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April 15, 2009

Dear Fellow Shareholder:

I am pleased to invite you to our 2009 Annual Meeting of Shareholders, which will be held on Tuesday, May 12, 2009, at 11 a.m., at Millwood
Station, 252 Costello Drive, Winchester, Virginia. The accompanying notice and proxy statement describe the matters to be presented at the
meeting.

Whether or not you plan to attend in person, it is important that your shares be represented at the Meeting. Please complete, sign, date and return
promptly the proxy card that is enclosed in the envelope provided in this mailing. If you later decide to attend the Meeting and vote in person, or
if you wish to revoke your proxy for any reason prior to the vote at the Meeting, you may do so and your proxy will have no further effect.

The Board of Directors and management of the Company appreciate your continued support and look forward to seeing you at the Meeting.

Sincerely,

/s/ Harry S. Smith

Harry S. Smith

President and Chief Executive Officer
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FIRST NATIONAL CORPORATION
112 West King Street
Strasburg, Virginia 22657

April 15, 2009

NOTICE OF 2009 ANNUAL MEETING AND PROXY STATEMENT

The 2009 Annual Meeting of Shareholders of First National Corporation will be held at the Millwood Station, 252 Costello Drive, Winchester,
Virginia, on Tuesday, May 12, 2009, beginning at 11:00 a.m. The items of business are:

1. Toelect 11 directors, each for a term of one year;

2. To consider and approve a non-binding advisory resolution approving the compensation of our executive officers;

3. To ratify the appointment of Yount, Hyde & Barbour, P.C. as our independent registered public accounting firm for the year ending
December 31, 2009; and

4.  To transact such other business as may properly come before the Annual Meeting. Management is not aware of any other business,
other than procedural matters incident to the conduct of the Annual Meeting.

Shareholders of record of First National Corporation common stock (OTCBB: FXNC) at the close of business on April 3, 2009, are entitled to
vote at the meeting and any postponements or adjournments of the meeting. A list of these shareholders is available at the offices of First
National Corporation in Strasburg, Virginia.

Byron A. Brill

Vice Chairman and Secretary
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IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MATERIALS FOR THE SHAREHOLDER MEETING
TO BE HELD ON MAY 12, 2009:

The proxy statement and annual report is available at www.cfpproxy.com/4148.

Your Vote is Important
Please vote as promptly as possible by signing,

dating and returning the enclosed Proxy Card.
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INTRODUCTION

This Proxy Statement is furnished to holders of common stock, $1.25 par value per share (“Common Stock”), of First National Corporation (the
“Company”) in connection with the solicitation of proxies on behalf of the Company by the Board of Directors (the “Board”) of the Company to be
used at the Annual Meeting of Shareholders to be held on May 12, 2009 at 11:00 a.m. at the Millwood Station, 252 Costello Drive, Winchester,
Virginia, and any adjournment thereof (the “Annual Meeting”).

The principal executive offices of the Company are located at 112 West King Street, Strasburg, Virginia. The approximate date on which this
Proxy Statement, the accompanying proxy card and Annual Report to Shareholders (which is not part of the Company’s soliciting materials) are
being mailed to the Company’s shareholders is April 15, 2009. The cost of soliciting proxies will be borne by the Company.

Only shareholders of record at the close of business on April 3, 2009 (the “Record Date””) will be entitled to vote at the Annual Meeting. On the
Record Date, there were 2,922,860 shares of Common Stock issued and outstanding and approximately 680 shareholders of record and at
least 461 additional beneficial owners of shares of Common Stock.

Voting

Each share of Common Stock is entitled to one vote at the Annual Meeting. A majority of the shares of Common Stock entitled to vote,
represented in person or by proxy, constitutes a quorum for the transaction of business at the Annual Meeting.

Shareholders are encouraged to vote using a traditional proxy card. If you are a registered shareholder and attend the meeting, you may deliver
your completed proxy card in person. “Street name” shareholders who wish to vote at the meeting will need to obtain a proxy form from the
institution that holds their shares.

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 thereon. If no contrary instructions are given, each proxy received will be voted “for” the proposal described herein. Any
shareholder giving a proxy has the power to revoke it at any time before it is exercised by (i) filing written notice thereof with the Secretary of
the Company (Secretary, First National Corporation, c/o Registrar and Transfer Company, P.O. Box 1010, Cranford, New Jersey 07016); (ii)
submitting a duly executed proxy bearing a later date; or (iii) appearing at the Annual Meeting or at any adjournment thereof and giving the
Secretary 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.

