
FARMERS NATIONAL BANC CORP /OH/
Form PRE 14A
March 04, 2010

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities
Exchange Act of 1934 (Amendment No.  )

Filed by the Registrant þ
Filed by a Party other than the Registrant o
Check the appropriate box:
þ Preliminary Proxy Statement
o Confidential, for Use of the Commission Only (as permitted by Rule 14a-6(e)(2))
o Definitive Proxy Statement
o Definitive Additional Materials
o Soliciting Material Pursuant to §240.14a-12

Farmers National Banc Corp.

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if other than the Registrant)
Payment of Filing Fee (Check the appropriate box):
þ No fee required.
o Fee computed on table below per Exchange Act Rules 14a-6(i)(1) and 0-11.

(1) Title of each class of securities to which transaction applies:

(2) Aggregate number of securities to which transaction applies:

(3) Per unit price or other underlying value of transaction computed pursuant to Exchange Act Rule 0-11 (set forth
the amount on which the filing fee is calculated and state how it was determined):

(4) Proposed maximum aggregate value of transaction:

(5) Total fee paid:

Edgar Filing: FARMERS NATIONAL BANC CORP /OH/ - Form PRE 14A

1



o Fee paid previously with preliminary materials.

o Check box if any part of the fee is offset as provided by Exchange Act Rule 0-11(a)(2) and identify the filing for
which the offsetting fee was paid previously. Identify the previous filing by registration statement number, or the
Form or Schedule and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Edgar Filing: FARMERS NATIONAL BANC CORP /OH/ - Form PRE 14A

2



FARMERS NATIONAL BANC CORP.
20 SOUTH BROAD STREET

CANFIELD, OHIO 44406
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD ON WEDNESDAY, APRIL 21, 2010
TO THE HOLDERS OF SHARES OF COMMON STOCK:
NOTICE IS HEREBY GIVEN that pursuant to a call of its Board of Directors, the Annual Meeting of the
Shareholders of FARMERS NATIONAL BANC CORP., Canfield, Ohio will be held at Kenneth F. McMahon
Hall at the Mill Creek MetroParks Experimental & Educational Building at 7574 Columbiana-Canfield Road,
Canfield, Ohio 44406 on Wednesday, April 21, 2010 at three-thirty o�clock (3:30) P.M., Eastern Standard Time,
for the purpose of considering and voting upon the following matters:

1. ELECTION OF DIRECTORS. The election of three (3) individual directors listed in the accompanying
Proxy Statement for terms expiring in 2013.

2. INDEMNIFICATION AGREEMENT. To approve the form and use of the Corporation�s indemnification
agreement for directors.

3. OMNIBUS STOCK OPTION PLAN. To approve and adopt the Omnibus Stock Option Plan.
TO TRANSACT SUCH OTHER BUSINESS as may properly come before the Meeting or any adjournment thereof.
Shareholders of record at the close of business on February 22, 2010 are the only shareholders entitled to notice of and
to vote at the Annual Shareholders Meeting.
The Corporation is pleased to announce that pursuant to recent Securities and Exchange Commission (the �SEC�) rules
pertaining to e-proxies the enclosed proxy materials will also be available to our shareholders on the Internet at
http://www.fnbcanfield.com/privacy/Proxy.html.

By Order of the Board of Directors,

Frank L. Paden, President & Secretary
Canfield, Ohio
March 19, 2010
IT IS IMPORTANT THAT PROXIES BE RETURNED PROMPTLY. THEREFORE, WHETHER OR NOT
YOU PLAN TO BE PRESENT IN PERSON AT THE ANNUAL MEETING, PLEASE SIGN, DATE AND
COMPLETE THE ENCLOSED PROXY AND RETURN IT IN THE ENCLOSED ENVELOPE WHICH
REQUIRES NO POSTAGE.
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FARMERS NATIONAL BANC CORP.
20 SOUTH BROAD STREET

CANFIELD, OHIO 44406
PROXY STATEMENT

ANNUAL MEETING OF SHAREHOLDERS
APRIL 21, 2010

Farmers National Banc Corp., herein referred to as �Farmers� or the �Corporation� is furnishing this Proxy Statement to
its shareholders in connection with the solicitation, by order of the Board of Directors of Farmers, of proxies to be
used at the Annual Meeting of Shareholders to be held on Wednesday April 21, 2010 at 3:30 P.M., Eastern Standard
Time, at Kenneth F. McMahon Hall at the Mill Creek MetroParks Experimental & Educational Building at 7574
Columbiana-Canfield Road, Canfield, Ohio 44406, and at any adjournments thereof.
The Corporation is a multi-bank holding company registered under the Bank Holding Company Act of 1956, as
amended. The Corporation has three subsidiaries, Farmers National Bank of Canfield (the �Bank�), an independent
community bank with 16 offices; Farmers Trust Company, a non-depository trust bank; and Farmers National
Insurance, LLC. The Corporation and its subsidiaries operate in one industry, domestic banking.
The cost for solicitation of proxies will be borne by Farmers. Brokerage firms and other custodians, nominees and
fiduciaries may be requested to forward soliciting material to their principals and to obtain authorization for the
execution of proxies. Farmers will, upon request, reimburse brokerage firms, and other custodians, nominees and
fiduciaries for the execution of proxies and for their expenses in forwarding proxy material to their principals.
Compliant with rules adopted by the SEC, Farmers has elected to provide its shareholders with a hard copy of all of its
proxy materials as it has previously provided in the past and also provide its shareholders with access to its proxy
materials over the Internet. Accordingly, a Notice of Internet Availability of Proxy Materials (the �Notice�), the proxy
statement and the form of proxy are being mailed on March 19, 2010 or as soon as thereafter practicable to all
shareholders entitled to vote at the meeting. All shareholders will have the ability to access the proxy materials on the
website referred to in the Notice. Instructions on how to access the proxy materials over the Internet may be found in
the Notice. In addition to use of mails, proxies may be solicited by officers, directors, and employees of Farmers by
personal interview, telephone or other forms of direct communication.
The 2009 Annual Report, including the required audited financial statements of the Corporation and related financial
information, is enclosed with this proxy statement and form of proxy and is also available on the Internet.

VOTING RIGHTS
Only shareholders of record at the close of business on February 22, 2010 will be entitled to vote at the Annual
Meeting. As of February 22, 2010, Farmers had issued and outstanding 13,519,605 shares of common stock with no
par value held by approximately 3,760 shareholders of record eligible to vote. Each outstanding share entitles the
record holder to one vote. The number of shares present at the Annual Meeting in person or by proxy will constitute a
quorum for the transaction of business.
It is important that your stock be represented at the Annual Meeting, regardless of the number of shares you may own.
We would appreciate your signing and returning the enclosed proxy. The shares represented by each proxy, which is
properly executed and returned to Farmers, will be voted in accordance with the instructions indicated in such proxy.
If no instructions are indicated, shares represented by your proxy will be voted �FOR� the election of each of the
directors as described herein under Proposal No. 1, �FOR� the form and use of the Indemnification Agreement as
described herein under Proposal No. 2 and �FOR� the approval and adoption of the Omnibus Stock Option Plan as
described herein under Proposal No. 3.
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The proxy may be revoked at any time prior to its exercise, by delivering notice of revocation or a duly executed
proxy bearing a later date to the Treasurer of the Corporation at any time before the proxy is voted. Shareholders who
attend the Annual Meeting in person may vote their stock even though they may have sent in a proxy. No officer or
employee of Farmers may be named as a proxy. If you received two or more proxy forms because of a difference in
addresses or registration of shareholdings, each should be executed and returned in order to assure a complete
tabulation of shares.
The Corporation will appoint two employees to act as inspectors for the purpose of tabulating the votes cast by proxy.
Broker non-votes and abstentions are not treated as votes cast for purposes of any of the matters to be voted on at the
meeting.
The directors standing for re-election under Proposal No. 1 shall be elected by a plurality of the votes cast. The form
of Indemnification Agreement under Proposal No. 2 shall pass upon the affirmative vote of a majority of the shares
issued and outstanding, excluding shares held by interested directors. The Omnibus Stock Option Plan under Proposal
No. 3 shall pass upon the affirmative vote of the majority of the shares issued and outstanding.
The Board of Directors knows of no other business that will be presented for consideration at the 2009 Annual
Meeting other than the matters described in this Proxy Statement. If any other matters should come before the
meeting, the proxy holders will vote upon them in accordance with their best judgment.

