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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 becgnaifbank holding company. The Company is registesiidthe Federal Reserve Boarc
a bank holding company under the Bank Holding Campct 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, aitrgcleposits from the general public and using¢hfeinds in commercial loans, commer
mortgages, business loans, residential mortgagaese fequity loans, consumer loans, and investmentisies.

The Company has no material assets other thamvigstment in the Bank. The Company's sole busitiessefore, 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®hitBank of Angola. Its legal headquarters istedat 14-16 N. Main Street, Angola,
New York 14006

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

As of December 31, 1997, the Bank had total asge$458,542,163, total deposits of $138,391,327tatal stockholders' equity of
$17,039,300.

MARKET AREA

The Bank's primary market area is located in soutkgie County, northern Chautauqua County anchm@stern Cattaraugus County, which
includes the towns of Evans, Boston, Hamburg, E@zohard 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 seslpaid for the last two years. The assets abilifies are presented as daily averages.
average loan balances include both performing amgerforming loans. Interest income on loans da¢s$nelude interest on loans for which
the Bank has ceased to accrue interest. Interdsfialul are not presented on a-equivalent basis



Ave
Bal
Assets (%0
Interest-earning assets:
Loans, Net $96
Taxable securities 21
Tax-exempt securities 20
Federal funds sold 2

Time deposits in other banks

Total interest-earning assets 140

Noninterest-earning assets
Cash and due from banks 5
Premises and equipment, net

Other assets 2

Total $151

LIABILITIES & SHAREHOLDER'S EQUITY

Interest-bearing liabilities:

NOW accounts $6
Savings deposits 44
Time deposits 60

Fed Funds Purchased & Securities
Sold U/A to Repurchase
Total interest-bearing liabilities 111

Noninterest-bearing liabilities:

Demand deposits 21
Other 1
135,
Shareholders' equity 16,
Total $151,

Net interest earnings

Net yield on interest earning assets

rage
ance
00)

,511
,071
,524

,266

0

372

,407
,830

228

,837

,700
,610
,257

425

,992

,756

,899

647

190

837

1997

Yield/ Average
Interest Rate Balance
($000) ($000)

$ 8,633 8.95%  $81,591
1,373 6.52% 22,837
945 4.60% 15,676
123 5.43% 3,791
0 0.00% 428
11,074 7.89% 124,323
5,531
3,362
1,888
$135,104
$ 71 1.06% $ 6,402
1,203 2.70% 45,042
3,302 5.48% 46,568
12 2.82% 0
4,588 4.10% 98,012
20,360
1,805
120,177
14,927
$135,104
$ 6,486
4.19%

1996
Yield/
Interest Rate
($000)
$ 7,382 9.05%
1,428 6.25%
765 4.88%
202 5.33%
23 5.37%
9,800 7.88%
$ 80 1.25%
1,250 2.78%
2,583 5.55%
0 0%
3,913 3.99%
$ 5,887
4.67%
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In 1997, the Company's interest income increasefilt®73,036 over 1996, compared to an increas&8,815 in 1996 over 1995. Also,
interest expense on deposits increased by $67H2B87 over 1996 compared to an increase of $793191996 over 1995. 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.

Interest earned on:
Loans
Taxable securities
Tax-exempt securities
Federal funds sold

Time deposits in other banks

Total interest-earning assets

Interest paid on:
NOW accounts
Savings deposits
Time deposits
Federal Funds Purchased &
Securities Sold U/A Repurch

Total interest-bearing liabilities

SECURITIES ACTIVITIES

1997 Compared to 1996 1
Increase (Decrease) Due to In
(thousands)

Volume Rate Total Volume

$1335 $ (83) $1,251 $ 82

(120) 65 (55) 2
219 (40) 179 2
(®3) 4 (79) G
(23) 0 (23) @

$1,328 $ (54) $1,273 $ 79

$ 4 $ (13 $ 9 % (

(12) (35) (47) 5
750 (31) 719 55
12 0 12

$ 754 $ (79) $ 675 $ 48

996 Compared to 1995
crease (Decrease) Due to

0 $(198) $ 622

0) (25) (75)
8) ®) (23)

5 $ (15 $ (20)

9) 7 (52)
1 15 566
0 0 0

Income from securities represented approximatel9%Q0of total interest income of the Company in 188d@d approximately 22.4% of total
interest income of the Company in 1996. At Decen®igerl997, the Bank's securities portfolio of $40,874 consisted primarily of United
States ("U.S.") and federal agency obligationgestad municipal securities, corporate bonds andgage-backed securities by the
Government National Mortgage Association, Fedemidthal Mortgage Association and Federal Home Lidarntgage Corp.