A shareholder may abstain or (only with respect to the election of directors) withhold his or her vote (collectively, “Abstentions”) with respect to
each item submitted for shareholder approval. Abstentions will be counted for purposes of determining the existence of a quorum. Abstentions
will not be counted as voting in favor of or against the relevant item.

A broker who holds shares in “street name” has the authority to vote on certain items when it has not received instructions from the beneficial
owner. Except for certain items for which brokers are prohibited from exercising their discretion, a broker is entitled to vote on matters presented
to shareholders without instructions from the beneficial owner. “Broker shares” that are voted on at least one matter will be counted for purposes
of determining the existence of a quorum for the transaction of business at the Annual Meeting. Where brokers do not have or do not exercise

such discretion, the inability or failure to vote is referred to as a “broker nonvote.” Under the circumstances where the broker is not permitted to, or
does not, exercise its discretion, assuming proper disclosure to the Company of such inability to vote, broker nonvotes will not be counted as
voting in favor of or against the particular matter.
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Unless authority is withheld in the proxy, each proxy executed and returned by a shareholder will be voted for the election of the nominees
described in this Proxy Statement. The proxy also confers discretionary authority upon the persons named therein, or their substitutes, with
respect to any other matter that may properly come before the Annual Meeting.

PROPOSAL ONE

ELECTION OF DIRECTORS

There are currently 11 directors serving on the Board, all of whom are standing for reelection at the Annual Meeting to serve for a one-year term
and until the election and qualification of their respective successors.

Unless authority is withheld in the proxy, each proxy executed and returned by a shareholder will be voted for the election of the nominees listed
below.

Proxies distributed in conjunction herewith may not be voted for persons other than the nominees named thereon. If any person named as
nominee should be unable or unwilling to stand for election at the time of the Annual Meeting, the proxy holders will nominate and vote for a
replacement nominee or nominees recommended by the Board. At this time, the Board knows no reason why any of the nominees listed below
may not be able to serve as a director if elected. In the election of directors, those receiving the greatest number of votes will be elected even if
they do not receive a majority.

Set forth below is the name of each nominee and, as to each of the nominees, certain information including age and principal occupation. The
date shown as the year in which the director was first elected to the Board represents the year in which the nominee or continuing director was
first elected to the Board of the Company, or previously to the Board of First Bank (the “Bank”).

Unless otherwise indicated, the business experience and principal occupations shown for each nominee has extended five or more years.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” EACH OF THE FOLLOWING PERSONS
NOMINATED BY THE BOARD.

Nominees

Year Named
Director

10



Nominee

Douglas C. Arthur

Dr. Byron A. Brill

Elizabeth H. Cottrell

Dr. James A. Davis

Edgar Filing:
Age

66 1972
61 1980
58 1992
63 1998

FIRST NATIONAL CORP /VA/ - Form DEF 14A

Principal Occupation

Mr. Arthur is Chairman of the Board of the Company and the Board of the
Bank. He is the senior and business partner of Arthur and Allamong, a
general practice law firm with locations in Strasburg and Front Royal,
Virginia. Mr. Arthur has been engaged in the practice of law since 1970.
He also is a director of Shenandoah Telecommunications Company.

Dr. Brill is Vice Chairman and Secretary of the Board of the Company and
Vice Chairman and Secretary of the Board of the Bank. Dr. Brill is a
periodontist who has been in practice in Stephens City, Virginia since
1975.

Mrs. Cottrell has been owner of Riverwood Technologies, a writing/editing
and desktop publishing concern in Maurertown, Virginia, since 1991.

Dr. Davis was formerly President of Shenandoah University located in
Winchester, Virginia, a position that he held from 1982 through June 2008,
when he retired. Dr. Davis also serves on the Board of National Fruit
Product Company, Inc.

11



Nominees (continued)

Nominee

Christopher E. French

John K. Marlow

W. Allen Nicholls

Henry L. Shirkey

Gerald F. Smith, Jr.

Harry S. Smith

James R. Wilkins, 111
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Age

69

62

66

47

55

40

Year Named
Director

1996

2001

1987

1994

2007

2000

2001

Principal Occupation

Mr. French has served as President of Shenandoah Telecommunications
Company, a telecommunications company headquartered in Edinburg,
Virginia, since 1988. Mr. French is also a director of that company.

Mr. Marlow is owner and President of Marlow Motor Co., Inc. in Front
Royal, Tri-State Nissan in Winchester and Marlow Ford in Luray, Virginia,
all of which are automotive sales and service firms. Mr. Marlow also serves
on the Board of Trustees of Shenandoah University.

Mr. Nicholls is President of Nicholls Construction, Inc., a home builder
located in Front Royal, Virginia, a position that he has held for over 31
years.