OVERVIEW OF PROPOSALS
This proxy statement contains three proposals requiring shareholder action. Proposal No. 1 requests the election of
three directors to the Board. Proposal No. 2 requests the approval of the Form and Use of Indemnification Agreements
for its directors. Proposal No. 3 requests the approval and adoption of the Corporation�s Omnibus Stock Option Plan.
Each of the proposals is discussed in more detail in the pages that follow.
PROPOSAL NO. 1: ELECTION OF DIRECTORS
The Board of Directors of the Corporation currently consists of eight (8) directors and is divided into three
(3) Classes. Three (3) directors are in Class III; their terms expire April 2010 and each are up for election this year,
three (3) directors are in Class II; their terms expire April 2012, and two (2) directors are in Class I; their terms expire
April 2011. Pursuant to the Code of Regulations, the authorized number of directors has been set at eight (8). The
Board of Directors has nominated the three (3) persons named below to serve as directors in accordance with the
proposal. The class in which each director is designated is identified below. Each of the nominees is presently a
member of the Board of Directors and has consented to serve another term as director if re-elected. If any of the
nominees should be unavailable to serve for any reason (which is not anticipated), the Board of Directors may
designate a substitute nominee or nominees (in which case the persons named on the enclosed proxy card will vote all
valid proxy cards for the election of such substitute nominee or nominees), allow the vacancy or vacancies to remain
open until a suitable candidate or candidates are located, or approve a resolution that provides for a lesser number of
directors. It is presently anticipated that each person elected as a director of the Corporation at the annual meeting will
also be elected as a director of Farmers National Bank of Canfield pursuant to a designation and vote of the
Corporation.
The three (3) Class III nominees proposed for election at this Annual Meeting are Ralph D. Macali, Frank L. Paden
and Earl R. Scott.
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Mr. Ralph A. Macali. Mr. Macali was elected to the Board of Directors in 2001. Mr. Macali is a resident of, and part
owner of various businesses within Trumbull County. Mr. Macali is the Vice President of Palmer J. Macali, Inc.,
which owns and operates a Giant Eagle retail grocery supermarket, a partner in P.M.R.P. Partnership which owns
commercial and residential real estate and a partner in Macali Family Limited Partnership which owns various retail
stores. Mr. Macali�s professional background and experience in business administration, accounting, real estate
management, retail operational management, marketing and risk management lends much support to the needed
oversight of the Bank�s presence in Trumbull County as well and the products and services offered by the Bank to deal
with those markets versus the competition. In addition, Mr. Macali�s guidance on wealth management and investments
as part of the Board�s oversight roll is valuable to the Bank�s various business functions. As a current Director,
Mr. Macali serves on the Board�s Loan Committee, Audit Committee and Risk Management Committee.
Mr. Frank L. Paden. Mr. Paden was elected to the Board of Directors in 1992. He has been employed with the Bank
since 1974 following graduation from college with a degree in Economics. During his career with the Bank,
Mr. Paden has served a variety of roles within the Bank with a concentration in lending and executive administration.
In 1995, Mr. Paden was appointed President and Secretary of the Corporation and currently serves in that function.
Since the Corporation does not have an official Board chairperson, Mr. Paden also serves the function of Chairman of
the Board of Directors providing administrative guidance to the Board. He also serves as President and
Chief-Executive Officer of the Bank. Mr. Paden has over 35 years of experience with the Corporation and his vast
experience in the banking industry lends much support to his leadership and the Bank�s role in the community and
industry. As a result of his extensive experience within the banking industry, Mr. Paden brings sound administration
guidance; effective communication of the Board�s strategic plans to the Bank�s officers and employees; extensive
knowledge of the regulatory and compliance issues surrounding the Bank; and has effectively managed and
implemented the Bank�s strategic plans.
Mr. Earl R. Scott. Mr. Scott was elected to the Board of Directors in 2003. Mr. Scott is a CPA and President of
Reali, Giampetro & Scott, a local accounting firm with offices in Mahoning County, Ohio and Mercer County,
Pennsylvania. Mr. Scott brings over thirty years of accounting experience to the Board of Directors and the
committees on which he serves. Mr. Scott has extensive experience in budgeting, audit, tax, corporate governance,
compensation related issues and operational management that is critical in the role of a director of the Corporation.
Mr. Scott currently serves as the Chairman of the Audit Committee and is qualified as a financial expert under
Sarbanes Oxley. Mr. Scott also serves on the Board�s Loan Committee, Audit Committee, and Risk Management
Committee. In addition, Mr. Scott serves as a director on the Corporation�s wholly owned subsidiary, Farmers Trust
Company.
In nominating the three candidates for re-election, the Nominating Committee and the Board of Directors believes that
their past contributions to the Corporation as well as their varied corporate experiences, diversity of persons,
qualifications and attributes bring value to both the Board of Directors and the Corporation. The Board of Directors
has further discussed and reviewed each of their intentions to continue to serve the Corporation and has reviewed their
board and committee attendance, performance and independence. A detailed background on the three nominees for
election and the current members to the Board of Directors can be found under the heading �Information with Respect
to Directors and Nominees� below.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE �FOR� ELECTION OF THE
THREE NOMINEES NAMED IN THIS PROXY STATEMENT.
PROPOSAL NO. 2: APPROVAL OF THE FORM AND USE OF INDEMNIFICATION AGREEMENTS FOR
DIRECTORS
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At the Annual Meeting, shareholders will be asked to approve the entry into Indemnification Agreements with the
Corporation�s directors and officers in the form of agreement attached to this proxy statement as Appendix A.
Section 1701.60(A)(1)(b) of the Ohio General Corporation Law provides that a conflict of interest transaction between
a corporation and one or more of its directors, including entry into an indemnification contract between a corporation
and a director, is not voidable by the corporation simply because of the director�s interest in the transaction if the
material facts of the transaction and the director�s interest in the transaction are disclosed to shareholders and if the
shareholders nevertheless approve the transaction. The minimum shareholder vote that is necessary for this purpose is
the affirmative vote of a majority of the shares issued and outstanding, excluding shares held by interested directors.
Shareholder approval is not necessary if the transaction or contract is fair to the corporation. The Board of Directors
believes the form of indemnification agreement is fair to the Corporation and that shareholder approval is therefore
not absolutely necessary under Ohio law, the Board of Directors nevertheless believes it is appropriate that
shareholders be given the opportunity to vote on this matter. If the indemnification agreement is ever challenged,
shareholder approval would make it unnecessary for a director to prove that the agreement is fair to the Corporation,
and for that reason the Board of Directors is submitting this proposal for shareholders� consideration and vote at the
Annual Meeting.
Why Provide Indemnification?
Like every other company, the Corporation must attract and retain qualified people to serve as directors and officers. It
is in the Corporation�s and its shareholders� best interests that these people be able to exercise judgment on the
company�s behalf without exposure to unreasonable personal risk. Increases in directors� and officers� litigation risks
impair a company�s ability to recruit and retain qualified people. Therefore, the Corporation believes it is necessary
and desirable to provide directors and officers with the assurance that the burden of liability and litigation expenses
arising out of their services will be indemnified to the full extent permitted by the Ohio General Corporation Law.
The proposed form of indemnification agreement included in Appendix A does not alter the standard of care directors
owe the Corporation and its shareholders under the Ohio General Corporation Law. Indemnification also cannot affect
a director�s potential liability under the federal securities laws. Insofar as indemnification for liabilities under the
Securities Act of 1933 may be permitted under the articles of incorporation, the regulations and the proposed form of
indemnification agreement, it is the opinion of the Securities and Exchange Commission that such indemnification is
against public policy and is therefore unenforceable.
Under Ohio law, a corporation may indemnify its directors and officers against liabilities arising out of their service to
the corporation. A corporation may also advance a director�s or officer�s litigation expenses before the litigation is
concluded. In addition, Ohio law also provides that a corporation may provide broader indemnification rights to
directors and officers through indemnification provisions in its governing documents as well as through private
indemnification contracts. The Corporation proposes to enter into indemnification agreements with directors and
officers in substantially the form attached to this proxy statement as Appendix A.
The following discussion of the indemnification and other provisions of the Ohio General Corporation Law and the
Corporation�s governing documents is merely a summary. The discussion is qualified in its entirety by reference to the
Ohio General Corporation Law and the Corporation�s governing documents, including the provisions cited in the
discussion. The Corporation is not aware of any pending or threatened litigation that would lead to claims under the
articles of incorporation, the regulations, or the form of indemnification agreements.
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The Ohio General Corporation Law Provides Limited Statutory Indemnification Rights
Permitted Indemnification in General. Section 1701.13(E) of the Ohio General Corporation Law grants to Ohio
corporations the power to indemnify directors within prescribed limits, requiring indemnification in some
circumstances. The scope of authorized indemnification is more limited in the context of a shareholder�s lawsuit
brought on behalf of the corporation � a so-called �derivative suit� � than it is in other litigation contexts.
Indemnification Is Required If the Director�s Defense Is Successful. Under Ohio General Corporation Law section
1701.13(E)(3), an Ohio corporation must indemnify a director who is wholly successful in a derivative suit or in a
nonderivative suit, whether the director is successful on the merits or on another basis.
Indemnification Is Allowed If the Director or Officer Satisfied the Ohio General Corporation Law Standard of
Conduct, Even If the Director�s Defense Is Not Successful. If a director is not successful in the defense of litigation
but nevertheless satisfied the standard of conduct established under the Ohio General Corporation Law,
indemnification is discretionary. Indemnification also may be ordered by a court even if the director did not satisfy the
required standard of conduct. The general standard of conduct required of directors stated is section 1701.59(B) of the
Ohio General Corporation Law.

