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ITEM 1. BUSINESS EVANS BANCORP, INC.

Evans Bancorp, Inc. (the "Company") was organized Blew York business corporation and incorporateter the laws of the State of New
York on October 28, 1988 for the purpose of becanaibank holding company. The Company is registesiddthe Federal Reserve Boarc
a bank holding company under the Bank Holding Campict of 1956, as amended (the "BHCA"), and conslits business through its
wholly-owned subsidiary, Evans National Bank (tBafik"). The principal business of the Company, tilgiothe Bank, is commercial
banking and consists of, among other things, ditrgqcieposits from the general public and usingé¢hfeinds in commercial loans, commer
mortgages, business loans, residential mortgagese fequity loans, consumer loans, and investmentises.

The Company has no material assets other thamviésiment in the Bank. The Company's sole busitlessefore, is the ongoing business of
the Bank.

EVANS NATIONAL BANK

The Bank was established in 1920 as a nationalibgmssociation and currently is regulated by tben@troller of the Currency. Prior to
February 1995, the Bank was known as The Evan®h&tBank of Angola. Its legal headquarters istedat 14-16 N. Main Street, Angola,
New York 14006

The Bank is a full service commercial bank offergggured and unsecured commercial loans, consoaes,|leducational loans and
mortgages. It also accepts time and demand deposits

As of December 31, 1996, the Bank had total as$e$$40,898,057, total deposits of $123,461,379tatal stockholders' equity of
$15,510,083.

MARKET AREA

The Bank's primary market area is located in sautkgie County, northern Chautauqua County andwmarstern Cattaraugus County, which
includes the towns of Evans, Boston, Hamburg, E@zahard Park and Hanover. This market area iptingary area where the Bank
receives deposits and makes loans.

AVERAGE BALANCE SHEET INFORMATION

The table on the following page presents the Sicarit categories of the assets and liabilitiehef@ompany, interest income and interest
expense, and the corresponding yields earned &&lpaid for the last two years. The assets ahdities are presented as daily averages.
average loan balances include both performing amg@rforming loans. Interest income on loans de¢s$ntlude interest on loans for which
the Bank has ceased to accrue interest. Interdsfiall are not presented on a-equivalent basis



Aver
Bala
Assets (63
Interest-earning assets:
Loans, Net $81
Taxable securities 22
Tax-exempt securities 15
Federal funds sold 3

Time deposits in other banks

Total interest-earning assets 124

Noninterest-earning assets

Cash and due from banks 5
Premises and equipment, net 3
Other assets 1

Total $135

LIABILITIES & SHAREHOLDER'S EQUITY
Interest-bearing liabilities:

NOW accounts $6

Savings deposits 45

Time deposits 46
Total interest-bearing liabilities 98
Noninterest-bearing liabilities:

Demand deposits 20

Other 1

120
Shareholders' equity 14
Total $135

Net interest earnings

Net yield on interest earning assets

1996
age
nce Interest
000) ($000)
591 $7,382
837 1,428
676 765
791 202
428 23
323 9,800
531
362
888
,104
/402 $80
,042 1,250
,568 2,583
,012 3,913
,360
,805
477
927
104

$5,887

Yield/
Rate

9.05%
6.25%
4.88%
5.33%
5.37%

Average
Balance

($000)

$72,425
22,520
15,105
4,703
753

7.88%

5,051
1,838
1,642

1.25%
2.78%
5.55%

3.99%

$6,751
47,407
36,639

90,797

18,093
1,583

13,564

4.67%

1995

Interest

($000)

$6,760
1,382
762
277
46

Yield/
Rate

9.34%
6.14%
5.04%
5.89%
6.11%

7.99%

1.48%
2.75%
5.51%

3.77%

5.01%
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In 1996, the Company's interest income increase®bidy, 315 over 1995, compared to an increase 691904 in 1995 over 1994. Also,
interest expense on deposits increased by $49%)9/®6 over 1995 compared to an increase of $851i 1995 over 1994. The following
table segregates these changes for the past tw® ipg@amounts attributable to changes in volunme hanges in rates by major categorie
assets and liabilities. The change in interesttdumth volume and rate has been allocated to welana rate changes in proportion to the
relationship of the absolute dollar amounts ofd¢hange in each.

1996 Compared to 1995 199 5 Compared to 1994
| ncrease (Decrease) Due to Incre ase (Decrease) Due to
(thousands)
Volume Rate Total Volume Rate Total
Interest earned on:
Loans $820 $(198) $622 $184 $515 $699
Taxable securities 20 26 46 75 118 193
Tax-exempt securities 20 17) 3 12 6 18
Federal funds sold (50 ) (25) (75) 55 90 145
Time deposits in other banks (18 ) (5) (23) (57) 23 (34)
Total interest-earning assets $792 $(219) $573 $269 $752 $1,021
Interest paid on:
NOW accounts $(5 ) $(15) $(20) $(12) $(10) $(22)
Savings deposits (59 ) 7 (52) (229) 30 (199)
Time deposits 551 15 566 534 359 893
Total interest-bearing liabilities $487 $7 $494 $293 $379 $672

SECURITIES ACTIVITIES

Income from securities represented approximatel$t%2f total interest income of the Company in 1886 approximately 23.2% of total
interest income of the Company in 1995. At Decen®igrl996, the Bank's securities portfolio of $38,324 consisted primarily of United
States ("U.S.") and federal agency obligationgesdad municipal securities, corporate bonds andgage-backed securities by the
Government National Mortgage Association, Fedewmidthal Mortgage Association and Federal Home Ldarntgage Corp.

In 1994, the Bank adopted Statement of Financialbating Standard No. 115, "Accounting for Certaivestments in Debt and Equity
Securities." As a result, all securities in the Baportfolio are now designated as "held to matuor "available for sale'
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The following table summarizes the Bank's secwitiith those designated as available for saleiavddue and securities designated as held
to maturity valued at amortized cost as of Decenie1 996 and 1995:

1996 1995

($000)  ($000)
Available for Sale:

U.S. Treasury and other U.S. government agencies $14,570 $17,498

States and political subdivisions in the U.S. 14,808 14,583

Other 823 732
Total Securities Designated as Available for S ale $30,201 $32,813

Held to Maturity:

U.S. Treasury and other U.S. government agencies 3,948 4,072

States and political subdivisions in the U.S. 1,905 2,069
Total Securities Designated as Held to Maturit y $ 5853 $ 6,141
Total Securities $36,054 $ 38,954

SECURITIES POLICY. The Bank considers its secwsipiertfolio as part of its overall asset liabilihanagement policy encompassing the
areas of securities, capital, liquidity and inteésemnsitivity. The primary objective of the seciestportfolio is to provide liquidity while
maintaining safety of principal. Secondary objegsiinclude investment of funds in periods of deseddoan demand, interest sensitivity
considerations, providing collateral to secure loganicipal deposits, supporting local communiti@®ugh the purchase of tax-exempt
securities and tax planning considerations. The®o&Directors is responsible for establishing ralepolicy and reviewing performance.

The Bank's policy provides that acceptable poufolvestments include:

U.S. Government obligations, obligations of Fedag®ncies, Municipal obligations (General ObligasioRevenue Obligations, School
Districts and Non-rated Issues from Bank's gereeaket area), Banker's Acceptances, Certificaté&egfosit, Industrial Development
Authority Bonds, Public Housing Authority Bonds, iporate Bonds (each corporation limited to the Baidgal lending limit), and Collatel
Mortgage Obligations, Federal Reserve stock an@f@ttHome Loan Bank stock.

The Bank's securities policy is that in-state siéiesrmust be rated Moody's BAA (or equivalentjled time of purchase. Out-of-state issues
must be rated AA (or equivalent) at the time ofglmaise. Bonds or securities rated below A will heeneed periodically to assure their
continued credit worthiness. The purchase of needrenunicipal securities is permitted, but limitedhose bonds issued by municipalities in
the Bank's general market area which, in the Bgnllgment, possess no greater credit risk than Béxfequivalent) bonds and the annual
budgets of the issuers are reviewed by the Bardeedit file of the issuers is kept on each nonetateinicipal security with relevant financial
information. In addition, the Bank's loan policyrpéts the purchase of notes issued by varioussstatd municipalities which have not been
rated by Moody's or Standard & Poors. The secsrjitfolio of the Bank is priced and rated on anthty basis
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The following table sets forth the maturities aneighted average interest yields of the Bank's dgesiportfolio (yields on tax-exempt
obligations have not been computed on a tax ecgrivélasis) as of December 31, 1996:

Maturing
Within After One But After Five But After
One Year Within Five  Within Ten Years  Ten Years
Amount Yield Amount Yield Amount Yield Amount Yiel d
($000) ($000) ($000) ($000)
CLASSIFIED AS AVAILABLE FOR
SALE AT FAIR VALUE:
U.S. Treasury and other U.S. $ 150 6.13% $6,688 5.99% $5,239 6.99% $2,494 7.97 %
government agencies
States and political subdivisions 1,029 5.95 4,729 5.48 9,049 4.72 0 0.00
Other 823 6.29 0 0.00 0 0.00 0 0.00
Total Available for Sale $2,002 6.11 $11,417 5.78 $14,288 556 $2,494 7.97
CLASSIFIED AS HELD TO MATURITY
AT AMORTIZED COST:
U.S. Treasury and other U.S. 0 0.00 0 0.00 0 0.00 3,948 6.38
government agencies
States and political subdivisions 1,267 4.02 428 5.23 63 5.70 147 6.22
Total Held to Maturity 1,267 4.02 428 5.23 63 5.70 4,095 6.38
Total Securities $3,269 5.30 $11,845 5.76 $14,351 5.56 $6,589 6.99

At December 31, 1996, approximately $18,519,00theBank's securities portfolio were obligationstref U.S. Treasury and other U.S.
government agencies. Additionally, at Decemberl®8g6, the Bank had $1,450,000 in Federal Funds. Sold

LENDING ACTIVITIES

GENERAL. The Bank has a loan policy which is apgabby the Board of Directors on an annual basis.|®an policy addresses the lending
authorities of Bank officers, charge off policidgsired portfolio mix, loan approval guidelines doan pricing.

The Bank offers a variety of loan products to iistomers including residential and commercial esséhte mortgage loans, commercial loans,
installment loans and student loans. The Bank piiynextends loans to customers located within\estern New York area. Income on
loans represented approximately 75.3% of the totatest income of the Company in 1996 and appratéty 73.3% of total interest income
in 1995. The Bank's loan portfolio after unearngtalunts, loan origination costs and allowancesfedit losses totalled $92,087,902 and
$75,468,504 at December 31, 1996 and Decembe©35b, tespectively. At December 31, 1996, the Baatk éstablished $546,954 as an
allowance for credit losses which is approximat&B9% of total loans. This compares with $557,9%6ecember 31, 1995 which was
approximately 0.74% of total loans. The net loartfpbio represented approximately 65.4% and 60.2%h® Bank's total assets at December
31, 1996 and December 31, 1995, respecti\



-10 -

REAL ESTATE LOANS. Approximately 86.9% of the Baskbdan portfolio at December 31, 1996 consisteckaf estate loans or loans
collateralized by mortgages on real estate inclydésidential mortgages, commercial mortgages émer dypes of real estate loans. The
Bank's real estate loan portfolio was $80,110,342esrember 31, 1996, compared to $62,510,966 atmker 31, 1995. The real estate loan
portfolio increased approximately 28.2% in 1996ral@95 compared to an increase of 10.6% in 1995 b9@4.

Growth in the Bank's commercial real estate loantd 1996 resulted partially from declining rabeDecember 1995 and January 1996,
which encouraged real estate acquisition and expan®nly modest growth was realized in the rediidéneal estate portfolio, as the Bank
sold an increasing number of mortgages to The Bédkational Mortgage Association ("FNMA"), whiletagning servicing rights. This
arrangement allows the Bank to offer long termdixate mortgages, without undue rate risk, whitainng customer relationships.

The Bank offers fixed rate residential mortgagethuérms of ten to thirty years with up to an 8@%an-to-value ratio. Fixed rate residential
mortgages loans outstanding totalled $21,432,8@kaember 31, 1996, which was approximately 23.1%tal loans outstanding. In 1995,
the Bank entered into a contractual arrangemeint thié Federal National Mortgage Association ("FNNIWhereby mortgages can be sold to
FNMA and the Bank retains the servicing rights1896, approximately $1,316,180 of mortgages wele tsoFNMA under this arrangement
compared to $355,000 of mortgages sold in 1995.

The Bank also offers commercial mortgages withaia 75% loan-to-value ratio for up to fifteen yeansa variable and fixed rate basis.
Many of these mortgages either mature or are sutiecrate call after three to five years. ThelBaoutstanding commercial mortgages v
$38,721,554 at December 31, 1996, which was apmately 41.8% of total loans outstanding. This bed¢aimcluded $7,238,467 in fixed rate
and $31,483,087 in variable rate loans.

The Bank also offers other types of loans colldied by real estate such as home equity loans BEmé offers home equity loans at varia
and fixed interest rates with terms of up to fiftgeears and up to a 75% loan-to-value ratio. Atdbalger 31, 1996, the real estate loan
portfolio included $12,830,503 of home equity loansstanding which represented approximately 139%s total loans outstanding. This
balance included $6,937,480 in variable rate an83%024 in fixed rate loans.

In 1993, the Bank began offering adjustable rasedemtial mortgages with terms of up to fifteennge®ates on these mortgages remain fixed
for the first three years and are adjusted anntiladlyeafter. On December 31, 1996, the Bank'sandgtg adjustable rate mortgages were
$4,204,218 or 4.5% of total loans. This balancenditlinclude any construction mortgages.

The Bank also offers real estate-construction l@dng to a 80% loan-to-value ratio at fixed ing¢mates and multiple maturities. At
December 31, 1996, fixed rate real estate-congbrutians outstanding were $783,354 or 0.85% oBttuek's loan portfolio, and adjustable
rate construction loans outstanding were $620,9366Y % of the portfolio.

As of December 31, 1996, approximately $1,140,00D.4% of the Bank's real estate loans were 3@tde§s delinquent, $33,000 or 0.05%
of the bank's real estate loans were more thara®® delinquent and approximately $164,000 or 0.21%al estate loans were nonaccruing.

COMMERCIAL LOANS. The Bank offers commercial loaois a secured and unsecured basis including linegedft and term loans at fix«
and variable interest rates and multiple maturiffdége Bank's commercial loan portfolio totaled 88852 and $7,709,115 at December 31,
1996 and December 31, 1995, respectively. Commidoeins represented approximately 7.6% and 10.1%eBank's total loans at
December 31, 1996 and December 31, 1995, resplyctilee commercial loan portfolio decreased $718,869.3% in 1996.

Commercial lending entails significant additionakras compared with real estate loans. These lyaitally involve larger loan balances to
single borrowers or groups of related borrowerdlaferal, where applicable, may consist of inveptoeceivables, equipment and other
business assets. Nin-two percent of the Bank's commercial loans areabédeirate which are tied to the prime ri
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The Bank's ability to lend larger amounts to ang borrower is subject to regulation by the Compgradf Currency. The Bank continually
monitors its loan portfolio to review compliancethivhew and existing regulations.

As of December 31, 1996, approximately $75,000.b%4dlof the Bank's commercial loans were 30 to 9& geast due, approximately $45,(
or 0.7% of its commercial loans were more than &Xscast due and none of its commercial loans na@maccruing.

INSTALLMENT LOANS. The Bank's installment loan pfwiio (which includes automobile loans, personalris and revolving credit card
balances) totaled $2,646,246 and $2,731,891 atrbleee31, 1996 and December 31, 1995, respectikggbyesenting approximately 2.9% of
the Bank's total loans at December 31, 1996 arfb 8fathe Bank's total loans at December 31, 19@&difional installment loans are offered
at fixed interest rates with various maturitiesta®0 months, on a secured and unsecured bagi99B) the Bank began offering a variable
rate credit card in addition to the fixed rate caréviously offered. On December 31, 1996, thealiraent loan portfolio included $246,621
fixed rate card balances at an interest rate @QP5.and $36,033 in the variable rate option. ABetember 31, 1996, approximately $64,000
or 2.4% of the Bank's installment loans were 3@a@s past due and approximately $18,000 or 0.78#e0Bank’s installment loans were
more than 90 days past due. None of the Bank'alimgnt loans were nonaccruing.

STUDENT LOANS. The Bank's student loan portfoliteled $1,692,334 at December 31, 1996 and $1,99&6Becember 31, 1995.
Student loans represented 1.8% of the total loatfighio in 1996 and 2.5% of the total loan porttoln 1995. These loans are guaranteed by
the federal government and the New York State Hifftication Assistance Corporation. The Bank offéusient loans at variable interest
rates with terms of up to 10 years. In 1995, thekBentered into a contract with the Student Loamkdting Association. Under terms of this
agreement, SLMA services the Bank's loans to stsdeho are still in school and subsequently purebdlsose loans when the student goes
into repayment. The Bank sold $1,242,276 and $39840of its student loans to SLMA in 1996 and 18&pectively. Student loan products
have been expanded to include Federal Plus and H&ais.

OTHER LOANS. Other loans totaled $769,322 at Decamn®i, 1996 and $711,902 at December 31, 1995r@thes consisted primarily of
loans to municipalities, hospitals, churches andtmmfit organizations. These loans are at fixeslarfable interest rates with multiple
maturities. Other loans also include overdrafts.

The following table summarizes the major classtfwas of the Bank's loans (net of deferred origoratosts) at December 31, 1996, and
1995:

December 31,

1 996 1995

(in thousands)

Real Estate $80, 111 $62,511
Commercial 6, 994 7,709
Installment 2, 646 2,732
Student Loans 1, 692 1,920
All Other 769 712
Net deferred loan origination costs 423 443
Total Loans $92, 635 $76,027
Allowance for credit losses 5 A7) (558)

Net loans $92, 088 $75,469
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LOAN MATURITIES. The following table shows the maities of commercial and real estate constructaanb outstanding as of December
31, 1996 and the classification of loans due after year according to sensitivity to changes ieregt rates:

(in thousands)

0-1Yr. 1-5Yrs. Over 5 Yrs. Total
Commercial $1,714 $1,877 $3,403 $6,994
Real estate construction 454 275 675 1,404
$2,168 $2,152 $4,078 $8,398
Loans maturing after one year with:
Fixed rates $738 $404
Variable rates 1,414 3,674
$2,152 $4,078

CREDIT LOSSES.