Mr. Shirkey is a customer service representative with Holtzman Oil Corp.,
a supplier and distributor of petroleum products in Mt. Jackson, Virginia, a
position that he has held since 1993. Mr. Shirkey was previously a banker
in Shenandoah County with Farmers Bank, Dominion Bank and First
Union Bank and was involved in all phases of community bank
management for over 30 years until his retirement.

Mr. Smith is President of Valley Proteins, Inc., a rendering business
headquartered in Winchester, Virginia, a position that he has held since
1992. Mr. Smith also serves on the Board of Trustees of Shenandoah
University.

Mr. Smith has been President and Chief Executive Officer of the Company
and the Bank since 1998. Prior to that date, he had served as Vice President
and Secretary of the Company and Executive Vice President, Secretary and
Cashier of the Bank since 1985. Mr. Smith is also a director of the
Winchester Medical Center and serves as Chairman of the Board of
Trustees of Shenandoah University.

Mr. Wilkins is President of Silver Lake Properties, Inc. and General Partner
of Wilkins Investments, L.P. and Wilkins Enterprises, L.P., all of which are
real estate development and management companies in Winchester,
Virginia. He has been in the real estate development and management
business for over 19 years.

12
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Executive Officers Who Are Not Directors

Executive Officer

M. Shane Bell

Marshall J. Beverley, Jr.

Dennis A. Dysart

J. Andrew Hershey

Christopher T. Martin

STOCK OWNERSHIP

Age

36

57

37

55

40

Position

Mr. Bell has served as Executive Vice President and Chief Financial Officer of the
Company and the Bank since March 2005. He had previously served as Senior Vice
President and Chief Financial Officer of the Company and the Bank from 2003 to
2005, Senior Vice President — Risk Management of the Bank in 2003 and Vice
President — Risk Management of the Bank from 2002 to 2003. Prior to joining the
Bank, Mr. Bell was employed from 1994 to 2002 as a Manager at the accounting firm
of Yount, Hyde & Barbour, P.C.

Mr. Beverley has served as Executive Vice President — Senior Trust Officer of the Bank
since December 2004. Prior to his employment with the Bank, Mr. Beverley had
previously served as Senior Vice President/Team Director of BB&T Wealth
Management (“BB&T”) in 2004, Senior Vice President - Senior Trust Officer of BB&T
from 2002 to 2004 and Senior Vice President - Senior Trust Officer of F&M Trust
Company from 1998 to 2002. Mr. Beverley has over 32 years of experience providing
trust and investment services.

Mr. Dysart has served as Executive Vice President and Chief Administrative Officer
of the Bank since March 2005. Prior to that, Mr. Dysart had previously served as
Executive Vice President — Administration of the Bank from 2003 to 2005 and Senior
Vice President — Administration of the Bank from 1999 to 2003. Mr. Dysart has been
employed by the Bank since 1993.

Mr. Hershey has served as Executive Vice President — Loan Administration of the Bank
since March 2005. Prior to that, Mr. Hershey served as Senior Vice President — Loan
Administration of the Bank from 2000 to 2005 and Vice President and Business
Development Officer of the Bank from 1998 to 2000. Mr. Hershey has been in the
banking industry for over 30 years.

Mr. Martin has served as Executive Vice President — Operations of the Bank since
March 2005. He had previously served as Senior Vice President — Operations of the
Bank from 2003 to 2005 and Vice President - Information Technology of the Bank
from 2002 to 2003. Prior to joining the Bank, Mr. Martin owned and operated
Complete Computer, Inc., an information technology service company, from 1986
through 2002.

Stock Ownership of Directors and Executive Officers

14
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The following table sets forth information as of March 27, 2009, regarding the number of shares of Common Stock beneficially owned by all
directors (who are also all of the director nominees), by the executive officers named in the Summary Compensation Table and by all directors
and executive officers as a group. Beneficial ownership includes shares, if any, held in the name of the spouse, minor children or other relatives
of the director or executive officer living in such person’s home, as well as shares, if any, held in the name of another person under an
arrangement whereby the director or executive officer can vest title in himself at once or at some future time, plus shares held in certain trust
relationships that may be deemed to be beneficially owned by the nominees under the rules and regulations of the Securities and Exchange
Commission (the “SEC”); however, the inclusion of such shares does not constitute an admission of beneficial ownership.

The address for each of the following individuals is First National Corporation, 112 West King Street, Strasburg, Virginia 22657.