(A) A director shall perform the director�s duties as a director, including the duties as a member of any
committee of the directors upon which the director may serve, in good faith, in a manner the director
reasonably believes to be in or not opposed to the best interests of the corporation, and with the care that
an ordinarily prudent person in a like position would use under similar circumstances.

No Indemnification If the Director Acted Negligently or Improperly Obtained a Personal Benefit. Ohio law does not
authorize indemnification in a derivative suit if the director is held liable to the corporation. Indemnification in those
cases may be ordered by a court, however.
Advancement of Directors� Expenses. If a director of an Ohio corporation is named as a defendant in litigation, the
corporation may advance the director�s expenses if the director agrees to repay the amount advanced if it is ultimately
determined that the director did not satisfy the applicable standard of conduct. Expenses includes attorneys� fees.
Farmers National Banc Corp�s Governing Documents Provide Limited Indemnification Rights
Articles of Incorporation. Many corporations provide for indemnification in their governing documents, clarifying and
in some cases expanding upon the indemnification provided by statute. Article X.B of the Corporation�s Articles of
Incorporation provides for discretionary indemnification of directors in the very limited context of litigation involving
a contract or transaction between the Corporation and a subsidiary of the Corporation.
Indemnification Rights under a Company�s Governing Instruments or and under Ohio Law Are Not Exclusive of
Indemnification Rights under Private Agreements. Section 1701.13(E)(6) of the Ohio General Corporation Law allows
an Ohio corporation to purchase and maintain insurance and enter into private indemnification agreements to protect
directors, officers, employees, and agents from liability, regardless of whether the power to indemnify those
individuals exists under Ohio law.
We Propose That Shareholders Approve the Form and Use of Director Indemnification Agreements
Indemnification Rights under a Corporation�s Governing Documents Can Be Taken Away Without Directors�
Consent. The indemnification protection of the Corporation�s governing documents could become ineffective. For
example, if the Corporation merges into another company, the Corporation�s Articles of Incorporation would be
cancelled. Additionally, the Articles of Incorporation could be amended after a change in control of the Corporation to
delete or limit indemnification rights.
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Indemnification Agreements Are Private Contracts; Directors� Contract Rights Cannot Be Taken Away Unless They
Consent. In contrast, if the Corporation enters into indemnification agreements with directors, the indemnification
rights under those agreements would not be eliminated automatically by a merger and they would not be affected by
amendment of the articles of incorporation or regulations. Indemnification agreements are private contracts, granting
indemnification rights that can be modified or taken away solely with the approval of the parties to the contract,
regardless of whether the articles of incorporation and regulations are cancelled or amended.
What Rights Do the Indemnification Agreements Provide? Shareholders should read the form of indemnification
agreement included in Appendix A. The agreement requires the Corporation to indemnify directors, allowing directors
to select the most favorable indemnification rights provided under:

� Corporation�s articles of incorporation and regulations in effect on the date of the indemnification
agreement or on the date expenses are incurred,

