EAGLE FINANCIAL SERVICES, INC.
2 East Main Street
P.O. Box 391
Berryville, Virginia 22611

NOTICE OF 2011 ANNUAL MEETING OF SHAREHOLDERS
The Annual Meeting of Shareholders (the “Annualelitey”) of Eagle Financial Services, Inc. (the “Gmany”) will be held on
Wednesday, May 18, 2011, at Noon at the John Henire Company Social Hall, Berryville, Virginialhe purpose of the meeting
shall be as follows:
1. To elect three (3) Directors, Thomas T. ByrduBlas C. Rinker, and John D. Stokely, Jr. forrentef three (3) years.
2. To transact such other business as shall gyopeme before the Annual Meeting or any adjournntieereof.
The Board of Directors has fixed the close of bess on April 1, 2011, as the record date for d@teng the shareholders of the

Company entitled to notice of and to vote at thedal Meeting and any adjournments thereof.

By order of the Board of Directors,

QW W MGk 4

James W. McCarty, Jr.
Vice President and Secretary-Treasurer

Berryville, Virginia
April 20, 2011

Whether or not you plan to attend the Annual Meetirg, it is important your shares be represented andoted. Please
complete, sign, date and return the enclosed proxgromptly in the postage-paid envelope provided. Té enclosed proxy, when
returned properly executed, will be voted in the mé#er directed in the proxy.

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PR OXY MATERIALS FOR
THE SHAREHOLDER MEETING TO BE HELD ON MAY 18, 2011:

The proxy statement and the Company’s 2010 annuakport on Form 10-K are available at
www.bankofclarke.com/2011annualmeeting.html



EAGLE FINANCIAL SERVICES, INC.
2 East Main Street
P.O. Box 391
Berryville, Virginia 22611

PROXY STATEMENT
2011 ANNUAL MEETING OF SHAREHOLDERS
May 18, 2011

This Proxy Statement is being furnished to theednalders of Eagle Financial Services, Inc. (therfPany”) in connection with
the solicitation of proxies by the Board of Diragt@f the Company to be voted at the Annual Meedih§hareholders to be held on May
18, 2011, at Noon at the John H. Enders Fire CosnBacial Hall, Berryville, Virginia, and at any adjrnment thereof.

The cost of solicitation of proxies and prepamidd proxy materials will be borne by the Compar8olicitations of proxies will
be made by use of the United States mail and maydme by direct or telephone contact by employédteoCompany. Brokerage
houses and nominees will be requested to forwaedptioxy materials to the beneficial holders of #hares held of record by these
persons, and the Company will reimburse them feirtheasonable charges in this connection. Shemesented by duly executed
proxies in the accompanying form received by then@any prior to the meeting and not subsequentlpked will be voted at the
meeting. The approximate date on which this pstagement, the accompanying proxy card and AnnepbR to Shareholders (which is
not part of the Company'’s soliciting materials) betng mailed to the Company’s shareholders isl|&8i2011.

Where a shareholder directs in the proxy a cheite respect to any matter that is to be votedtioat direction will be followed.
If no direction is made, proxies will be voted iavbr of the election of the Directors and in thstjedgment of Messrs. Robert W.
Smalley, Jr., Randall G. Vinson and James R. Walkilt. on such other business, if any, which mapgnly come before the meeting or
any adjournment. Any person who has returned ayphas the power to revoke it at any time beforis iexercised by submitting a
subsequently dated proxy, by giving notice in wgtto the Secretary of the Company, or by votingarson at the meeting.

The close of business on April 1, 2011, has beemfas the record date for the Annual Meeting amyl adjournment thereof.
The number of shares of Common Stock outstandinghah date and entitled to vote at the Annual Megtivas 3,279,940. Each
outstanding share of the Company’s Common Stoekiiled to one vote on all matters submitted tarsholders at the meeting. There
are no cumulative voting rights. A majority of thieares of Common Stock entitled to vote, represkint person or by proxy, constitutes
a quorum for the transaction of business at theudhNleeting.

A shareholder may abstain or (only with respecth#election of directors) withhold his or heregtollectively, “Abstentions”)
with respect to each item submitted for sharehodg@roval. Abstentions will be counted for purposé determining the existence of a
quorum. Abstentions will not be counted as votiméavor of or against the relevant item.

A broker who holds shares in “street name” hasathtbority to vote on certain items when it has negeived instructions from
the beneficial owner. Except for certain itemsvdrich brokers are prohibited from exercising thigcretion, a broker is entitled to vote
on matters presented to shareholders without ictitns from the beneficial owner. “Broker shar#sdt are voted on at least one matter
will be counted for purposes of determining thestdce of a quorum for the transaction of busimeshe Annual Meeting. Where
brokers do not have or do not exercise such disarethe inability or failure to vote is referred &s a “broker nonvote.” Under the
circumstances where the broker is not permittedrtaoes not, exercise its discretion, assuminggrrdisclosure to the Company of such
inability to vote, broker nonvotes will not be caed as voting in favor of or against the particutaatter. A broker is prohibited from
voting on the election of directors without instioos from the beneficial owner; therefore, thedtes will not be treated as present or
represented at the meeting and will not be includetktermining whether a quorum is present. If feld your shares in street name, you
must vote your shares if you wish your shares tedted in the election of directors.

The purposes of the meeting are to elect Direcars vote on such other business, if any, that praperly come before the
meeting or any adjournment. The Board of Directersot aware of any matters other than those ibegtin this Proxy Statement that
may be presented for action at the Annual MeetiHgwever, if other matters do properly come betbe Annual Meeting, the persons
named in the enclosed proxy card possess discagfi@uthority to vote in accordance with their jaggment with respect to such other
matters.



PROPOSAL ONE - ELECTION OF DIRECTORS

The Board of Directors of the Company is struaureo three classes (1, Il, and Ill) with one dadected each year to serve a
three-year term. The term of Class Il Directorff expire at the Annual Meeting. The persons nafpeldw, all of whom are currently
members of the Board, will be nominated to serv€lass Il Directors. If elected, the Class Il noggs will serve until the 2014 Annual
Meeting of Shareholders. All nominees have coresktd be named and have indicated their intenereesif elected. Those nominees
receiving the greatest number of votes shall beneéeeclected even though they may not receive arityajdAbstentions and broker non-
votes will not be considered a vote for, or a \against, a Director.

Certain information concerning the nominees fectbn at the Annual Meeting as Class Il Direcierset forth below, as well
as certain information about the Class | and llteBiors, who will continue in office until the 20hd 2013 Annual Meetings of
Shareholders, respectively. The following biogiaphinformation discloses each Director's agengipal occupation during the last five
years and the year that each individual was flestted to the Board of Directors of the Companpm@viously to the Board of Directors of
Bank of Clarke County (the “Bank”), the predecessoand now a wholly owned subsidiary of the Conypam addition, the following
information includes the particular experienceslijigations, attributes and skills that lead theaBd to conclude that each person should
serve as a Director.

The Board of Directors recommends a vote FOR the Bectors nominated to serve as Class Il Directors.
Class Il (Nominees to be elected to serve until t#014 Annual Meeting):

Thomas T. Byrd, 65, has been a Director since 1995.
Mr. Byrd is the President and Publisher of Win¢be&vening Star, Inc., a newspaper publishing @mpheadquartered in
Winchester, Virginia. Through his experiences, Byrd has developed relevant financial, accountimdj @mpliance knowledge.

Douglas C. Rinker, 51, has been a Director since 2006.

Mr. Rinker is the Chairman of the Board and Prasidof Winchester Equipment Company, an equipmalgssand service
company in Winchester, Virginia. As the chief ext@ea officer of a successful company, Mr. Rinkeoyides the Board with valuable
insight and guidance on the issues of corporatesty, business community growth and risk managemédditionally, Mr. Rinker has
demonstrated his commitment to the community bistisg several community and civic organizations.

John D. Stokely, Jr, 58, has been a Director since 2006.

Mr. Stokely is the President and owner of Cavdliand Development Corp., a real estate developmemipany in Ashburn,
Virginia. His broad experience and perspectiveaasentrepreneur brings to the Board a substargfurce with respect to finance,
strategic planning and corporate governance.

Class Il (Incumbent Directors to be elected to sare until the 2012 Annual Meeting):

Mary Bruce Glaize, 55, has been a Director since 1998.
Mrs. Glaize is a former educator and local voluntethe Shenandoah Valley Discovery Museum. Ideolvement in the
communities in which the Company operates allowsd@lentify the needs of the Bank’s customers poigntial customers.