15
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Stock Ownership Table
Shares of Common
Stock
Beneficially Owned
1
Percent of Class
(%)

Name
Douglas C. Arthur 19,909(2) *
M. Shane Bell 100 *
Marshall J. Beverley, Jr. 6,811 *
Byron A. Brill 60,680(2) 2.08%
Elizabeth H. Cottrell 48,406(3) 1.66%
James A. Davis 4,740(2) *
Dennis A. Dysart 2,210 *
Christopher E. French 25,985(2)(4) *
J. Andrew Hershey 572 *
John K. Marlow 62,098(2)(3) 2.12%
‘W. Allen Nicholls 25,024 *
Henry L. Shirkey 1,510 *
Gerald F. Smith, Jr. 12,600 *
Harry S. Smith 48,170(3) 1.65%
James R. Wilkins, IIT 210,993(2) 7.22%
All executive officers and directors as a
group (16 persons) 438,612(2)(3) 15.01%

* Indicates that holdings amount to less than 1% of the issued and outstanding Common Stock.

(1) For purposes of this table, beneficial ownership has been determined in accordance with the provisions of Rule 13d-3 under the Securities Exchange Act of
1934, as amended (the “Exchange Act”), under which, in general, a person is deemed to be the beneficial owner of a security if he has or shares the power to
vote or direct the voting of the security or the power to dispose of or direct the disposition of the security, or if he has the right to acquire beneficial
ownership of the security within 60 days.

(2) Amounts presented include shares of Common Stock that the individuals beneficially own indirectly through family members and affiliated companies and
other entities, as follows: Mr. Arthur, 268; Dr. Brill, 11,568; Dr. Davis, 1,405; Mr. French, 20,305; Mr. Marlow, 13,100; and Mr. Wilkins, 100,031.

(3) Amounts presented include 45,598 shares of Common Stock held in the First National Corporation Employee Stock Ownership Plan and Trust (the “ESOP”).
Mrs. Cottrell and Messrs. Marlow and Smith serve as trustees of the ESOP and have certain voting and dispositive powers with respect to such shares.

(4) Mr. French has disclaimed Beneficial Ownership of 3,680 shares owned directly by his spouse.
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Stock Ownership of Certain Beneficial Owners

The following table sets forth, as of March 27, 2009, certain information with respect to the beneficial ownership of shares of Common Stock by

each person who owns, to the Company’s knowledge, more than 5% of the outstanding shares of Common Stock.

Number of Percent of
Shares
Name and Address Class (%)
James R. Wilkins, IIT 210,993 (1) 7.22%

1016 Lake St. Clair Drive

Winchester, Virginia 22603

(1) Amounts presented include 100,031 shares of Common Stock that Mr. Wilkins beneficially owns indirectly through family members and affiliated
companies.

17
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires the Company’s directors and executive officers, and any persons who own more than 10% of the
outstanding shares of Common Stock, to file with the SEC reports of ownership and changes in ownership of Common Stock. Officers and
directors are required by SEC regulations to furnish the Company with copies of all Section 16(a) forms that they file. Based solely on review of
the copies of such reports furnished to the Company or written representation that no other reports were required, the Company believes that,
during fiscal year 2008, all filing requirements applicable to its officers and directors were satisfied, except for the following transactions that
were inadvertently filed late. Gerald F. Smith, Jr., a director, indirectly purchased shares of Common Stock in May 2008. These transactions
were filed late on Form 4 in May 2008 and June 2008. Dr. Byron A. Brill, a director, indirectly purchased shares of Common Stock in February
2008. This transaction was filed late on Form 4 in September 2008.

CORPORATE GOVERNANCE AND BOARD MATTERS

General

The business and affairs of the Company are managed under the direction of the Board in accordance with the Virginia Stock Corporation Act
and the Company’s Articles of Incorporation and Bylaws. Members of the Board are kept informed of the Company’s business through
discussions with the Chairman of the Board, the President and Chief Executive Officer and other officers, by reviewing materials provided to
them and by participating in meetings of the Board and its committees.

Code of Conduct and Ethics

The Audit and Compliance Committee of the Board has approved a Code of Conduct and Ethics for the Company’s directors and employees,
including the principal executive officer and principal financial and accounting officer. The Code addresses such topics as protection and proper
use of the Company’s assets, compliance with applicable laws and regulations, accuracy and preservation of records, accounting and financial

reporting and conflicts of interest. It is available on the Company’s web page atwww.therespowerinone.com.

Board and Committee Meeting Attendance

Meetings of the Board are regularly held, at least once per quarter, including an organizational meeting following the conclusion of each Annual
Meeting of Shareholders. There were twelve meetings of the Board in 2008. Each incumbent director attended greater than 75% of the
aggregate number of meetings of the Board and meetings of committees of which the director was a member in 2008.