� state law in effect on the date of the indemnification agreement or on the date expenses are incurred,
� any liability insurance policy in effect when a claim is made against the director or on the date expenses

are incurred, and

� any other indemnification arrangement otherwise available.
The director would have the right to be reimbursed for expenses as they are incurred, but only if the director files with
the Corporation an undertaking to repay that amount if it is later determined that the director must repay the advance
reimbursement for expenses. No indemnification will be required under the indemnification agreements for actions,
fines, or penalties that are specifically excluded from indemnification coverage under applicable law, for claims
arising under the short-swing trading prohibition of Section 16(b) of the Securities Exchange Act of 1934, or for any
proceeding initiated by the director without the consent of the Board, except in limited cases.
What If Shareholders Do Not Approve the Form and Use of Director Indemnification Agreements? The Board of
Directors has not determined what action, if any, it will take if shareholders do not approve the form and use of
director indemnification agreements. Even if shareholders do not approve the agreements, the Board of Directors
could nevertheless enter into the proposed agreements with directors based on its opinion that the agreements are fair
to the Corporation. The Corporation may also enter into indemnification agreements in the form attached to this proxy
statement as Appendix A with officers. Shareholder approval is not necessary for an Ohio corporation to enter into
indemnification agreement with officers.
Approval of the Form and Use of Director Indemnification Agreements Requires the Affirmative Vote of a
Majority Vote of the Shares Outstanding
Approval of the form and use of indemnification agreements for directors requires the affirmative vote of a majority of
the voting power, meaning a majority of all shares issued and outstanding. Under section 1701.60(A)(1)(b) of the
Ohio General Corporation Law, shares held by directors are excluded from the calculation of the number and
percentage of shares voting for approval of a conflict of interest transaction. As a group, the Corporation�s Board of
Directors owns or controls 656,952 shares and the power to vote approximately 4.96% of the voting power of the
Corporation�s outstanding shares. Abstentions and broker non-votes will have the same effect as votes against the form
and use of indemnification agreements with directors, because the proposal requires the affirmative vote of a specified
percentage of all shares outstanding, excluding shares held by directors. The preceding discussion of the
indemnification agreement is merely a summary. The discussion is qualified in its entirety by reference to the form of
indemnification agreement attached to this proxy statement as Appendix A.
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THE BOARD RECOMMENDS THAT SHAREHOLDERS VOTE �FOR� APPROVAL OF THE FORM AND
USE OF DIRECTOR INDEMNIFICATION AGREEMENTS
PROPOSAL NO. 3: ADOPTION OF THE OMNIBUS EQUITY PLAN
General
At the Annual Meeting, shareholders will be asked to approve the Omnibus Equity Plan. At its February 9, 2010
meeting and with the recommendation of the Executive Compensation and Employees Salary Committee, the Board
of Directors adopted the Omnibus Equity Plan, subject to shareholder approval. We are submitting the proposal to
approve the Omnibus Equity Plan for your consideration and vote at the Annual Meeting because doing so is
consistent not only with our historical practices but also with principles of good corporate governance.
Additionally, the tax-advantaged treatment of incentive stock options provided by Internal Revenue Code section 422
is conditional upon approval of the plan by shareholders. The exemption for performance-based compensation from
the $1,000,000 compensation deduction limitation of Internal Revenue Code section 162(m) likewise is conditioned
upon shareholder approval. Additional information about the tax treatment of incentive stock options under section
422 and performance-based compensation under section 162(m) is contained in this discussion under the subheading
�Federal Income Tax Consequences.� Finally, approval of the Omnibus Equity Plan by our shareholders is necessary to
ensure that shares awarded under the Omnibus Equity Plan are released from shareholders preemptive rights that exist
under Article XIII of our Articles of Incorporation.
The goal of the Omnibus Equity Plan is to promote our long-term financial success and to increase shareholder value.
In contrast to our 1999 Stock Option Plan, which expired in March 2009 and which provided solely for stock option
awards and stock appreciation rights, the Omnibus Equity Plan gives us authority to make awards of stock options and
stock appreciation rights as well as restricted stock and performance share awards. Awards may be made to our
employees and employees of our subsidiaries. Awards of stock options and restricted stock may also be made to
directors who are not employees of the Corporation or any of our subsidiaries. The Omnibus Equity Plan will enhance
our ability to attract and retain the services of employees and directors upon whose judgment, skill, and efforts the
successful conduct of our business depends. The variety of awards that may be made gives us flexibility to respond to
changes in equity compensation practices in the market for banking talent in which we compete.
The Omnibus Equity Plan contains provisions that we believe are consistent with the interests of shareholders and
principles of good corporate governance. For example, stock options and stock appreciation rights must have an
exercise price equal to or greater than the fair market value of the Corporation�s common stock on the date the award is
made. Similarly, the plan prohibits repricing of stock options and stock appreciation rights without shareholder
approval. In other words, if the fair market value of the Corporation�s stock experiences a sustained decline to a price
less than the exercise price of a stock option, for example, we cannot freely adjust the exercise price of the option to
compensate for loss of the option�s value. The principal features of the Omnibus Equity Plan are summarized below,
but a copy of the plan is included as Appendix 2. We encourage you to read the plan in its entirety. References in this
summary to the Code mean the Internal Revenue Code of 1986, as amended.
Authorized Shares
The Omnibus Equity Plan authorizes the issuance of 1,200,000 shares of our common stock. That number amounts to
approximately 9% of our total outstanding shares. Shares of our common stock issued under the plan may consist in
whole or in part of treasury shares or authorized and unissued shares not reserved for any other purpose. If an award
made under the plan is later forfeited, terminated, exchanged, or otherwise settled without the issuance of shares or
payment of cash, the shares associated with that award may again become available for future grants.
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Awards
Awards to Employees. Awards to employees under the Omnibus Equity Plan may take the form of:

� incentive stock options that qualify for favored tax treatment under Code section 422,

� stock options that do not qualify under Code section 422,

� stock appreciation rights,

� restricted stock, including restricted stock units, and

� performance shares.
Each of those awards is described in more detail below.
Awards to Non-Employee Directors. In contrast to the kinds of awards that may be made to employees,
non-employee directors are eligible for awards of non-qualified stock options and restricted stock only.
Award Agreements. The terms of each award will be described in an award agreement between the Corporation and
the person to whom the award is granted. By accepting an award, the person to whom the award is granted agrees to
be bound by the terms of the plan and the award agreement. If there is a conflict between the terms of the Omnibus
Equity Plan and the terms of the associated award agreement, the terms of the plan will govern.
Plan Administration
A committee of our Board of Directors will administer the plan. Known as the Plan Committee, the committee must
consist of at least three individuals, each of whom must be:

� an outside director within the meaning of Code section 162(m), receiving no compensation from us or
from a related entity in any capacity other than as a director, except as permitted by the Code,

� a non-employee director within the meaning of the Securities and Exchange Commission�s Rule 16b-3,
and

� an independent director within the meaning of Nasdaq�s Marketplace Rules, specifically
Rule 5605(a)(2).

The Board of Directors designated its Compensation Committee to serve as the Plan Committee. The Board of
Directors believes that each of the individual members of that committee satisfies the independence requirements of
Code section 162(m), SEC Rule 16b-3, and Nasdaq rules.
The Plan Committee has final authority to make awards to employees and establish award terms. The amount and
terms of equity awards to non-employee directors, however, must be established by the entire Board of Directors.
Accordingly, when the term Plan Committee is used in reference to grants to non-employee directors, the term means
the entire Board of Directors. The Plan Committee�s authority includes the power to:

� construe and interpret the plan,

� adopt, amend, and rescind rules and regulations relating to administration of the plan,

� determine the types of awards to be made to employees,

� designate the employees to whom the awards will be made,

� specify the terms and conditions of each award, including the procedures for exercising an award, and