The following table summarizes the Bank's non-aaicand past due loans as of December 31, 1996 andniber 31, 1995. The Bank had no
restructured loans as of those dates and none @&ahk's other loans were classified as restriotgmbtential problem loans as December 31,
1996 or December 31, 1995. Any loans classifieddgulatory purposes as loss, doubtful, substanatasgecial mention that have not been
disclosed do not (i) represent or result from tseeaduncertainties which management reasonablycéxpéll materially impact future
operating results, liquidity or capital resourcas(ii) represent material credit about which masragnt has serious doubts as to the ability of
such borrowers to comply with the loan repaymemh$e See also "ltem 7. Management's DiscussiorAaaty/sis of Financial Condition and
Results of Operations - Results of Operations viBian for Credit Losses."

1996 1995

(in thousands)

Nonaccrual loans $180 $220
Accruing loans past due 90 days or more 96 156

Total $276 $376

Information with respect to nonaccrual loans atéeler 31, 1996 and December 31, 1995 is as follows:

1996 1995
(in thousands)
Nonaccrual loans $180 $220
Interest income that would have been 19 29
recorded under the original terms
Interest income recorded during the period 0 0

At December 31, 1996, $180,000 of nonaccrual leaasollateralizec



-13 -
The following tables summarize the Bank's allowafacecredit losses and changes in the allowancerixit losses by loan categories:

ANALYSIS OF CHANGES IN THE ALLOWANCE FOR CREDIT LOS SES

1996 1995
BALANCE AT BEGINNING OF YEAR $ 557,961 $ 628,957
CHARGE-OFFS
Commercial, Financial, Agricultural (33,741) (2,733)
Real Estate - Mortgages 0 (2,521)
Installment Loans (42,863) (7,592)
Overdrafts 0 4,502
TOTAL CHARGE-OFFS (76,604) (7,344)
RECOVERIES
Commercial, Financial, Agricultural 538 16,760
Real Estate - Mortgages 0 650
Installment Loans 3,859 4,671
Overdrafts 1,200 1,200
TOTAL RECOVERIES 5,597 23,281
NET (CHARGEOFFS) RECOVERIES (71,007) 15,937
ADDITIONS (REDUCTIONS) CHARGED TO OPERATIONS 60,000 (86,933)
BALANCE AT END OF YEAR $546,954 $557,961

ALLOCATION OF THE ALLOWANCE FOR CREDIT LOSSES

B alance at Balance at Percent of Loan sin

12/31/96 12/31/95 Each Category to
Attr ibutable to:  Attributable to: Total Loans:

1996 199 5

Real Estate Loans $ 259,102 $304,034 86.9% 82. 7%
Commercial Loans 118,461 219,766 7.6 10. 2
Installment Loans (Includes Credit Cards) 45,231 27,917 2.9 3. 6
Student Loans 0 0 1.8 2. 5
All Other Loans 0 0 0.8 1. 0
Unallocated 124,160 6,244 n/a n/ a

Total $ 546,954 $557,961 100.0%  100.0

'
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SOURCES OF FUNDS - DEPOSITS

GENERAL. Customer deposits represent the majorcgoof the Bank's funds for lending and other invesit purposes. In addition to
deposits, other sources of funds include loan neygags, loan sales, interest and dividends fromsimeents, matured investments, and
borrowings from the Federal Reserve Bank, FedeoahélLoan Bank, Manufacturers and Traders Trust Gmyjand First Tennessee Bank.

DEPOSITS. The Bank offers a variety of deposit piatd including checking, passbook, statement sayimgney market, NOW accounts,
certificates of deposit and jumbo certificates epdsit. Deposits of the Bank are insured up tdithiés provided by the Federal Deposit
Insurance Corporation ("FDIC"). At December 31, 89%e Bank's deposits totalled $123,461,379 ctingisf the following:

Demand deposits $20,149,152
NOW and Money Market accounts 6,437,613

Regular savings 42,136,290
Time deposits, $100,000 and over 14,096,821
Other time deposits 40,641,503

1996 1995

Weighted We ighted

Aver age Average Average Av erage
Bala nce Rate Balance Rate

(in tho usands) (in thousands)

Demand Deposits $20 122 --% $18,093 --%
NOW and Money Market Accounts 6 ,402 1.25% 6,751 1 48%
Regular Savings 45 ,280 2.76% 47,408 2 74%
Time Deposits 46 ,568 5.55% 36,639 5 51%
Total $118 372 3.30% $108,891 3 14%

The Bank has a very stable deposit base and naiat@mount of deposits is obtained from a singpasitor or group of depositors
(including federal, state and local governmentse Bank has not experienced any significant seafloctuations in the amount of its
deposits.

EMPLOYEES
As of February 28, 1997, the Bank employed 72 pexsm a full-time basis. There were also 10 paretemployees.
COMPETITION

All phases of the Bank's business are highly coitipet The Bank competes actively with local comaiarbanks as well as other

commercial banks with branches in the Bank's maakes of southern Erie County, northern Chauta@pnty, and northwestern
Cattaraugus County, New York. The Bank considersidjor competition to be Marine Midland Bank, M&uturers and Traders Trust
Company, and Key Bank of Western New York, N.A. haladquartered in Buffalo, New York. The Bank éngrally competitive with all
financial institutions in its service area withpest to interest rates paid on time and savingsglep service charges on deposit accounts, an
interest rates charged on loa
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ASSET AND LIABILITY MANAGEMENT

Like all financial institutions, the Bank must ctenstly monitor its exposure to interest rate riBkoper management of interest sensitive ft

is necessary to help secure the Bank's earningssagxtreme changes in interest rates. In 1993 sset/Liability Management Committee
("ALCO") was established for the purpose of evahgthe Bank's short-range and long-range liquidiigition and the potential impact of a
sudden change in interest rates on the Bank'satapitl earnings. Specific minimum guidelines fquidity and capital ratios have been
established, and maximum guidelines have beerms#id negative impact acceptable on net intenestme and the market value of assets as
a result of a shift in interest rates. These guigslhave been delineated in the Bank's formaltAsability Policy which also includes
guidelines for investment activities and funds ngamaent. The ALCO meets regularly to review the Batiguidity, gap, interest rate risk

and capital positions and to formulate its strategyed on current economic conditions, interestfaecasts, loan demand, deposit volatility
and the Bank's earnings objectives.

The following table summarizes the interest ratesgwity analysis for the Bank as of December B496 for the periods indicated:

Oto3 410 12 One to Five Over Five
Months Months Years Years
(in millions)
Interest-earning assets $27.9 $17.9 $51.4 $32.4
Interest-bearing liabilities 31.2 23.8 68.4 0
Interest sensitivity gap $59.1 $41.7 $119.8 $32.4

The primary assets and liabilities in the one ymaturity range are securities, commercial loanstene deposits. As of December 31, 1996,
the Bank's cumulative one year gap ratio (rateiseasssets divided by rate sensitive liabilities)s .83 as compared to .88 at December 31,
1995 and 1.07 as of December 31, 1994. The Bankibas liabilities than assets repricing over thet ieelve months. However, since
liabilities tend to reprice less quickly than assetanagement believes that earnings will not gpeifstantly impaired should rates rise.

The following schedule sets forth the maturitieshef Bank's time deposits as of December 31, 1996:

Time Deposit Maturity Schedule

(in millions)
0-3 3-6 6-12 Over
Mos. Mos. Mos. 12 Mos. Total
Time deposits - $100,000 and over $8.2 $2.8 $0.7 $2.4 $14.1
Other time deposits 10.3 5.1 6.0 19.3 40.7
Total time deposits $18.5 $7.9 $6.7 $21.7 $54.8

REGULATION

The operations of the bank are subject to federdistate statutes applicable to banks chartereeruhd banking laws of the United States, to
members of the Federal Reserve System and to bdmdse deposits are insured by the Federal Depusitdance Corporation ("the FDIC").
Bank operations are also subject to regulationthe@fComptroller of the Currency, the Federal Res@&ward, the FDIC and the New York
State Banking Departmet
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The primary supervisory authority of the Bank is thomptroller of the Currency, who regularly exaesithe Bank. The Comptroller of the
Currency has the authority under the Financiaitutsins Supervisory Act to prevent a national bénokn engaging in an unsafe or unsound
practice in conducting its business.

Federal and state banking laws and regulationsrgpoaenong other things, the scope of a bank's basijrthe investments a bank may make,
the reserves against deposits a bank must maith@hgans a bank makes and collateral it takespthximum interest rates a bank must pay
on deposits, the activities of a bank with respechergers and consolidations and the establishoféaranches. Branches may be established
within the permitted areas of New York State orflgraapproval by the Comptroller of the Currency.

A subsidiary bank (such as the Bank) of a bankihgldompany is subject to certain restrictions isgmby the Federal Reserve Act on any
extensions of credit to the bank holding companisosubsidiaries, on investments in the stocktbesecurities of the bank holding
company or its subsidiaries and on taking suchksbosecurities as collateral for loans. The Feldeeserve Act and Federal Reserve Board
regulations also place certain limitations and repg requirements on extensions of credit by akktarprincipal shareholders of its parent
holding company, among others, and to relatedestsrof such principal shareholders. In additiochdegislation and regulations would
affect the terms upon which any person becomingreipal shareholder of a holding company may abtaiedit from banks with which the
subsidiary bank maintains a correspondent relatipns

Federal law also prohibits acquisitions of contbh bank holding company (such as the Companyjowitprior notice to certain federal
bank regulators. Control is defined for this pusas the power, directly, or indirectly, to diro® management or policies of the bank or
bank holding company or to vote 25% or more of elags of voting securities of the bank holding camp

In addition to the restrictions imposed upon a blaokling company's ability to acquire control ofiaibnal banks, federal law generally
prohibits a bank holding company from acquiringrect or indirect interest in, or control of 5% more of the outstanding voting shares of
any company, and from engaging directly or indiseirt activities other than that of banking, mamagor controlling banks or furnishing
services to subsidiaries, except that a bank hgldompany may engage in, and may own shares ofaoiegpengaged in certain activities
found by the Federal Reserve Board to be closédye® to banking or managing or controlling banksabe a proper incident thereto.

From time to time, various types of federal andestegislation has been proposed that could résaliditional regulation of, and restrictions
on, the business of the Bank. It cannot be prediisteether any such legislation will be adopted @wIsuch legislation would affect the
business of the Bank. As a consequence of the @xteregulation of commercial banking activitieghe United States, the Bank's busine
particularly susceptible to being affected by fedézgislation and regulations that may increasectsts of doing business.

The Depository Institutions Deregulation and Mongfaontrol Act of 1980 became effective in Marct809The principal effects of this law
are to: phase in the deregulation of the inteigsisrpaid on personal deposits by gradually elitimgaegulatory ceilings on interest rate
differential allowed thrifts and savings instituig) enable all banks to offer personal interestibgahecking type accounts; phase in
mandatory and uniform reserve requirements; andiolecertain usury limits on loan interest ratstablished by state laws. On October 1,
1983, the Depository Institutions' Deregulation Quittee, acting under the provisions of this Actnowed all remaining interest rate ceilings
and other regulations on time deposits, excepédoly withdrawal penalties.

Under the Federal Deposit Insurance Act, the Caooliptrof the Currency possesses the power to pitahititutions regulated by it (such as
the Bank) from engaging in any activity that wobklan unsafe and unsound banking practice or wathketwise be in violation of law.
Moreover, the Financial Institutions and IntereatdRControl Act of 1978 ("FIRA") generally exparttie circumstances under which officers
or directors of a bank may be removed by the ut#tinh's federal supervisory agency, restricts legdiy a bank to its executive officers,
directors, principal shareholders or related irger¢hereof, restricts management personnel ohk fsam serving as directors or in other
management positions with certain depository intihs whose assets exceed a specified amountioh\whve an office within a specified
geographic area, and restricts management persfsameborrowing from another institution that hasarespondent relationship with their
bank.
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Additionally, FIRA requires that no person may acgeontrol of a bank unless the appropriate fddmrpervisory agency has been given 60
days prior written notice and within that time e disapproved of the acquisition or extendedpréod for disapproval.

Under the Community Reinvestment Act of 1977, tleen@troller of the Currency is required to assess#itord of all financial institutions
regulated by it to determine if these instituti@ne meeting the credit needs of the community (ihiclg low and moderate income
neighborhoods) which they serve and to take thisrceinto account in its evaluation of any appl@atmade by any such institutions for,
among other things, approval of a branch of ottegogit facility, office relocation, a merger orarguisition of bank shares.

The Company must give prior notice to the FedeesdRve Board of certain purchases or redemptioits ofitstanding equity securities. The
Federal Reserve Board has adopted capital adeguidsglines for bank holding companies (on a codstdid basis) substantially similar to
those that apply to the Bank. In January 1989Ftdderal Reserve Board adopted new biaked capital adequacy guidelines. Under these
guidelines, bank holding companies with at leas0®hillion in assets are required to maintain &rat qualifying total capital to weighted
risk assets of at least 8% effective December 893 1For bank holding companies with less than $hblon in assets, the above-described
ratio will not apply on a consolidated basis, bilt apply on a bank-only basis unless (i) the patesiding company is engaged in non-bank
activities involving significant leverage, or (the parent holding company has a significant amotinutstanding debt held by the general
public. The Federal Reserve Board has the discratyoauthority to require higher capital ratios.

In connection with the risk-based capital framewaplplicable to bank holding companies described@bihe Federal Reserve Board applies
a risk-based capital framework for Federal Resarember banks, such as the Bank. The frameworknegjbanks to maintain minimum
capital levels based upon a weighing of their &saetording to risk. Effective December 31, 1998dfal Reserve member banks were
required to maintain a ratio of qualifying totapdal to risk-weighted assets of a minimum of 8.0@¥td Tier 1 Capital to Assets ratio of
4.00%. A minimum leverage ratio of 3.00% is reqdifer banks with the highest regulatory examinatiaimgs and not contemplating or
experiencing significant growth or expansion. Ather banks are required to maintain a minimum lagerratio of at least 1-2% above the
stated minimum.

A comparison of the Bank's capital as of Decemlierl896 and December 31, 1995 with these minimuirements is presented below:

Bank
Minimum
1996 1995 Requirements
Total Risk-based Capital 17.7% 19.6% 8%
Tier 1 Risk-based Capital 17.1% 18.9% 4%
Leverage Ratio 11.1% 11.4% 3-5%

As of December 31, 1996, the Bank met all thredétabhquirements.

Management is not aware of any known trends, eyantertainties, or current regulatory recommeioaatihat will have, or that are
reasonably likely, to have a material effect onBla@k's liquidity, capital resources or operations.

MONETARY POLICY. The earnings of the Company and Bank are also affected by the monetary policthefFederal Reserve Board.
important function of the Federal Reserve Systeta iggulate the money supply and prevailing irgerates. Among the instruments used to
implement those objectives are open market opersiioU.S. Government securities and changes @rvesequirements against member
bank deposits. These instruments are used in \aogmbinations to influence overall growth andritisttion of bank loans, investments and
deposits, and their use may also affect interéssreharged on loans by the Bank or paid on itesiep
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ITEM 2. PROPERTIES The Bank operates out of its main office and fivartch offices. The Bank's main office is located4t16 North
Main Street in Angola, New York. The main officedg44 square feet and is owned by the Bank. Aynewhstructed 3,900 square foot re
facility located in the Town of Evans, New York,amed in May, 1996. In addition to housing the L&awision, the main office continues to
serve as an operations center, and a small retlity is maintained at the site.

In addition, the Bank owns and operates a 3,658arsgioot branch office at 6480 Erie Road, DerbywNerk. In 1995, the Bank purchased
property adjacent to this office, providing additéb parking facilities for customers and enablintufe expansion. An existing building on-
property has been leased to a tenant for a fivetgea commencing December 1, 1995. The lease gesvior monthly payments of $5,217
Year One and increasing annually to $5,445 in Feae.

The Bank owns and operates a 1,530 square footibi@dfice at 25 Main Street, Forestville, New Yoakd leases branch offices in North
Boston and Hamburg. The 1,280 square foot brarfateadt 7186 North Boston State Road, Boston, NenkYs occupied pursuant to a land
lease which provides for monthly payments of $1,8#6ugh the year 2000, with an option to be rerefoe an additional five year term. T
3,000 square foot branch office at 5999 South Radnue, Hamburg, New York, is occupied pursuare taventy year lease which provides
for monthly payments of $5,875 for the first fivears through October 31, 2000. Thereafter, momthjyments increase annually from
$6,162.50 in Year Six to $7,967.50 in Year Twenty.

ITEM 3. LEGAL PROCEEDINGS There are no legal proceedings to which the Commayparty.

The nature of the Bank's business generates arcarteunt of litigation involving matters arising the ordinary course of business.
However, in the opinion of management of the Bah&re are no proceedings pending to which the Bmaakparty or to which its property is
subject, which, if determined adversely to the Bamduld be material in relation to the Bank's fio@hcondition, nor are there any
proceedings pending other than ordinary routingditon incident to the business of the Bank. Idition, no material proceedings are
pending or are known to be threatened or conteeglagainst the Bank by governmental authoritiestoers.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
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PART Il

ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKH OLDER MATTERS

(a) MARKET. There has never been an organized putading market for the Company's outstanding Com@tock. The following table
represents the highest and lowest per share pae®sn to management at which the Company's Comnack$ias actually been transferred
in private transactions during the periods indidata each period for which prices are shown, tle@magement has price information for the
transaction(s). The prices for these transactionsad include any retail markup, markdown or consiois.