Director Independence

18
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The Board has determined that the following directors are independent as that term is defined in the listing standards of the Nasdaq Stock
Market, Inc. (“NASDAQ”):

Douglas C. Arthur Christopher E. French Gerald F. Smith, Jr.
Byron A. Brill John K. Marlow James R. Wilkins
Elizabeth H. Cottrell W. Allen Nicholls

James A. Davis Henry L. Shirkey

The Board considered all relationships that directors had with the Company in determining independence. Douglas C. Arthur received fees from
the Company for performing real estate settlement services, for Bank loan customers, through the law firm of Arthur and Allamong. The Board
determined that these transactions did not impair his independence under NASDAQ listing standards.

There are no other transactions, relationships or arrangements between the Company and any of the other independent directors except as set
forth in “Certain Relationships and Related Party Transactions” on page 16 of this Proxy Statement.
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Committees

The Company has three standing committees: Audit and Compliance, Compensation and Nominating. Information regarding these committees is
provided below.

The members of theAudit and Compliance Committee are:

Christopher E. French (Chair)
Elizabeth H. Cottrell

James A. Davis

John K. Marlow

Gerald F. Smith, Jr.

The Audit and Compliance Committee assists the Board in fulfilling the Board’s oversight responsibility to the shareholders relating to the
integrity of the Company’s consolidated financial statements, the Company’s compliance with legal and regulatory requirements, the
qualifications, independence and performance of the Company’s independent registered public accounting firm and the performance of the
internal audit function. The Audit and Compliance Committee is directly responsible for the appointment, compensation, retention and
oversight of the work of the independent registered public accounting firm engaged for the purpose of preparing and issuing an audit report or
performing other audit, review or attestation services for the Company. The Board has adopted a written charter for the Audit and Compliance

Committee. The Audit and Compliance Committee Charter is available on the Company’s web page atwww.therespowerinone.com.

The Board has determined in its business judgment that all members of the Audit and Compliance Committee satisfy the independence and
financial literacy requirements for audit committee members under NASDAQ listing standards and applicable SEC regulations. In addition, the
Board has determined that Mr. Gerald F. Smith, Jr. qualifies as an audit committee financial expert as defined by SEC regulations and has
designated him as the Company’s Audit Committee Financial Expert.

The Audit and Compliance Committee met four times during the year ended December 31, 2008. For additional information regarding the
Audit and Compliance Committee, see “Audit and Compliance Committee Report” on page 18 of this Proxy Statement.

The members of the Compensation Committee are:

Elizabeth H. Cottrell (Chair)

Byron A. Brill
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James A. Davis

John K. Marlow

The Compensation Committee reviews and recommends the levels and types of compensation of officers and employees, including salaries,
bonuses and benefits to the Board. The Committee also reviews and recommends employment agreements and other compensation related
matters, including fees paid to directors of the Company. The Committee is responsible for assisting the Board in attracting, motivating and
retaining high-quality executives that will advance the interests of shareholders and for delivering levels of compensation that are commensurate
with performance.

The Board has adopted a written charter for the Compensation Committee. The Compensation Committee Charter is available on the Company’s
web page at www.therespowerinone.com.

Management provides compensation recommendations for the Committee’s consideration and manages the Company’s executive compensation
programs, policies and governance. Direct responsibilities of management include, but are not limited to:

§ providing an ongoing review of the effectiveness of the compensation programs, including competitiveness, and alignment with the
Company’s objectives;

§ recommending changes, if necessary to ensure achievement of all program objectives; and

§ recommending pay levels and bonus payouts for executive officers other than the chief executive officer.
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In September 2004, the Committee utilized a compensation consultant to assist in the development and evaluation of compensation policies and
the Committee’s determinations of compensation awards. The role of the consultant was to provide independent, third-party advice and expertise
in executive compensation issues. Compensation policies have not been changed since the development and evaluation of compensation policies
and awards in 2004.

The Board has determined in its business judgment that all members of the Compensation Committee are independent as that term is defined in
the listing standards of the NASDAQ. The Compensation Committee met two times during the year ended December 31, 2008.

The members of the Nominating Committee are:

John K. Marlow (Chair)
Elizabeth H. Cottrell
James A. Davis

Henry L. Shirkey

James R. Wilkins, 111

The Nominating Committee assists the Board in developing criteria for open Board positions, reviews background information on potential
candidates and makes recommendations to the Board regarding such candidates. The Committee also facilitates the Board’s periodic
self-evaluation, evaluates the adequacy of the current Board membership and assists with corporate governance matters, including the
determination of board and committee independence.

The Board has adopted a written charter for the Nominating Committee. The Nominating Committee Charter is available on the Company’s web
page at www.therespowerinone.com.