� administer any performance-based awards, including certifying that applicable performance objectives
are satisfied.
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Under section 14.5 of the Omnibus Equity Plan, our directors are entitled to indemnification by us for liabilities
arising under the plan.
Award Eligibility
The Plan Committee may make awards to any employee of our company or any of our subsidiaries. There are
approximately two hundred eighty-seven (287) full-time employees of the Corporation, Bank, Trust Company and
Insurance Agency who will be eligible for an award, including their officers. The Corporation currently has seven
(7) non-employee directors who likewise will be eligible for awards. The selection of participants and the nature and
size of awards are within the discretion of the Plan Committee in the case of awards to employees, and they are within
the discretion of the Board of Directors in the case of awards to non-employee directors. No awards have been made
under the Plan. No discretionary awards to employees or directors are currently determinable.
Award Limits
Of the shares authorized for issuance under the Omnibus Equity Plan, up to 600,000 may be reserved for issuance
under incentive stock options. The aggregate number of shares underlying awards granted to an individual participant
in a single year may not exceed 5% (60,000 shares) of the aggregate amount authorized to be issued under the plan.
Adjustments
If a corporate transaction such as a stock dividend, stock split, recapitalization, merger, or other similar corporate
change affects our outstanding shares of common stock, the Plan Committee will make adjustments to prevent dilution
or enlargement of benefits provided under the Omnibus Equity Plan, including adjustment of the number of shares
authorized under the plan, adjustment of award limits, and adjustments of the terms of outstanding awards.
Description of Awards
Options. An option is the right to acquire shares of our common stock during a stated period at a specified exercise
price. An option may be an incentive stock option � or ISO � qualifying for favored tax treatment under Code section
422. ISOs may be granted to employees only. Any option that is not an ISO is known as a non-qualified stock option �
or NQSO. An NQSO may be granted to employees or non-employee directors.
The exercise price of an option is determined by the Plan Committee. However, an option�s exercise price may not be
less than the fair market value of a share of our common stock on the date the option is granted. Fair market value in
this context is determined according to the following rules:

� if our common stock is traded on an exchange or on an automated quotation system giving closing
prices, fair market value means the reported closing price on the relevant date if the date is a trading day
and otherwise on the next trading day, or

� if our common stock is traded over-the-counter with no reported closing price, fair market value is the
mean between the highest bid and the lowest asked prices on that quotation system on the relevant date
if the date is a trading day and otherwise on the next trading day, or

� if neither of the above circumstances exists, fair market value is determined by the Plan Committee in
good faith and, for ISOs, consistent with Code section 422 and, for NQSOs, consistent with Code
section 409A and other applicable tax authority.
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Our common stock is currently traded over-the-counter on the OTC Bulletin Board. The closing price of the stock on,
March 2, 2010 was $4.35 per share. The Plan Committee will establish the term of each option, but the term of an ISO
may not exceed ten years. Likewise, the term of an option granted to a non-employee director may not exceed ten
years. However, an NQSO granted to an employee may have any term specified in the award agreement. The exercise
price of an option must be paid in a form allowed by the Plan Committee, which may allow payment in cash or a cash
equivalent, actual or constructive surrender of unrestricted shares of our common stock, or a combination of these
payment methods. The Plan Committee may also allow a cashless stock option exercise. A cashless stock option
exercise can take a variety of forms, but in essence it means the participant would pay no cash and surrender no other
assets when he or she exercises the stock option and, rather than issuing to the participant the full number of shares for
which the option is exercised, we would withhold and not issue to the participant a number of shares having a value
equal to the exercise price. We would issue to the participant a net number of shares equal to the difference between
the value of the entire option and the exercise price.
The aggregate fair market value of our common stock for which a participant�s ISOs are exercisable for the first time in
any calendar year under all of our stock option plans may not exceed $100,000. Fair market value for purposes of the
ISO annual exercisability limit is determined as of the date the option is granted. The exercise price of an ISO granted
to an employee who owns stock possessing more than 10% of the voting power of our outstanding stock may not be
less than 110% of the fair market value of a share of common stock on the date of grant. The term of an ISO may not
exceed five years if the employee owns stock possessing more than 10% of the voting power of our outstanding stock.
Stock Appreciation Rights. A stock appreciation right � or SAR � is the right to receive cash equal to the difference
between the fair market value of a share of the Corporation�s common stock on the date the SAR is exercised, on one
hand, and the SAR�s exercise price on the other. The exercise price of an SAR may not be less than the fair market
value of our common stock on the date the SAR is granted. In other words, an SAR ordinarily is intended to yield the
same value on the date of exercise as a stock option, although SARs ordinarily are more likely to be settled in cash
rather than stock and the exercise of an SAR does not require delivery of consideration by the award recipient. As an
alternative to cash settlement of an SAR, the award agreement may permit or require a participant to receive common
stock having an aggregate fair market value on the exercise date equal to the amount of cash the participant would
have received had the SAR been exercised for cash instead of stock, with any fractional share settled in cash. In
contrast to the typical stock option, the expense of SARs is accounted for using liability accounting if the SAR can be
settled in cash. The accounting expense of a typical stock option is fixed at the date of grant by an estimate of the
option�s value on that date. The expense associated with an SAR that may be settled in cash will vary with time as the
value of the SAR varies, depending on changes in the stock�s value during the life of the SAR.
Restricted Stock. A restricted stock award is an award of common stock that is subject to transfer restrictions and
subject to the risk of forfeiture if conditions specified in the award agreement are not satisfied by the end of a
specified period. During the restriction period established by the Plan Committee, restricted stock is considered to be
held in escrow and may not be sold, transferred, or hypothecated. Restricted stock vests when the conditions to vesting
stated in the award agreement are satisfied, and at that time the transfer restrictions and risk of forfeiture lapse and the
shares are released to the participant.
Restricted stock is forfeited if the vesting conditions are not satisfied, and if that occurs the shares again become
available under the plan for future awards. Unless an award agreement for restricted stock specifies otherwise, a
participant who holds restricted stock has the right to receive dividends or other distributions on the shares and the
right to vote the shares during the restriction period. But dividends or other distributions payable in the form of stock
would themselves be considered shares of restricted stock and would be subject to the same restrictions and conditions
as the original restricted stock award. Restricted stock unit awards are essentially the same as restricted stock awards,
except that the holder of a restricted stock unit has no associated voting rights or the right to receive dividends.
Dividends paid on shares may be credited to a restricted stock unit award, however, in the form of dividend equivalent
units. Unvested awards generally are not transferable except as specified in the Plan.
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Awards of restricted stock and restricted stock units are most likely to be made at no cost to the participant. However,
the Plan Committee could make an award conditional upon the participant paying a purchase price for shares, in
addition to other conditions that could be imposed. Although the Plan places no limitations on the conditions that may
be imposed on awards, we expect that the principal condition imposed would consist of a time-vesting feature,
meaning the award recipient would become fully vested in and the owner of unencumbered shares of common stock if
the participant remains employed with us or the Bank for a specified period.
Performance Shares. Performance shares bear some similarities to restricted stock awards but also are distinct from
restricted stock awards in some significant ways. Like the recipient of a restricted stock award, a performance share
award recipient becomes fully vested in and acquires unencumbered ownership of shares if conditions imposed in the
award agreement are satisfied by the end of the period specified in the award agreement. But as the name suggests,
performance awards ordinarily become vested if and only if corporate goals or individual performance goals, or both,
stated in the award agreement are satisfied by the end of the performance period, also specified in the award
agreement. In contrast, and although this is not necessarily always the case, restricted stock awards ordinarily become
vested with the mere passage of time, so long as the award recipient remains employed with the company. In contrast
to stock option awards and to a lesser degree restricted stock awards, which ordinarily have terms that are more or less
uniform from one grant to the next and from one award recipient to the next, the terms of performance share awards
can vary quite widely. Terms having to do with such things as performance criteria and the duration of the period in
which performance is measured need not be uniform and are likely to be influenced by the particular award recipient�s
responsibilities, our or the Bank�s corporate goals and operating results, and other factors. Virtually every term of
performance share awards can be customized for individual award recipients, with the only common denominator
being the right to become the owner of unencumbered shares of our common stock if the performance criteria are
satisfied. The performance criteria are likely to include a combination of some or all of these factors:

Net earnings or net income (before or after taxes) Productivity ratios
Earnings per share Share price (including, but not limited to growth measures

and total shareholder return)
Deposit or asset growth Expense targets
Net operating income Credit quality
Return on assets and return on equity Efficiency ratio
Earnings before or after taxes, interest, depreciation
and/or amortization

Market share

Interest spread Customer satisfaction
Net income after cost of capital

The Board of Directors may award restricted stock to non-employee directors but performance shares may be awarded
solely to employees. If the Plan Committee makes performance share awards, it will establish the performance
criteria, select the participants or class of participants to whom the performance criteria apply, and designate the
period over which performance will be measured. Unless the associated award agreement specifies otherwise, a
participant may not exercise voting rights over shares subject to a performance award. But shares subject to a
performance award may be credited with an allocable portion of dividends and other distributions paid on common
stock. Dividends and other distributions allocable to unvested performance shares will be held by us as escrow agent
during the period in which satisfaction of the performance criteria is determined, without interest crediting or other
accruals while held in escrow. If dividends or other distributions are paid in the form of shares of common stock,
those shares would themselves be considered performance shares and would be subject to the same conditions and
restrictions as the original performance share award.

11

Edgar Filing: FARMERS NATIONAL BANC CORP /OH/ - Form PRE 14A

15



The Plan Committee will make appropriate adjustments to performance criteria to account for the impact of a stock
dividend or stock split affecting the common stock or a recapitalization, merger, consolidation, combination, spin-off,
distribution of assets to shareholders, exchange of shares, or similar corporate change. Unless otherwise provided in
the plan or an employee participant�s award agreement, at the end of the period in which satisfaction of the
performance criteria is determined, the Plan Committee will certify that the employee has or has not satisfied the
performance criteria. The shares will then be forfeited if the performance criteria are not satisfied. If the performance
criteria are satisfied, the shares of our common stock will be issued to the employee participant.
Effect of Termination of Service on Awards
Unless the participant�s award agreement provides otherwise, when a participant employee�s service terminates or when
a non-employee director participant�s service terminates, the portion of any award held by the participant that is not
exercisable is forfeited. All NQSOs, SARs, and ISOs held by the participant that are exercisable will be forfeited if
not exercised before the earlier of the expiration date specified in the award agreement or 90 days after termination
occurs. However, all of a participant�s outstanding awards are forfeited if the participant�s employment or director
service terminates for cause or if in our judgment a basis for termination for cause exists, regardless of whether the
awards are exercisable and regardless of whether the participant�s employment or director service actually terminates.
Defined in section 10.1(b) of the Omnibus Equity Plan, the term cause includes a violation of our or the Bank�s code of
ethics. However, shares of restricted stock or performance shares that have been released from escrow and distributed
to the participant are not affected by a termination for cause.
Effect of a Change in Control
If a change in control of the Corporation occurs, the Plan Committee has broad authority and sole discretion to take
actions it deems appropriate to preserve the value of participants� awards. If a change in control occurs, the Plan
Committee may for example:

� accelerate the exercisability or vesting of any or all awards, despite any limitations stated in the plan or
in an award agreement, or

� cancel any or all outstanding options, SARs, restricted stock, and performance share awards in
exchange for the kind and amount of consideration that the holder of the award would have received
had the award been converted into our stock before the change in control (less the exercise price of the
award), or

� convert any or all option, SAR, restricted stock, or performance share awards into the right to receive at
exercise or vesting the kind and amount of consideration that the holder of the award would have
received had the award been converted into our stock before the change in control (less the exercise
price of the award).

The Plan Committee may provide for these results in advance in an award agreement or may provide for these results
when a change in control actually occurs, or both. Alternatively, the Plan Committee also has the right to require the
acquiring company in a change in control to take any of these actions. Events that would constitute a change in control
are defined in section 11.1 of the Plan, but the Plan defers to any competing definition contained in another agreement
to which a participant may be a party, such as an employment agreement, or the competing definition contained in
Code section 409A if that provision of the Federal tax code is deemed to apply to the participant�s award. In general, a
change in control means one or more of the following events:

� a change in the composition of our Board of Directors, after which the incumbent members of the Board
on the effective date of the Plan � including their successors whose election or nomination was approved
by those incumbent directors and their successors � no longer represent a majority of the Board, or

12

Edgar Filing: FARMERS NATIONAL BANC CORP /OH/ - Form PRE 14A

16



� a person (other than persons such as subsidiaries or benefit plans) becomes a beneficial owner of our
securities representing 25% or more of the combined voting power of all securities eligible to vote for
the election of directors, excepting business combinations after which our shareholders own more than
50% of the resulting

� company and excepting stock issuances approved by incumbent directors and their successors, or
� a merger, consolidation, share exchange, or similar form of business combination transaction requiring

approval of our shareholders, excepting business combinations after which our shareholders own more
than 50% of the resulting company, or

� our shareholders approve a plan of complete liquidation or dissolution or sale of all or substantially all
of our assets.