Randall G. Vinson, 64, has been a Director since 1985.
Mr. Vinson is a Pharmacist and Owner of Berryvllbarmacy in Berryville, Virginia. Mr. Vinson bgs an entrepreneurial
perspective as well as an understanding of theitapoe of oversight and risk management.

James R. Wilkins, Jr, 65, has been a Director since 1998.

Mr. Wilkins is the Vice President of Silver Lakeoperties, Inc. and JRW Properties and Rentals,dnd a member of Silver
Lake, LLC, Wilkins Investments, L.P. and Wilkins terprises, L.P. These entities are real estateldement and management
companies in Winchester, Virginia. He is also aBlomember for Winchester Medical Center Board rfstees. Until May 2005, Mr.
Wilkins was President of Wilkins ShoeCenter, Irecfootwear retailer in Winchester, Virginia. Adaamer board member of a public
financial institution, Mr. Wilkins brings significa expertise in the areas of management, strapdgming and business development.

Class | (Incumbent Directors to serve until the 202 Annual Meeting):

Thomas T. Gilpin, 58, has been a Director since 1986.

Mr. Gilpin is the Chairman of the Board of botletGompany and the Bank. He is the President obit&ity Company, a real
estate investment company in Winchester, Virginkde is also President of Clarco Corporation, whiglerates as Northside Lanes, a
bowling center in Winchester, Virginia. He is aB@oard member for Winchester Medical Center Badr8rustees. Mr. Gilpin's broad
experience provides the Company leadership andeosns-building skills to guide the Board througttical discussions regarding its
current challenges and future strategic initiatives



John R. Milleson, 54, has been a Director since 1999.

Mr. Milleson has been the President and Chief Ettee Officer of both the Company and the Bank it®99. From 1997 to
1999, he was Executive Vice President and Secraiagsurer of the Company and Executive Vice Pesdidnd Chief Administrative
Officer of the Bank. He brings operational riskrmagement and financial accounting knowledge.

Robert W. Smalley, Jr, 59, has been a Director since 1989.

Mr. Smalley is the President of Smalley Package [@o., a company focused on real estate managemBerryville, Virginia.
He is also the Vice Chairman of Loudoun Mutual hasice Company, a property and casualty insurarmedar in the State of Virginia.
Mr. Smalley’s institutional knowledge and longstangdboard service make him a distinctively quatifreember of the board.

James T. Vickers 58, has been a Director since 2001.

Mr. Vickers is the Chief Executive Officer of Oakst Companies, a family of real estate-relatedpaories in Winchester,
Virginia. Mr. Vickers has gained practical busimexperience during the course of his successfekecan the real estate industry. His
first hand knowledge of real estate development #hedreal estate markets in which the Company ¢@eraroves valuable as the
Company works through the current economic chaéieng

Executive Officers Who Are Not Directors

Robert C. Boyd, 58, has served as Senior Vice President and S€nédlit Officer of the Bank since December 20P0ior to joining the
Company, Mr. Boyd served as Commercial Relationbapager with StellarOne from June 2009 to Noven2®di0. From February
2009 to July 2009, Mr. Boyd served as a Loan Rewemsultant with Thurmond Clower & Associate. Frdaly 2007 to January 2009
Mr. Boyd served as Executive Vice President andkigtaianager with United Bank and from December 2@0&une 2007 as Senior
Lender and Credit Officer with The Marathon Bank.

Kathleen J. Chappell 44, has served as Vice President and Chief Fiala@ficer of the Company and Senior Vice Prestderd CFO
of the Bank since January 2009. From 2005 to Zb@8served as Senior Vice President and Chief Eiala@fficer of Middleburg
Financial Corporation.

Kaley P. Crosen 45, has served as Senior Vice President and Hireaaurces Director since 2008. Ms. Crosen seaseadice President
of Human Resources from 1999 to 2008.

Dale L. Fritts, 61, has served as Senior Vice President and Seogor Officer of the Bank since 2008. Mr. Fritts\a=t as Senior Vice
President and Associate Senior Lender from 202068.

John E. Hudson 53, has served as Senior Vice President and Magk®irector of the Bank since 2003. Mr. Hudsenved as Vice
President and Marketing Director of the Bank frod®4 to 2003.

James W. McCarty, Jr., 41, has served as Vice President and Secretagsiirer of the Company and Executive Vice Presialetht
Chief Administrative Officer of the Bank since 2008Ir. McCarty served as Vice President and Chieéfcial Officer of the Company
from 1997 to 2008. Mr. McCarty served as SeniaeWresident and Chief Financial Officer of the IBaimce 2000.

Elizabeth M. Pendleton 62, has served as Senior Vice President and ISEnist Officer of the Bank since 2000. Mrs. Penolh served
as Vice President and Trust Officer of the Bankfrt998 until 2000.



SECURITY OWNERSHIP

Ownership of Directors and Executive Officers

The following table sets forth, as of March 18120certain information with respect to beneficianership of shares of

Common Stock by each of the members of the Boardioéctors, by each of the executive officers ided in the “Summary
Compensation Table” below (collectively, the “nangegtcutive officers”) and by all Directors and extéee officers as a group.

Amount and Nature of Percent of
Beneficial Class (2)
Name of Beneficial Owner Ownership (1)
Thomas T. Byrd 30,467 3) *
Dale L. Fritts 7,351 (4) *
Thomas T. Gilpin 110,566 (3) 3.37
Mary Bruce Glaize 4,588 3) *
James W. McCarty, Jr. 19,639 4)(5) *
John R. Milleson 72,853 (4)(5) 222
Douglas C. Rinker 2,940 *
Robert W. Smalley, Jr. 16,097 3) *
John D. Stokely, Jr. 2,344 *
James T. Vickers 19,755 *
Randall G. Vinson 35,546 (3) 1.08
James R. Wilkins, Jr. 196,112 (3) 5.98
Directors and executive officers
as a group (17 persons) 560,469 3) (4) (5) .986

@)

@)
@)

(4)
®)

Percentage of ownership is less than one peafeht outstanding shares of Common Stock.

For purposes of this table, beneficial owngrdhas been determined in accordance with the pomgsof Rule 13d-3 of the
Securities Exchange Act of 1934 under which, inegah a person is deemed to be the beneficial oofh@isecurity if he has, or
shares, the power to vote, or direct the votinghefsecurity or the power to dispose of, or djréwet disposition of the security,
or if he has the right to acquire beneficial owhgof the security within 60 days.

Based on 3,279,940 shares issued and outstaativiarch 18, 2011.

Amounts presented include shares of CommonkStioat the individuals beneficially own indirectlyrtdugh family
members and affiliated companies and other entikiesllows: Mr. Byrd, 28,657; Mr. Gilpin, 73,67®RIrs. Glaize, 237;
Mr. Smalley, 6,760; Mr. Vinson, 11,321; Mr. Wilkin0,964;

Amounts presented include 29,417 shares of Cmm&tock held in the Bank of Clarke County Employ€éd (k) Savings and
Stock Ownership Plan

Amounts include shares of Common Stock whicly m& acquired pursuant to currently exercisablekstptions. Information
regarding the number of exercisable options islasd in the "Outstanding Equity Awards" table wvitthis proxy statement.



Ownership of Certain Beneficial Owners

The following table sets forth, as of March 18120certain information with respect to the beriafiownership of shares of
Common Stock by each person who owns, to the Coy'g&inowledge, more than 5% of the Company’s Comi@tmtk.

Number of Percent of
Name and Address Shares Class (%) (1)
James R. Wilkins, Jr. 196,112 2 5.98
13 South Loudoun Street
Winchester, Virginia 22601
@) Based on 3,279,940 shares issued and outstpativiarch 18, 2011.
2) Amount includes 36,000 shares held as trusteleruthe terms of certain trusts and 54,964 shaktsby affiliated companies

and other entities.
Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act &41%s amended (the “Exchange Act”), requires thm@any’s directors and
executive officers, and any persons who own moae tt0% of the outstanding shares of Common Stacfilet with the Securities and
Exchange Commission (the “SEC”) reports of owngrsdmnd changes in ownership of Common Stock. Dirscand executive officers
are required by SEC regulations to furnish the Camypwith copies of all Section 16(a) reports thegytfile. Based solely on review of
the copies of such reports furnished to the Compmanyritten representation that no other reportsewequired, the Company believes
that, during the 2010 year, all filing requiremeaggplicable to its officers and directors weresseil.