In 1994, the Bank adopted Statement of Financialbfoting Standard No. 115, "Accounting for Certawvestments in Debt and Equity
Securities." As a result, all securities in the Bamportfolio 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 997 and 1996:

1997 19 96
($000) (%0 00)
Available for Sale:
U.S. Treasury and other U.S. government agencies $ 13,025 $14,5 70
States and political subdivisions in the U.S. 19,867 14,8 08
Other 930 8 23
Total Securities Designated as Available for S ale $ 33,822 $ 30,2 01
Held to Maturity:
U.S. Treasury and other U.S. government agencies 3,483 3,9 48
States and political subdivisions in the U.S. 3,095 1,9 05
Total Securities Designated as Held to Maturit y $ 6,578 $ 58 53
Total Securities $ 40,400 $ 36,0 54

SECURITIES POLICY. The Bank's asset liability maeagnt policy encompasses the areas of securiéipgat; liquidity and interest
sensitivity. The primary objective of the secustigortfolio is to provide liquidity while maintaimg safety of principal. Secondary objectives
include investment of funds in periods of decredead demand, interest sensitivity consideratipngyiding collateral to secure local
municipal deposits, supporting local communitiestigh the purchase of tax-exempt securities an@lanning considerations. The Board of
Directors of the Bank is responsible for establighdverall policy and reviewing performance.

The Bank's policy provides that acceptable poufolvestments include: U.S. Government obligatiafigations of Federal agencies,
Municipal obligations (General Obligations, Revei@digations, School Districts and Non-rated Issues Bank's general market area),
Banker's Acceptances, Certificates of Deposit, $tiilel Development Authority Bonds, Public Housiagthority Bonds, Corporate Bonds
(each corporation limited to the Bank's legal leigdimit), and Collateral Mortgage Obligations, Eeal Reserve stock and Federal Home
Loan Bank stock.

The Bank's securities policy is that in-state sgiesrmust be rated Moody's BAA (or equivalentjret time of purchase. Out-of-state issues
must be rated AA (or equivalent) at the time ofgmaise. Bonds or securities rated below A will heeneed periodically to assure their
continued credit worthiness. The purchase of néedrenunicipal 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 BétAequivalent) bonds and the annual
budgets of the issuers are reviewed by the Bardeedit file of the issuers is kept on each nonerateinicipal security with relevant financial
information. In addition, the Bank's loan policyrméts 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 been computed on a tax equivalasis) as of December 31, 1997:

Maturing
Within After One But After Five But After
(e} ne Year Within Five Years Within Ten Y ears Ten Years
Amount Yield Amount Yield Amount Yield Amount  Yield

($000) ($000) ($000) ($000)

CLASSIFIED AS AVAILABLE FOR SALE
AT FAIR VALUE:

U.S. Treasury and other U.S. $ 0 0% $7,732 6.19% $ 4,653 6.94% $ 640 9.74%

government agencies

States and political subdivisions 1,138 6.79 4,581 6.58 9,741 7.15 4,407 7.38

Other 930 6.37 0 0.00 0 0.00 0 0.00
Total Available for Sale $ 2,068 6.60 $12,313 6.33 $14,394 7.08 $ 5,047 7.67

CLASSIFIED AS HELD TO MATURITY

AT AMORTIZED COST:

U.S. Treasury and other U.S. 0 0.00 0 0.00 0 0.00 3,483 6.40

government agencies

States and political subdivisions 2,606 6.26 216 8.37 63 8.74 210 8.75
Total Held to Maturity 2,606 6.26 216 8.37 63 8.74 3,693 6.53
Total Securities $4,674 6.41 $12,529 6.36 $14,457 7.08 $ 8,740 7.18

At December 31, 1997, approximately $16,508,00thefBank's securities portfolio were obligationgtef U.S. Treasury and other U.S.
government agencies. Additionally, at Decemberl®97, the Bank had $4,515,000 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 doain pricing.

The Bank offers a variety of loan products to iistomers including residential and commercial estdte 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 78.0% of the totatest income of the Company in 1997 and appratéty 75.3% of total interest income
in 1996. The Bank's loan portfolio after unearnegtalunts, loan origination costs and allowance<fedit losses totalled $101,627,427 and
$92,087,902 at December 31, 1997 and Decembei998, tespectively. At December 31, 1997, the Baatk éstablished $609,539 as an
allowance for credit losses which is approximatB9% of total loans. This compares with $546,95ecember 31, 1996 which was also
approximately 0.59% of total loans. The net loartfpbio represented approximately 64.1% and 65.4%® Bank's total assets at December
31, 1997 and December 31, 1996, respecti
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REAL ESTATE LOANS. Approximately 86.2% of the Baskbdan portfolio at December 31, 1997 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 $88,137,842esember 31, 1997, compared to $80,110,342 atiker 31, 1996. The real estate loan
portfolio increased approximately 10.0% in 1997ral@96 compared to an increase of 28.2% in 1996 b85.