Amendment, Modification and Termination of the Plan
The Omnibus Equity Plan was adopted by the Corporation�s Board of Directors but will not become effective unless it
is also approved by our shareholders at the Annual Meeting. If approved, the plan will remain in effect until the tenth
anniversary of the date the plan was approved by the Board. The Board approved the plan on February 9, 2010.
We may terminate, suspend, or amend the plan at any time without shareholder approval, unless shareholder approval
is necessary to satisfy applicable requirements of SEC Rule 16b-3, the Code, or any securities exchange, market, or
other quotation system on which our securities are listed or traded. But no amendment of the plan may (x) result in the
loss of a Plan Committee member�s status as a non-employee director as defined in SEC Rule 16b-3, (y) cause the plan
to fail to satisfy the requirements of Rule 16b-3, or (z) adversely affect outstanding awards. However, we may amend
the plan as necessary to comply with Code section 409A even if the amendment does adversely affect participants�
rights.
Transfers
Awards generally are not transferable except as specified in the Omnibus Equity Plan. During a participant�s lifetime,
awards are exercisable solely by the participant or the participant�s guardian or legal representative. Plan awards may
be transferred by will and by the laws of descent and distribution.
Accounting for Share-Based Payments
In December 2004, the Financial Accounting Standards Board (FASB) published FASB Statement No. 123 (revised):
Share Based Payment (SFAS 123 (R)). SFAS 123 (R) requires that the compensation cost relating to share-based
payment transactions, including grants of stock options, be recognized as an expense in financial statements. Cost is
measured based on the fair value of the equity instrument issued, according to any option-pricing model satisfying the
fair value objective of SFAS 123(R).
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Release from Shareholder Preemptive Rights
With some exceptions, our shareholders generally have the preemptive right to purchase shares of common stock
offered by the Corporation for cash. In other words, shares offered for sale generally must first be offered to existing
shareholders before the shares can be sold to others. Preemptive rights give existing shareholders the ability to prevent
dilution of their percentage ownership when additional shares are proposed for issuance and sale, granting each
shareholder the right during a reasonable time and on reasonable terms fixed by the directors to purchase shares in
proportion to the shareholder�s holdings. Provided under Article XIII of our Articles of Incorporation, there are limited
exceptions to shareholders� preemptive right to purchase shares offered for sale. One exception, in subparagraph (h) of
Article XIII, provides that shares offered for sale to employees, including shares issuable by exercise of stock options,
are not subject to preemptive rights if the holders of a majority of the shares entitled to preemptive rights vote in favor
of releasing the shares from preemptive rights. Approval of the Omnibus Equity Plan will constitute approval of the
release of shares subject to the plan from preemptive rights. This exception only allows for sales and issuances of
shares to employees, however, not issuances and sales to directors. Another exception, in subparagraph (a) of
Article XIII, provides that treasury shares are not subject to shareholders� preemptive rights and may therefore be
issued and sold without first being offered for sale to shareholders. Accordingly, the Omnibus Equity Plan provides in
section 5.1 that in the case of an award issued to any person who is not an employee, the shares of the Corporation�s
common stock to be delivered under the plan may consist solely of treasury stock and may not consist of authorized
but unissued shares.
U.S. Federal Income Tax Consequences
The following discussion briefly summarizes the U.S. federal income and employment tax consequences relating to
the plan. This summary is based on existing provisions of the Code, final, temporary, and proposed Treasury
Regulations promulgated under the Code, existing judicial decisions, and current administrative rulings and practice,
all of which are subject to change, possibly retroactively. Included for general informational purposes only, this
summary is not a complete description of the applicable U.S. federal income or employment tax laws and this
summary does not address state or local tax consequences and other tax consequences.
Generally, we will withhold from distributions under the plan the amount of cash or shares we determine is necessary
to satisfy applicable tax withholding obligations. Alternatively, we may require participants to pay to us the amount
necessary to satisfy applicable tax withholding obligations.
Tax Consequences of ISOs.
ISOs qualify for special treatment under Code section 422. A participant recognizes no income when an ISO is
granted or exercised and we are entitled to no compensation deduction at either of those times. Also, ISOs are not
subject to employment taxes. If a participant acquires our common stock by exercising an ISO and continues to hold
that stock for one year or, if longer, until the second anniversary of the grant date, the amount the participant receives
when he or she finally disposes of the stock � minus the exercise price � is taxed at long-term capital gain or loss rates.
This is referred to as a qualifying disposition. We are entitled to no deduction for a qualifying disposition. If a
participant disposes of the common stock within one year after exercising the ISO or within two years after the grant
date, this is referred to as a disqualifying disposition. When a disqualifying disposition occurs, the participant
recognizes ordinary income equal to the excess of (x) the fair market value of the stock on the date the ISO is
exercised, or the amount received on the disposition if less, over (y) the exercise price. We are entitled to a deduction
equal to the income that the participant recognizes on the disqualifying disposition. The participant�s additional gain is
taxed at long-term or short-term capital gain rates, depending on whether the participant held the common stock for
more than one year. The rules that generally apply to ISOs do not apply when calculating any alternative minimum tax
liability. When an ISO is exercised, a participant must treat the excess, if any, of the fair market value of the stock on
the date of exercise over the exercise price as a tax preference item for purposes of the alternative minimum tax. The
rules affecting the application of the alternative minimum tax are complex and their effect depends on individual
circumstances, including whether a participant has tax preference items other than those derived from ISOs.
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Tax Consequences of NQSOs. NQSOs are not entitled to the special tax treatment granted to ISOs. Nevertheless, a
participant recognizes no income when an NQSO is granted and we are entitled to no compensation deduction at that
time. Unlike an ISO, when an NQSO is exercised, the participant recognizes ordinary income equal to the excess of
the stock�s fair market value on the date of exercise over the exercise price. Also unlike an ISO, this same amount is
subject to employment taxes, including social security and Medicare taxes. If a participant uses common stock or a
combination of common stock and cash to pay the exercise price of an NQSO, he or she will have ordinary income
equal to the value of the excess of the number of shares of common stock that the participant purchases over the
number he or she surrenders, less any cash the participant uses to pay the exercise price. This same amount is subject
to employment taxes, including social security and Medicare taxes. When an NQSO is exercised, we are entitled to a
deduction equal to the ordinary income that the participant recognizes.
A participant�s cost, also known as basis, for shares acquired by exercising an NQSO generally is the fair market value
of the stock on the date the NQSO is exercised, recognizing that the participant is taxed at ordinary income rates at
that time. And when the participant finally disposes of stock acquired by exercising an NQSO, the participant will
have a long-term capital gain or loss or a short-term capital gain or loss, depending on whether the participant held the
stock after option exercise for more than one year and whether the sale price exceeds the participant�s cost basis.
Tax Consequences of SARs. A participant recognizes no income when a SAR is granted. Likewise, we are entitled to
no compensation deduction at that time. But when a SAR is exercised, the participant recognizes ordinary income
equal to the cash received upon exercise, or the fair market value of the stock received at exercise if the SAR is settled
with stock. We are entitled to a compensation deduction equal to the ordinary income that the participant recognizes.
Also, the same amount is subject to employment taxes, including social security and Medicare taxes. If the SAR is
settled with stock, the participant will have a long-term or short-term capital gain or loss when he or she finally
disposes of the stock, depending on whether the participant held the stock for more than one year after the SAR was
exercised and depending on the price at which the stock is sold.
Tax Consequences of Restricted Stock. Unless a participant makes an election under Code section 83(b) to recognize
taxable income, a participant generally does not have taxable income when restricted stock is granted. Likewise, we
are not entitled to a compensation deduction at that time. Instead, a participant recognizes ordinary income when the
shares of restricted stock vest, meaning when the shares are no longer subject to a substantial risk of forfeiture. The
income recognized at that time is equal to the fair market value of the stock the participant receives when the
restrictions lapse, less any consideration paid for the restricted stock. We generally are entitled to a deduction equal to
the income that the participant recognizes. Also, the same amount is subject to employment taxes, including social
security and Medicare taxes. When a participant finally disposes of restricted stock that has become vested, the
participant will have a long-term or short-term capital gain or loss, depending on the amount of time the participant
held the stock after the stock vested and depending on the sale price.
If a participant makes an election under Code section 83(b), the participant recognizes ordinary income on the grant
date equal to the fair market value of the shares of restricted stock on the grant date. We are entitled to a deduction
equal to the income that the participant recognizes at that time. Also, the same amount is subject to employment taxes,
including social security and Medicare taxes. However, the participant recognizes no income when the restrictions
finally lapse. If a participant becomes vested in the shares, any appreciation between the grant date and the date the
participant disposes of the shares is treated as a long-term or short-term capital gain or loss, depending on whether he
or she held the shares for more than one year after the grant date and depending on the sale price. If a participant
forfeits restricted stock, the participant cannot take a tax deduction for that forfeiture.
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Tax Consequences of Performance Shares. A participant recognizes no taxable income when he or she receives a
performance share award and we are entitled to no compensation deduction at that time. However, when a participant
satisfies the conditions imposed on the award he or she must recognize ordinary income equal to the cash or the fair
market value of the common stock he or she receives. Also, the same amount is subject to employment taxes,
including social security and Medicare taxes. We generally are entitled to a compensation deduction equal to the
income that the participant recognizes. The participant will thereafter have a long-term or short- term capital gain or
loss when he or she finally disposes of the common stock acquired in settlement of the performance share award,
depending on the amount of time the participant held the shares after they were issued and depending on the price at
which the shares are sold.
Code Section 162(m). Code section 162(m) imposes an annual $1,000,000 limit on the tax deduction allowable for
compensation paid to the chief executive officer and to the three other highest-paid executives � other than the Chief
Financial Officer � of a company whose equity securities are required to be registered under section 12 of the Securities
Exchange Act of 1934 with an exception for compensation that constitutes so-called performance-based
compensation. To qualify as performance-based compensation, grants must be made by a committee consisting solely
of two or more outside directors, the material terms of the performance-based compensation must be disclosed to and
approved in advance by the company�s shareholders and the committee must certify that the performance standards are
satisfied. For grants other than options and SARs to qualify as performance-based compensation, the granting,
issuance, vesting, or retention of the grant must be contingent upon satisfying one or more performance criteria. Stock
options and SARs may be treated as performance-based compensation if the exercise price is at least equal to the fair
market value of the stock on the grant date and if the plan states the maximum number of shares acquirable under
options or SARs granted to any one individual in any single year. We expect that stock options as well as awards with
a performance component generally will satisfy the requirements for performance-based compensation under section
162(m), but the Plan Committee will have authority to grant non-performance-based awards, including restricted stock
awards.
Performance share awards may be made in a manner that qualifies as performance-based compensation under Code
section 162(m) in the case of awards to our Chief Executive Officer and to the three most highly compensated
executives other than the Chief Financial Officer. To ensure compliance with section 162(m), (x) the applicable
performance criteria for performance-based compensation such as performance share awards must be established in
the associated award agreement as soon as administratively practicable, but no later than the earlier of 90 days after
the beginning of the applicable performance period and the expiration of 25% of the applicable performance period
and (y) vesting will be contingent on satisfaction of the performance criteria outlined in this proxy statement�s
discussion of performance share awards. The Plan Committee may make appropriate adjustments to performance
criteria to reflect a substantive change in an employee�s job description or assigned duties and responsibilities. Vesting
of performance share awards made to other employees need not comply with the requirements of Code section
162(m), but nevertheless we expect that performance share awards to those other employees will be based on similar
performance criteria.
Code Sections 280G and 4999. Code sections 280G and 4999 impose penalties on persons who pay and persons who
receive so-called excess parachute payments. A parachute payment is the value of any amount that is paid to company
officers on account of a change in control. If total parachute payments from all sources � including but not limited to
stock-based compensation plans � equal or exceed three times an officer�s base amount, meaning his or her five-year
average taxable compensation, a portion of the parachute payments will constitute an excess parachute payment.
Specifically, the amount of the parachute payments exceeding one times the base amount constitutes an excess
parachute payment. Because of Code section 4999, the officer must pay an excise tax equal to 20% of the total excess
parachute payments. This tax is in addition to other federal, state, and local income, wage, and employment taxes
imposed on the individual�s change-in-control payments. Moreover, because of section 280G, the company paying the
compensation is unable to deduct the excess parachute payment, and the $1,000,000 limit on deductible compensation
under Code section 162(m) is reduced by the amount of the excess parachute payment.
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Benefits to which participants are entitled under the Plan and associated award agreements could constitute parachute
payments under sections 280G and 4999 if a change in control occurs. If this happens, the value of each participant�s
parachute payment arising under the Plan must be combined with other parachute payments the same participant may
be entitled to receive under other agreements or plans with us or a subsidiary, such as an employment agreement or a
severance agreement.
Code Section 409A. Code section 409A was added to the Internal Revenue Code by the American Jobs Creation Act
of 2004. Section 409A creates new rules for amounts deferred under so-called nonqualified deferred compensation
plans. Section 409A includes a broad definition of nonqualified deferred compensation plans, which may extend to
various types of awards granted under the Plan. The proceeds of any grant that is governed by section 409A are
subject to a 20% excise tax if those proceeds are distributed before the recipient separates from service or before the
occurrence of other specified events such as death, disability, or a change of control, all as defined in section 409A.
The Plan Committee intends to administer the plan to avoid or minimize the impact of section 409A, which is borne
principally by the employee, not the employer. If necessary, the Plan Committee will amend the plan to comply with
section 409A. By accepting an award, a participant agrees that the Plan Committee (or our Board of Directors, as
appropriate) may amend the plan and the award agreement without any additional consideration if necessary to avoid
penalties arising under section 409A, even if the amendment reduces, restricts, or eliminates rights that were granted
under the plan, the award agreement, or both before the amendment.
ANY U.S. FEDERAL TAX ADVICE CONTAINED IN THE PRECEDING SUMMARY IS NOT INTENDED OR
WRITTEN BY THE PREPARER OF SUCH ADVICE TO BE USED, AND IT CANNOT BE USED BY THE
RECIPIENT, FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON THE
RECIPIENT. THIS DISCLOSURE IS INTENDED TO SATISFY U.S. TREASURY DEPARTMENT
REGULATIONS.
Shares Currently Authorized for Issuance Under Our Existing Stock Option Plans. The following table summarizes
all compensation plans and individual compensation arrangements in effect on December 31, 2009 under which shares
of common stock have been authorized for issuance.

