asset Management. In 2002, Mr.
Hunter was named as Chief Investment Officer and in 2003 he was promoted to Managing Principal of First Advisors. Prior to joining the
Company, Mr. Hunter was Executive Vice President in charge of KeyCorp�s national trust business.

Daniel M. Lay has been employed by the Bank since January 2005 when the Bank merged with First National Bank of Bar Harbor. Mr. Lay is
currently Managing Principal and Senior Trust Officer for First Advisors. Prior to joining the First National Bank of Bar Harbor in 1993, Mr.
Lay was an associate counsel with the firm of Eaton, Peabody, Bradford & Veague, P.A. in Bangor.

FR. Kraig Buthy has been employed by the Bank as Controller since 2003. In 2005 Mr. Buthy was promoted to Vice President. Prior to joining
the Bank, Mr. Buthy was Controller at Sunday River Ski Resort in Bethel, Maine.

There are no family relationships among any of the Executive Officers, nor are there any arrangements or understandings between any Executive
Officer and any other person pursuant to which that Executive Officer has been or is to be elected.

The Federal Reserve Act permits the Bank to contract for or purchase property from any of its Directors only when such purchase is made in the
regular course of business upon terms not less favorable to the Bank than those offered by others unless the purchase has been authorized by a
majority of the Board of Directors not interested in the transaction. Similarly, the Federal Reserve Act prohibits loans to Executive Officers of
the Bank unless such loans are on terms not more favorable than those afforded other borrowers and certain other prescribed conditions have
been met.

The Bank has had, and expects to have in the future, banking transactions in the ordinary course of its business with Directors, Officers and
principal shareholders of the Company and their affiliates. All such transactions have been made upon substantially the same terms, including
interest rates and collateral, as those prevailing at the same time for comparable transactions with others. In the opinion of management, such
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loans have not involved more than the normal risk of collectibility nor have they presented other unfavorable features. The total amount of loans
outstanding at December 31, 2004 to the Company�s Directors, Executive Officers
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and their associates was $9,511,338, which constituted 1.99% of the Bank�s total loans outstanding at that date.

Report of Compensation Committee on Executive Compensation

The Compensation Committee consists of four independent members of the Board of Directors. This Committee has the responsibility for
conducting the annual performance evaluation of the Chief Executive Officer. The Committee is also responsible for determining the
compensation of the Chief Executive Officer and approving the compensation of the other senior executive officers of the Company and Bank.

The Company is committed to providing competitive compensation packages to attract and retain quality high performance executives who can
and do make major contributions to the Company�s overall success. The compensation package generally includes base salary, cash bonuses,
stock option grants and other benefits which the Committee may deem appropriate to remain competitive and reward an executive officer for
high performance.

Base salaries:

The amount of base compensation potentially payable to the Chief Executive Officer and other senior executive officers is determined by
reviewing independent salary surveys of compensation of executives for similar financial institutions located primarily in the New England
region. Base salaries are targeted at market levels taking into consideration the executive�s level of responsibility, experience, knowledge,
leadership and attainment of performance goals and objectives.

Annual Performance Compensation:

In 1994, the Company instituted a formal performance-based compensation program called �Performance Compensation for Stakeholders�. The
objective of the program is to align the performance of all employees with the Company�s short term and long term objectives. In 2004, total cash
payout under this Stakeholder Performance Compensation program was 19.00% of the participating employees� base salaries paid to all eligible
employees.

The performance compensation program�s overall objective is to maximize the long-term viability of the Company and increase shareholder
value. It addresses this by tying the performance payout to multiple goals which include profitability, growth, productivity and loan quality. The
guiding principle is to reach a balance of profitability, growth, productivity and loan quality which should collectively have a positive impact on
maximizing long-term shareholder value. The Committee believes that this performance based program provides a reward for high levels of
current performance without sacrificing the achievement of long-term goals. Each year specific key performance indicators are chosen along
with company wide financial performance trigger levels. In 2004 some of the indicators were: loan volume, deposit volume, nonperforming loan
levels, past �due loan percentages, non-interest income, Investment Division revenues, net interest income and the efficiency ratio. Since its
introduction in 1994, in the opinion of Management, the Board and this Committee, the program has been successful in meeting its objectives as
measured by the Company�s exceptional performance over the last ten years.

In addition to this � Stakeholder� bonus program, the Committee, with the approval of the Board of Directors, may also establish a discretionary
bonus fund. The CEO working in conjunction with the Compensation Committee may grant additional cash bonuses to selected executive
officers and employees in recognition of their outstanding performance during the year. The Chief Executive Officer is excluded for eligibility
under this particular discretionary bonus fund The Compensation Committee may from time to time grant the Chief Executive Officer a cash
bonus in addition to the formal Stakeholder Performance Compensation program based upon the CEO surpassing previously established
performance goals or work accomplishments above and beyond the stakeholder program.