Commercial real estate loan growth of 15.2% dufif§7 reflected a continued strong market resultagially from low interest rates which
encouraged real estate acquisition and expanshis.répresented a more normalized growth rate frwm4.4% experienced in 1996. The
residential real estate loan portfolio declinedbt§% as the Bank continued to sell the majoritynoftgage originations to the Federal
National Mortgage Association ("FNMA"), while retég servicing rights. This arrangement allowsBaak to offer long term fixed ra
mortgages without undue rate risk, while retainingtomer relationships. The Bank also earns anadmseuvicing fee on all mortgages sold.

The Bank offers fixed rate residential mortgagethuérms of ten to thirty years with up to an 8@%n-to-value ratio. Fixed rate residential
mortgage loans outstanding totalled $19,897,8eaember 31, 1997, which was approximately 19.5%taf loans outstanding. In 1995,
the Bank entered into a contractual arrangemeiht thé Federal National Mortgage Association ("FNNIWhereby mortgages can be sold to
FNMA and the Bank retains the servicing rights18®7, approximately $1,225,475 of mortgages wele tsoFNMA under this arrangement
compared to $1,316,180 of mortgages sold in 1986.Bank currently retains the servicing rights 8rv$nillion in mortgages sold to

FNMA.

In 1993, the Bank began offering adjustable rasedemtial mortgages with terms of up to thirty yedrates on these mortgages remain fixed
for the first three years and are adjusted anntladiyeafter. On December 31, 1997, the Bank'sand#tg adjustable rate mortgages were
$3,977,168 or 3.9% of total loans. This balancemgilinclude any construction mortgages.

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 sutgjecrate call after three to five years. ThelBaoutstanding commercial mortgages v
$44,594,435 at December 31, 1997, which was apmately 43.6% of total loans outstanding. This bed¢aimcluded $6,949,346 in fixed rate
and $37,645,089 in variable rate loans.

The Bank also offers other types of loans colldiezd 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 80% loan-to-value ratio. Atdbalger 31, 1997, the real estate loan
portfolio included $15,817,342 of home equity loansstanding which represented approximately 1505%s total loans outstanding. This
balance included $8,388,085 in variable rate and29/257 in fixed rate loans.

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, 1997, fixed rate real estate-congbruttians outstanding were $615,808 or 0.61% oBttuek's loan portfolio, and adjustable
rate construction loans outstanding were $2,15409101% of the portfolio.

As of December 31, 1997, approximately $1,276,00D.4% of the Bank's real estate loans were 3@td&ys delinquent, $339,000 or 0.38%
of the bank's real estate loans were more thara9e delinquent and approximately $550,000 or 0.62%al estate loans were nonaccruing.

COMMERCIAL LOANS. The Bank offers commercial loans a secured and unsecured basis including linesedit and term loans at fix
and variable interest rates and multiple maturiffdége Bank's commercial loan portfolio totaled 88%60 and $6,993,852 at December 31,
1997 and December 31, 1996, respectively. Comnidoaias represented approximately 8.7% and 7.6%eBank's total loans at Decem
31, 1997 and December 31, 1996, respectively. Bhemercial loan portfolio increased $1,944,708 aB2¥in 1997.

Commercial lending entails significant additionakras compared with real estate loans. These lyaitally involve larger loan balances to
single borrowers or groups of related borrowerdla@eral, where
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applicable, may consist of inventory, receivabépjipment and other business assets. Eighty-sereem of the Bank's commercial loans
are variable rate which are tied to the prime rake Bank's ability to lend larger amounts to ang borrower is subject to regulation by the
Comptroller of the Currency. The Bank continuallgmitors its loan portfolio to review compliance witew and existing regulations.

As of December 31, 1997, approximately $75,000.84% of the Bank's commercial loans were 30 to&&gast due, none of its
commercial loans were more than 90 days past ddié%sM,000 or 0.56% of its commercial loans wereagoruing.

INSTALLMENT LOANS. The Bank's installment loan pfwiio (which includes commercial and automobilerisapersonal loans and
revolving credit card balances) totaled $2,517 89@ $2,646,246 at December 31, 1997 and Decemb@®98, respectively, representing
approximately 2.5% of the Bank's total loans atdédelser 31, 1997 and 2.9% of the Bank's total loameaember 31, 1996. Traditional
installment loans are offered at fixed interestsawith various maturities up to 60 months, onaused and unsecured basis. On Decembe
1997, the installment loan portfolio included $2¥3, in fixed rate card balances at an interestafl®.6% and $33,542 in the variable rate
option. As of December 31, 1997, approximately $2Q8 or 4.7% of the Bank's installment loans wéx€®@ days past due and
approximately $17,000 or 0.7% of the Bank's instalit loans were more than 90 days past due. Appeirly $27,000 or 1.07% of the
Bank's installment loans were nonaccruing.