EQUITY COMPENSATION PLAN INFORMATION

(a) (b) (c)
Number of
securities
remaining
available
for future
issuance

Number of
securities under equity

to be issued upon Weighted-average
compensation

plans

exercise of exercise price of
(excluding
securities

outstanding
options,

outstanding
options,

reflected in
column

Plan Category
warrants, and

rights
warrants, and

rights (a))
Equity compensation plans approved by security
holders (1) 5,000 $ 6.55 �
Equity compensation plans not approved by security
holders � � �
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Total 5,000 $ 6.55 �

(1) The 1999 Stock
Option Plan
expired in
March 2009. No
further awards
may be made
under the 1999
Stock Option
Plan, but awards
made under the
Plan remain
outstanding
until those
awards expire
by their terms.
See �Outstanding
Equity at Fiscal
Year End�
below.

The discussion
is qualified in its
entirety by
reference to the
Omnibus Equity
Plan attached to
this proxy
statement as
Appendix B.
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THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE �FOR� THE PROPOSAL TO ADOPT
THE OMNIBUS EQUITY PLAN. THE PROPOSAL WILL BE APPROVED IF IT RECEIVES THE
AFFIRMATIVE VOTE OF THE HOLDERS OF A MAJORITY OF THE SHARES OUTSTANDING.

INFORMATION WITH RESPECT TO DIRECTORS AND NOMINEES
The following table sets forth, as of the Record Date, the names of the nominees and the continuing directors, as well
as their ages, their position with the Corporation, the year in which each director became a director of the Corporation
and the year in which their terms (or in the case of the nominees, proposed terms) as directors of the Corporation
expire. Provided below is a brief description of their qualifications to serve on the Board of Directors.

Director
Name Position with the Corporation Age Since

Nominees
Ralph D. Macali
Class III Director

Three Year Term Expires 2013

Director 53 2001

Frank L. Paden
Class III Director

Three Year Term Expires 2013

Director and Chief Executive Officer 58 1992

Earl R. Scott
Class III Director

Three Year Term Expires 2013

Director 64 2003
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