1996 1995
QUARTER High Low High Low
FIRST $115.00 $110.00 $80. 00 $70.00
SECOND $135.00 $115.00 $83. 00 $80.00
THIRD $136.00 $135.00 $100. 00 $83.00
FOURTH $136.00 $136.00  $110. 00 $100.00

(b) HOLDERS. As of January 31, 1997, 339,790 shaf¢ise Company's Common Stock were outstandingmdumber of holders of
record of the Common Stock at that date was 785.

(c) DIVIDENDS.

CASH DIVIDENDS. In the years ended December 31,6188d 1995, the Company declared cash dividen#$.a2 and $.75, respectively,
per share of Common Stock. The $1.12 per shar@9@ Was the combined total of a $.62 per shareleihd paid on October 1, 1996 and ¢
per share payable on February 1, 1997 to holdemscofd on November 26, 1996. The amount, if ah§utore dividends will be determined
by the Company's Board of Directors and will depapdn the Company's future earnings, financial @é@mrdand requirements, and other
factors considered by the Board of Directors toddevant. Banking regulations limit the amount dfidends that may be paid without prior
approval of the Comptroller of the Currency. SeetRote 11 to the Financial Statements.

STOCK DIVIDENDS. For both years ending DecemberI396 and December 31, 1995 the Company's stoddtedist was 7.14%. This
amounted to one share for every 14 shares in 198@.995.

The following table shows consolidated operating eapital ratios for the Company for the last thyears:

1996 1995 1994
Return on Average Assets 1.20% 1.34% 1.37%
Return on Average Equity 10.75% 11.59% 12.61%
Dividend Payout Ratio 23.58% 15.31% 10.50%

Equity to Assets Ratio 11.37% 11.85% 10.26%



ITEM 6. SELECTED FINANCIAL DATA

SELECTED FINANCIAL INFORMAT

For the year ended December 31 199

RESULTS OF OPERATIONS

Interest Income
Interest Expense

Net Interest Income
Non-Interest Income
Non-Interest Expense
Net Income

BALANCE SHEET DATA

Total Assets

Loans - Net

Allowance for Loan Losses
Securities

Total Deposits
Stockholders' Equity

PER SHARE DATA

Net Income

Cash Dividend

Stock Dividend

Book Value at Year End
Market Value

Shares Outstanding
Weighted Average Shares

$9,799,
3,912,
5,887,
930,
4,555,
1,614,

$140,898,
92,087,
546,
36,054,
123,461,
15,510,

$4
$0
7.
$45
$136
339,
339,

(Retroactively adjusted for stock dividends)

ION

6

815
761
054
986
398
642

057
902
954
324
379
083

.75
.62

14%

.65
.00
790
790

-20 -

1995

$9,226,500
3,418,782
5,807,718
763,054
4,228,922
1,664,783

$125,308,204
75,468,504
557,961
38,954,494
109,020,551
14,485,510

$4.90
$0.75
7.14%
$45.63
$110.00
317,481
339,790

$114,565,971 $112,465,797

71,998,929 67,754,002
628,957 612,921
32,341,350 33,371,944
100,532,031 99,860,851
12,723,940 11,489,412
$4.76 $4.75
$0.50 $0.45

7.14% 7.14%
$42.90 $41.45
$70.00 $65.50
296,613 277,170
339,790 339,790

1994 1993
$8,206,596  $7,989,392
2,747,297 2,680,003
5,459,299 5,309,389

785,551 672,015
3,981,801 3,581,929
1,617,049 1,612,392

1992

$8,282,555
3,366,960
4,915,595
588,206
3,395,906
1,432,489

$108,158,334

59,466,817
478,775
38,013,829
96,859,418
10,018,622

$4.22

$0.40

7.14%
$38.68
$50.00
258,992
339,790
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS

This MD & A of Evans Bancorp, Inc. ("The Companig)intended to compare the performance of the Comfa the years ended Decem
31, 1996, 1995 and 1994. The review of the inforomapresented should be read in conjunction withabnsolidated financial statements
accompanying notes.

MANAGEMENT DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Evans National Bank (the "Bank"), a whollyvned subsidiary of Evans Bancorp, Inc. (the "Comypa is a nationally chartered bank founs
in 1920 which is headquartered in Angola, New Ydre Bank's principal business is to provide falhking services to consumer and
commercial customers in Erie and Chautauqua CaunfigvVestern New York. The Bank serves it markedugh six banking offices located
in Angola, Derby, Evans, Forestville, Hamburg armtN Boston, New York. The Bank's principal souoééunding is through deposits
which it reinvests in the community in the formle&ns and investments. Deposits are insured tafpkcable limit by the Bank Insurance
Fund ("BIF") of the Federal Deposit Insurance Cogpion ("FDIC"). The Bank is regulated by the Ofiof the Comptroller of the Currency.

The following discussion of financial conditionsdaresults of operations of the Company and the Béaakild be read in conjunction with the
consolidated financial statements and accompanytes.

RESULTS OF OPERATIONS

Net income in 1996 of $1,614,642 resulted in eamiper share of $4.75, which compares with netmmecof $1,664,783, or $4.90 per sh:

in 1995 and $1,617,049, or $4.76 per share, in 198d decrease in net income of 3% in 1996 fromblI@¥ects the impact on annual
earnings of the $2.2 million expansion plan implated over the last two years. Non-interest experseased 7.7% in 1996 over 1995,
largely due to increases in salary expense, ocaypaxpense and advertising expense. These costgisan as a result of the opening of the
newly-constructed branch office in Evans, NY in M&996, the operation of a branch office in Hambig, which opened for business in
October, 1995, and the recently completed renowvatfdhe Angola office in Angola, NY, which currgnserves as the Bank's operations
center, in addition to housing the Bank's loan depant and a small retail facility.

Net interest income, the difference between inténe®me and fees on earning assets, such asaoansecurities, and interest expenst
deposits, provides the basis for the Bank's resfilbperations. These results are also affectenbinyinterest income, the provision for credit
losses, non-interest expense, and income taxes.

NET INCOME
($ MILLIONS)

'92 '93 '94 '95 '96

NET INTEREST INCOME

Net interest income, before the provision for arémises, increased 1.4% from 1995 to 1996, cordtaran increase of 6.4% from 1994
1995. Although average earning assets increasétl in.1996, the tax-equivalent yield on those assets8.27%, compared to 8.28% in
1995. The increase in income on earning assetsangely offset by a volume increase in averager@stiebearing liabilities of 8.22% and an
increase in the average cost of funds from 3.77%98b6 to 3.99% in 1996. In 1996, the Bank's netrggt margin was 4.64% compared to
4.99% in 1995.

The increase of 6.4% in net interest income in 188% 1994 was the combined result of a volumeeiase of 3.2% in average earning assets
in 1995 and an increase in the tax-equivalent yoeldhose assets to 8.28% from 7.68% in 1994. inbigase was offset in part by a volume
increase in interest-bearing liabilities of 1.6% a&m increase in the average cost of funds fro@98.h 1994 to 3.77% in 1995. The net
interest margin increased from 4.60% in 1994 t®%%n 1995.

Rates remained fairly stable throughout most of619%e federal funds rate and the discount rate wedtuced a quarter of a percent at the
January 31, 1996 meeting of the Federal ReservedBBaspite indications of strong economic growtie, Federal Reserve Bank failed to
raise rates at later meetings. This was a markettasi to the

NET INTEREST INCOME
($ MILLIONS)

'92'93 794 "95 "9
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volatility experienced over the period from Febyua®94 through February 1995 when the Federal Res@ward raised short-term rates
seven times in its efforts to control inflation.

The Bank constantly monitors its exposure to irgerate risk. The proper management of interestiea funds will help protect the Bank's
earnings against extreme changes in interest at&@995, the Bank established an Asset/ LiabNignagement Committee ("ALCQ") for the
purpose of evaluating the Bank's short-range ang-tange liquidity position and the potential impan capital and earnings as a result of
sudden changes in interest rates. The Bank adaptedset/liability policy which specifies minimumnits for liquidity and capital ratios.
Maximum limits have been set for the negative inip&ceptable on net interest income and the magdae of assets as a result of a shift in
interest rates. The asset/liability policy alsdires guidelines for investment activities and funthnagement. The ALCO meets monthly to
review the Bank's status and formulate its stratsgged on current economic conditions, interestfaecasts, loan demand, deposit
volatility, and the Bank's earning objectives.

PROVISION FOR CREDIT LOSSES

Credit losses represent the amount charged agsinsings to establish a reserve of allowance seiffico absorb expected loan losses based
on management's evaluation of the loan portfolidl996, $60,000 was charged against earnings éditdosses. In 1995, the Bank updated
the methodology it uses to calculate the reservauatrfor credit losses. After considering loan anmtcations, charge-off history, delinquent
loan percentages and general economic conditibaBank reversed $86,933 of its provision for dridises in 1995. In 1994, $16,000 was
charged against earnings for credit losses. Thewolg table summarizes the Bank's actual crediéds, total of non-performing loans and
total allowance for credit losses for 1996, 1998 4894, both in dollars and as a percentage dfltmas outstanding:

NON-PERFORMING LOANS TO TOTAL LOANS

[PERCENTAGE]
'92 '93 '94 '95 '96
2?27?27
1996 1995 1994
Actual Credit
Losses $ 77,000 0.08% $ 11,000 0.014%  $ 13,000 0.020%

Non-Performing
Loans $230,000 0.20%  $312,000 0.470%  $854,000 0.700%

Allowance for
Credit Losses $546,954 0.59%  $557,961 0.730%  $628,957 0.870%

NON-INTEREST INCOME

Total non-interest income increased approximat&BB$00 in 1996 from 1995 compared with a decrefspproximately $22,000 in 1995
from 1994. In 1996, service charge income of $688,j0creased approximately $106,000 over 1995 apprdoximately $167,000 over 1994,
The additional income reflects the impact of inse=ain service charges implemented in SeptemhkEd3F as well as increased account
activity and deposit volume.

Other non-interest income increased nearly $106i90996. This was attributable, in part, to arréase of $45,000 in the cash surrender
value of life insurance policies carried on certagmk officers. Other contributing factors includedoverall increase in loan-related income
as a result of a high level of loan activity in £98nd the receipt of $15,000 in state and fedaratefunds for the 1994 tax year. Non-interest
income had declined approximately $84,000 from 11@9#995. In 1994, the Bank received a life insueapayment of $97,128 that resulted
in an unusually high level of non-interest incorattparticular year.

Gains realized on the sale of assets decreased0ih, 1996 from 1995. In 1996, the Bank experidrecéoss of $61,000 on a residual bond
that was called for redemption in full. This losaswoffset by net gains on planned sales of seesiiiti $38,000, premiums on sales of student
loans to the Student Loan Marketing AssociatiorL 18") of $28,000 and premiums of $6,000 receivedsates of mortgages to the Federal
National Mortgage Association ("FNMA"). The Bankdagne affiliated with SLMA in 1995, and the initedles volume in student loa

resulted in $48,000 in premiums received in 199% Bank did not anticipate that the volume of fatsales would repeat 1995 levels. The
Bank became a member of the Federal National Mgeidessociation in late 1995, realizing only abold®0 in premiums that year.

NON-INTEREST EXPENSE

In 1996, the ratio of non-interest expense to ayerssets was 3.37% compared to 3.40% in 1995.84863n 1994. The non-interest
expense category includ



-23 -

salaries, occupancy expenses, repairs and maimenaavertising and professional services. Alhafse categories have been affected by the
Town of Evans office expansion and the Angola effienovation. Additional staffing requirements hawatributed to increases in salary and
benefit expenses of 8.9% from 1995 to 1996 and%3rbm 1994 to 1995. Another factor was the fundih@ supplemental employee
retirement plan for certain bank officers. Occupaexpenses have grown due to the operation ofdtii@anal branch locations, costs
associated with the tenaotcupied property adjacent to the Derby, NY offied additional depreciation costs resulting from purchases
additional automated teller machines (ATMs) andIgewgraded check processing equipment. An incre86% in advertising expense in
1996 over 1995 was due to the expansion of the Bardde area as well as the continuing promotfdhehome equity product and the
marketing of a 15-month certificate of deposit spkeio the last quarter of 1996.

In 1996, the Bank's FDIC insurance assessment debfgp$2,000 from $120,231 in 1995 and $232,841084. The reductions over the past
two years occurred when the FDIC decreased premasnasresult of the full funding of the Bank Inswra Fund. In 1995, the premium was
reduced from $.23 per $100 of deposits to $.04460 of deposits. In 1996, the rate was reduceero with a minimum charge of $500 per
quarter for well capitalized banks. The Bank waseased at the minimum rate, as it remains well altloe regulatory minimums for the key
measures of capital adequacies as disclosed inldadé the financial statements.

STOCKHOLDERS' EQUITY
($ MILLIONS)

'92 '93 '94 '95 '96

TAXES

The provision for taxes in 1996 of $588,000 refeamh effective tax rate of 27%. This compares 84FI00 and 32% in 1995 and $630,000
and 28% in 1994. In 1996, there was a change indheposition of the deferred tax calculation, résglin an overall decrease in the effec
tax rate. In addition to income on tax-exempt sgiegt other non-taxable income items includedr&fands and income resulting from the
increase in the cash surrender value of life instggolicies. Life insurance proceeds received®®lwere also exempt from taxation,
resulting in a lower effective tax rate in that gea

FINANCIAL CONDITION

The Bank had total assets of $140.9 million at Ddwer 31, 1996, increasing $15.6 million or 12.4%rdvecember 31, 1995. Loan balances
increased $16.6 million or 22% in 1996 over 199%sToan growth was funded by an increase in dépo$il3.3% and by a reduction in the
securities portfolio of 7.5%. Capital increased¥, basically due to the retention of earnings.

LOANS

Loans comprised 66% of the Bank's total averageimgassets in 1996. The increase of 22% in agemil-end balances in 1996 over 1995
compares to an increase of 4.8% in 1995 over 11984 demand was soft throughout 1994 and thetfirse quarters of 1995. The Federal
Reserve Board lowered rates in July and Decemb&9@f, and loan activity increased as a results idrease in loan activity was bolstered
by a 25 basis point decrease in rates on Januay9386. The Bank continues to focus its lendingemmercial and residential mortgages,
small commercial loans and home equity loans. Corialenortgages make up the largest segment gbdhigolio at 42.0%. Residential
mortgages comprise 27.8% of the portfolio and consrakloans total 11.2%. Home equity loans makd 819% of total loans.

The Bank currently retains the servicing right$1o7 million in long-term mortgages sold to the &ed National Mortgage Association
("FNMA™), since becoming a member in 1995. Thissagement allows the Bank to offer long-term mortgagithout exposure to the
associated risks, while retaining customer accoelationships.

The Bank continues its contractual arrangement thighStudent Loan Marketing Association ("SLMA") eveby SLMA services the Bank's
loans to students who are still in school and syisetly purchases those loans when the studentigimeepayment. As a result of this
arrange-

NET LOANS
($ MILLIONS)

'92 '93 "94 "95 "96
??2?27?



-24 -
ment, student loan balances decreased 13.4% infl®@861995 levels and decreased 60% in 1995 froga 16vels.

At December 31, 1996, the Bank had a loan-to-dépatso of 74.6%, and estimated its unloaned ceeodits at $9.5 million. The Bank
monitors the level of its unloaned core depositsrtsure that it is sufficient to fund anticipatedn growth as it expands its market area and
develops new products.

SECURITIES

Securities and federal funds sold made up the mEntaB4% of the Bank's earning assets at Decenthek®6. Since deposit growth was
insufficient to fund the high level of loan demaaxperienced in 1996, securities that matured oeweld were utilized as an additional
funding source, thereby reducing investment balsubge$2.9 million from 1995. In 1995, when depagiwth exceeded loan growth, $6
million in excess funds had been directed intostheurities portfolio. The portfolio remains concated in US government and government
agency securities and tax-exempt municipal bondswéd maturity.

In 1994, the Bank adopted Financial Accounting 8&ad No. 115 which outlines accounting and repgrfirocedures for investment
securities. At that time, all securities in the Barportfolio were designated as either "held taurity" or "available for sale”, as were all
subsequent purchases. Securities which the Banfideas as held to maturity are stated on the balaheet at amortized cost, and those
designated as available for sale are reportedrantaket value. The unrealized gains and lossesvaiiable for sale securities are recorded,
net of taxes, as a separate component of sharelatdgiity. Transferring a security from one catgdo another results in certain accounting
consequences. In 1995, the Financial Accountingdatals Board allowed a one-time reclassificatiopeafurities without penalty. As a result
of this one-time window of opportunity, the Banklassified the majority of its bonds in the heldiaturity category as available for sale.
This reclassification was made after careful cogisition of the Bank's anticipated liquidity needd ¢he present and future impact of such a
transfer on the Bank's earnings and capital.

SECURITIES
($ MILLIONS)

'92 '93 "94 "95 96

DEPOSITS

Total deposits increased $14.4 million in 1996 dl@95. Slight decreases occurred in NOW and regalangs balances, while significant
increases occurred in demand deposit and time atbalances. The actual 1996 year-end balance20oi $nillion in demand deposits
reflect an increase of 13.3% over 1995. Much of growth can be attributed to the Bank's new piasénthe Hamburg, NY market. In
addition to the expansion of the Bank's trade aremicipal deposit activity contributed to growth$y.7 million or 119% in time accounts of
$100,000 or more. Other time deposits increased ®ilion or 16.2% in 1996 over 1995. Most of thisrease occurred in the fourth quarter
when the Bank promoted a special 15 month certéich deposit.

The Bank continues to evaluate ways to improveitsting deposit products to meet customer needwedl as to develop new products
which will keep the Bank competitive in the markate.