STUDENT LOANS. The Bank's student loan portfolitedled $1,731,492 at December 31, 1997 and $1,6828Becember 31, 1996.
Student loans represented 1.7% of the total loatfghio in 1997 and 1.8% of the total loan porttoln 1996. These loans are guaranteed by
the federal government and the New York State Hifuication Assistance Corporation. The Bank ofé¢uslent loans at variable interest
rates with terms of up to 10 years. In 1995, thekBentered into a contract with the Student Loamkéting 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 $1,087,051 and $122420f its student loans to SLMA in 1997 and 18&pectively. Student loan products
have been expanded to include Federal Plus and H&akis.

OTHER LOANS. Other loans totaled $509,935 at Decamn®i, 1997 and $769,322 at December 31, 1996 r @thes consisted primarily of
loans to municipalities, hospitals, churches anatmmfit 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, 1997, and
1996:

December 31,

1997 1996

(in thousands)

Real Estate $ 88,138 $ 80,111
Commercial 8,939 6,994
Installment 2,518 2,646
Student Loans 1,731 1,692
All Other 510 769

Net deferred loan origination costs 401 423
Total Loans $ 102,237 $ 92,635
Allowance for credit losses (610) (547)

Net loans $ 101,627 $ 92,088
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LOAN MATURITIES. The following table shows the maities of commercial and real estate constructaanb outstanding as of December
31, 1997 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 $2,351 $2,321 $ 4,267 $ 8,939
Real estate construction 1,109 1,421 240 2,770
$ 3,460 $3,742 $ 4,507 $11,709
Loans maturing after one year with:
Fixed rates $ 641 $ 240
Variable rates 3,101 4,267
$ 3,742 $ 4,507

CREDIT LOSSES

The following table summarizes the Bank's non-aaicand past due loans as of December 31, 1997 endrber 31, 1996. The Bank had no
restructured loans as of those dates. Any loassified for regulatory purposes as loss, doubsfuthstandard or special mention that have not
been disclosed do not (i) represent or result fi@mds or uncertainties which management reasormedplgcts will materially impact future
operating results, liquidity or capital resourcas(ii) represent material credit about which maragnt has serious doubts as to the ability of
such borrowers to comply with the loan repaymemhse See also "ltem 7. Management's DiscussiorAaatysis of Financial Condition and
Results of Operations - Results of Operations viBian for Credit Losses."

1997 1996

(in thousands)

Nonaccrual loans $627 $180
Accruing loans past due 90 days or more 360 96
Total $987 $276

Information with respect to nonaccrual loans atéelber 31, 1997 and December 31, 1996 is as follows:

Nonaccrual loans

Interest income that would have been
recorded under the original terms

Interest income recorded during the period

At December 31, 1997, $627,000 of nonaccrual leaasollateralizec

1997

1996

(in thousands)

$627

58

$180

19
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The following tables summarize the Bank's allowafacecredit losses and changes in the allowancerixit losses by loan categories:

BALANCE AT BEGINNING OF YEAR
CHARGE-OFFS
Commercial, Financial, Agricultural
Real Estate - Mortgages
Installment Loans

Overdrafts

TOTAL CHARGE-OFFS
RECOVERIES

Commercial, Financial, Agricultural

Real Estate - Mortgages

Installment Loans

Overdrafts

TOTAL RECOVERIES
NET (CHARGEOFFS) RECOVERIES

ADDITIONS (REDUCTIONS) CHARGED TO OPERATIONS

BALANCE AT END OF YEAR

Real Estate Loans

Commercial Loans

Installment Loans (Includes Credit Cards)
Student Loans

All Other Loans

Unallocated

Total

ANALYSIS OF CHANGES IN THE ALLOWANCE FOR

1997

$ 546,954 $5

(394) (
(25,000)

(21,464) (

$ 609,539 $5

ALLOCATION OF THE ALLOWANCE FOR CRED

Balance at Balance at Pe
12/31/97 12/31/96
Attributable to: Attributable to:

199
$424,257 $259,102 86.
58,306 118,461 8.
49,189 45,231 2.
0 0 1
0 0 0
77,787 124,160 n/

$609,539

CREDIT LOSSES

1996

57,961

IT LOSSES

rcent of Loans in
Each Category to

Total Loans:
7 1996
6% 86.9%
7 7.6
5 2.9
7 1.8
5 0.8
a n/a
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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 on the secondary market, intanestlividends from investments, matu
investments, and borrowings from the Federal ResBank, Federal Home Loan Bank and First TenneBaak.