CORPORATE GOVERNANCE AND
THE BOARD OF DIRECTORS

General

The business and affairs of the Company are managder the direction of the Board of Directorsaiccordance with the
Virginia Stock Corporation Act and the Company’giéles of Incorporation and Bylaws. Members of Baard are kept informed of the
Company'’s business through discussions with ther@aa of the Board, the President and Chief Exgeubfficer and other officers, by
reviewing materials provided to them and by paptiting in meetings of the Board of Directors asccitmmittees.

Independence of the Directors

The Board of Directors has determined that thiefohg nine individuals of its total ten memberg andependent as defined by
the listing standards of the NASDAQ Stock MarkdiASDAQ"): Mrs. Glaize and Messrs. Byrd, Gilpin,iRer, Smalley, Stokely,
Vickers, Vinson and Wilkins. The Board of Direcdoconsidered the relationship between the CompandyMr. Byrd, who is the
President of a newspaper company with which thekBatvertises, to determine whether he was indepgendeler NASDAQ's listing
standards. There are no relationships betweerCtilpany and any other independent director. THg Director not considered
independent is Mr. Milleson, who serves as theiBfees and Chief Executive Officer of the Company.

Board Leadership Structure and Risk Oversight

The Company has been operating for over 129 yesirgya board leadership structure in which the i@ees and Chief
Executive Officer (“CEQ”) and Chairman of the BoardDirectors positions are filled by separate umdlials. The Company believes that
its leadership structure is appropriate becaushawng an outside independent Chairman, theresexristertain degree of control and
balanced oversight of the management of the Bodtdtistions and its decision making processesaccordance with the Company’s
bylaws, the Board of Directors elects the CEO dmdGhairman, and each of these positions may lskldiyethe same person or may be
held by two persons. Under the Company’s Corpd&ateernance Guidelines, the Board does not havéi@ypone way or the other, on
whether the role of the Chairman and CEO shoulgdparate and, if it is to be separate, whethe€tt@rman should be selected from the
non-employee directors or be an employee. Undahigster, the Nominating and Corporate Governarmar@ittee periodically reviews
and recommends to the Board the leadership steicfuthe Board. Because the Company’s ChairmanCi@d positions are served by
two individuals, the Company currently does nouiegja Lead Director.

The Company believes that its leadership structli@vs the directors to provide effective oversigtfitits risk management
function. The Audit Committee oversees the accograind financial reporting processes of the Compasyvell as legal and compliance
matters and risk management. The Audit Committegteh provides that the Audit Committee is resplolesfor overseeing the internal
controls of the Company along with its adherench wompliance and regulatory requirements. Iny@agr out its responsibilities, the
Audit Committee works closely with members of Comga executive management and employees of thetéirwhich the external audit
services of the Company are outsourced. The ADdihmittee meets regularly and receives an overgagfindings from various risk
management initiatives including internal auditartfanes Oxley and compliance reports. The Audin@itee also receives updates
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between its regular meetings from the CEO, the fChileninistrative Officer (“CAO”) and the Chief Fimaial Officer (“CFO") and other
members of management relating to risk oversigtttera The Audit Committee provides minutes ofigllmeetings to the full Board.
The full Board also engages in periodic discussiaith the CEO, CAO, CFO and other corporate officas the Board may deem
appropriate. In addition to the roles performedthy Audit Committee, the Compensation Committeesictns the risks that may arise
through the Company’s compensation programs. Thepeasation Committee Chairman also reports to tie@dBon a routine basis.

Code of Ethics

The Board of Directors has approved a Code ofcEtfor directors, officers and all employees of @@mpany and the Bank.
The Board has also approved an addendum to the @delhics applicable to the Company’s senior fitiahmanagement, consisting of
the Chief Executive Officer and Chief Financial ioéf. The Code of Ethics addendum addresses, aotbeg things, standards that are
reasonably necessary to promote honest and ettvoaluct, including conduct with respect to condlictf interest, full, fair, accurate,
timely and understandable disclosure in the Comigamguired periodic reports and compliance witpleable governmental rules and
regulations. A copy of the Company’s Code of Etaad its addendum may be obtained by visitingltheestor Relations” section of the
Bank’s website atww.bankofclarke.com.

Board and Committee Meeting Attendance

During 2010, the Board of Directors of the Compéaeid six meetings. The Directors of the Compdsy aerve as Directors of
the Bank. The Bank’s Board held twelve meeting2@®10. During 2010, each Director attended gretiten 75% of the aggregate
number of meetings of both Boards of Directors anegtings of committees on which he or she was abmem

Executive Sessions

Independent Directors meet periodically outsideregfularly scheduled Board meetings. The Compaasy dtheduled four
executive sessions that include only independergciirs for 2011. These sessions are led by tlaén@an of the Board.

Committees of the Board

Audit Committee. The Audit Committee is appointed by the BoardDafectors to fulfill its oversight responsibility tthe
shareholders relating to the integrity of the Conys financial statements, the Company’'s compliamgth legal and regulatory
requirements and the qualifications, independentk the performance of the internal audit functioBuring 2010, the Company
outsourced its internal audit function to an indefEnt public accounting firm that specializes inaficial institutions. The Audit
Committee is directly responsible for the appoinimeompensation, retention and oversight of thekvad the independent registered
public accounting firm engaged for the purpose m@ppring or issuing an audit report or performirigeo audit, review or attestation
services for the Company. The Audit Committee #relBoard of Directors have adopted a written @naidr the Audit Committee,
which may be viewed by visiting the “Investor R@at” section of the Company’s websitenatw.bankofclarke.com.

The Audit Committee met four times during 2010hisTcommittee consists of Messrs. Byrd, Vinson ®fitkins. Each of the
members of the Audit Committee is independent astdrm is defined in the listing standards of NASDand Securities and Exchange
Commission regulations. The Company does not fewvéaudit committee financial expert” as defined $gcurities and Exchange
Commission regulations because the Board of Dirsedi@lieves that each of the members of the Audin@ittee has the ability to
understand financial statements and generally &edecounting principles, the ability to assessgineral application of such principles
in connection with the accounting for estimatesraals and reserves, an understanding of interaras and procedures for financial
reporting and an understanding of audit committeetions.

Compensation Committee. The Compensation Committee is a committee oBtek’s Board of Directors. The Compensation
Committee met three times in 2010. The Compensaiommittee reviews the CEQ’s performance and cosgten and reviews and
sets guidelines for compensation of the other ewezwfficers. All decisions by the Compensatiomn@nittee relating to the
compensation of the Company’s executive officeesraported to the full Board of Directors. The Qamsation Committee consists of
Mrs. Glaize and Messrs. Rinker, Smalley, Vickersl aMilkins, each of whom is independent as that tesndefined by the listing
standards of NASDAQ. The Compensation Committebthe Board of Directors have adopted a writterrtendor the Compensation
Committee, which may be viewed by visiting the “&stor Relations” section of the Bank’s websiteaatv.bankofclarke.com.

Nominating/Corporate Governance Committee. The Nominating/Corporate Governance Committepginted by the Board of
Directors. The Nominating/Corporate Governance @dtee met once in 2010. The Nominating/Corporatevéenance Committee
consists of Messrs. Byrd, Gilpin, Stokely, and \éick each of whom is independent as that termfiaatkin the listing standards of
NASDAQ. The purpose of this committee is to recanmh individuals for election to the Board of Dimrst in accordance with the
Company’'s Articles of Incorporation and Bylaws amyersee the corporate governance practices of tbep@ny. The
Nominating/Governance Committee and the Board oéd@ors have adopted a written charter for the Matimg/Corporate Governance
Committee, which may be viewed by visiting the “dstor Relations” section of the Bank’s websitenatv.bankofclarke.com.

In identifying potential nominees, the Nominati@gfporate Governance Committee takes into accawaft factors as it deems
appropriate, including the current compositiontef Board, the range of talents, experiences arid #kat would best complement those
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that are already represented on the Board, thexdmlaf management and independent Directors anddee for specialized expertise.
The Board considers candidates for Board membersinjgested by its members and management, andotue Biill also consider
candidates suggested informally by a shareholddreo€ompany.