The Board has determined in its business judgment that all members of the Nominating Committee are independent as that term is defined in the
listing standards of NASDAQ. The Nominating Committee met three times during the year ended December 31, 2008.

Director Selection Process

The Nominating Committee operates under a written Charter. The Committee has established procedures that provide guidance for evaluating
the composition of the Board, current directors and director nominees. Procedures include, but are not limited to the following processes and
evaluation criteria:
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The Process

wn LN LR LN LR Voclvoel

Evaluating the need for additional Board positions;

Considering candidates for Board membership suggested by its members and other Board members, as well as management and
shareholders;

Consulting about potential candidates with the Chairman of the Board, the Chief Executive Officer, and other Directors as appropriate;
Evaluating the prospective nominee against the specific criteria established for the position, including, but not limited to the criteria below;
Interviewing the nominee, if the Committee decides to proceed with further consideration;

Recommending an action to the full Board that makes the final determination whether to nominate or appoint the new Director after
considering the Committee’s report; and

Generally maintaining criteria for Board positions which are utilized to evaluate directors and director nominees.

The Evaluation Criteria

LN wOn wOR LN wOn LR

10

The ability to represent the interests of the shareholders of the Company;

Standards of integrity, commitment and independence of thought and judgment;

The ability to dedicate sufficient time, energy and attention to the diligent performance of his or her duties, including the prospective
nominee’s service on other public company boards;

The extent of contribution to the range of talent, skill and expertise appropriate for the Board;

The willingness to meet at least the minimum equity interest holding required by law; and

The willingness to serve on the Board for an appropriate period of time to develop comprehensive knowledge about the Company’s principal
operations.
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In the consideration of director nominees, including any nominee that a shareholder may submit formally (as described below) or informally (by
contacting a director), the Board considers, at a minimum, the above factors for new directors, or the continued service of existing directors.

Shareholders entitled to vote for the election of directors may submit candidates for formal consideration by the Nominating Committee in
connection with an annual meeting if the Company receives timely written notice, in proper form, for each such recommended director nominee.
If the notice is not timely and in proper form, the nominee will not be considered by the Company. To be timely for the 2009 Annual Meeting,
the notice must be received within the time frame set forth in “Shareholder Communications” on page 20 of this Proxy Statement. To be in proper
form, the notice must include each nominee’s written consent to be named as a nominee and to serve, if elected, and information about the
shareholder making the nomination and the person nominated for election. These requirements are more fully described in Article II, Section F,

of the Company’s Bylaws, a copy of which will be provided, without charge, to any shareholder upon written request to the Secretary of First
National Corporation, whose address is First National Corporation, 112 West King Street, Strasburg, Virginia, 22657.

Attendance at the Meeting

The Company encourages members of the Board to attend the Annual Meeting of Shareholders. All directors attended the 2008 Annual Meeting.

Communications with Directors

Any director may be contacted by writing to him or her c/o First National Corporation, 112 West King Street, Strasburg, Virginia, 22657.
Communications to the non-management directors as a group may be sent to the same address, c/o the Secretary of First National Corporation.
The Company promptly forwards, without screening, all such correspondence to the indicated directors.

EXECUTIVE COMPENSATION

The Company strives to attract, motivate and retain high-quality executives by providing total compensation that is performance-based and
competitive with the various labor markets and industries in which the Company competes for talent. The Company provides incentives to
advance the interests of shareholders and deliver levels of compensation that are commensurate with performance. Overall, the Company
designs its compensation plan to support the corporate business strategy and business plan by clearly communicating what is expected of
executives with respect to goals and results and by rewarding achievement, retaining and recruiting executive talent, and creating strong
performance aligned with shareholders’ interest. The Company seeks to achieve these objectives through two key compensation elements, a base
salary and a performance-based annual cash bonus.

Recent Legislation and Events

In March 2009, the Company sold a series of its preferred stock to the U.S. Department of Treasury (the “Treasury”) under the Troubled Asset
Relief Program (“TARP”) Capital Purchase Program (“CPP”) created under the Emergency Economic Stabilization Act of 2008 (the “EESA”). As a
result of this transaction, the Company became subject to certain executive compensation requirements under the CPP, the EESA, and Treasury
regulations. Those requirements apply to Harry S. Smith, M. Shane Bell, Dennis A. Dysart, J. Andrew Hershey and Marshall J. Beverley, Jr.

(collectively, the “SEOs”Yhose requirements are:

§ A prohibition on providing incentive compensation arrangements that encourage SEOs to take unnecessary and excessive risks.