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, 79%he Bank's deposits totalled $138,391,327 ctingisf the following:

Demand deposits $ 21,680,839
NOW and Money Market accounts 7,093,959

Regular savings 44,264,697
Time deposits, $100,000 and over 22,873,379
Other time deposits 42,478,453

1997 1996
Weighted Weighted
Average Average Average Average
Balance Rate Balance Rate
(in thousands) (in thousa nds)
Demand Deposits $ 21,756 ---% $ 20,122 ---%
NOW and Money Market Accounts 6,700 1.06% 6,402 1.25%
Regular Savings 44,610 2.66% 45,280 2.76%
Time Deposits 60,256 5.48% 46,568 5.55%
Total $133,322 3.43% $118,372 3.30%

The Bank has a very stable deposit base and naiat@mount of deposits is obtained from a singdpakitor or group of depositors

(including federal, state and local governmentfe Bank has not experienced any significant seaflostuations in the amount of its
deposits.

EMPLOYEES

As of February 28, 1998, the Bank employed 73 pexysm a full-time basis. There were also 11 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 maaked of southern Erie County, northern Chauta@pnty, and northwestern
Cattaraugus County, New York. The Bank considsrsiajor competition to be Marine Midland Bank, &nanufacturers and Traders Trust
Company, both headquartered in Buffalo, New Yond also Key Bank, N.A. headquartered in Albany, Néwk. The Bank is generally
competitive with all financial institutions in igervice area with respect to interest rates paithe# and savings deposits, service charges on
deposit accounts, and interest rates charged os.|
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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 B497 for the periods indicated:

Oto3 41012 One to Five Over Five
Months Months Years Years
(in millions)
Interest-earning assets $ 35.6 $ 224 $ 56.9 $ 31.6
Interest-bearing liabilities 44.4 26.1 68.8 0
Interest sensitivity gap $ (8.8) $ (3.7) $(119) $ 316

The primary assets and liabilities in the one yeraturity range are securities, commercial loanstane deposits. As of December 31, 1997,
the Bank's cumulative one year gap ratio (rateiseasssets divided by rate sensitive liabilities)s .82 as compared to .83 at December 31,
1996 and .88 as of December 31, 1995. The Banknoas liabilities than assets repricing over theterlve months. However, since
liabilities tend to reprice less quickly than assetanagement believes that earnings will not ¢paifstantly impaired should rates rise.

The following schedule sets forth the maturitieshef Bank's time deposits as of December 31, 1997:

Time Deposit Maturity Schedule

(in millions)
0-3 3-6 6-12 Over
Mos. Mos. Mos. 1 2 Mos. Total
Time deposits - $100,000 and over $ 16.8 $ 28 $ 1.7 $ 1.5 $ 228
Other time deposits 17.3 6.5 7.6 111 42.5
Total time deposits $ 341 $ 9.3 $ 9.3 $ 12.6 $ 65.3

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 Depusitance 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 maitiaihgans a bank makes and collateral it takespthximum interest rates a bank may 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 andeskegislation have been proposed that could ré@saltiditional regulation of, and restrictic
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 interest rated paipersonal deposits by gradually eliminatingutatpry ceilings on interest rate differential
allowed thrifts and savings institutions; enabldahks to offer personal interest bearing checkypg accounts; phase in mandatory and
uniform reserve requirements; and override cedaimy limits on loan interest rates establishedtaye laws. On October 1, 1983, the
Depository Institutions' Deregulation Committeetirage under the provisions of this Act, removedrathaining interest rate ceilings and other
regulations on time deposits, except for early drighwal 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#ih's federal supervisory agency, restricts legdiy a bank to its executive officers,
directors, principal shareholders or related irder¢hereof, restricts management personnel ohl fsam serving as directors or in other
management positions with certain depository instihs whose assets exceed a specified amountioh\whve an office within a specified
geographic area, and restricts management persfsomeborrowing from another institution that hasarespondent relationship with their
bank.



-17 -

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 Decemlierl897 and December 31, 1996 with these minimuirements is presented below:

Bank
Minimum
1997 1996 Requirements
Total Risk-based Capital 16.9% 17.7% 8%
Tier 1 Risk-based Capital 16.3% 17.1% 4%
Leverage Ratio 10.8% 11.1% 3-5%

As of December 31, 1997, the Bank met all threétahquirements.

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 interéss reharged on loans by the Bank or paid on itesiep
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Item 2. PROPERTIES

The Bank conducts its business from its main oféind five branch offices. The main office is loch# 14-16 North Main Street in Angola,
New York. The main office facility is 9,344 squdeet and is owned by the Bank. This facility is wgied by the Office of the President
well as the Loan and Administration Divisions.