The Nominating/Corporate Governance Committeeidens, at a minimum, the following factors for patial new Directors or
the continued service of existing Directors:

« the ability of the prospective nominee to represieatinterests of the shareholders of the Company;

« the prospective nominee’s standards of integritynmitment and independence of thought and judgment;

« the prospective nominee’s ability to dedicate sigfit time, energy and attention to the diligenfgenance of his or her duties,
including the prospective nhominee’s service on offublic company boards; and

« the extent to which the prospective nominee couteb to the range of talent, skill and expertisg tepresents a diversity of
background appropriate for the Board.

The process used for selecting new candidatetéoBoard of Directors involves identifying the ddée add a new member with
specific qualifications or to fill a vacancy. TBdairman of the Nominating/Corporate Governance itae will initiate a search, which
may involve seeking input from Board members amdasemanagement, and considering any candidatesmeended by shareholders.
A list of candidates which satisfy certain criteaad otherwise qualify for membership is presertiedhe Nominating/Corporate
Governance Committee. The Chairman of the Bodahgawith the President and Chief Executive Offjceonducts interviews with
preferred candidates from the list. Afterward® Mominating/Corporate Governance Committee meetomnduct further interviews of
preferred candidates, if necessary, and to recomirfiieal candidates for approval by the full Boafdirectors.

Shareholders entitled to vote for the electiordioéctors may submit candidates for formal consitien by the Company in
connection with an Annual Meeting if timely writt@mtice is received, in proper form, for each stemtommended Director nominee. If
the notice is not timely and in proper form, themioee will not be considered by the Company. Tditely for the 2012 Annual
Meeting, the notice must be received within theetiffame set forth in the section titled “ShareholBeoposals for the 2012 Annual
Meeting” within this Proxy Statement. To be in peo form, the notice must include each nominee’itew consent to be named as a
nominee and to serve, if elected, and informatimouathe shareholder making the nomination angbénson nominated for election.

Annual Meeting Attendance

The Company has not adopted a formal policy on ddareattendance at its Annual Meeting, although Rillectors are
encouraged to attend and historically most havedon All Directors, except one, attended the Gomgfs 2010 Annual Meeting.

Shareholder Communication

Shareholders may communicate with all membersngrraember of the Board of Directors by addressiogespondence to
“Board of Directors” or to the individual DirectorSuch correspondence should be addressed to thet&g of the Company, P.O. Box
391, Berryville, Virginia 22611. All communicatierso addressed will be forwarded promptly, with&ereening, to the Chairman of the
Board of Directors (in the case of correspondenicEessed to “Board of Directors”) or to the indivéd Director.



Director Compensation

The following table provides compensation inforimatfor the year ended December 31, 2010 for eachemployee director of
the Company’s Board of Directors:

Director Compensation Table
Fiscal Year 2010

Fees Earned

or Paid in Cash Stock Awards Total

Name (1) %) (%) (2 %)

Thomas T. Byrd 13,800 6,800 20,600
Lewis M. Ewing 13,100 6,800 19,900
Thomas T. Gilpin 19,600 6,800 26,400
Mary Bruce Glaize 12,200 6,800 19,000
Douglas C. Rinker 13,100 6,800 19,900
Robert W. Smalley, Jr. 14,600 6,800 21,400
John D. Stokely, Jr. 13,500 6,800 20,300
James T. Vickers 10,600 6,800 17,400
Randall G. Vinson 11,100 6,800 17,900
James R. Wilkins, Jr. 12,200 6,800 19,000

@) John R. Milleson, the Company’'s President ardefCExecutive Officer is not included in this tabhs he receives no

compensation for his services as a director. Tdrapensation received by Mr. Milleson as an emploigeshown in the
Summary Compensation Table on page 14.

2) The amounts in this column reflect the aggregaant date fair value of the awards computectaoance with the Financial
Accounting Standards Board’s Accounting Standarddifitation Topic 718, Compensation — Stock Compéna (formerly
FASB 123R, Share—Based Payment). The grant daterdhie for these stock awards of $17.00 per sheare based on the
closing sales price of the Company’s common statkle grant date (June 16, 2010). At December B1p2each non-
employee director had no shares of restricted statktanding. During 2010, each director recei#@6 shares of restricted
stock in June, which vested in December.

The Compensation Committee evaluates the compensafi the Directors annually. The Compensation @dtee relies
primarily on information regarding the director qoemsation of similar financial institutions. Basmdthis evaluation, the Compensation
Committee recommends changes in compensation Bdhel of Directors for approval. During 2010, thempensation Committee did
not recommend any changes in director compensttitre Board of Directors.

Non-employee members of the Board of Directors aackive an annual retainer and $500 per Boardingeattended for
service as a member of the Bank’s Board of Diract@uring 2010, the Chairman of the Board'’s retaimas $10,000 and other directors’
retainer was $5,000. Members of the Audit Committad Compensation Committee received $300 pelimgesttended. Members of all
other Bank committees received $100 per meetirgnééd during 2010. In addition to cash compensation-employee members of the

Board of Directors receive stock awards in accocdamith the Company’s Stock Incentive Plan, asldssal in the footnotes of the table
above.

Certain Relationships and Related Transactions

The Company, through its subsidiary Bank, graoém$ to and accepts deposits from its directomscipal officers and related
parties of such persons during the ordinary coaf$eisiness. Loans are granted on the same terahsging interest rates and collateral,
as those prevailing at the time for comparablesaations with other customers not related to they@my and do not involve more than
the normal risk of collectibility or present othenfavorable features. The aggregate balance oflta directors, principal officers and
their related parties was $10,281,000 at DecembeP@10. Deposits are accepted on the same tarohsding interest rates, as those
prevailing at the time for comparable transactianith other customers. The aggregate balance obgitspfrom directors, principal
officers and their related parties was $7,436,G@egember 31, 2010.

The Company has not adopted a formal policy tbaexs the review and approval of related persamstetions by the Board of
Directors. The Board, however, does review alhstransactions that are proposed to it for approlring such a review, the Board
will consider, among other things, the related pe's relationship to the Company, the facts anduchstances of the proposed
transaction, the aggregate dollar amount of thesaetion, the related person’s relationship totthaesaction and any other material



information. The Audit Committee of the Board alss the responsibility to review significant caetl of interest involving directors or
executive officers.

In addition, any extensions of credit to our dioes and officers are required to be on substdytia same terms as comparable
transactions to non-related parties at the timi@fextension of credit, pursuant to Regulation pans to Executive Officers, Directors
and Principal Shareholders of Member Banks of #réimg regulations applicable to us.

EXECUTIVE COMPENSATION

General. The Compensation Committee of the Bank’s Boardioé@ors reviews the salary and other compensati@xecutive
officers, including the named executive officersdgrovides oversight of the compensation prograffise Compensation Committee
consists entirely of non-employee, independent neembf the Board of Directors and operates underiteen charter approved by the
Board of Directors. All recommendations from theni@pensation Committee regarding the compensatioexetutive officers are
approved by the Board of Directors.

Objectives of the Compensation Program. The primary objective of the executive compemsafirogram is to attract and retain
highly skilled and motivated executive officers wivill manage the company in a manner to promotegitsvth and profitability and
advance the interest of its shareholders. Addiiobjectives of our executive compensation progaaenthe following:

« align executive pay with shareholders’ interests;
¢ recognize individual initiative and achievementsi a
¢ unite the entire executive management team to ammmnobjective.

Executive Compensation Principles. The executive compensation program generally istnef base salaries, annual cash
incentive payments in the form of annual bonusesk lang-term equity incentives in the form of stamkards. These components of
executive compensation are used together to strikeppropriate balance between cash and stock catpen and between short-term
and long-term incentives. We expect a portionrokgecutive officer’s total compensation to be theth to the Company’s annual and
long-term performance as well as to the creatiorstareholder value. In particular, we believe thladrt-term annual cash incentive
compensation should be tied directly to both compgaerformance and individual performance for tisedl year. In contrast, we believe
that the value of long-term incentive compensatsiould be tied directly to long-term company perfance and an increase in
shareholder value. Under the program, performae targeted standards results in increased dotapensation, and performance
below targeted standards results in decreasedcmtappensation.

We differentiate compensation to executive offickesed on the principle that total compensatiorulshoncrease with an
executive officer's position and responsibility, ilehat the same time a greater percentage of tmaipensation should be tied to
Company and individual performance. Thus, exeeutdificers with greater roles and responsibilitessociated with achieving
performance targets should receive a lesser piopodf the reward if those targets are not achiesed should receive a greater
proportion of the reward if those targets are metwpassed. In addition, as an executive officpdsition and responsibility increases,
the use of long-term incentive compensation shindtease where executive officers have the great#sence on strategic performance
over time.