§
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The Compensation Committee must review SEO incentive compensation arrangements with senior risk officers to ensure that SEOs
are not encouraged to take such risks and must meet annually with senior risk officers to discuss and review the relationship between
risk management policies and practices and the SEO incentive compensation arrangements.
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§  Recovery of any bonus or incentive compensation paid to an SEO where the payment was later found to have been based on
statements of earnings, gains, or other criteria which prove to be materially inaccurate.

§  Limits on the amounts that can be paid under change in control and similar agreements which provide payments upon separation of
service.

§  Limits on the Company’s tax deduction for compensation paid to any SEO of $500,000 annually.

Before electing to participate in the program, the Company carefully considered the foregoing limits and concluded that they are not inconsistent
with, and would not unduly interfere with, the Company’s compensation philosophy or compensation plans and programs.

On February 17, 2009, President Obama signed the ARRA, which imposes additional compensation restrictions on institutions that participate in
the CPP. This law requires the Secretary of the Treasury to establish compensation standards, including the following:

§  Limits on compensation that exclude incentives for senior executive officers to take unnecessary and excessive risks that threaten the
value of the institution;

§  Provisions for the recovery of any bonus, retention award or incentive compensation paid to a senior executive officer and any of the
next 20 most highly compensated employees based on statements of earnings, revenues, gains or other criteria later found to be
materially inaccurate; and

§ A prohibition on payments to a senior executive officer or any of the next five most highly compensated employees for departure from
the institution for any reason, except payment for services performed or benefits accrued.

The ARRA requires both the Treasury and the SEC to issue rules to implement these new executive compensation restrictions, and as such the
requirements remain subject to clarification, revision or expansion. After the Treasury and the SEC publish these rules, the Compensation
Committee will reevaluate the Company’s executive compensation program to determine if additional modifications are necessary. The
Compensation Committee believes that its compensation policies are consistent with EESA or the ARRA, and has modified its compensation
policies and agreements in order to meet the requirements of these statutes and regulations while any CPP assistance is outstanding.

Summary Compensation Table

The following table provides information concerning total compensation earned or paid to the Chief Executive Officer and the two other most
highly compensated executive officers of the Company who served in such capacities as of December 31, 2008 for services rendered to the
Company during 2007 and 2008. These three executive officers are referred to as the named executive officers in this proxy statement. The
named executive officers receive compensation from First Bank, a wholly-owned subsidiary of First National Corporation. The named executive
officers do not receive any compensation from the Company. Employment agreements for named executive officers are described in more detail
below under the headings “Employment Agreements” and “Potential Payments Upon Termination or Change of Control” on page 14 of this proxy
statement. There were no long-term compensation awards granted in 2008.

12
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Summary Compensation Table

Non-
Equity Nonqualified
Deferred
Incentive Compensation
Earnings All Other
Plan Comp-
$) Compen-sation
ensation
$2)3)
Salary Bonus Total
®@
Name and Principal Position Year ®0G) ® ®

Harry S. Smith 2008 278,077 - - - 8,828 286,905
President 2007 262,308 - 47,740 - 13,535 323,583
Chief Executive Officer

Dennis A. Dysart 2008 163,558 - - - 6,462 170,020
Executive Vice President 2007 156,250 - 21,563 - 5,953 183,766
Chief Administrative Officer

J. Andrew Hershey 2008 156,942 - - - 9,955 166,897
Executive Vice President 2007 151,250 - 19,738 - 9,668 180,656

Loan Administration

(1)  This column represents bonus amounts earned during 2008 and 2007 under the Company’s performance-based compensation plan for achievements
relating to Company and individual performance for the 2008 and 2007 fiscal years, respectively.

(2) “All Other Compensation” represents matching contributions by the Company to the named executive officer’s account in the Company’s 401(k) plan, life
insurance premiums and club dues paid on their behalf, and a vehicle allowance.

(3) The vehicle allowance and club dues were eliminated during 2007 for Harry S. Smith, and as a result, his salary was increased by $20,000.

Performance-Based Compensation Plan
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The annual bonus process for named executive officers involves four basic steps utilized to administer the Company’s Performance-Based
Compensation Plan:

* At the outset of the year:

(1) Set overall Company performance goals for the year;
(2) Set individual performance measures for the year; and
(3) Set a target bonus for each individual.

o After the end of the year:

(4) Measure actual performance (individual and Company-wide) against the Company performance goals and individual
performance measures to determine the appropriate adjustment to the target bonus, as well as other performance
considerations related to unforeseen events during the year.
Under the performance-based compensation plan, the Board reserves the right to withhold or adjust individual awards provided that the Board
notifies the executive officer, in writing, within a reasonable period of time following the decision to withhold. In addition, unless the Board
deems otherwise, awards will not be paid if minimum profitability levels and regulatory ratings are not obtained. The Board has not exercised its
discretion to withhold bonus payments in the past.