TOTAL DEPOSITS
($ MILLIONS)

'92 '93 '94 '95 '96

LIQUIDITY

The Bank seeks to manage its liquidity so that &hle to meet day to day loan demand and depositi&tions, while attempting to maximi
the amount of net interest income on earning as$aslitionally, the Bank has utilized its fedefahds balances and cash flows from the
investment portfolio to fulfill its liquidity requements. In 1996, overnight federal funds soldega averaged $3.8 million. The maturitie:
the Bank's investments are laddered in such a way provide runoff at times that a liquidity naedy arise. At December 31, 1996,
approximately 9.1% of the Bank's securities hadre@tual maturities of one year or less and 42.@thrhaturity dates of five years or less
December 31, 1996, the Bank had net short-ternidliguof $8.1 million compared to $8.6 million atbember 31, 1995. Available assets of
$38.3 million less public and purchased liabilit
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of $18.8 million resulted in a long-term liquiditsitio of 204%, compared to 298% at December 315188hough the Bank believes it has
sufficient resources in its securities portfoliomeet its short-term and long-term liquidity neetig, Bank also has the option to borrow $1
million each from two different correspondent banks

The Bank is a member and shareholder of the FeHi@rae Loan Bank ("FHLB"), which will make cash adeas of various terms at
competitive rates to its members. Advances of Ul million can be drawn on the FHLB, via the Gught Line of Credit Agreement, and
another $5 million could be borrowed based on tiateral provided by the Bank's FHLB capital stdakdings.

Liquidity needs can also be met by aggressivelgying municipal deposits, which are normally awdrde the basis of competitive bidding.
The Bank maintains a sufficient amount of US gowegnt and US government agency securities and Naw State municipal bonds that
can be pledged as collateral for these deposits.

INTEREST RATE RISK

Interest rate risk occurs when interest-earningtasand interest-bearing liabilities mature or i@pat different times or on a different basis.
The Bank's ALCO analyzes the gap position on a higiitasis to determine the Bank's exposure toéstenate risk. The gap position is the
difference between the total of the Bank's ratsitige assets and rate sensitive liabilities matyor repricing during a given time frame. A
"positive" gap results when more assets than lisslreprice and a "negative” gap results whenentiabilities than assets reprice in a given
time period. Because assets historically repristefahan liabilities, a slightly negative gap piosi is considered preferable. At December 31,
1996, the Bank was in a negative gap position, $8t2 million more in rate sensitive liabilitiegrecing over the next year than in rate
sensitive assets. The Bank's asset liability liastdefined in its asset liability policy, is afdience of

+/-15% of the Bank's total assets which amounted421.1 million at December 31, 1996. Thereftine, Bank's negative gap position at
December 31, 1996 was well within its own poliayili. The gap ratio (rate sensitive assets/rateitbamsabilities) at that date was 83%.

MARKET RISK

When rates rise or fall, the market value of thelBmassets and liabilities will increase or desee@ds part of the Bank's asset/liability poli
the Bank has set limitations on the negative impatiie market value of its balance sheet that vbelaccepted. The Bank's securities
portfolio is priced monthly and adjustments are enad the balance sheet to reflect the market \afltize available for sale portfolio per
Financial Accounting Standard No. 115. A limitatioiha negative ten percent of total capital befeh& 115 (after tax) has been set forth in
the asset liability policy as the maximum impacetity that would be acceptable. At year endjriifgact to equity as a result of marking
available for sale securities to market was analized loss of $23,000. On a quarterly basis, trala@ble for sale portfolio is shocked for
immediate increases of 100 and 200 basis pointBesember 31, 1996, the Bank determined that itldvtake an immediate increase in
excess of 200 basis points to eliminate the cuapital cushion. The Asset/Liability Committeecatsviews the Bank's capital ratios on a
quarterly basis. Unrealized gains or losses orlahaifor sale securities are not included in thiedation of these ratios.

CAPITAL EXPENDITURES

In order to keep pace with check and statementgssing volume, and to provide the continual higiell®f customer service, the Bank plans
to purchase statement imaging equipment and updmadéframe computer operating and archiving systeni997. The cost of the
statement imaging equipment is estimated at $20080d the mainframe upgrades will total approxihye$¢50,000. The Bank believes that
it has a sufficiently strong capital base to supfioese capital expenditures with current assedsetained earnings.

IMPACT OF INFLATION AND CHANGING PRICES

There will always be economic events, such as admirgthe economic policies of the Federal ResBoard, that will have an impact on the
profitability of the Company. Inflation may resuttimpaired asset growth, reduced earnings andaundiard capital ratios. The net interest
margin can be adversely impacted by the volatiftinterest rates throughout the year. Since tfesters are unknown, management atter
to structure the balance sheet and the repriceguincy of its interest-sensitive assets and lliegsilto avoid a significant concentration that
could result in a material negative impact on eaysi
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ITEM 8. FINANCIAL STATEMENTS See Part IV, Item 14, "Exhibits, Financial Statetse®chedules and Reports on Form 8-K"
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND

FINANCIAL DISCLOSURES

None.
PART llI

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT The following table sets forth the names, ages and
positions of the Directors and Executive Officefshe Company.

Term

Name Age Position Expires
Nor:r;i_r}ees for Dire_t-:_tors: ---------------
Rlchard-M éralé 59 President, CE O, Director 1997
LaVerne G. Hall 59 Director 1997
Richard C. Stevenson 88 Director 1997

Directors:

Robert W. Allen 70 Secretary, Di rector 1999
William F. Barrett 55 Director 1999
Philip Brothman 58 Director 1998
David C. Koch 61 Director 1999
David M. Taylor 46 Director 1998
Carl F. Ulmer 70 Chairman of B oard, Director 1998

Each Director is elected to hold office for a thyear term and until his successor is elected aiadifgpd.

Mr. Craig joined the Bank in 1987 and has serveHrasident and Director since 1988. In 1989 healss appointed Chief Executive Offic
Previously, he was the Administrative Vice PrestddiM&T Bank.
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Mr. Hall has been a Director since 1981 and is @han of the Board of L. G. Hall Building Contracipinc.
Mr. Stevenson has been a Director since 1958 aRtesident of Metro-Stevenson Realtors and Chaitofiime Board of Evans Land Corp.
Mr. Allen has been a Director since 1960. He wasHkecutive Vice President of the Bank until higreenent in 1988.

Mr. Barrett has been a Director since 1971. Haiisemtly self employed as a property and investmeartager and the former President of
Carl E. Barrett, Ltd., an insurance agency.

Mr. Brothman has been a Director since 1976 a@adoartner in the law firm of Hurst, Brothman & Yclsi
Mr. Koch has been a Director since 1979 and is 1@ts and Chief Executive Officer of New Era Cap,Quc..
Mr. Taylor has been a Director since 1986 and ésident of Concord Nurseries, Inc.

Mr. Ulmer has been a Director since 1967. He wasiBent of the Bank from 1967 to 1988 and also {dEwecutive Officer from 1967 until
his retirement in 1989. He has been Chairman oBtted of Directors since 1975.

The committees of the Board of Directors are apeoliy the members of the Board of Directors aedaarfollows:

Loan Committee:

William F. Barrett, Chairman Robert W. Allen Richard M. Craig
David C. Koch Carl F. Ulmer

The Loan Committee met eleven times during 19%6plirpose is to review and approve loans exceek#ifg,000 or loans that are non-
conventional.

Investment Committee:

Carl F. Ulmer, Chairman Richard M. Craig David Maylor

The Investment Committee met once in 1996. Thedimment Committee meets a minimum of once a yeseview the liquidity of the
investment portfolio and discuss investment stiateg

Planning Committee:

LaVerne G. Hall, Chairman William F. Barre tt Richard M. Craig
David C. Koch Carl F. Ulmer

The Planning Committee met once in 1996. The Plap@iommittee is responsible for reviewing the syt plan of the Bank and actions
taken to obtain those objectivt
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Loan Review Committee:

Phillip Brothman, Chairman Richard M. Craig LaVef@eHall David M. Taylor

The Loan Review Committee met four times during6l98 purpose is to insure the Bank's provisioth mserve for credit losses are
adequate. The Loan Review Committee meets quastéitya retired bank examiner, who independentlydtets the Bank's Loan Review.
As a result of his recommendations, loans are gradsed upon payment history, credit strength afolweer and other factors. This
information is then aggregated to determine theallvadequacy of the credit loss reserve.

Audit Committee:

Phillip Brothman, Chairman Robert W. Allen Richard M. Craig
David C. Koch David M. Taylor

The Audit Committee met four times in 1996. The rbers of the Audit Committee receive from the in&m@uditor a quarterly report which
describes findings for the prior quarter. The fiotiof the Audit Committee is to insure that thenBa activities are being conducted in
accordance with law, banking rules and regulatiotfser regulatory and supervisory authorities, #tm@dBank's internal policies. In addition,
the Audit Committee recommends to the Board of @o#s the services of a reputable certified puldicounting firm. The Committee
receives and reviews the reports of the certifigllip accounting firm and presents them to the BadiDirectors with comments and
recommendations.

Insurance Committee:

William F. Barrett, Chairman Robert W. Allen Riclavl. Craig Carl F. Ulmer
The Insurance Committee met once during 1996. ddnismittee reviews the coverage of insurance paliofehe Bank and monitors costs.

Human Resource Committee:

Richard C. Stevenson, Chairman William F. Barret t Richard M. Craig
LaVerne G. Hall David C. Koch Carl F. Ulmer

The Human Resource Committee met once during 189purpose is to review management's recommendasiat relates to job
classification, salary ranges and annual meriiases. The committee also reviews fringe bendfits.Human Resource Committee also
establishes the compensation of the Executive &fiof the Company. See "Human Resource CommigperiRon Executive
Compensation”.

The Board of Directors of the Company met twelwneets during 1996. Each incumbent director of the gamy, except for Mr. Koch, Mr.
Taylor and Mr. Ulmer, attended at least 75% ofdfgregate of all the meetings of the Board of Daexand the Committees of which they
were members.

COMPENSATION OF DIRECTORS

For the year 1996, members of the Board of Dirasctagre compensated at the rate of $700 per meetitigthe Secretary receiving $750 per
meeting. Total directors' fees during 1996 amoutdebll 33,941 (including committee fees and $36 &ldeferred compensatior
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

Section 16(a) of the Securities Exchange Act o#41@fjuires the Company's executive officers anectlirs, and persons who beneficially
own more than ten percent of the Company's stodkgtinitial reports of ownership and reportsobfanges in ownership with the Securities
and Exchange Commission. Executive officers, dinescand greater than ten percent beneficial owarersequired by SEC regulations to
furnish the Company with copies of all Section }8¢ams they file.

Based solely on a review of the copies of such fofumnished to the Company and written represemtatirom the Company's executive
officers and directors, the Company believes thigihd 1996 all Section 16(a) filing requirementplgable to its executive officers, direct
and greater than ten percent beneficial owners e@rglied with by such persor
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ITEM 11. EXECUTIVE COMPENSATION
EXECUTIVE COMPENSATION

There is shown below information concerning theuahiand longerm compensation for service in all capacitiesheoCompany for the yea
1996, 1995 and 1994 of the Chief Executive Offmed the Senior Vice President. No other executifiees earned in excess of $100,000.

SUMMARY COMPENSATION TABLE

LONG-TERM
ANNUAL COMPENSA TION COMPENSATIO N
AWARDS PAYOUTS
NAME OF AND STOCK LONG-TERM
PRINCIPAL OPTION INCENTIVE ALL OTHER
POSITION YEAR SALARY BONUS OTHER(1) (SHARES) PAYOUTS COMPENSATION
Richard M. Craig 1996 $142,385 $ 13,840 $2,848 -0- -0- -0-
President & CEO 1995 $135,631 $ 12,596  $2,692 -0- -0- -0-
1994 $124,962 $ 13,412 $2,499
James Tilley 1996 $97,095 $ 9,875 $1,942
Senior Vice 1995 $93,146 $ 9,464  $1,836 0 0 -0-
President 1994 $86,557 $ 10,708  $1,732 0 0 -0-
(1) Includes the Bank's contribution to the Em ployee Savings Plan made for the benefit of Mr. Cra ig of
$2,848 in 1996, $2,692 in 1995 and $2,499 in 1994 and for the benefit of Mr. Tilley of $1,942 in 1996,
$1,836 in 1995 and $1,732 in 1994. See "E MPLOYEE SAVINGS PLAN". Does not include personal b enefits
which did not exceed 10% of Mr. Craig's or Mr. Tilley's salary and bonus in any year.

Employment Agreements

Mr. Richard Craig and Mr. James Tilley have eaderd into an Employment Agreement with the Bankcinuns through June 30, 2001
and January 31, 2001 respectively. Each Employmgreaement provides that salary will be set annuajlyhe Board of Directors. If the
Bank terminates the Employment Agreement withouseathe Bank is obligated to continue to pay lsatay for the longer of three months
or the remainder of the term of the Employment Agrent.

Pension Plan

The Bank maintains a defined benefit pension ptarall eligible employees. An employee becomesegkst a pension benefit after five ye
of service. Upon retirement at age 65, vestedqpatints are entitled to receive a monthly benEfiior to a May 1, 1994 amendment to the
plan, the monthly benefit under the pension plas 8 of average monthly compensation multiplieg/&ars of service up to a maximum of
fifteen years of service. In 1994, the pension plas amended to change the benefit to 1% of avenamehly compensation multiplied by
years of service up to a maximum of thirty yearsafvice. However, the benefits already accruedrbgloyees prior to this amendment w
not reduced by the amendment. Mr. Craig and Mteyiare both participants in the pension plan axdfdbecember 31, 1996, Mr. Craig had
nine years of credited service and $11,512 of @eeraonthly compensation; and Mr. Tilley had eigkans of credited service and $7,813 of
average monthly compensatic
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Supplemental Executive Retirement Plans

In 1995, the Bank entered into nonqualified Supgletal Executive Retirement Plans ("SERP's") witthbdr. Craig and Mr. Tilley to
provide retirement benefits to supplement theirdfighunder the Bank's Pension Plan and replacbehefits reduced by the 1994
amendment to the Pension Plan. See "PENSION PLANder the SERP's Mr. Craig and Mr. Tilley are éatitto additional annual pension
payments of $63,882 and $60,319, respectively2@oyears after retirement at age 65, unless thgd@/ment is terminated earlier. The
SERP's also provide death benefits in the evengxkeutive dies prior to age 65 which are payabts €0 years. As of December 31, 1996,
the annual death benefit amounts for Mr. Craig lndTilley were $62,454 and $43,176, respectiv@lye Bank has purchased a life
insurance policy on both Mr. Craig and Mr. Tilleyassist in funding its obligations under the SERP'

Employee Savings Plan

The Bank also maintains a 401(k) salary defermhpb assist employees in saving for retirement.

All employees are eligible to participate on thstfof the month following one year of service,\pded they have completed 1,000 hours of
service. Eligible employees can contribute up tmeximum of 15% of their base pay. An automatic If%ase pay contribution is made by
the Bank and in addition, the Bank makes a matcbamgribution at a rate of 25% of the first 4% adnited by a participant. Participants are
always 100% vested in their own contributions drelBank's matching contribution is also 100% vested

Individual account earnings will depend on the perfance of the investment funds in which the pigrict invests. Specific guidelines
govern adjustments to contribution levels, investitkecisions and withdrawals from the plan. Thedfiers paid as an annuity unless the
employee elects one of the optional forms of payragailable under the plan. See "Summary Compeansdtable” for a summary of the
amounts contributed by the Bank to this Plan ferlienefit of Mr. Craig and Mr. Tilley.

COMPENSATION COMMITTEE INTERLOCKS
AND INSIDER PARTICIPATION

The Human Resources Committee of the Board of Rireserves as the Compensation Committee of thep&oy. The members of the
Human Resource Committee are: Richard C. Stevengilmm F. Barrett, Richard M. Craig, LaVerne Gal David C. Koch and Carl F.
Ulmer. Mr. Craig is the President and CEO of thenpany and the Bank. Mr. Ulmer is the Chairman efBmard of Directors of the
Company and served as a past President and CH@ Bfink. Mr. Hall is Chairman of the Board of L i&all Building Contractors, Inc.
which has performed construction work for the Comyp&ee "Certain Transactions".

There are no Compensation Committee Interlocksiredjtio be disclosed in this Proxy Statem:
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

SECURITY OWNERSHIP OF MANAGEMENT AND CERTAIN BENEFI CIAL
OWNERS

The following table sets forth, as of January 397, the number of outstanding shares of CommockSieneficially owned by (i) each
shareholder known by the Company to beneficialljpamnore than 5% of the Company's Common Stockal(idlirectors and nominees of the
Company individually, and (iii) by all executivefimers and directors as a group:

Nature and Amo unt of Percent of
Name Beneficial Own ership Class
;?-(;gert W Alen) so15 1-7%
William F. Barrett (2) 31,193 9.2%
Phillip Brothman (3) 4,512 1.3%
Richard M. Craig (4) 1,545 0.5%
LaVerne G. Hall (5) 10,376 3.1%
David C. Koch (6) 5,076 1.5%
Richard C. Stevenson (7) 10,951 3.2%
David M. Taylor (8) 1,368 0.4%
Carl F. Ulmer (9) 3,104 0.9%
Directors and Officers as a Group 74,318 21.8%

(11 persons)

DEE@EE)(7)(8)(9)(10)(11)
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS The Bank has had, and in the future, expects te hav
banking and fiduciary transactions with Directonsl &xecutive Officers of the Company and some eifr thffiliates. All such transactions
have been in the ordinary course of business aralibstantially the same terms (including interatds on loans) as those prevailing at the

time for comparable transactions with othi



-33 -

(1) Includes 538 shares owned by Mr. Allen's wife.

(2) Includes 1,494 shares owned by Mr. Barrettfe vi,188 shares owned jointly by Mr. Barrett amiviife and 1,269 shares held for Mr.
Barrett's son, as to which he disclaims benefmiahership.

(3) Includes 292 shares owned by Mr. Brothman's wifd 309 shares held by a pension plan of whictBktthman is a trustee and a
participant.

(4) Includes 1,014 shares owned jointly by Mr. @Grand his wife and 32 shares owned by Mr. Craigigytiter, as to which he disclaims
beneficial ownership.

(5) Includes 4,646 shares owned by Mr. Hall's wife.