How Executive Pay Levels are Determined. The Compensation Committee reviews the execativepensation program and its
elements annually. In determining the compensaifdhe executive officers, the Committee evaluadésl overall compensation, as well
as the mix of salary, cash bonus incentives andyeimeentives, using a number of factors includihg following:

« our financial and operating performance, measuyeattainment of specific strategic objectives apdrating results;
« the duties, responsibilities and performance ohea®cutive officer;

¢ historical cash and equity compensation levels; and

e comparative industry market data to assess compemsmmpetitiveness.

With respect to comparative industry data, the Gamsption Committee reviews executive salaries aatliates compensation
structures and the financial performance of conflareompanies in a designated peer group estabilish¢he Compensation Committee.
The peer group used for comparison purposes isapitytcomprised of public companies in the bankimdustry that are similar in size
with similar market capitalizations and other cloéedstics. In 2010, the Compensation Committéecsed 12 companies for analysis of
their financial performance and compensation stnest These companies include: Access Bank, Bagik, F&M Bank Corp., Fauquier
Bankshares, First National Corporation, MiddlebEngancial Corporation, Monarch Bank, Pinnacle Bantomac Bankshares, Summit
Financial Group, Valley Bank and Village Bank. Tireancial metrics used by the Compensation Conemitd evaluate our performance
and the performance of peer companies includedhtevgrowth, return on assets and return on equity.

Components of Executive Compensation. The components of the executive compensation anogncluded base annual salary,
annual cash incentive payments in the form of beswad long-term incentives through equity compensainder the Company’s Stock
Incentive Plan. The Company provides retirememtelits through a noncontributory pension plan andO&(k) savings plan. The



Company also provides health and welfare benéféasihclude participation in health, dental andorigplans and various insurance plans,
including disability and life insurance.

Each of the components of executive compensatidesggned to reward and provide incentives to eiezwfficers consistent
with the Company’s overall policies and principtes executive compensation. These components anhtionale and methodology for
each are described below. Specific informatiorthenamounts and types of compensation earned hyatined executive officers during
2010 can be found in the “Summary Compensationel'abid other tables and narrative disclosureswvoiig this discussion.

Base Salary The Company’s philosophy regarding base sakaty iprovide reasonable current income to the naemedutive
officers in amounts that will attract and retaidiinduals with a broad, proven track record of parfance.

The base salary for the President and Chief Exez@fficer of the Company is approved by the BaafrDirectors, excluding
the President and Chief Executive Officer, basedhenrecommendation of the Compensation Committaemaking this determination
for 2010, the Board of Directors evaluated the grenance of the Chief Executive Officer based onGbenpany’s financial performance,
achievements in implementing the Company’s longiestrategy, and the personal observations of thief (Executive Officer’s
performance by the members of the Board of Directdrhe Board of Directors also considered a saaryey, prepared by the Virginia
Bankers Association, of commercial banks that arélar in terms of size, economic conditions anbentfactors. No particular weight
was given to any particular aspects of the perfoeaaf the Chief Executive Officer.

Base salaries for executive officers other thanRtesident and Chief Executive Officer are apprdwedhe Board of Directors
based on the recommendation of the Compensatiom@ten, with the input of the President and Chigé&utive Officer. In making
base salary determinations for 2010, the Compems&iommittee evaluated the performance of the éxecwfficers based on the
Company'’s financial performance, achievements iplémenting the Company’s long-term strategy, amdpérsonal observations of the
executive officers’ performance by the Chief ExaaOfficer. As described above, the Compensaflommittee also reviews the salary
survey prepared by the Virginia Bankers Associatitio particular weight was given to any particidapects of the performance of the
executive officers.

After review of the Company’s performance relatiwecommercial banks that are similar in terms @& seconomic conditions
and other factors, the Compensation Committee rewamded base salary increases for the Chief ExecQtfficer and executive officers
of the Company to the Board of Directors.

Annual Incentive Bonus: Executive officers have the opportunity to eamannual incentive bonus up to a predetermined
percentage of base salary based on the Compangtalbranking in the Davenport & Company, LLC Comity Bank Report of fifty-
four Virginia banks. The factors considered in @iverall evaluation are profitability, liquiditysaet quality and capital. The Company
must achieve a ranking of at least twenty-sevep i(2@rder for executives to receive a 1.00% ofebsalary payout. Should the Company
rank third or better overall, the payout is 5.00Pbase salary. In addition to promoting the ackiment of company performance goals,
the bonus is designed to align the interests absemanagement into a common objective.

Equity CompensatianThe Compensation Committee may provide equitymensation to executive officers through long-term
stock awards. Equity compensation has been magbeetmutive officers in the form of restricted stpakich is both time and performance
based. The time based shares vest over a threpgtread whereby the executive receives one-thirth@ shares on the anniversary of the
grant date if that executive is employed on the\areary date. The performance based shares grem&10 vest over a one year period
whereby the executive may receive a portion opfthe shares on the one year anniversary of thet glate if the Company achieves a
targeted performance, provided that the execusiariployed on the anniversary date.

The goal of the Compensation Committee in grangqgity compensation is to directly link an execefvcompensation
opportunities with shareholder value creation. Thdti-year vesting of stock awards focuses exgeutifficers on consistent long-term
growth in shareholder value and requires executifieers to remain employed for extended periodseiteive the full benefit of the
awards.

Beginning in 2006, the Company’s practice with eetpto the timing of stock awards is to make rettd stock grants to
executive officers once each year in January. &madry 4, 2010, the Compensation Committee awaresticted stock grants and
performance vested shares to the executive offiddrs total amount of stock awards was set baseth@mexecutive’s position. The
Compensation Committee determined that these staekds should be split between time and performbased shares, but that more
time based shares should be awarded than perfoentzased to encourage long-term growth in sharehollae. The Company must
achieve a rank of at least twenty-five (25) in Bevenport & Company, LLC Community Bank Report fioe fiscal year of the vesting
period for the executive to receive twenty-fiveqest of the eligible performance based shares egashtring 2010. The Company must
achieve a rank of ten (10) or better for the fiser of the vesting period for the executive weree all of the eligible performance based
shares granted during 2010. The Company'’s findingnin the Community Bank Report is not yet avaiéa

Retirement and Other Benefit§he Company provides additional compensatiaiéonamed executive officers through various
plans which are also available to some or all efémployees. The Compensation Committee overbess plans and the Compensation
Committee considers these plans when reviewingreedaxecutive officer’s total annual compensatiod when determining the annual
and long-term compensation components describegeabbhese plans are described below.
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Pension Plan

The Company has a noncontributory pension plandbiaforms to the Employee Retirement Income Secuvit of 1974, as
amended (ERISA). Effective December 31, 2006 presion plan was amended so that no further beneffitaccrue under the plan and
no additional employees may become participantse Company filed an Application for Determinatiar fTerminating Plan with the
Internal Revenue Service on September 30, 201@aticipates distributing all plan assets to theéeaplan participants during 2011.

Additional information on the plan is set forth emdPension Benefits” below.
Employee 401(k) Savings and Stock Ownership Plan

The Company sponsors a 401(k) savings plan undehvetigible employees, including executive offisemay defer a portion
of their salary on a pretax basis, subject to gefl®S limits. Each participant in this plan ha&e tright to vote the shares of Common
Stock allocated to his or her account. Prior touday 1, 2007, the Company matched 50 percent glogme contributions, on a
maximum of six percent of salary deferred, with @amy common stock or cash, as elected by each ga®loln conjunction with
amending the pension plan, the 401(k) plan was detkneffective January 1, 2007, to include a nectele safe-harbor employer
contribution and an age-weighted employer contidmutEach December 31st, qualifying employees vétleive a non-elective safe-
harbor contribution equal to three percent of tisailary for that year. Also, each December 31sdlifying employees will receive an
additional contribution based on their age and yyedirservice. The percentage of salary for thevegighted contribution increases on
both factors, age and years of service, with ammimn of one percent of salary and a maximum of qnt of salary.

In 2010, all executive officers participated in #@1(k) plan and each received all eligible matghtontributions under the
amended plan. The Company’s contribution to tifés pn behalf of each named executive is disclasede “Summary Compensation
Table” below.