At the beginning of 2008, the Compensation Committee established the following Company performance goal for 2008 bonuses based upon the
following financial measure:

* Earnings per share growth, versus last year, as compared to an external peer group.

The Committee established a target range for earnings per share growth, based on the financial plan that included a minimum that was required
to be attained in order to receive any payment from the Company performance portion. This goal was to be measured against an external peer
group which was comprised of Virginia-based financial institutions of similar size. If the minimum performance level

13
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was not met, which was determined by the Committee to be the seventh highest position in the peer group, the measure would result in no bonus
payment. The targeted performance level to achieve 100% of the Company performance portion was determined by the Committee to be the
third highest position in the peer group. The following companies were selected by the Compensation Committee as the Company’s peer group
for the 2008 Performance-Based Compensation Plan.

Alliance Bankshares Corporation
Central Virginia Bankshares, Inc.
Community Financial Corporation
Eagle Financial Services, Inc.
Fauquier Bankshares, Inc.

Hampton Roads Bankshares, Inc.
Millennium Bankshares Corporation

LOn LOP LOP 0P LOR 0P 0P O

Monarch Financial Holdings, Inc.
§ Valley Financial Corporation

Individual performance was then measured and compared to specific goals that were established for each executive officer at the beginning of
2008 that included minimum performance goals, target performance goals and optimum performance goals.

Employment Agreements

Effective as of October 1, 2002, the Company entered into employment contracts with Harry S. Smith, Dennis A. Dysart and J. Andrew
Hershey. These contracts were amended December 1, 2008. The contract with Harry S. Smith provides for his service as President and Chief
Executive Officer of both the Company and the Bank at an initial base annual salary of $270,000. The contracts with Dennis A. Dysart and J.
Andrew Hershey provide for their services in senior management or executive capacities at initial base annual salaries of $157,500 and
$152,500, respectively.

Material terms of these agreements included prohibiting the Company from decreasing the salary of the employee, to provide certain severance
payments to the employee if terminated without Cause or in the event of a change of control, and an agreement not to compete with the
Company. On March 13, 2009, the agreements were amended to (1) prohibit any payment to these employees for departure form the Company
for any reason, except payment for services or benefits accrued and (2) to eliminate the agreement not to compete with the Company. Both of
these amendments are effective while any Capital Purchase Program assistance is outstanding. The prohibition of payments for departure from
the Company was required to comply with Treasury requirements under the Capital Purchase Program.

Retirement Benefits

The Bank has a noncontributory, defined benefit pension plan for all full-time employees over 21 years of age with at least one year of credited
service. Benefits are generally based upon years of service and average compensation for the five highest-paid consecutive years of service. The
Bank’s funding practice has been to make at least the minimum required annual contribution permitted by the Employee Retirement Income
Security Act of 1974, as amended, and the Internal Revenue Code of 1986, as amended.

The Company also maintains a 401(k) plan and an employee stock ownership plan (ESOP) for all eligible employees. All employees who are
age nineteen or older are eligible for the 401(k) plan and the ESOP.
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The Company did not provide nonqualified deferred compensation plans for employees during 2008.

Potential Payments Upon Termination or Change of Control

Each employment contract with a named executive officer is for a rolling two-year term, and the executive officer is eligible for base salary
increases and bonuses as determined by the Board. The officer’s employment may be terminated by the Company with or without cause. If he
resigns for “good
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reason” or is terminated without “cause” (as those terms are defined in the respective employment agreement), however, he is entitled to his salary
and benefits for the remainder of his contract. If his employment terminates for good reason or without cause within one year of a change in
control of the Company, he will be entitled to severance payments approximately equal to 299% of his annual cash compensation for a period

that precedes the change in control as determined under the Internal Revenue Code of 1986, as amended. The following table provides

payments that could be due the named executive officers under different scenarios:

Potential Payments Upon Termination or Change of Control

Terminate Employment for Good
Reason or Without Cause

$@
Name
Harry S. Smith 560,000
Dennis A. Dysart 330,000
J. Andrew Hershey 316,000

Terminate Employment for Good
Reason or Without Cause within 12
months post Change of Control

®Q)

837,200
493,420
472,420

(1)  Mr. Smith, Mr. Dysart and Mr. Hershey would have received the payments from the Company shown in the above table for termination of employment
between March 1, 2008 and February 28, 2009 for Good Reason or without Cause. Payments would have been made to these executives in the form of

a lump sum payment on the date of termination.
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