(6) Includes 297 shares owned jointly by Mr. Kocld &is wife, and 155 shares owned by Mr. Koch's aerto which he disclaims beneficial
ownership.

(7) Includes 620 shares owned by Mr. Stevensorits @iso includes 2,527 shares held by Mr. Steveascconservator for Evelyn Simonsen
and 212 shares held in a trust for F. Evelyn Béeydss to which he disclaims beneficial ownership.

(8) Includes 60 shares owned by Mr. Taylor andahis.
(9) Includes 1,552 shares owned by Mr. Ulmer's wife

(10) Includes 76 shares owned by Mr. James Tilesgistant Secretary of Evans Bancorp, Inc., anlda2es held by Mr. Tilley in trust for his
grandson.

(11) Includes 200 shares owned by Mr. William GJasgasurer of Evans Bancorp, Inc., held jointlyhar. Glass's wife
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PART IV

ITEM 14. EXHIBITS, LIST AND REPORTS ON FORM 8-K The following financial statements and independeritors' report thereon
are included herein or are incorporated by refezeme included from 1996 Annual Report to Sharedisigpages 39 through 67 in response to
Part ll, Iltem 7.

(a) Documents filed as a part of this Report:
None
(b) Documents Incorporated by Reference:
1. Financial Statements.
Independent Auditors' Report of Deloitte & Touche LLP
Consolidated Balance Sheets

Consolidated Statements of Income

Consolidated Statements of Stockholders' Equity

Consolidated Statements of Cash Flows

Notes to Consolidated Financial Statement

2. All other schedules are omitted because theyeatrapplicable, or not required, or because thaired information is included in the
consolidated financial statements or notes thereto.

3. Exhibits
Exhibit Page
No Name No.
3.1 Certificate of Incorporation (1) n/a
3.2 By-Laws (1) n/a
4.1 Specimen common stock certificate (2) n/a
10.1 Employment Agreement dated July 1, 19 87
between the Bank and Richard M. Craig (1) n/a
10.3 Employment Agreement dated April 1, 1 988
between the Bank and James Tilley (1) n/a
10.4 Specimen 1984 Director Deferred Compe nsation
Agreement (2) n/a
10.5 Specimen 1989 Director Deferred Compe nsation
Agreement (2) n/a
10.6 Summary of Provisions of Director Def erred
Compensation Agreements (2) n/a



-36 -

10.7 Evans National Bank Supplemental Exec utive
Retirement Plan for Richard M. Craig dated
March 29, 1995 (3) n/a
10.8 Evans National Bank Supplemental Exec utive
Retirement Plan for James Tilley date d
March 28, 1995 (3) n/a
131 1996 Annual Report to Shareholders (3 ) 32
21.1 Subsidiaries of the Registrant (3) 69

Footnotes

(1) Filed as Exhibits to the Company's Registrataement on Form S-4 (Registration No. 33-2532t)incorporated herein by reference.
(2) Filed as Exhibits to the original Form 10 (Rsttation No. 0-18539) and incorporated herein igremce.

(3) Filed herewith.

(b) Reports on Form 8-K.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 of #eufties Exchange Act of 1934, EVANS BANCORP, INfas duly caused this Annual
Report to be signed on its behalf by the undersidhereunto duly authorized:

EVANS BANCORP, INC.

By: s/Richard M Craig

Richard M Craig,
Pr esi dent

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant in the capacities and on the datisated:

Signature Title Date
s/Richard M. Craig President March 28, 1997
- e (Chief Executi ve
Richard M. Craig Officer), Princi pal
Accounting Offic er and
Director
s/James Tilley Assistant Secret ary March 28, 1997
James Tilley
s/William R. Glass Treasurer March 28, 1997

s/Robert W. Allen Director March 28, 1997

s/LaVerne G. Hall Director March 28, 1997
s/Richard C. Stevenson Director March 28, 1997
Richard C. Stevenson

s/David M. Taylor Director March 28, 1997
David M. Taylor

s/Carl F. Ulmer Director March 28, 1997
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EXHIBIT 13.1
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PROFILE
EVANS BANCORP, INC.

is a bank holding company headquartered in Anddday York and conducts its business through its Wholned subsidiary, Evans Natio
Bank. The Bank is a FDIC full-service commerciahband as of December 31, 1996 had total ass&$4df,898,057, total deposits of
$123,461,379 and total stockholders' equity of $16,083. The Bank's primary market area is locatélestern New York State and
specifically in southern Erie County, northern Claaigua County and northwestern Cattaraugus County.

The principal business of the Bank is commercialkioay and consists of, among other things, attngatieposits from the general public and
using these funds to extend credit and to inveseaurities. The Bank offers a variety of loan praid to its customers including commercial
loans, commercial and residential mortgage loamd cansumer loans. In addition, the Bank offersodégproducts to include checking and
NOW accounts, passbook and statement savings eatificates of deposit:

1
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PRESIDENT'S MESSAGE
[Graphic "The Key Factor in the Growth of Assetswiae Significant increase in Loans."]

| am pleased to announce that 1996 was a yeacofdgrowth at Evans National Bank. Total asseatseimsed by 12.44%, to $140.9 million
from $125.3 million, the largest one-year increiasthe history of the Bank. | believe that this teqedented growth in the balance sheet sets
the framework for future improvement in other keyrfprmance measures such as net income, returasefiseand return on equity. In orde
sustain our philosophy of controlled growth andidation to customer service, the Bank in 1996 utwaéde several strategic initiatives, which
included significant investments in technology &mthe branch system. These strategic initiatimesong others, will enable Evans National
Bank to continue to provide quality products andliju services to our customers.

In order to achieve our long term objectives ofvgig continued dedication to our customers, theroamity, and our shareholders, it is
necessary to incur and absorb the costs that aoeiated with such a plan. As a result, our curyear performance measures were down
slightly from those of a year ago. Net income fog year was $1.61 million, down slightly from priggar net income of $1.66 million, and
accordingly, net income per share was down as Weth $4.90 in 1995 to $4.75 in 1996. Return onrage assets was 1.20% in 1996
compared to 1.34% in 1995, while return on avergeéty was 10.75% in 1996 compared to 11.59% irb18@®wever, given the various
initiatives undertaken in 1996, as well as thegoasated costs, our performance was above ourgtimjs for 1996 due to a large increase in
the loan portfolio, related interest income an@eti’e cost management strategies.

The key factor in the growth of assets was theifioggmt increase in loans. Loans increased from$wllion to $92.1 million. This increase
of $16.6 million represents growth of 22% over fhi@r year. Total deposits increased to $123.5iomilfrom $109.0 million, an increase of
$14.5 million, or 13%. The majority of the growthdeposits was comprised of higher yielding cexifes of deposit, with a slight increase in
our core deposit base.

As previously mentioned, the Bank concluded varsustegic initiatives during 1996, which had bbtilance sheet and income statement
implications. The Evans Office was opened in May @96, allowing for increased customer service baipias. The newly renovated Angola
Office subsequently became our Operations Centkttansite of the majority of our technological éstments. During 1996, we replaced our
check processing equipment with a modern item msing system which will include check imaging. Eanl 1997, we plan to replace our
mainframe computer and
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upgrade to a Unix-based operating system. In catijumwith this effort, a state-of-the-art optichék archival system will be installed
providing a highly efficient record storage andiestal network.

During the second quarter of 1997, we plan to cetephe final installation phase of our new chedcpssing technology, at which time our
customers will begin receiving laser-printed imagetheir cancelled checks. This improvement withyade our customers with easier record
keeping and check storage capabilities, while aigwhe Bank to reduce paper work, postage costsiraprove our record storage and
research methods. Although this strategy represesignificant investment for the Bank, the praogeicsavings will enable the Bank to recoup
its investment in approximately three years, whilproving our service and communication to custankr addition, the bank is
investigating a new service allowing customersawmeas account information through automated vaspanse or by a personal computer.

Although expansion of operating and retail deliveapacity has increased our fixed cost structuthershort term, we feel that we have
implemented a strategy to enhance customer seamige€ommitment to the community, while simultanépiurscreasing shareholder value.

In February 1996, the Board of Directors declarstbak dividend of 7.14%, and in October 1996, @agixty-two cent per share cash
dividend. A special cash dividend of fifty cents phare was also declared in November 1996, payatieuary 1, 1997. At December 31,
1996, shares of stock were selling at $136 persharich represents an increase of $26 per sha&3.6% over the December 31, 1995 p

of $110 per share. The Board of Directors has recentded a five for one stock split, which will bémitted to the shareholders for approval
at the annual meeting.

Evans National Bank has recently appointed Amerfgimek Transfer and Trust Company as its stoclstearagent and registrar. American
Stock Transfer and Trust Company will assume tepamrsibility for maintaining shareholder recorduigessing, dividend distributions and
similar functions. As the number of shareholdergwdins Bancorp Inc. has increased over the pass yba& work required to maintain our
shareholder records has also increased. We bélia/ehange will provide better service to you, shareholders, at less cost to the Comg.
We will be evaluating a dividend reinvestment pesgrthrough our transfer agent and will report tta¢us to you at our annual meeting.

During 1996, Evans National Bank continued its lstgnding commitment to the community by partidipgin various educational,
charitable, and community service functions. Adxditilly, employees and directors continue to beliraain numerous organizations in an
effort to assist the Bank in identifying the neefisthe community.

During the year, we recognized the following persarior significant years of service: Susan Heuid Elizabeth Mac with 20 years of
service, Ramon Gallardo and Mary Nytz with 10 yedrservice, and Julie Clark and Delana Gage wigkedrs of service. Additionally, the
following promotions were appointed by the Boardafectors: Mary Doeing, Thomas McDonnell, and daffwhite to Vice President, and
Michelle Bress, Mary Jane Gonzalez and Howard MadaiBanking Officer.

In conclusion, | would like to thank our employetse Board of Directors, our shareholders, andocunsts for their support during 1996. We
look forward to the future with its challenges apportunities.

/sl Richard M Craig

Richard M Craig / President and Chief Executive Oficer
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SELECTED FINANCIAL INFORMAT

For the year ended December 31 199

RESULTS OF OPERATIONS

Interest Income
Interest Expense

Net Interest Income
Non-Interest Income
Non-Interest Expense
Net Income

BALANCE SHEET DATA

Total Assets

Loans - Net

Allowance for Loan Losses
Securities

Total Deposits
Stockholders' Equity

PER SHARE DATA

Net Income

Cash Dividend

Stock Dividend

Book Value at Year End
Market Value

Shares Outstanding
Weighted Average Shares

$9,799,
3,912,
5,887,
930,
4,555,
1,614,

$140,898,
92,087,
546,
36,054,
123,461,
15,510,

$4
$0
7.
$45
$136
339,
339,

(Retroactively adjusted for stock dividends)

ION

6

815
761
054
986
398
642

057
902
954
324
379
083

.75
.62

14%

.65
.00
790
790
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1995

$9,226,500
3,418,782
5,807,718
763,054
4,228,922
1,664,783

$125,308,204
75,468,504
557,961
38,954,494
109,020,551
14,485,510

$4.90
$0.75
7.14%
$45.63
$110.00
317,481
339,790

$114,565,971 $112,465,797

71,998,929 67,754,002
628,957 612,921
32,341,350 33,371,944
100,532,031 99,860,851
12,723,940 11,489,412
$4.76 $4.75
$0.50 $0.45

7.14% 7.14%
$42.90 $41.45
$70.00 $65.50
296,613 277,170
339,790 339,790

1994 1993
$8,206,596  $7,989,392
2,747,297 2,680,003
5,459,299 5,309,389

785,551 672,015
3,981,801 3,581,929
1,617,049 1,612,392

1992

$8,282,555
3,366,960
4,915,595
588,206
3,395,906
1,432,489

$108,158,334
59,466,817
478,775
38,013,829
96,859,418
10,018,622

$4.22

$0.40

7.14%
$38.68
$50.00
258,992
339,790
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MANAGEMENT DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Evans National Bank (the "Bank"), a whollyvned subsidiary of Evans Bancorp, Inc. (the "Comyph is a nationally chartered bank founs
in 1920 which is headquartered in Angola, New Ydre Bank's principal business is to provide falhking services to consumer and
commercial customers in Erie and Chautauqua CaunfigvVestern New York. The Bank serves it markedubh six banking offices located
in Angola, Derby, Evans, Forestville, Hamburg armtN Boston, New York. The Bank's principal souoééunding is through deposits
which it reinvests in the community in the formle&ns and investments. Deposits are insured tagpkcable limit by the Bank Insurance
Fund ("BIF") of the Federal Deposit Insurance Cogpion ("FDIC"). The Bank is regulated by the Ofiof the Comptroller of the Currency.

The following discussion of financial conditionsdaresults of operations of the Company and the Béaakild be read in conjunction with the
consolidated financial statements and accompanytes.

RESULTS OF OPERATIONS

Net income in 1996 of $1,614,642 resulted in eawiper share of $4.75, which compares with netrimecof $1,664,783, or $4.90 per sh:

in 1995 and $1,617,049, or $4.76 per share, in 1984 decrease in net income of 3% in 1996 fromblI@¥ects the impact on annual
earnings of the $2.2 million expansion plan implated over the last two years. Non-interest experseased 7.7% in 1996 over 1995,
largely due to increases in salary expense, ocaypaxpense and advertising expense. These costgisan as a result of the opening of the
newly-constructed branch office in Evans, NY in M&996, the operation of a branch office in Hambiy, which opened for business in
October, 1995, and the recently completed renovatfdhe Angola office in Angola, NY, which currgnserves as the Bank's operations
center, in addition to housing the Bank's loan depant and a small retail facility.

Net interest income, the difference between inténe®me and fees on earning assets, such asaoansecurities, and interest expenst
deposits, provides the basis for the Bank's resiiligperations. These results are also affecteubyinterest income, the provision for credit
losses, non-interest expense, and income taxes.

NET INCOME
($ MILLIONS)

'92 '93 '94 '95 '96

NET INTEREST INCOME

Net interest income, before the provision for créaises, increased 1.4% from 1995 to 1996, condparan increase of 6.4% from 1994
1995. Although average earning assets increasét in.1996, the tax-equivalent yield on those assets8.27%, compared to 8.28% in
1995. The increase in income on earning assetsangely offset by a volume increase in averager@stiebearing liabilities of 8.22% and an
increase in the average cost of funds from 3.77%98b to 3.99% in 1996. In 1996, the Bank's netrggt margin was 4.64% compared to
4.99% in 1995.

The increase of 6.4% in net interest income in 188% 1994 was the combined result of a volumeeiase of 3.2% in average earning assets
in 1995 and an increase in the tax-equivalent yoeldhose assets to 8.28% from 7.68% in 1994. inbigase was offset in part by a volume
increase in interest-bearing liabilities of 1.6%l a&m increase in the average cost of funds fro@98.h 1994 to 3.77% in 1995. The net
interest margin increased from 4.60% in 1994 t®%% 1995.

Rates remained fairly stable throughout most o619%e federal funds rate and the discount rate wedtuced a quarter of a percent at the
January 31, 1996 meeting of the Federal ReservedBBa&spite indications of strong economic growtie, Federal Reserve Bank failed to
raise rates at later meetings. This was a markettasi to the

NET INTEREST INCOME
($ MILLIONS)
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volatility experienced over the period from Febyua®94 through February 1995 when the Federal Res@ward raised short-term rates
seven times in its efforts to control inflation.

The Bank constantly monitors its exposure to irgerate risk. The proper management of interestiea funds will help protect the Bank's
earnings against extreme changes in interest at&@995, the Bank established an Asset/ LiabNignagement Committee ("ALCQ") for the
purpose of evaluating the Bank's short-range ang-tange liquidity position and the potential impan capital and earnings as a result of
sudden changes in interest rates. The Bank adaptedset/liability policy which specifies minimumnits for liquidity and capital ratios.
Maximum limits have been set for the negative inip&ceptable on net interest income and the magdae of assets as a result of a shift in
interest rates. The asset/liability policy alsdires guidelines for investment activities and funthnagement. The ALCO meets monthly to
review the Bank's status and formulate its stratsgged on current economic conditions, interestfaecasts, loan demand, deposit
volatility, and the Bank's earning objectives.

PROVISION FOR CREDIT LOSSES

Credit losses represent the amount charged agsinsings to establish a reserve of allowance seiffico absorb expected loan losses based
on management's evaluation of the loan portfolidl996, $60,000 was charged against earnings éditdosses. In 1995, the Bank updated
the methodology it uses to calculate the reservauatrfor credit losses. After considering loan anmtcations, charge-off history, delinquent
loan percentages and general economic conditibaBank reversed $86,933 of its provision for dridises in 1995. In 1994, $16,000 was
charged against earnings for credit losses. Thewolg table summarizes the Bank's actual crediéds, total of non-performing loans and
total allowance for credit losses for 1996, 1998 4894, both in dollars and as a percentage dfltmas outstanding:

NON-PERFORMING LOANS TO TOTAL LOANS

[PERCENTAGE]
'92 '93 '94 '95 '96
2?27?27
1996 1995 1994
Actual Credit
Losses $ 77,000 0.08% $ 11,000 0.014%  $ 13,000 0.020%

Non-Performing
Loans $230,000 0.20%  $312,000 0.470%  $854,000 0.700%

Allowance for
Credit Losses $546,954 0.59%  $557,961 0.730%  $628,957 0.870%

NON-INTEREST INCOME

Total non-interest income increased approximat&BB$00 in 1996 from 1995 compared with a decrefspproximately $22,000 in 1995
from 1994. In 1996, service charge income of $688,j0creased approximately $106,000 over 1995 apprdoximately $167,000 over 1994,
The additional income reflects the impact of inse=ain service charges implemented in SeptemhkEd3F as well as increased account
activity and deposit volume.

Other non-interest income increased nearly $106i90996. This was attributable, in part, to arréase of $45,000 in the cash surrender
value of life insurance policies carried on certagmk officers. Other contributing factors includedoverall increase in loan-related income
as a result of a high level of loan activity in £98nd the receipt of $15,000 in state and fedaratefunds for the 1994 tax year. Non-interest
income had declined approximately $84,000 from 11@9#995. In 1994, the Bank received a life insueapayment of $97,128 that resulted
in an unusually high level of non-interest incorattparticular year.