Employment Agreements. In order to retain and attract executive officélee Company recognizes the need to enter into
employment agreements with provisions for benefitsonnection with a termination of employment. eT®ompensation Committee
evaluates the potential payments to executive eficunder various arrangements that provide foersexe payments, including
termination and change of control arrangementspimection with its annual review of executive cemgation.

The Compensation Committee engaged the servicesofmpensation and benefits consultant for thegdesid implementation
of employment agreements for executive officerbie Tiggering events and amount of potential paymemexecutive officers are based
on industry standards and are within Internal ReeeBervice guidelines.

A description of the terms of our severance pl#re specific circumstances that trigger paymeritesfefits, an estimate of

benefits payable upon the occurrence of thosedrigg events and other information relating to spletms can be found under the
captions of “Employment Agreements” and “Poterfialments upon Termination of Employment or Changeentrol” below.
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Annual Compensation of Executive Officers

The following tables and discussion summarizecthrapensation earned during 2010 and 2009 by (13hted executive officer

and (2) each of the two other most highly compests&xecutive officers who earned more than $100j80@tal compensation for
services rendered in all capacities during 2010.

Summary Compensation Table

All Other
Stock Compen-
Name and Salary Awards sation Total
Principal Position Year ($) ($) (1) (%) (2 (%)

John R. Milleson 2010 260,000 23,625 38,430 322,055
President and Chief 2009 230,000 22,540 36,587 289,127
Executive Officer
James W. McCarty, Jr. 2010 178,000 903, 21,914 218,814
Vice President and 2009 166,500 17,71 22,019 206,229
Secretary-Treasurer
Dale L. Fritts 2010 142,000 17,325 20,317 179,642
Senior Vice President and 2009 135,000 17,710 20,009 172,719

Director of Lending and
Bank of Clarke County

@)

@

The amounts reported reflect the aggregatet giabe fair value of the awards computed in acawrdavith the Financial Accounting
Standards Board’s Accounting Standards Codificafi@pic 718, Compensation — Stock Compensation @oymFASB 123R
Share-Based PaymenfThis presentation replaces the dollar amountgmrieed for financial statements purposes and has be
reflected for all fiscal years presented. Stockrawaonsist of both restricted and performancedaseards. Performance-based
awards in the above table assume the probable metod performance conditions is equal to the maxrinpotential value of the
awards. For valuation and discussion of assumptielased to stock and option awards, please refétate 10 to the Company’s
audited financial statements for the fiscal yeateehDecember 31, 2010, included in he Company’suAhReport on Form 10-K
filed with the Securities and Exchange CommissiomMarch 30, 2011.

The amounts in this column are detailed int#ide titled “All Other Compensation” below.
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The Company has entered into employment agreemsétitseach of the named executive officers, as desdrbelow in the
“Employment Agreements” section. All compensatjmaid to the named executive officers is determiasddescribed above in the
“Compensation Discussion and Analysis” section.

All Other Compensation
Fiscal Year 2010

401(k) Life Restricted
Company Insurance Stock
Match Premiums Dividends Total
Name ® ® @ ® 2 ®
John R. Milleson 35,408 B28 1,739 38,430
James W. McCarty, Jr. 19,531 930 1,453 21,914
Dale L. Fritts 18,460 753 1,104 20,317

(1) The amounts in this column represent the anpterhium of group term life insurance with a deb#nefit equal to three times
annual compensation, which the Bank provides terajbloyees.

(2) The amounts in this column represent dividerdgived during 2010 on unvested shares of restristock. Under the Company’s
Stock Incentive Plan, holders are entitled to dividls from the grant date through the vesting period

Employment Agreements

The Company entered into an employment agreemehtdohn R. Milleson effective January 1, 2004. &besement was for
an initial two-year term, however, on January 102@nd each day thereafter the agreement autofhatieaews and is extended by one
year. The Company entered into an employment ageewith James W. McCarty, Jr., effective Decentiier2008. Mr. McCarty’s
agreement automatically renews and is extendechbyear on a daily basis. Both Mr. Milleson’s &nd McCarty’'s agreements provide
for the termination of employment by the Companghaiit “cause” and termination for “good reason” {fasse terms are defined in the
Agreement). Termination under either of theseuristances will entitle the named executive office(i) the payment of two times
annual base salary for the remainder of the therecuterm of the Agreement, (ii) a payment in caghal to the greater of his highest
cash bonus in any of the three fiscal years beafagear in which termination occurs and the amofieash bonus that he was designated
to receive under the Company’s annual incentiva plad (iii) the continued benefit to him for thenainder of the then current term of the
Agreement of all employee benefit plans and programarrangements in which he was entitled to gipete prior to his termination. A
named executive officer will not be entitled to asgmpensation or other benefits under the agreeiheniployment is terminated for
cause. If a named executive officer is terminatétout cause or resigns for good reason within yeer following a “change of control”
(as defined in the Agreement), he/she will receimeamount equal to 299% of his/her base salaryarbonus and equivalent benefits
(subject to reduction to the extent that such payroenstitutes an “excess parachute payment” uthgeinternal Revenue Code of 1986,
as amended). The agreement also contains coveraatisig to non-competition and non-solicitati@ach for a period of 12 months
following the last day of employment, and covenaatating to confidentiality and nondisclosure.

An employment agreement with Dale L. Fritts becaaffective January 1, 2009. Following its initigrin, this agreement
automatically extends by one year on January 1saoh year. Mr. Fritts’ agreements provides fertdrmination of employment by the
Company without “cause” and termination for “go@hson” (as those terms are defined in the Agregmdrgrmination under either of
these circumstances will entitle the named exeeudfiicer to (i) the payment of one time annualébsalary for the remainder of the then
current term of the Agreement, (ii) a payment isfcaqual to the greater of his highest cash banasy of the three fiscal years before
the year in which termination occurs and the amoficash bonus that he was designated to receiderthe Company’s annual incentive
plan and (iii) the continued benefit to him for ttenainder of the then current term of the Agreenoérall employee benefit plans and
programs or arrangements in which he was entitgghtticipate prior to his termination. A nameeeutive officer will not be entitled to
any compensation or other benefits under the agreeihemployment is terminated for cause. If ened executive officer is terminated
without cause or resigns for good reason withinyesr following a “change of control” (as definedthe Agreement), he/she will receive
an amount equal to 299% of his/her base salaryarbonus and equivalent benefits (subject to réolu¢o the extent that such payment
constitutes an “excess parachute payment” undedntemal Revenue Code of 1986, as amended). gteement also contains covenants
relating to non-competition and non-solicitatioacle for a period of 12 months following the lasy dd employment, and covenants
relating to confidentiality and nondisclosure.

The Company has not entered into any other agreeanesrrangement that provides for the paymentesksance or similar
benefits to any of the named executive officersannection with a termination of employment for antlyer reason.
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Holdings of Stock Options and Stock Awards

The following table contains information concernimgexercised stock options and unvested stock anrBecember 31, 2010

for each of the named executive officers.

Outstanding Equity Awards
Fiscal Year-End 2010

Option Awards Stock Awards
Equity
Incentive
Equity Plan
Incentive Awards:
Plan Market or
Awards: Payout
Number of Value of
Number Market Unearned Unearned
of Number of Value of Shares, Shares,
Securities Shares or Shares or Units or Units or
Underlying Units of Units of Other Other
Unexercised Option Stock That  Stock That Rights ighi®
Options Exercise Option Have Not Have Not Thatédav That Have
(#) Price Expiration Vested Vested Not Vested  WMested
Name Exercisable ($) Date #) (1) (%) (3) #) (2) $) B
John R. Milleson 4,000 21.5510/1/2014 - - - -
4,000 21.63 10/1/2013 - - - -
- - - 266 4,389 222 3,663
- - - 533 8,795 - -
- - - 900 14,850 600 9,900
James W. McCarty, Jr. 2,000 531 10/1/2014 - - - -
2,000 21.63 10/1/2013 - - - -
- - - 250 4,125 156 2,574
- - - 500 8,250 - -
- - - 800 13,200 400 6,600
Dale L. Fritts - - - - - - -
500 8,250 - -
750 12,375 350 5,775

@)

@)

@)

These amounts are comprised of unvested sbhtese based restricted stock at December 31, 28hih were issued January 2,
2008, January 2, 2009 and January 4, 2010. Tlesessvest over a three year period whereby theuéxe receives one-third of
the shares on the anniversary of the grant daaifexecutive is employed on the anniversary date.