Compensation of Chief Executive Officer

As previously noted, the amount of base salary potentially payable to the Chief Executive Officer is determined by reviewing independent salary
surveys of CEOs of similar financial institutions located primarily in New England. The Committee takes into consideration the actual salaries
paid to CEOs of these banks in relationship to the performance of the Company in comparison to the selected peer group.

Edgar Filing: FIRST NATIONAL LINCOLN CORP /ME/ - Form DEF 14A

19



Proxy Statement � Page 12

Edgar Filing: FIRST NATIONAL LINCOLN CORP /ME/ - Form DEF 14A

20



The Chief Executive Officer and the Board of Directors at the beginning of each year agree to a set of performance objectives for the Bank as a
whole and the CEO individually. Throughout the year the attainment of the performance objectives is carefully monitored and evaluated and all
employees are well aware of how the Bank is performing and whether the goals are being met. These performance objectives are a combination
of Company financial targets such as attainment of certain profitability levels, return on equity, and increases in earnings per share. In addition,
goals are set for asset growth as well as loan quality targets. Goals are also set for non-financial performance items such as implementation of
strategic plan initiatives and compliance with regulatory matters.

For the year ended December 31, 2004, the Company posted outstanding performance results with a 14.6% increase in net income and a return
on average equity of 17.10%. In addition to these strong earning results the Chief Executive Officer also did an excellent job at meeting all of his
other performance objectives. In 2003, the Company posted comparable performance results with a 14.1% increase in net income and a return on
average equity of 16.39%.

In 2004 the independent directors of the Board also hired an outside consultant to review the compensation package of the CEO. The consultant
provided the independent directors a comprehensive report addressing all aspects of the compensation package for the CEO. Based on the
review of the information provided by the independent consultant as well as the review of base salaries of CEOs of peer group companies and
taking into consideration the record performance of the Company, the Chief Executive Officer�s base salary for 2004 was set at $275,000

Under the Performance Compensation program for all employees the Chief Executive Officer also earned the same Stakeholder bonus of
19.00% paid to all employees which calculated on his base salary amounted to $52,250. During 2004 the Company posted another year of record
earnings with net income increasing $1.1 million or 14.6% over the prior year. In addition, loan growth was exceptional and loan quality
remained very good with loan losses being at record lows as well. During the course of the year the Company was presented an opportunity to
participate in negotiations for a potential merger. In recognition of the CEO working effectively with the Board in negotiating a Definitive
Agreement for the merger with FNB Bankshares and obtaining all required regulatory and shareholder approvals as well as the excellent year of
record earnings, this committee awarded the CEO an additional $75,000 cash bonus. These two bonus amounts comprise the total disclosed as
Bonus in the compensation table.

2004 Compensation Committee Members:

Malcolm E. Blanchard, Chair

Robert B. Gregory

Carl S. Poole, Jr.

Stuart G. Smith

Compensation Committee Interlocks and Insider Participation in Compensation Decisions

During 2004, Directors Gregory, Blanchard, Poole and Smith served as members of the Compensation Committee. No member of the
Committee was, or ever has been, an officer or employee of the Company or the Bank. All Committee members are customers of and engage in
transactions with the Bank in the ordinary course of business. As described in the section entitled �Certain Relationships and Related
Transactions�, all loans to such individuals were made on substantially the same terms, including interest rates and collateral, as those prevailing
at the time for comparable transactions with other persons and, in the opinion of Management, did not involve more than the normal risk of
collectability or present other unfavorable features.

Executive Compensation
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The table below sets forth the cash compensation and certain other compensation paid to the President & Chief Executive Officer as well as the
Executive Vice President & Chief Financial Officer, the Executive Vice President & Senior Loan Officer and the Senior Vice President &
Senior Operations Officer during 2004, 2003 and 2002. No other Executive Officers of the Company and the Bank at December 31, 2004,
received
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compensation in excess of $100,000 for the years ended December 31, 2004, 2003, and 2002.
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Long-Term
Annual Compensation Compensation

Name and Principal Position Year Salary Bonus1 Other2 # Options
Daniel R. Daigneault 2004 $275,000 $127,250 $16,642 -0-
President & 2003 $241,500 $74,678 $17,387 -0-
Chief Executive Officer 2002 $230,000 $49,960 $19,217 -0-
F. Stephen Ward 2004 $138,000 $34,420 $14,150 -0-
Executive Vice President & 2003 $131,250 $31,281 $13,728 -0-
Chief Financial Officer 2002 $125,000 $25,000 $11,283 -0-
Charles A. Wootton 2004 $123,500 $30,865 $13,303 -0-
Executive Vice President & 2003 $115,500 $28,868 $12,079 -0-
Senior Loan Officer 2002 $110,000 $22,720 $11,800
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