Gains realized on the sale of assets decreased0ih, 1996 from 1995. In 1996, the Bank experidrecéoss of $61,000 on a residual bond
that was called for redemption in full. This losaswoffset by net gains on planned sales of seesiiiti $38,000, premiums on sales of student
loans to the Student Loan Marketing AssociatiorL 18") of $28,000 and premiums of $6,000 receivedsates of mortgages to the Federal
National Mortgage Association ("FNMA"). The Bankdagne affiliated with SLMA in 1995, and the initedles volume in student loa

resulted in $48,000 in premiums received in 199% Bank did not anticipate that the volume of fatsales would repeat 1995 levels. The
Bank became a member of the Federal National Mgeidessociation in late 1995, realizing only abold®0 in premiums that year.

NON-INTEREST EXPENSE

In 1996, the ratio of non-interest expense to ayerssets was 3.37% compared to 3.40% in 1995.84863n 1994. The non-interest
expense category includes
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salaries, occupancy expenses, repairs and maimenaavertising and professional services. Alhafse categories have been affected by the
Town of Evans office expansion and the Angola effienovation. Additional staffing requirements hawatributed to increases in salary and
benefit expenses of 8.9% from 1995 to 1996 and%3rbm 1994 to 1995. Another factor was the fundih@ supplemental employee
retirement plan for certain bank officers. Occupaexpenses have grown due to the operation ofdtii@anal branch locations, costs
associated with the tenaotcupied property adjacent to the Derby, NY offied additional depreciation costs resulting from purchases
additional automated teller machines (ATMs) andIgewgraded check processing equipment. An incre86% in advertising expense in
1996 over 1995 was due to the expansion of the Bardde area as well as the continuing promotfdhehome equity product and the
marketing of a 15-month certificate of deposit spkeio the last quarter of 1996.

In 1996, the Bank's FDIC insurance assessment debfgp$2,000 from $120,231 in 1995 and $232,841084. The reductions over the past
two years occurred when the FDIC decreased premasnasresult of the full funding of the Bank Inswra Fund. In 1995, the premium was
reduced from $.23 per $100 of deposits to $.04460 of deposits. In 1996, the rate was reduceero with a minimum charge of $500 per
quarter for well capitalized banks. The Bank waseased at the minimum rate, as it remains well altloe regulatory minimums for the key
measures of capital adequacies as disclosed inldadé the financial statements.

STOCKHOLDERS' EQUITY
($ MILLIONS)

'92 '93 '94 '95 '96

TAXES

The provision for taxes in 1996 of $588,000 refeamh effective tax rate of 27%. This compares 84FI00 and 32% in 1995 and $630,000
and 28% in 1994. In 1996, there was a change indheposition of the deferred tax calculation, résglin an overall decrease in the effec
tax rate. In addition to income on tax-exempt sgiegt other non-taxable income items includedr&fands and income resulting from the
increase in the cash surrender value of life instggolicies. Life insurance proceeds received®®lwere also exempt from taxation,
resulting in a lower effective tax rate in that gea

FINANCIAL CONDITION

The Bank had total assets of $140.9 million at Ddwer 31, 1996, increasing $15.6 million or 12.4%rdvecember 31, 1995. Loan balances
increased $16.6 million or 22% in 1996 over 199%sToan growth was funded by an increase in dépo$il3.3% and by a reduction in the
securities portfolio of 7.5%. Capital increased¥, basically due to the retention of earnings.

LOANS

Loans comprised 66% of the Bank's total averageimgassets in 1996. The increase of 22% in agemil-end balances in 1996 over 1995
compares to an increase of 4.8% in 1995 over 11984 demand was soft throughout 1994 and thetfirse quarters of 1995. The Federal
Reserve Board lowered rates in July and Decemb&9@f, and loan activity increased as a results idrease in loan activity was bolstered
by a 25 basis point decrease in rates on Januay9386. The Bank continues to focus its lendingemmercial and residential mortgages,
small commercial loans and home equity loans. Corialenortgages make up the largest segment gbdhigolio at 42.0%. Residential
mortgages comprise 27.8% of the portfolio and consrakloans total 11.2%. Home equity loans makd 819% of total loans.

The Bank currently retains the servicing right$1o7 million in long-term mortgages sold to the &ed National Mortgage Association
("FNMA™), since becoming a member in 1995. Thissagement allows the Bank to offer long-term mortgagithout exposure to the
associated risks, while retaining customer accoelationships.

The Bank continues its contractual arrangement thighStudent Loan Marketing Association ("SLMA") eveby SLMA services the Bank's
loans to students who are still in school and syisetly purchases those loans when the studentigimeepayment. As a result of this
arrange-

NET LOANS
($ MILLIONS)

'92 '93 "94 "95 "96
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ment, student loan balances decreased 13.4% infl®@861995 levels and decreased 60% in 1995 froga 16vels.

At December 31, 1996, the Bank had a loan-to-dépatso of 74.6%, and estimated its unloaned ceeodits at $9.5 million. The Bank
monitors the level of its unloaned core depositsrtsure that it is sufficient to fund anticipatedn growth as it expands its market area and
develops new products.

SECURITIES

Securities and federal funds sold made up the mEntaB4% of the Bank's earning assets at Decenthek®6. Since deposit growth was
insufficient to fund the high level of loan demaaxperienced in 1996, securities that matured oeweld were utilized as an additional
funding source, thereby reducing investment balsubge$2.9 million from 1995. In 1995, when depagiwth exceeded loan growth, $6
million in excess funds had been directed intostheurities portfolio. The portfolio remains concated in US government and government
agency securities and tax-exempt municipal bondswéd maturity.

In 1994, the Bank adopted Financial Accounting 8&ad No. 115 which outlines accounting and repgrfirocedures for investment
securities. At that time, all securities in the Barportfolio were designated as either "held taurity" or "available for sale”, as were all
subsequent purchases. Securities which the Banfideas as held to maturity are stated on the balaheet at amortized cost, and those
designated as available for sale are reportedrantaket value. The unrealized gains and lossesvaiiable for sale securities are recorded,
net of taxes, as a separate component of sharelatdgiity. Transferring a security from one catgdo another results in certain accounting
consequences. In 1995, the Financial Accountingdatals Board allowed a one-time reclassificatiopeafurities without penalty. As a result
of this one-time window of opportunity, the Banklassified the majority of its bonds in the heldiaturity category as available for sale.
This reclassification was made after careful cogisition of the Bank's anticipated liquidity needd ¢he present and future impact of such a
transfer on the Bank's earnings and capital.

SECURITIES
($ MILLIONS)

'92 '93 "94 "95 96

DEPOSITS

Total deposits increased $14.4 million in 1996 dl@95. Slight decreases occurred in NOW and regalangs balances, while significant
increases occurred in demand deposit and time atbalances. The actual 1996 year-end balance20oi $nillion in demand deposits
reflect an increase of 13.3% over 1995. Much of growth can be attributed to the Bank's new piasénthe Hamburg, NY market. In
addition to the expansion of the Bank's trade aremicipal deposit activity contributed to growth$y.7 million or 119% in time accounts of
$100,000 or more. Other time deposits increased ®ilion or 16.2% in 1996 over 1995. Most of thisrease occurred in the fourth quarter
when the Bank promoted a special 15 month certéich deposit.

The Bank continues to evaluate ways to improveitsting deposit products to meet customer needwedl as to develop new products
which will keep the Bank competitive in the markate.

TOTAL DEPOSITS
($ MILLIONS)

'92 '93 '94 '95 '96

LIQUIDITY

The Bank seeks to manage its liquidity so that &hle to meet day to day loan demand and depositi&tions, while attempting to maximi
the amount of net interest income on earning as$aslitionally, the Bank has utilized its fedefahds balances and cash flows from the
investment portfolio to fulfill its liquidity requements. In 1996, overnight federal funds soldega averaged $3.8 million. The maturitie:
the Bank's investments are laddered in such a way provide runoff at times that a liquidity naedy arise. At December 31, 1996,
approximately 9.1% of the Bank's securities hadre@tual maturities of one year or less and 42.@thrhaturity dates of five years or less
December 31, 1996, the Bank had net short-ternidliguof $8.1 million compared to $8.6 million atbember 31, 1995. Available assets of
$38.3 million less public and purchased liabilities
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of $18.8 million resulted in a long-term liquiditsitio of 204%, compared to 298% at December 315188hough the Bank believes it has
sufficient resources in its securities portfoliomeet its short-term and long-term liquidity neetig, Bank also has the option to borrow $1
million each from two different correspondent banks

The Bank is a member and shareholder of the FeHi@rae Loan Bank ("FHLB"), which will make cash adeas of various terms at
competitive rates to its members. Advances of Ul million can be drawn on the FHLB, via the Gught Line of Credit Agreement, and
another $5 million could be borrowed based on tiateral provided by the Bank's FHLB capital stdakdings.

Liquidity needs can also be met by aggressivelgying municipal deposits, which are normally awdrde the basis of competitive bidding.
The Bank maintains a sufficient amount of US gowegnt and US government agency securities and Naw State municipal bonds that
can be pledged as collateral for these deposits.

INTEREST RATE RISK

Interest rate risk occurs when interest-earningtasand interest-bearing liabilities mature or i@pat different times or on a different basis.
The Bank's ALCO analyzes the gap position on a higiitasis to determine the Bank's exposure toéstenate risk. The gap position is the
difference between the total of the Bank's ratsitige assets and rate sensitive liabilities matyor repricing during a given time frame. A
"positive" gap results when more assets than lisslreprice and a "negative” gap results whenentiabilities than assets reprice in a given
time period. Because assets historically repristefahan liabilities, a slightly negative gap piosi is considered preferable. At December 31,
1996, the Bank was in a negative gap position, $8t2 million more in rate sensitive liabilitiegrecing over the next year than in rate
sensitive assets. The Bank's asset liability liastdefined in its asset liability policy, is afdience of

+/-15% of the Bank's total assets which amounted421.1 million at December 31, 1996. Thereftine, Bank's negative gap position at
December 31, 1996 was well within its own poliayili. The gap ratio (rate sensitive assets/rateitbamsabilities) at that date was 83%.

MARKET RISK

When rates rise or fall, the market value of thelBmassets and liabilities will increase or desee@ds part of the Bank's asset/liability poli
the Bank has set limitations on the negative impatiie market value of its balance sheet that vbelaccepted. The Bank's securities
portfolio is priced monthly and adjustments are enad the balance sheet to reflect the market \afltize available for sale portfolio per
Financial Accounting Standard No. 115. A limitatioiha negative ten percent of total capital befeh& 115 (after tax) has been set forth in
the asset liability policy as the maximum impacetity that would be acceptable. At year endjriifgact to equity as a result of marking
available for sale securities to market was analized loss of $23,000. On a quarterly basis, trala@ble for sale portfolio is shocked for
immediate increases of 100 and 200 basis pointBesember 31, 1996, the Bank determined that itldvtake an immediate increase in
excess of 200 basis points to eliminate the cuapital cushion. The Asset/Liability Committeecatsviews the Bank's capital ratios on a
quarterly basis. Unrealized gains or losses orlahaifor sale securities are not included in thiedation of these ratios.

CAPITAL EXPENDITURES

In order to keep pace with check and statementgssing volume, and to provide the continual higiell®f customer service, the Bank plans
to purchase statement imaging equipment and updmadéframe computer operating and archiving systeni997. The cost of the
statement imaging equipment is estimated at $20080d the mainframe upgrades will total approxihye$¢50,000. The Bank believes that
it has a sufficiently strong capital base to supfioese capital expenditures with current assedsetained earnings.

IMPACT OF INFLATION AND CHANGING PRICES

There will always be economic events, such as admirgthe economic policies of the Federal ResBoard, that will have an impact on the
profitability of the Company. Inflation may resuttimpaired asset growth, reduced earnings andaundiard capital ratios. The net interest
margin can be adversely impacted by the volatiftinterest rates throughout the year. Since tfesters are unknown, management atter
to structure the balance sheet and the repriceguincy of its interest-sensitive assets and lliegsilto avoid a significant concentration that
could result in a material negative impact on eaysi
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
EVANS BANCORP, INC.

We have audited the accompanying consolidated balsineets of Evans Bancorp, Inc. and subsidiao§ Becember 31, 1996 and 1995, and
the related consolidated statements of incomekbtidders' equity, and cash flows for each of thegtyears in the period ended December
31, 1996. These financial statements are the redigibty of the Company's management. Our respalitsilis to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by manageemiell as evaluating the overall financial statehpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such financial statements presainlyf in all material respects, the financial gimsi of the Company as of December 31, 1996
and 1995 and the results of its operations anchigh flows for each of the three years in the pegioded December 31, 1996, in conformity
with generally accepted accounting principles.

DELOITTE & TOUCHE LLP

Buffalo, New York
January 24, 1997
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EVANS BANCORP, INC. AND SUBSI
CONSOLIDATED BALANCE SHEE
December 31, 1996 and 1995
ASSETS

Cash and due from banks
Interest bearing deposits with banks
Federal funds sold

Cash and cash equivalents
Securities:
Available for sale, at fair value
Held to maturity, at amortized cost
Loans, net of allowance for loan losses of $546,954
Properties and equipment, net
Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES:

Deposits:
Demand
NOW and money market
Regular savings
Time ($100,000 and over)
Other time

Total Deposits
Other liabilities

Total Liabilities
CONTINGENT LIABILITIES AND COMMITMENTS

STOCKHOLDERS' EQUITY:

Common stock, $2.50 par value, 1,000,000 shares aut

339,790 and 317,481 shares issued and outstanding
Capital surplus
Retained earnings
Unrealized (loss) gain on available for sale securi

of deferred taxes of $11,000 and $109,000, respec

Total

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to consolidated financial statements.
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DIARY

TS

1996

$ 5,662,231
0

1,450,000

7,112,231

30,201,120
5,853,204

and $557,961, respectively 92,087,902

3,748,663
1,894,937

$ 20,149,152
6,437,613
42,136,290
14,096,821
40,641,503
123,461,379
1,926,595

125,387,974

horized;

, respectively 849,475
10,990,720
3,692,659

ties, net

tively (22,771)

11

1995

$ 5,693,255

6,443,255

32,813,099
6,141,395
75,468,504
2,614,399
1,827,552

$ 17,790,113
6,777,826
43,033,338
6,432,749
34,986,525
109,020,551
1,802,143

110,822,694




EVANS BANCORP, INC. AND SUBSI
CONSOLIDATED STATEMENTS OF |
Years Ended December 31, 1996, 1995 and 1994
INTEREST INCOME
Loans
Federal funds sold
Securities:
Taxable
Non-taxable

Deposits with banks

TOTAL INTEREST INCOME
INTEREST EXPENSE ON DEPOSITS AND BORROWINGS

NET INTEREST INCOME
PROVISION FOR LOAN LOSSES

NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES

NON-INTEREST INCOME

Service charges

Gains on sales of assets

Other

TOTAL NON-INTEREST INCOME
NON-INTEREST EXPENSE
Salaries and employee benefits
Occupancy

Supplies

Repairs and maintenance
Advertising and public relations
Professional services

FDIC assessments

Other

TOTAL NON-INTEREST EXPENSE
Income before provision for income taxes
PROVISION FOR INCOME TAXES
NET INCOME

Net income per common share

Weighted average number of common shares

See notes to consolidated financial statements.
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DIARY
NCOME
1996 1995
$7,381,871  $6,760,511
201,831 276,698
1,427,890 1,381,740
765,123 761,741
23,100 45,810
9,799,815 9,226,500
3,012,761 3,418,782
5,887,054 5,807,718
60,000 (86,933)
5,827,054 5,894,651
667,839 561,525
11,103 55,477
252,044 146,052
930,986 763,054
2,602,752 2,389,838
637,007 504,648
118,740 109,226
147,383 132,620
131,753 97,116
212,601 224,269
2,000 120,231
703,162 650,974
4,555,398 4,228,922
2,202,642 2,428,783
588,000 764,000
$1,614,642  $1,664,783
$ 475 $ 490
339,790 339,790

12

1994

$6,061,650
132,087

1,189,244
743,985
79,630
8,206,596
2,747,297
5,459,299
16,000

2,105,828
474,724
96,351
107,030
74,712
204,431
232,840
685,885

2,247,049

630,000



-52 -

EVANS BANCORP, INC. AND SUBSI DIARY
CONSOLIDATED STATEMENTS OF STOCKHOL DERS' EQUITY
Years Ended December 31, UNREALIZED
1996, 1995 and 1994 COMMON STOCK (LOSS) GAIN
B e S ON AVAILABLE
NO. OF CAPITAL RETAINED FOR SALE
SHARES AMOU NT SURPLUS EARNINGS SECURITIES, NET TOTAL
Balance, January 1, 1994 277,170 $692, 925 $5,959,003 $4,837,484 $ 0 $11,489,412
1994 Net Income 1,617,049 1,617,049
Stock dividends, with
fractional shares
redeemed for cash 19,443 48, 608 1,224,909 (1,296,760) (23,243)
Cash dividends ($.50
per common share) (148,306) (148,306)

Unrealized gain on
available for sale
securities upon
adoption of SFAS
No. 115, net of
deferred taxes of
$332,000 440,694 440,694

Change in unrealized
(loss) gain on
available for sale
securities, net of
deferred taxes of

$489,000 (651,666) (651,666)
Balance,

December 31, 1994 296,613 741, 533 7,183,912 5,009,467 (210,972) 12,723,940
1995 Net Income 1,664,783 1,664,783

Stock dividends, with
fractional shares

redeemed for cash 20,868 52, 170 1,408,590 (1,483,065) (22,305)
Cash dividends ($.75
per common share) (238,110) (238,110)

Change in unrealized
(loss) gain on
available for sale
securities, net of
deferred taxes of