These amounts are comprised of unvested sloénesrformance based restricted stock at DecembeP@®10, which were issued
January 2, 2008 and January 4, 2010. The shaesdslanuary 2, 2008 vest over a three year petfiedeby the executive may
receive up to one-third of the shares for thos¢ing®ver a three year period on the anniversarthefgrant date if the Company
achieves a targeted return on equity, provided ttieexecutive is employed on the anniversary datee shares issued January 4,
2010 vest over a one year period whereby the eixecatay receive twenty-five percent of the eligiplerformance based shares
granted if the Company achieves a rank of at leashty-five in the Davenport & Company, LLC CommiynBank Report for the
fiscal year of the vesting period. The executiveymeceive all of the eligible performance basedaeharanted during 2010 if the
Company achieves a rank of ten or better in theeBport & Company, LLC Community Bank Report. Thestieg date for the
shares issued January 2, 2008 is January 2, 2ZD{d vesting date for the shares issued JanualQ 8 January 4, 2011. Atthe
date of this report, the Company’s overall 201&kiag in the Davenport & Company, LLC Community BaR&port is not known.
These amounts represent the fair market vafube restricted stock awards on December 31, 20IBe closing price of the
Company’s common stock was $16.50 on that date.
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Equity Compensation Plan

The following table set forth the information asD¥cember 31, 2010, with respect to compensatiansplinder which shares of
Common Stock are authorized for issuance:

Number of Securities

Number of Securities to Be Weighted Average mRi@ing Available
Issued upon Exercise of Exercise Price of fduFe Issuance
Outstanding Options, Outstanding Options, Wriebpuity

Compensation Plans
Plan Category Warrants and Rights Warrants agttRi @

Equity Compensation Plans
Approved by Shareholders:
2003 Stock Incentive Plan 22,000 21.59 212,087

Equity Compensation Plans Not
Approved by Shareholdefd: - - -

Total 22,000 21.59 212,087

(1) Amounts exclude any securities to be issymth exercise of outstanding options, warrantsrigids.
(2) The Company does not have nay equity congtiemsplans that have not been approved by shatetwl

Pension Benefits

Effective December 31, 2006, the Pension Plan wasnded so that no further benefits will accrue andndividuals may
become participants in the plan. Other than thiermment, the other terms of the plan remainedfecte Benefits are based on an
employee’s average compensation during his or ingl@/ment through the amendment effective datee Alhn provides for 20% vesting
after three years of service and 20% for each iaddit year of service, therefore, an employee B @ested in the plan after seven years
of service. All of the named executive officers &ully vested in the plan. The plan provides hehefits under normal retirement at age
sixty-five and partial benefits for early retireneat age fifty-five with ten years of service. Thenefits are payable in single or
joint/survivor annuities, as well as a lump summaept option upon retirement or separation of ser{@ubject to limitations as described
in the pension plan’s adoption agreement). ThesiBarPlan is discussed in Note 9 to the Companytsted financial statements for the
fiscal year ended December 31, 2010, included énGbmpany’s Annual Report on Form 10-K filed wittetSecurities and Exchange
Commission on March 30, 2011. The Company filedAgplication for Determination for Terminating Plavith the Internal Revenue
Service on September 30, 2010 and anticipateshiititrg all plan assets to vested plan participdating 2011.

Potential Payments upon Termination of Employment oChange-in-Control
Potential Payments Upon Change-in-Control

In the event of a change in control, Mr. Millesqgritér. McCarty’s and Mr. Fritts’ employment agreertemwith the Company
provide for a lump-sum severance payment equal@® fimes their average total compensation ovemibst recent five calendar year
period of his employment with the Company prioatohange of control. As of December 31, 2010 glmsounts were, in the aggregate,
$807,177, $558,652 and $401,623, respectively.

Additionally, under the term of the Company’s Stdokentive Plan, accelerated vesting of both ontitey stock options and
restricted stock grants will occur in the evenaafhange in control. Typically, the payments ratatio stock options represent the value of
the unvested and accelerated stock options, cédculay multiplying the number of accelerated opidry the difference between the
exercise price and the closing price of the Comjza@pmmon Stock on the applicable date. At Decer8tie2010, Mr. Milleson and Mr.
McCarty had unvested options totaling 8,000 an@@,@espectively. At December 31, 2010, the exerpiice of the outstanding options
exceeded the closing price of the Company’s Com8tock of $16.50. At December 31, 2010, Mr. Millesdir. McCarty and Mr. Fritts
had unvested stock grants totaling 2,521, 2,1061a6@0 shares, respectively. For Mr. Millesore tlalue of the accelerated vesting of
his stock grants was $41,597 at December 31, 26d0Mr. McCarty and Mr. Fritts, the value of thecalerated vesting of their stock
grants was $34,749 and $26,400, respectively aémber 31, 2010.
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Potential Payments Upon Involuntary Termination Without Cause or Good Reason

In the event Mr. Milleson or Mr. McCarty is termied without cause or good reason, their employragnéements with the
Company provides for a lump-sum severance paynardléo the payment of two times his annual bass#or the remainder of the
then current term of the Agreement, a payment st egjual to the greater of his highest cash banasy of the three fiscal years before
the year in which termination occurs and the amaoficash bonus that he was designated to receiderthe Company’s annual incentive
plan and the continued benefit to him for the remar of the then current term of the Agreementlbemployee benefit plans and
programs or arrangements in which he was entitle@articipate prior to his termination. At Decemi®i, 2010 this amount was
$520,000 and $356,000, for Mr. Milleson and Mr. Mety, respectively. The exact amount of cash bdoulke received under the
Company’s 2010 annual incentive is not yet knowh fbay be between 1-5% of the named executive offidease salary. For Mr.
Milleson that amount could be between $0 and $1Bz0@ for Mr. McCarty between $0 and $8,900.

In the event Mr. Fritts is terminated without caasegood reason, his employment agreement wittCitrapany provides for a
lump-sum severance payment equal to the paymeoh@ftime his annual base salary for the remainfiéneothen current term of the
Agreement, a payment in cash equal to the gredthisohighest cash bonus in any of the three fiyears before the year in which
termination occurs and the amount of cash bonushihavas designated to receive under the Compamyisial incentive plan and the
continued benefit to him for the remainder of thert current term of the Agreement of all employeadiit plans and programs or
arrangements in which he was entitled to partieigaior to his termination. At December 31, 208 amount was $142,000. The exact
amount of cash bonus to be received under the Qoytga010 annual incentive is not yet known but rhaybetween 1-5% of the named
executive officer's base salary. For Mr. Frittatthmount could be between $0 and $7,100.

The following table shows potential payments to wamed executive officers under existing employnagmeements, plans or
arrangements for various events involving a chasfgeontrol or termination of employment of eachafr named executive officers,
assuming a December 31, 2010 termination date,vdrete applicable, using the closing price of oum@mn Stock of $16.50 at
December 31, 2010.

Potential Payments Upon Termination of Employment oChange in Control

Before Change After Change

in Control in Control
Termination Termination
Without Cause or Without Cause or Death Disghil
Name Benefit For Good Reason For Good Reason nefiée Benefits
John R. Milleson Post-Termination Compensation $ 520,000 $ 520,000 29,000 $ -
President and Chief Early vesting of Restricted Stock 28,034 28,034 -
Executive Officer Health and welfare benefits continuation 13,216 13,216 -
Early vesting of Performance Stock 13,563 13,563 -
Early vesting of Stock Options - - -
Tax Gross-up - 232,364 -
Total Value $ 574,813 $ 807,177 $ 20,000 $ -
James W. McCarty, Jr. Post-Termination Compensatio $ 356,000 $ 356,000 $ 13,700 $ -
Vice President and Early vesting of Restricted Stock 25,575 25,575 -
Secretary-Treasurer Health and welfare benefits continuation 11,958 11,958 -
Early vesting of Performance Stock 9,174 9,174 -
Early vesting of Stock Options - - -
Tax Gross-up - 155,945 -
Total Value $ 402,707 $ 558,652 $ 13,700 $ -
Dale L. Fritts Post-Termination Compensation $ 142,000 $ 142,000 $,500 $ -
Senior Vice President and Early vesting of Restricted Stock 20,625 20,625
Director of Lending and Health and welfare benefits continuation 5,610 5,610
Bank of Clarke County Early vesting of Performance Stock 5,775 5,775
Early vesting of Stock Options - -
Tax Gross-up - 227,613
$ 174,010 $ 401,623 $ 5,500 $ -
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RELATIONSHIP WITH INDEPENDENT PUBLIC ACCOUNTANTS

The Board of Directors has appointed the firm ofitBrlliott Kearns & Company, LLC to serve as then@pany’s independent
registered public accounting firm for the fiscalayeending December 31, 2011. This firm has seag&dhe Company’s independent
registered public accounting firm since 2005. Ptiobeing selected as the Company’s independgigteeed public accounting firm, this
firm performed the internal audit function for tBank during 2003 and 2004. Neither this firm aoy of its employees has any direct or
indirect financial interest in the Company. Reprgatives of the firm of Smith Elliott Kearns & Cpany, LLC are expected to be present
at the Annual Meeting, will have the opportunityniake a statement if they desire to do so, anéxrected to be available to respond to
appropriate questions from the shareholders.