The Bank also owns three of its five branch offid@se is a 3,900 square foot facility located @@®8BE&rie Road in the Town of Evans.
Another is a 1,530 square foot facility locate@&atMain Street, Forestville, New York and the thisa 3,650 square foot branch located at
6480 Erie Road, Derby, New York.

In 1995, the Bank purchased property adjacentedirby Office, providing additional parking fatiéis for customers and enabling future
expansion. An existing building on the property haen leased to a tenant for a five year term caming December 1, 1995. The lease
provides for monthly payments of $5,217 in Year @nd increasing annually to $5,445 in Year Five.

The Bank leases branch offices in North Bostontachburg. The 1,280 square foot branch office abm8rth Boston State Road, Boston,
New York is occupied pursuant to a land lease wpidvides for monthly payments of $1,375 throughuzay 1, 2001, with an option to
renewed for an additional five year term. The 3,60are foot branch office at 5999 South Park Aeerlamburg, New York, is occupied
pursuant to a twenty year lease which providesrfonthly payments of $5,875 for the first five yedmough October 31, 2000. Thereafter,
monthly payments increase annually from $6,162n50dar Six to $7,967.50 in Year Twenty.

Item 3. LEGAL PROCEEDINGS
There are no legal proceedings to which the Compaayparty.

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 routingsliton incident to the business of the Bank. Idiaoin, no material proceedings are
pending or are known to be threatened or conteeglagainst the Bank by governmental authoritiestioers.

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 organizedgtraliling 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 consiais.

1997 1996
QUARTER High Low High Low
FIRST $27.20 $27.2 0 $23.00 $22.00
SECOND $32.00 $27.2 0 $27.00 $23.00
THIRD $33.00 $32.0 0 $27.20 $27.00
FOURTH $38.00 $33.0 0 $27.20 $27.20

Adjusted for five for one stock split which wasesffive May 1, 1997.

(b) HOLDERS. As of January 31, 1998, 1,698,950ehaf the Company's Common Stock were outstandidgtee number of holders of
record of the Common Stock at that date was 1049.

(c) DIVIDENDS.

CASH DIVIDENDS.
The Company paid a cash dividend of $.124 per
share (adjusted for the five for one stock split) o
October 1, 1996 to holders of record on August126.

The Company paid a cash dividend of $.10 per staaljested for the five-for-one stock split) on Redmy 1, 1997 to holders of record on
November 26, 199¢

The Company paid a cash dividend of $.30 per dfadirer the five-for-one stock split) on October 2297 to holders of record on October 1,
1997.

The Company has declared a cash dividend of $.43hzee (after the five-for-one stock split) payabh March 26, 1998 to holders of record
on March 2, 1998.

The amount, if any, of future dividends will be elehined by the Company's Board of Directors antideipend upon the Company's
earnings, financial conditions and other factonssidered by the Board of Directors to be relevBanking regulations limit the amount of
dividends that may be paid without prior approviaihe Comptroller of the Currency. See Footnotedlthe Financial Statements.

STOCK DIVIDENDS. There was no stock dividend in I98or the year ending December 31, 1996 the Coypaid a stock dividend of
7.14% on April 1, 1996. This amounted to one sHiarevery 14 shares in 1996. On April 29, 1997,shareholders approved a five for one
stock split which was effective May 1, 19¢
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The following table shows consolidated operatingd eapital ratios for the Company for the last thyears:

Return on Average Assets
Return on Average Equity
Dividend Payout Ratio

Equity to Assets Ratio

Item 6. SELECTED FINANCIAL DATA

SELECTED FINANCIAL INFORMATION

For the Year Ended December 31
RESULTS OF OPERATIONS

Interest Income $ 11,07
Interest Expense 4,58
Net Interest Income 6,48
Non-Interest Income 95
Non-Interest Expense 4,84
Net Income 1,80

BALANCE SHEET DATA

Total Assets $158,54
Loans - Net 101,62
Allowance for Loan Losses 60
Securities 40,40

Total Deposits 138,39
Stockholders' Equity 17,03
PER SHARE DATA

Net Income $

Cash Dividend $

Book Value at Year End $
Market Value $

Shares Outstanding 1,69
Weighted Average Shares 1,69

(Retroactively adjusted for stock dividends anatksteplit)