$266,000 357,202 357,202
Balance,

December 31, 1995 317,481 793, 703 8,592,502 4,953,075 146,230 14,485,510
1996 Net Income 1,614,642 1,614,642

Stock dividends, with
fractional shares

redeemed for cash 22,309 55, 772 2,398,218 (2,494,493) (40,503)
Cash dividends ($1.12
per common share) (380,565) (380,565)

Change in unrealized
(loss) gain on
available for sale
securities, net of
deferred taxes of

$120,000 (169,001) (169,001)
Balance,
December 31, 1996 339,790 $849, 475 $10,990,720 $3,692,659 $(22,771) $15,510,083

See notes to consolidated financial statements.
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EVANS BANCORP, INC. AND SUBSI

CONSOLIDATED STATEMENTS OF CAS
Years Ended December 31, 1996, 1995 and 1994
OPERATING ACTIVITIES

Interest received

Fees received

Interest paid

Cash paid to employees and suppliers
Income taxes paid

Net cash provided by operating activities

INVESTING ACTIVITIES

Available for sale securities:
Purchases
Proceeds from sales
Proceeds from maturities
Held to maturity securities:
Purchases
Proceeds from maturities
Additions to properties and equipment
Increase in loans, net of repayments
Proceeds from sales of loans

Net cash used in investing activities
FINANCING ACTIVITIES
Increase in deposits
Dividends paid
Net cash provided by financing activities
Net increase (decrease) in cash and cash equivalent
CASH AND CASH EQUIVALENTS,

BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR

(Continued)

-B3 -

DIARY
H FLOWS
1996 1995
$10,047,637  $9,172,841
1,025,437 856,306
(3,847,407)  (3,261,153)
(4,443,431)  (4,207,102)
(743,444)  (790,017)
2,038,792 1,771,375
(16,562,178) (15,256,737)
14,414,736 4,019,578
4,597,881 3,090,254
(1,177,002)  (4,650,173)
1,314,873 7,154,605
(1,482,935) (1,344,741)
(19,258,136)  (7,671,007)
2,593,290 4,179,236
(15,559,471) (10,478,985)
14,440,828 8,488,520
(251,173)  (260,415)
14,189,655 8,228,105
s 668,976  (479,505)
6,443,255 6,922,760
$7,112231  $6,443,255

14

1994

$8,308,463
803,611
(2,718,104)
(3,668,794)
(549,602)

2,175,574

(2,157,309)
7,271,211
1,659,330

(7,837,501)
1,794,335
(380,790)
(4,326,106)
0

(3,976,830)

671,179
(171,551)

(1,301,628)

8,224,388



EVANS BANCORP, INC. AND SUBSI
CONSOLIDATED STATEMENTS OF CAS
Years Ended December 31, 1996, 1995 and 1994

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization
Provision for credit losses
Gains on sales of assets

Changes in assets and liabilities affecting cash
Other assets

Other liabilities
NET CASH PROVIDED BY OPERATING ACTIVITIES

(Concluded)

See notes to consolidated financial statements.
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DIARY
H FLOWS
1996 1995
$1,614,642  $1,664,783
344,086 221,359
60,000 (86,933)
(11,103) (55,477)
flow:
96,609 (177,558)
(65,442) 205,201
$2,038,792  $1,771,375

15

1994

$1,617,049

283,153

498,080
$2,175,574
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EVANS BANCORP, INC. AND SUBSIDIARY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years Ended December 31, 1996, 1995 and 1994

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES

Organization and General - Evans Bancorp, Inc. @w@npany"), was organized in October 1988, unkderBusiness Corporation Law of the
State of New York, as a bank holding company. huday 1989, the shareholders of the Evans NatiBaak (the "Bank") approved an
Agreement and Plan of Reorganization (the "Reoegdinn") whereby the Bank effectively became a Wholned subsidiary of the
Company. The Bank is in the commercial banking mess, attracting deposits from and making loartkeé@eneral public in its immediate
geographical area. The Bank's main office is lat&eAngola, New York and it has branches in Debyans, Forestville, Hamburg and
North Boston

Principles of Consolidation - The consolidated ficial statements include the accounts of the Compad the Bank. All material
intercompany accounts and transactions are eligdnatconsolidation.

Accounting Estimates - The preparation of finanstatements in conformity with generally acceptecbanting principles requires
management to make estimates and assumptiondfiztttae reported amounts of assets and lialsliied disclosure of contingent assets
liabilities at the date of the financial statememtsl the reported amounts of revenues and expdunsaeg the reporting period. Actual results
could differ from those estimates.

Securities - In January 1994, the Bank adopted @t of Financial Accounting Standard ("SFAS") ld5, "Accounting for Certain
Investments in Debt and Equity Securities". SFAS Nib addresses the accounting and reporting $&siments in equity securities that h
readily determinable fair values and for all inveshts in debt securities. Financial statementgifior years have not been restated. The
unrealized gain on available for sale securities,af deferred income taxes, upon adoption of SN&AS115 was $440,694. Securities for
which the Bank has the positive intent and abitlityrold to maturity are stated at cost, adjustedifecounts and premiums that are recogn
in interest income over the period to the earlferall date or maturity using a method that appraties level yield. Securities held to matu
have been designated as unavailable to be soldrasfthe Bank's asset-liability management ati¢isi

Securities classified as available for sale anedtat fair value, with unrealized gains and losseduded from earnings and reported, net of
deferred income taxes, in stockholders' equityn&aind losses on sales of securities are compategd the specific identification method.

Securities which have experienced an other thapaeany decline in fair value are written down toeaw cost basis with the amount of the
writedown included in earnings as a realized ld&& new cost basis is not changed for subsequent&ges in fair value. Factors which
management considers in determining whether aniimpat in value of an investment is other than terapy include the issuer's financial
performance and near term prospects, the finanoraitions and prospects of the issuer's geographion and industry, and recoveries in
market value subsequent to the balance sheet date.

The Bank does not engage in securities tradingities.

Allowance for Loan Losses - The allowance for lé@sses is established through a provision for loases. Recoveries on loans previously
charged off are credited directly to the allowafardoan losses. The allowance is an amount thaiagement believes adequate to absorb
losses on existing loans that may become uncdilectManagement's periodic evaluation of the adeyjoathe allowance is based on the
Bank's past loan-loss experience, known and ineisks in the portfolio, adverse situations thatynaffect the borrowers' ability to repay,
estimated value of any underlying collateral, andent economic conditions.
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In addition, various regulatory agencies, as phatth@r examination process, periodically review Bank's allowance for loan losses. Such
agencies may require the Bank to recognize additionhe allowance based on their judgments ofim&tion available to them at the time of
their examination.

Effective January 1, 1995, the Bank adopted SFASING, "Accounting By Creditors for Impairment oLaan”, as amended by SFAS No.
118, "Accounting by Creditors for Impairment of adn - Income Recognition and Disclosure”. Undemptitisions of SFAS No. 114, a loan
is defined as impaired when, based on currentiimfion and events, it is probable that the Bankhélunable to collect all amounts due
according to the contractual terms of the loan @gent. SFAS No. 114 does not apply to large grofip®@mogenous loans which are
collectively evaluated for impairment. For the Batiiese loans consist of residential real estategages, installment loans and student
loans. As required, the Bank has applied SFAS Nd.ahd SFAS No. 118 prospectively. No previoustyésl financial statements have been
restated.

Properties and Equipment - Properties and equiparerstated at cost less accumulated depreci&preciation is provided using the
straight-line method over the estimated usefullieéthe assets which range from 3 to 31 years.

Effective January 1, 1996, the Bank adopted SFAS1®1, "Accounting for the Impairment of Long-Livédsets and for Long-Lived Assets
to Be Disposed Of". Under the provisions of SFAS &1, long-lived assets to be held and used bBémk must be reviewed for
impairment whenever events or changes in circurastaimdicate that the carrying amount of an assgtmot be recoverable and long-lived
assets to be disposed of must be reported atgkerlef their carrying amount or fair value lesstdo sell. As required, the Bank has applied
SFAS No. 121 prospectively. No previously issuaaficial statements have been restated.

Interest Income on Loans - Interest on loans isusttand credited to income based on the prineipalunt outstanding. The accrual of
interest on loans is discontinued when, in the iopimf management, there is an indication thabitlreower may be unable to meet payments
as they become due. Upon such discontinuancenpdlid accrued interest is reversed and any casfvegtis credited to the outstanding
principal balance. Such loans are returned to atstatus when they are made current and, in threéaspof management, the borrower has
the ability to continue making timely payments. haaigination and commitment fees and certain dil@an origination costs are deferred
and recognized over the lives of the related assets adjustment of the loans' yields using thel ield method.

Income Taxes DPeferred tax assets and liabilities are recordedeimporary differences between the financiakst@nt and tax bases of as
and liabilities using the tax rate expected torbeffect when the taxes are actually paid or recale

Net Income per Common She- Net income per common share is based on the wezigtverage number of shares outstanding during eac
yeatr, retroactively adjusted for stock divider

Employee Benefits and Deferred Compensation P@awosts are charged to salaries and employee beagfiense. Pension costs are funded
on a current basis in compliance with the Empldgeirement Income Security Act and are accountethfoompliance with SFAS No. 87,
"Employers' Accounting for Pensions".

Off Balance Sheet Financial Instruments - In thdir@ary course of business the Bank has enteredfhtmlance sheet financial instruments
consisting of commitments to extend credit andditgrietters of credit. Such financial instruments @ecorded in the financial statements
when the transaction is executed.

Cash and Cash Equivalents - For purposes of regoctish flows, cash and cash equivalents inclusle @ad due from banks, interest bearing
deposits in other banks and federal funds solde@dly, federal funds sold are purchased for oneggaiods.

Cash and due from banks includes reserve balahatthe Bank is required to maintain with Federas&ve Banks. The required reserve:
based upon deposits outstanding and were appredyr®t81,000 and $1,148,000 at December 31, 1986 885, respectively.
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2. SECURITIES

The amortized cost of securities and their appreténfair value at December 31 were as follows:

1996
UNREALIZED
AMORTIZED FAIR
COST GAINS LOSSES VALUE
Available for Sale:
U.S. Government and Agency Securities $12,976,948 $ 25,450 $(167,765) $12,834,633
Mortgage Backed Securities 1,694,066 41,553 0 1,735,619
State and Municipal Securities 14,638,658 183,826 (14,466) 14,808,018
Other Securities 822,850 0 0 822,850
Total $30,132,522 $250,829  $(182,231) $30,201,120
Held to Maturity:
U.S. Government and Agency Securities $ 3,948,322 $ 15194 $ 0 $ 3,963,516
State and Municipal Securities 1,904,882 0 (12) 1,904,870
Total $ 5,853,204 $ 15194 $ (12) $ 5,868,386
1995
UNREALIZED
AMORTIZED FAIR
COST GAINS LOSSES VALUE
Available for Sale:
U.S. Government and Agency Securities $16,229,297 $137,218  $(130,653) $16,235,862
Mortgage Backed Securities 1,215,332 46,365 0 1,261,697
State and Municipal Securities 14,243,934 357,089 (16,583) 14,584,440
Other Securities 731,100 0 0 731,100
Total $32,419,663 $540,672  $(147,236) $32,813,099
Held to Maturity:
U.S. Government and Agency Securities $ 4,072,567 $ 60,170 $ 0 $ 4,132,737
State and Municipal Securities 2,068,828 0 (24) 2,068,804
Total $ 6,141,395 $ 60,170 $ (24) $ 6,201,541

On November 30, 1995, in conjunction with adoptimg implementation guidance contained in "A Guménplementation of Statement No.
115 on Accounting For Certain Investments in Detat Bquity Securities”, issued by the Financial Aotiing Standards Board, the Compi
reclassified a portion of its held-to-maturity seties as available-for-sale. The market value amartized cost of these securities at that date

totalled $12,192,578 and $12,365,907, respectively.

During 1994, the Bank transferred certain secwritiassified as available for sale when acquiratiedield to maturity portfolio. The
securities were transferred at fair value. The aliwed holding loss at the date of transfer is y@mortized over the period to maturity. The
unrealized loss, net of deferred income taxes, mnwin stockholders' equity, for such transfersedurities, at December 31, 1996 was

$69,418.

Assets, principally securities, with an amortizedtof $3,473,969 for held to maturity securitied a fair value of $16,389,064 for available
for sale securities at December 31, 1996 were ple@@g collateral to secure public deposits andtfuer purposes required or permitted by
law.
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The scheduled maturities of debt securities at Bées 31, 1996 are summarized below. Actual maasrithay differ from contractual
maturities because certain issuers have the igtalt or prepay obligations with or without catemiums.

AVAILABLE FOR HELD TOM
SALE SECURITIES SECURI
FAIR
COST VALUE COST
Due in one year or less $1,991,036 $2,001,939 $1,267,202
Due after year one through five years 11,457,720 11,416,229 427,676
Due after five years through ten years 14,227,070 14,289,482 63,330
Due after ten years 2,456,696 2,493,470 4,094,996
Total $30,132,522 $30,201,120  $5,853,204

ATURITY
TIES

$1,267,202
427,664
63,330

4,110,190

Gains and losses from sales of securities for #a@s/ended December 31, 1996, 1995 and 1994 areamizad as follows:

1996 1995 1994
Gross gains $ 103,865 $ 22,705 $ 31,226
Gross losses (127,595) (13,266) (22,804)
Net (loss) gain $ (23,730) $ 9,439 $ 8,422
3. LOANS, NET
Major categories of loans at December 31, 1996189% are summarized as follows:
1996 1995
Real estate - mortgages $78,706,052 $61,009,095
Real estate - construction 1,404,290 1,501,871
Commercial 6,993,852 7,709,115
Installment 2,646,246 2,731,891
Student loans 1,692,334 1,919,549
Other 769,322 711,902
Net deferred loan origination costs 422,760 443,042
92,634,856 76,026,465
Allowance for loan losses (546,954) (557,961)
Loans, net $92,087,902  $75,468,504

Changes in the allowance for loan losses for ttaesyended December 31, 1996, 1995 and 1994 wéoHass:

1996

Balance, beginning of year $ 557,961
Provision for loan losses 60,000
Recoveries 5,597

Loans charged off (76,604)

Balance, end of year

19

1995

$ 628,957
(86,933)
23,281

$ 557,961

1994

$612,921
16,000
15,067

(15,031)

$ 628,957
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Non-accrual loans for which interest has been redtmiaded approximately $180,000 and $220,000 at Béee 31, 1996 and 1995
respectfully. If such loans had been in an accrstatus, the Bank would have recorded additiortar@st income of approximately $19,000,
$29,000 and $14,000 in 1996, 1995 and 1994, raspéct

The Bank had no loan commitments to borrowers m-accrual status at December 31, 1996.
As of December 31, 1996 and 1995, the Bank hadaasl which were impaired as defined by SFAS No. 114
4. PROPERTIES AND EQUIPMENT

Properties and equipment at December 31 were lasviol

1 996 1995
Land $ 268,485 $ 268,485
Buildings and improvements 3, 310,902 2,095,704
Equipment 2, 365,026 1,756,060
Construction in progress 0 341,229

5, 944,413 4,461,478
Less accumulated depreciation (2, 195,750) (1,847,079)
Properties and equipment, net $3, 748,663 $ 2,614,399

At December 31, 1995, construction in progress isted of costs accumulated in connection with thaek® new branch in Evans. This
project was completed and placed in service in 1996

Depreciation expense totalled $348,671 in 19961307 in 1995 and $285,464 in 1994.
5. FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were usedtimate the fair value of each class of financistruments for which it is practicable to
estimate that value.

Cash and Cash Equivalents - For these short-testruments, the carrying amount is a reasonablmatgiof fair value.

Securities - For securities, fair value equals gdaharket price, if available. If a quoted marketgis not available, fair value is estimated
using quoted market prices for similar securities.

Loans Receivable - The fair value of fixed ratenlés estimated by discounting the future cashdlaging the current rates at which similar
loans would be made to borrowers with similar dreatings and for the same remaining maturities.vasiable rate loans, the carrying
amount is a reasonable estimate of fair value.

Deposits - The fair value of demand deposits, NOM money market accounts and regular savings at€@ithe amount payable on
demand at the reporting date. The fair value oétdaposits is estimated using the rates currefféyen for deposits of similar remaining
maturities.

Commitments to extend credit and standby lettexs@dit - As described in Note 9, the Company wpardy to financial instruments with
off-balance sheet risk at December 31, 1996. Smetméial instruments consist of commitments to eatpermanent financing and letters of
credit. If the options are exercised by the prospedorrowers, these financial instruments wiltbme interest-earning assets of the
Company. If the options expire, the Company retamgfees paid by the counterparty in order toialitee commitment or guarantee. The
fair value of commitments is estimated based upes turrently charged to enter into similar agregseaking into account the remaining
terms of the agreements and the present creditimegt of the counterparties. For fixed-rate comreitts, the fair value
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estimation takes into consideration an interest gk factor. The fair value of guarantees antstof credit is based on fees currently

charged for similar agreements. The fair valuehebe offbalance sheet items at December 31, 1996 approesntiad recorded amounts of
related fees, which are not material.