AUDIT INFORMATION
Audit Committee Report

The Audit Committee's Report to the Shareholdetschvfollows, was approved and adopted by the Cdtemion March 8,
2011.

Management is responsible for the establishmentna@idtenance of the Company'’s internal controlsr dwvencial reporting,
assessing the effectiveness of those internal @sntiver financial reporting, maintaining the fical reporting process to ensure the
accuracy and integrity of the Company’s consoliddieancial statements, and compliance with laws agulations and ethical business
standards. The independent registered accourntmgd responsible for performing an independertitaof the Company’s consolidated
financial statements in accordance with generalbepted auditing standards and the Company’s miteontrols over financial reporting,
expressing an opinion as to the conformity of tleen@any’s consolidated financial statements with.gi&herally accepted accounting
principles and expressing an opinion as to thecifeness of the Company’s internal control oveaficial reporting.

The Audit Committee is responsible for the appogritn compensation, retention and oversight of tbekwef the independent
registered accounting firm engaged for the purpdsssuing an audit report and performing otheriaudview, or attestation services for
the Company. Because the Company outsourcestésai audit function, the Audit Committee is atesponsible for the appointment,
compensation, retention and oversight of the wdrtke independent registered accounting firm endageerform internal audit services
for the Company. The Audit Committee also monitamsl oversees the accounting and financial regppincesses of the Company on
behalf of the Board of Directors.

In this context, the Audit Committee has met anld léscussions with management and Smith Elliotaike & Company, LLC,
the Company’s independent registered public acoogirfirm. Management represented to the Audit Cdea that the Company’s
consolidated financial statements for the year éndecember 31, 2010 were prepared in accordande Wis. generally accepted
accounting principles. The Audit Committee hasewed and discussed these consolidated finan@#eents with management and
Smith Elliott Kearns & Company, LLC, including tlseope of the independent registered public accogfitim’s responsibilities, critical
accounting policies, and practices used and saifi reporting issues and judgments made in coioneatth the preparation of such
financial statements.

The Audit Committee has reviewed and discussedatitited financial statements with management ascudsed the matters
required by the Statement on Auditing Standards64pas amended (AICPA, Professional StandardsIVAU Section 380) as adopted
by the Public Company Accounting Oversight BoardRinle 3200T, relating to the conduct of the audihvhe independent registered
public accounting firm. In addition, the Audit Carittee has received from the independent registeoddic accounting firm the written
disclosures and the letter required by the applécabquirements of the Public Company Accountingei®ight Board regarding the
independent accountant’s communications with theditAlCommittee concerning independence and discusgild them their
independence from the Company and its management.

Finally, the Audit Committee has discussed with agement its assessment of the effectiveness ohaiteontrol over financial
reporting and has also discussed with Smith Elk@t&rns & Company, LLC its opinion as to the effieebess of the Company’s internal
control over financial reporting.

Based on such reviews and discussions, the Auditmiitiee recommended to the Board of Directors thataudited financial
statements be included in the Company’s Annual RapoForm 10-K for the year ended December 31020dich was filed with the
Securities and Exchange Commission on March 301201

Audit Committee
James R. Wilkins, Jr., Chairman

Thomas T. Byrd
Randall G. Vinson
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Fees of the Independent Registered Public AccountirFirm

Audit Fees. The aggregate fees billed by Smith Elliott Kea8n€ompany, LLC for professional services rendei@dthe audit
of the Company’s annual financial statements ferfthcal years ended December 31, 2010 and 200%caride review of the financial
statements included in the Quarterly Reports omFB-Q for those fiscal years were $54,351 and(B0 respectively.

Audit Related Fees. The aggregate fees billed by Smith Elliott Kea&h€ompany, LLC for professional services for assioe
and related services that are reasonably relatégetperformance of the audit or review of the Canys financial statements and not
reported under the heading “Audit Fees” above far fiscal years ended December 31, 2010 and 2008 $&625 and $9,335,
respectively. During 2010 and 2009, these senifagtaded employee benefit plan audits.

Tax Fees. Smith Elliott Kearns & Company, LLC did not prde any professional services related to taxes dguhe fiscal
years ended December 31, 2010 and 2009.

All Other Fees. There were no other fees billed by Smith Elliggarns & Company, LLC during the fiscal years ended
December 31, 2010 and 2009.

Audit Committee Pre-Approval Policy

All audit and audit related services performed InyitB Elliott Kearns & Company, LLC were pre-apprdvie accordance with
the Audit Committee’s Charter. The Audit Commiitee a designated member of the committee, mustappeove all audit (including
audit related) and non-audit services performedthsy independent registered public accounting firmorder to ensure that the
performance of such services does not impair thistered public accounting firm’'s independence.y Aiterim pre-approval of permitted
non-audit services is required to be reported ¢o%thdit Committee at its next scheduled meetinge Audit Committee does not delegate
its responsibilities to pre-approve services pentedt by the independent registered public accouffiimgto management.
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SHAREHOLDER PROPOSALS FOR 2012 ANNUAL MEETING

Under the regulations of the Securities and Exchagmmission, any shareholder desiring to makepgsal to be acted upon
at the 2012 Annual Meeting must cause such progoda¢ received, in proper form, by the Secretdrihe Company, whose address is
P.O. Box 391, Berryville, Virginia 22611, no latkan December 22, 2011, in order for the propasalet considered for inclusion in the
Company'’s Proxy Statement for that meeting. Thegany anticipates holding the 2012 Annual Meetindgiay 16, 2012.

The Company’s Bylaws also prescribe the procedoat @ shareholder must follow to nominate Direcimrdo bring other
business before shareholders’ meetings outsideegbtoxy statement process. For a shareholdesrtonate a candidate for Director or to
bring other business before a meeting, writtenceothust be received by the Company not less thay @0) days and not more than
ninety (90) days prior to the date of the 2012 AairMeeting. The notice must describe various mattegarding the nominee and the
shareholder giving the notice. For a shareholddsring other business before the 2012 Annual Mgetiotice must be received by the
Secretary of the Company not less than sixty (B§sdand not more than ninety (90) days prior toddte of the 2012 Annual Meeting.
The notice must include a description of the preposusiness, the reasons therefore, and otheffisdegiatters. Any shareholder may
obtain a copy of the Company’s Bylaws, without gearupon written request to the Secretary of they@my. Based on an anticipated
meeting date of May 16, 2012 for the 2012 Annuaétitey, the Company must receive any notice of natfon or other business no later
than March 17, 2012 and no earlier than FebruayQ&2.

ANNUAL REPORT AND FINANCIAL STATEMENTS

The Company’s 2010 Annual Report to Shareholders Ife “Annual Report”), which includes a copy of the @mpany’s
Annual Report on Form 10-K for the fiscal year endd December 31, 2010 (excluding exhibits) as fileditw the Securities and
Exchange Commission, is being mailed to Shareholdemwith this Proxy Statement. A copy of the AnnuaReport may also be
obtained without charge by writing to James W. McCaty, Jr., Secretary of the Company, whose addresssiP.O. Box 391,
Berryville, Virginia 22611. The Annual Report isnot part of the proxy solicitation materials.

OTHER MATTERS
As of the date of this Proxy Statement, the BodrBicectors of the Company is not aware of any eratto be presented for

consideration at the Annual Meeting other thaneadath herein. If any other matters properly eobefore the Annual Meeting, or any
adjournment thereof, the person or persons votiagtoxies will vote them in accordance with thst judgment.

By Order of the Board of Directors,
James W. McCarty, Jr.
Vice President and Secretary-Treasurer

April 20, 2011
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