At December 31, 1996, the estimated fair valueb®iCompany's financial instruments were as follows

CA RRYING FAIR

A MOUNT VALUE
Financial Assets:
Cash and cash equivalents $ 7 ,112,231 $ 7,112,231
Securities $ 36 ,054,324 $ 36,069,506
Loans $ 92 ,634,856
Less: allowance for loan losses (546,954)
Loans, net $ 92 ,087,902 $ 92,056,134

Financial Liabilities:
Deposits $ 123

461,379 $ 123,863,439

6. EMPLOYEE BENEFITS AND DEFERRED COMPENSATION PLAN

The Bank has a defined benefit pension plan cogeirbstantially all employees. The plan providesfies that are based on the employees'
compensation and years of service. The Bank usastaarial method of amortizing prior service carstl unrecognized net gains or losses
which result from actual experience and assumpti@nsg different than those that are projected. dinertization method the Bank is using
recognizes the prior service cost and net gaihesses over the average remaining service periadtofe employees which exceeds the
required amortization. The amount charged to ex@émsthis plan totaled $35,335 in 1996, $52,201985 and $169,776 in 1994. The
components of the pension cost charged to expend®96, 1995 and 1994 consisted of the following:

1996 1995 1994
Service cost $ 44,615 $ 46,891 $ 149,752
Interest cost on projected benefit obligation 94,565 85,948 96,325

Actual return on plan assets
Net amortization and deferral

Total

(87,676)  (67,352)  (60,132)
(16,169)  (13,286)  (16,169)

$ 35,335 $ 52,201 $ 169,776

The following table sets forth the Plan's fundedist as of October 1, 1996 and 1995, and the amoeedgnized in the accompanying
consolidated financial statements as of Decembet 396 and 1995:

Vested benefits
Accumulated benefit obligation

Projected benefit obligation
Plan assets available for benefits at fair value

Plan assets in excess (deficient) of projected bene
Unrecognized net loss

Unrecognized net obligation

Unrecognized prior service cost

Amount included in other liabilities

1996 1995

$ 1,002,977 $ 897,290

$1,012,721 $ 910,228

$ 1,354,390 $1,217,964
1,373,109 1,114,459

fit obligations 18,719 (103,505)
71,556 110,260
(17,543) (19,005)

(271,231) (285,938)

$ (198,499) $ (298,188)
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The Plan's assets are primarily invested in a momeket fund, stocks, and bonds. Valuations oftrsion plan as shown above were

conducted as of October 1, 1996 and 1995. Assungtised by the Bank in both years in the determimatf pension plan information
consisted of the following:

Weighted-average discount rate 7.50 %
Rate of increase in compensation levels 4.75 %
Expected long-term rate of return on plan assets 7.50 %

During the year ended December 31, 1995, the Bdoftad nonqualified supplemental executive retirgnpéans covering certain members
of senior management. The plans provide a fixe@fitewhich is specific to the participant. The @altions related to these plans are indirt
funded by life insurance contracts (naming the Baskeneficiary) with aggregate cash surrenderegadfi approximately $45,000 and $0 at
December 31, 1996 and 1995, respectively. ThevVakees of these policies at both dates was app@tein$1,650,000. The Bank uses an
actuarial method of amortizing unrecognized nehgai losses which result from actual experienckaasumptions being different than th
that are projected. The amortization method thekBamising recognizes the net gains or losses treeaverage remaining service period of
active employees which exceeds the required amatidiz. The amount charged to expense for these ptaaled $97,633 and $87,058 in
1996 and 1995, respectively. The components gpémsion cost charged to expense consisted of Hoavfog:

1996 1995
Service cost $50,138 44,562
Interest cost on projected benefit obligation 25,280 20,281
Net amortization and deferral 22,215 22,215
Total $97,633 $87,058

The following table sets forth the Plans' fundedist as of October 1, 1996 and 1995, and the amecognized in the accompanying
consolidated financial statements as of Decembget 346 and 1995:

1996 1995
Vested benefits $ 356,685 $ 286,925
Accumulated benefit obligation $ 356,685 $ 286,925
Projected benefit obligation $ 356,685 $ 286,925
Plan assets available for benefits at fair value 0 0
Projected benefit obligation in excess of plan asse ts (356,685) (286,925)
Unrecognized net gain (9,432) (3,774)
Unrecognized net obligation 181,426 203,641
Accrued pension cost (184,691) (87,058)
Adjustment required to recognize minimum liability (171,994) (199,867)
Amount included in other liabilities $(356,685)  $(286,925)

Valuations of the pension plans as shown above w@rducted as of October 1, 1996 and 1995. Assomgptised by the Bank in both years
in the determination of pension plan informatiomsisted of the following:

Weighted-average discount rate 7.50 %
Expected long-term rate of return on plan assets 7.50 %
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The Bank also maintains a non-qualified deferredpensation plan for certain directors. Accruedasider this plan were approximately
$64,000, $64,000 and $123,000 in 1996, 1995 and,I®@3pectively. The estimated present value ob#refit obligation, included in other
liabilities, was $671,000 and $643,000 at Decerier1 996 and 1995, respectively. This obligatiomdsrectly funded by life insurance
contracts (naming the Bank as beneficiary) withraggte cash surrender values of approximately $080and $116,000 at December 31,
1996 and 1995, respectively. The face values aetipelicies at both dates was approximately $100®6,Premiums on the aforementioned
life insurance contracts were paid by the Bankdn bf payment of directors' fees.

The Bank also has a deferred contribution Retiré¢rapd Thrift 401(k) Plan for its employees who meatain length of service and age
requirements. The provisions of the 401(k) Plaavakligible employees to contribute between 1% Hsfb of their annual salary, with a
matching contribution by the Bank equal to 25%haf émployees contribution up to 4% of their anrsaddry. The Bank can also make
discretionary contributions to the Plan. The Baelkgense under this Plan was $34,209, $47,701 42036 for the years ended December
31, 1996, 1995 and 1994, respectively.

7. INCOME TAXES

The components of the provision for income taxesves follows:

1996 1995 1994
Income taxes currently payable $ 728,000 $ 741,000 $ 745,000
Deferred (benefit) income taxes (140,000) 23,000 (115,000)
Net provision $ 588,000 $ 764,000 $ 630,000

At December 31, 1996 and 1995 the components afdhdeferred tax asset were as follows:

1996 1995
Deferred Tax Assets:
Allowance for credit losses $148,000 $128,000
Pension premiums 153,000 128,000
Deferred compensation 268,000 260,000
SFAS No. 115 11,000 0
Other 22,000 26,000
Gross deferred tax assets 602,000 542,000
Deferred Tax Liabilities:
Depreciation 25,000 25,000
Prepaid expenses 169,000 260,000
SFAS No. 115 0 109,000
Gross deferred tax liabilities 194,000 394,000
Net deferred tax assets $408,000 $148,000

The net deferred tax asset at December 31, 1996 %8flwas included in other assets in the acconipgrpnsolidated financial statements.

23



- 63 -

The Company's provision for income taxes diffeasfrthe amounts computed by applying the Federahigctax statutory rates to income
before income taxes. A reconciliation of the difieces is as follows:

DECEMBER 31,

1 996 1995 1994
AMOUNT PERCENT AMOUNT PERCENT MOUNT PERCENT
Tax provision at
statutory rate $ 749,000 34 % $ 826,000 34 % $7 64,000 34 %
Increase (decrease) in
taxes resulting from:
Tax-exempt income (260,000 ) (12) (259,000) (11) 2 99,000) (13)
State taxes, net of
federal benefit 110,000 5 154,000 6 1 29,000 6
Other items, net (11,000 ) 1) 43,000 2 36,000 1
Provision for
income taxes $ 588,000 26 % $ 764,000 31% $6 30,000 28 %

8. RELATED PARTY TRANSACTIONS

The Bank has entered into loan transactions watdirectors, significant shareholders and theiliatfés (related parties). The aggregate
amount of loans to such related parties at Dece®ibet996 was $2,247,931. During 1996, new loarssith related parties amounted to
$746,980 and repayments amounted to $1,867,538.

9. CONTINGENT LIABILITIES AND COMMITMENTS

The consolidated financial statements do not refladous commitments and contingent liabilitiesietharise in the normal course of
business and which involve elements of credit iiisterest rate risk and liquidity risk. These conmeénts and contingent liabilities are
commitments to extend credit and standby lettegedit. A summary of the Bank's commitments anatiogent liabilities at December 31,
1996 is as follows:

Commitments to extend credit $15,115,000
Standby letters of credit 515,000
Total $15,630,000

Commitments to extend credit and standby lettergedit all include exposure to some credit losthaevent of nonperformance of the
customer. The Bank's credit policies and procediamesredit commitments and financial guaranteesthe same as those for extensions of
credit that are recorded on the consolidated balaheets. Because these instruments have fixeditpatates, and because they may expire
without being drawn upon, they do not necessaefyresent cash requirements to the Bank. The Bamkdtancurred any losses on its
commitments during the past three years.

10. CONCENTRATIONS OF CREDIT

All of the Bank's loans, commitments and standlbigte of credit have been granted to customersarBank's market area. Investments in
state and municipal securities also involve govamtal entities within the Bank's market area. Tdwcentrations of credit by type of loan
set forth in Note 3. The distribution of commitmeid extend credit approximates the distributiofoahs outstanding. Standby letters of
credit were granted primarily to commercial borresvd he Bank, as a matter of policy, does not ektgadit to any single borrower or group
in excess of 15% of capital.
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11. REGULATORY MATTERS

The Bank is subject to the dividend restrictiornisfegh by the Comptroller of the Currency. Undacks restrictions, the Bank may not,
without the prior approval of the Comptroller oéturrency, declare dividends in excess of the glutine current year's earnings (as defir
plus the retained earnings (as defined) from tha pwo years.

Quantitative measures established by regulati@nsure capital adequacy require the Bank to maim@mimum amounts and ratios (set fc

in the table below) of total and Tier | capital (efined in the regulations) to risk-weighted as¢as defined), and of Tier | capital (as
defined) to average assets (as defined). Managdméates, as of December 31, 1996, that the Bagtkathcapital adequacy requirements to
which it is subject.

As of December 31, 1996, the most recent notificafiom its regulators categorized the Bank as eaglitalized under the regulatory
framework for prompt corrective action. To be catézed as well capitalized the Bank must maintainimum total risk-based, Tier | risk-
based and Tier | leverage ratios as set forthartdble. There are no conditions or events sinaentification that management believes ¥
changed the Bank's category.

The Bank's actual capital amounts and ratios wefellbws:

1996
TO BE WELL
CAPITALIZ ED UNDER
FOR CAPITAL PROMPT CO RRECTIVE
ACTUAL ADEQUACY PURPOSES ACTION PR OVISIONS
AMOUNT RATIO AMOUNT RATIO AMOUNT RATIO
Total Capital (to Risk
Weighted Assets) $16,063,000 17. 7% $7,250,000 8.0%  $9,065,000 10.0 %
Tier | Capital (to Risk
Weighted Assets) $15,516,000 17. 1% $3,625,000 40%  $5,438,000 6.0 %
Tier | Capital
(to Average Assets)  $15,516,000 11. 1% $5,581,000 40%  $6,976,000 5.0 %
1995
TOB E WELL
CAPITALI ZED UNDER
FOR CAPITAL PROMPT C ORRECTIVE
ACTUAL ADEQUACY PURPOSES ACTION P ROVISIONS
AMOUNT RATIO AMOUNT RATIO AMOUNT RATIO
Total Capital (to Risk
Weighted Assets) $14,919,000 19. 6% $6,078,000 8.0%  $7,598,000 10.0 %
Tier | Capital (to Risk
Weighted Assets) $14,361,000 18. 9% $3,039,000 40%  $4,559,000 6.0 %
Tier | Capital
(to Average Assets)  $14,361,000 11. 4% $5,027,000 40%  $6,283,000 5.0 %
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12. PARENT COMPANY ONLY FINANCIAL INFORMATION

Parent company (Evans Bancorp, Inc.) only condefisadcial information is as follows:

CONDENSED BALANCE SHEETS

December 31, 1996 and 1995 1996 1995
ASSETS
Cash $ 6,897 $ 37,728
Dividends receivable 169,895 0
Investment in subsidiary 15,503,186 14,447,782
Total assets $ 15,679,978 $ 14,485,510
LIABILITIES AND STOCKHOLDERS' EQUITY
Dividends payable $ 169,895 $ 0
Stockholders' Equity:
Common stock 849,475 793,703
Capital Surplus 10,990,720 8,592,502
Retained earnings 3,692,659 4,953,075
Unrealized (loss) gain on available for sale secu rities, net (22,771) 146,230
Total stockholders' equity 15,510,083 14,485,510
Total liabilities and stockholders' equity $ 15,679,978 $ 14,485,510
CONDENSED STATEMENTS OF INCOME
Years Ended December 31, 1996, 1995, and 1994 1996 1995 1994
Dividends from subsidiary $ 421,068 $ 260,415 $ 171,549
Expenses (30,831) (17,542) (18,103)
Income before equity in undistributed earnings of s ubsidiary 390,237 242,873 153,446
Equity in undistributed earnings of subsidiary 1,224,405 1,421,910 1,463,603
Net income $ 1,614,642 $ 1,664,783 $ 1,617,049
CONDENSED STATEMENTS OF CASH FLOWS
Years Ended December 31, 1996, 1995, and 1994 1996 1995 1994
Operating Activities:
Net income $ 1,614,642 $ 1,664,783 $ 1,617,049
Adjustments to reconcile net income to net cash
provided by operating activities:
Undistributed earnings of subsidiary (1,224,405) (1,421,910) (1,463,603)
Increase in dividends receivable (169,895) 0 0
Net cash provided by operating activities 220,342 242,873 153,446
Financing Activities - Cash dividends paid (251,173) (260,415) (171,549)
Net decrease in cash (30,831) (17,542) (18,103)
Cash, beginning 37,728 55,270 73,373
Cash, ending $ 6,897 $ 37,728 $ 55,270
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BOARD OF DIRECTORS
EVANS BANCORP, INC. AND EVANS NAT
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Carl F. Ulmer Phillip Brothman
Chairman Partner - Hurst,
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Robert W. Allen Richard M. Craig
Secretary President and CEO
Retired
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William F. Barrett LaVerne G. Hall
Property and Investment Manager Chairman - L.G. H
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IONAL BANK
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David C. Koch
Brothman & Yusick  Chairman and CEO
New Era Cap Co., Inc.

[PHOTO]

Richard C. Stevenson
Evans National Bank President - Metro Stevenson R
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NC. DERBY

Richard A. Gradl

Raymond S. Hazard

FORESTVILLE
Homer Bowker, Jr.

ary
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EVANS NATIONAL BANK OFFIC ERS
PRESIDENT AND CHIEF John S. Eagleton BANK OFFICER
EXECUTIVE OFFICER William J. Gray Rita A. Boyland
Richard M. Craig Thomas Q. McDonnell Karen M. Blecha
Jeffrey L. White Michelle A. Bress
SENIOR VICE PRESIDENT Nancy A. Ferraro
William R. Glass ASSISTANT VICE PRES IDENT M. Jane Gonzalez
James Tilley Susan J. Herold
Katherine M. Allen Nadine G. Houghton
VICE PRESIDENT Ramon Gallardo, Jr. Howard M. Martin, Jr.
George L. Catalano Rose Marie Hinckley
Mary E. Doeing Elizabeth A. Mac

Cathy E. Rohrich

CORPORATE INFORMATION

There has never been an organized public tradingenfor the Company's outstanding common stocle fBllowing table represents the
highest and lowest per share prices known to manageat which the Company's stock has actually bessferred in private transactions
during the periods indicated. In each period forchiprices are shown, management has price infeométr the transaction. The prices do
not include any retail markup, markdown or comnoissi

1996 1995
QUARTER HIGH LOW HIGH LOW
First $ 115.00 $ 110.00 $ 80.00 $ 70.00
Second $ 135.00 $ 115.00 $ 83.00 $ 80.00
Third $ 136.00 $ 135.00 $ 100.00 $ 83.00
Fourth $ 136.00 $ 136.00 $ 110.00 $ 100.00

As a result of the stock dividend in April, 199&,209 additional shares were issued which incretatishares outstanding to 339,790 as of
December 31, 1996. There were 785 shareholdeecofd on December 31, 1996.

Upon written request of any shareholder, a coph@fCompany's report on Form 10-K for its fiscayended December 31, 1996, including
the financial statements and the schedules theexjaijred to be filed with the Securities and Exaf@Commission under the Securities
Exchange Act of 1934, as amended, may be obtamthut charge, from Richard M. Craig, Presiderd &hief Executive Officer, Evans
Bancorp, Inc., 14-16 N. Main Street, Angola, N.¥006.

THE ANNUAL MEETING

The Annual Meeting of the Shareholders of the Camipaill be held on Tuesday, April 29, 1997 at 68f. at Romanello's South, 5793
South Park Avenue, Hamburg, NY.

INQUIRIES

Communications regarding transfer requests, lasificates, and change of address should be dildoteAMERICAN STOCK TRANSFER
AND TRUST CO., 40 Wall Street, New York, NY. 10005

28



ARTICLE 9

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM EVANS BANCORP INC. BALANCE
SHEET AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCHEO SUCH FINANICAL STATEMENTS.

CIK: 0000842518
NAME: EVANS BANCORP INC.

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 5,662,23.
INT BEARING DEPOSITS 0
FED FUNDS SOLL 1,450,001
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 30,201,12
INVESTMENTS CARRYING 5,853,20.
INVESTMENTS MARKET 0
LOANS 92,087,90
ALLOWANCE (546,954
TOTAL ASSETS 140,898,05
DEPOSITS 123,461,37
SHORT TERM 0
LIABILITIES OTHER 1,926,59!
LONG TERM 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 849,47!
OTHER SE 14,660,60
TOTAL LIABILITIES AND EQUITY 140,898,05
INTEREST LOAN 7,381,87.
INTEREST INVEST 2,216,111
INTEREST OTHER 201,83:
INTEREST TOTAL 9,799,81!
INTEREST DEPOSI1 3,911,31.
INTEREST EXPENSE 3,912,76.
INTEREST INCOME NET 5,887,05.
LOAN LOSSES 60,00(
SECURITIES GAINS (23,731
EXPENSE OTHEF 4,555,39:
INCOME PRETAX 2,202,64
INCOME PRE EXTRAORDINARY 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 1,614,64.
EPS PRIMARY 4.7¢
EPS DILUTED 0
YIELD ACTUAL 8.21
LOANS NON 164,08«
LOANS PAST 96,19¢
LOANS TROUBLED 0
LOANS PROBLEM 0
ALLOWANCE OPEN 557,96:
CHARGE OFFS 76,60«
RECOVERIES 5,591
ALLOWANCE CLOSE 549,84«
ALLOWANCE DOMESTIC 60,00(
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 0
End of Filing
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