11

997 1996

997 1996 1995

.19% 1.20% 1.34%

.06% 10.75% 11.59%

.30% 23.58% 15.31%

.95% 11.37% 11.85%

1995 1994

2,851 $ 9,799,815

$ 9,226,500 $ 8,206,596

8,056 3,912,761

3,418,782 2,747,297

4,795 5,887,054

5,807,718 5,459,299

0,662 930,986

763,054 785,551

9,182 4,555,398

4,228,922 3,981,801

2,275 1,614,642

1,664,783 1,617,049

2,163 $140,898,057

$125,308,204 $114,565,971

7,427 92,087,902

75,468,504 71,998,929

9,539 546,954

557,961 628,957

0,374 36,054,324

38,954,494 32,341,350

1,327 123,461,379

109,020,551 100,532,031

9,300 15,510,083

14,485,510 12,723,940

1.06 095 $

097 $ 0.95

0.30 022 $

014 $ 0.09

853 $ 7.49

$
$

10.03 $ 913 $
$

38.00

2720 $

2200 $ 14.00

8,950 339,790

317,481 296,613

8,950 1,698,950

1,698,950 1,698,950




-21 -
Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

This discussion is intended to compare the perfanmaf the Company for the years ended December®L, 1996 and 1995. The reviev
the information presented should be read in conjonavith the consolidated financial statements aocbmpanying 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, Chautauqua and Gaitars Counties of Western New York. The Bank seitgasarket through six banking
offices located in Angola, Derby, Evans, Forestyilamburg and North Boston, New York. The Bankisgipal source of funding is throu
deposits which it reinvests in the community in fitien of loans and investments. Deposits are irstoehe applicable limit by the Bank
Insurance Fund ("BIF") of the Federal Deposit llasize Corporation ("FDIC"). The Bank is regulatediy Office of the Comptroller of the
Currency.

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

RESULTS OF OPERATIONS

Net income in 1997 of $1,802,275 resulted in eag®iper share of $1.06, which compares with netnmecof $1,614,642, or $.95 per share
1996 and $1,664,783, or $.97 per share, in 1998.iftrease of 11.6% in net income in 1997 over iB@&rates the income benefit of the
Bank's increased presence in the Western New Yek &let income had declined 3% from 1995 to 1986td increased overhead related to
the Bank's $2.2 million expansion plan implemerdeer those two years. In 1997, new business at#iithe to the operation of two additional
locations, a branch office in Hamburg, NY, whicteapd in October, 1995, and the Evans, NY brancichwdpened in May, 1996,
contributed to the Bank's asset growth and impraadings.

NET INCOME ($ Millions)

1993 1.6
1994 16
1995 1.7
1996 16
1997 1.8
Net interest income, the difference between int erest income and fees on

earning assets, such as loans and securitiesnandst expense on deposits, provides the basisddank's results of operations. These
results are also affected by non-interest incohlmeptovision for credit losses, non-interest expeasad income taxes.

NET INTEREST INCOME

Net interest income, before the provision for créases, increased 10.2% from 1996 to 1997, coadp@ran increase of 1.4% from 199¢
1996. Average earning assets increased $15.8 mdlid2.7% in 1997. The tax-equivalent yield earoedhose assets was 8.31% compared
to 8.27% in 1996. The increase in both rate andmelwas sufficient to offset an increase of $13ilBan, or 13.6%, in average interest-
bearing liabilities in 1997 over 1996 and an inseem the average cost of funds of 12 basis pdiras) 3.99% in 1996 to 4.11% in 1997. In
1997, the Bank's net interest margin was 4.59% emetpto 4.64% in 1996.

The increase of only 1.4% in net interest incom&d@6 over 1995 was largely the result of an ireeaa the average cost of funds versus
virtually no change in the tax-equivalent yieldearning assets. The average cost of funds increasbdsis points from 3.77% in 1995 to
3.99% in 1996. The tax-equivalent yield on earrdaegets changed only one basis point over thatgamed, declining from 8.28% in 1995 to
8.27% in 1996. Average earning assets increaséd in 1996 over 1995 versus a volume increase @b8rlinterest-bearing liabilities. The
net interest margin was 4.64% compared to 4.999985.

The Federal Reserve Board increased the federds fiate a quarter of a percent at its March 267 188eting. This was the only move in
rates in 1997, and only the second in two years.Hdderal Reserve Board had reduced the fedemds fate a quarter of a percent in January
of 1996.

The Bank constantly monitors its exposure to irgerate risk. The proper management of interessitea funds will help protect the Bank's
earnings against extreme changes in interest Hat&@895, the Bank established an Asset/Liab
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Management Committee ("ALCQ") for the purpose ddlaating the Bank's short-range and long-rangedityuposition and the potential
impact on capital and earnings as a result of sudtlanges in interest rates. The Bank adoptedsat/kability policy which specifies
minimum limits for liquidity and capital ratios. Manum limits have been set for the negative imacteptable on net interest income and
the market value of assets as a result of a shifiterest rates. The asset/liability policy alsolides guidelines for investment activities and
funds management. The ALCO meets monthly to retiemBank's status and formulate its strategy basezlirrent economic conditions,
interest rate forecasts, loan demand, depositiliglaand the Bank's earnings 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 portfolidl997, $60,000 was charged against earnings éditdnsses. This amount was also
charged against earnings in 1996. In 1995, the Bigalated the methodology it uses to calculatedberve amount for credit losses. After
considering loan concentrations, charge-off histdgfinquent loan percentages and general econmmititions, the Bank reversed $86,933
of its provision for credit losses in 1995. Thdduling table summarizes the Bank's actual crediés, total of noperforming loans and tof
allowance for credit losses for 1997, 1996 and 188 in dollars and as a percentage of totaldaaristanding:

1997 199 6 1995

Actual Credit
Losses $ 47,000 0.05% $ 77,000 0.08% $11,000 0.014%

Non-Performing
Loans $987,000 0.96%  $230,000 0.20% $312,000 0.470%

Allowance for
Credit Losses $609,539 0.59%  $546,954 0.59% $557,961 0.730%

Although, during 1997, nonperforming loans increbgeer the unusually low level of the prior yedr)@ans in this category are considered
well-collateralized and in the process of colleatids a result, no significant losses are antigigat

NON-INTEREST INCOME

Total non-interest income increased approximatly,00 in 1997 from 1996 compared with an incredsgproximately $168,000 in 1996
from 1995. In 1997, service charge income was 8B@compared to $667,839 in 1996. Service chargane had increased approximately
$106,000 in 1996 over the prior year as the resfidn increase in the Bank's service charges whahimplemented in September of 1995.

Other non-interest income decreased approxima&B0® in 1997 from 1996. In 1996, the Bank recei$28,000 in state and federal tax
refunds for the 1994 tax year and the Bank's la@dinity resulted in a high level of loan-relateddme. In 1997, the increase in the cash
surrender value of life insurance policies caroadccertain bank officers was approximately $64,00Gus an increase in value of
approximately $45,000 in 1996.

Gains realized on the sale of assets increase@@2#) 1997 from 1996. Net losses on the salesairities were $2,000 in 1997 whereas in
1996 net losses totalled $23,000. In 1996, the Baplerienced a loss of $61,000 on a residual boaidvas called for redemption in full.
This loss was partially offset by net gains on pkhsales of securities of $38,000 that year. Rnermireceived on sales of student loans t
Student Loan Marketing Association ("SLMA") were8$200 in both 1996 and 1997 and premiums receineshfes of mortgages to the
Federal National Mortgage Association ("FNMA") wé&&,000 in 1997 as compared to $6,000 in 1996.Bidrk became affiliated with both
SLMA and FNMA in 1995.

NON-INTEREST EXPENSE

In 1997, the ratio of non-interest expense to ayeessets was 3.18% compared to 3.37% in 1996.40863n 1995. Non-interest expense
categories include salaries, occupancy expengeayseand maintenance, advertising and professsBralces , among others. Occupancy
expenses increased 19.5% in 1997 over 1996. Ttiisdse included a full year of depreciation onTiben of Evans office and additional
depreciation costs resulting from capital expendiun 1997. A new mainframe computer system, ateé&phone system, check imaging
hardware and software and additional personal coenpand printers were all purchased during theseoaof the year. Changes in check
processing and computer operations which resuttad these purchases have also reduced staffingreeggnts in these areas, and through
staffing reassignments, attrition and the use dffime employees, the Bank has been able to closditary and benefit expenses. These
expenses declined $11,000 from 1996 to 1997. Theaf@rofessional services increased $96,000 &Y I¥er 1996. The Bank incurred
additional fees due to work done by its accountantsattorneys in reference to the -for-one stock split in 199
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STOCKHOLDERS' EQUITY ($ Millions)

1993 115
1994 12.7
1995 145
1996 155
1997 17.0

and the implementation of the dividend reinvestnmamn for shareholders. The Bank also hired a dtarguin 1997 to study the Bank's daily
operating procedures to identify areas where efficies could be improved. Recommendations resuitimg this study are in the process of
being implemented. The income benefit is expeaduttongoing and is expected to surpass the caisé aftudy in the first year.

In 1997, the Bank's FDIC insurance assessmentasetefrom $2,000 to $15,328. In 1996, as a welitalired institution, the Bank was
assessed the minimum $2,000 premium. This mininreunoilonger required by law. However, starting dap2, 1997 as a Bank Insurance
Fund ("BIF") member, the Bank is being assesse@lG0 interest payments at a rate of 1.28 cent$p@®0 in deposits annually. In 1996, the
Bank's insurance assessment had dropped to $2@005820,231 in 1995 as the FDIC responded toutéuinding of the BIF by decreasing
premiums. In 1995, the premium was reduced fror8 e $100 of deposits to $.04 per $100 of depdsits996, the rate was reduced to
zero with a minimum charge of $500 per quartemfell capitalized banks. The Bank was assessedahthimum rate, and it remains well
above the regulatory minimums for the key measafespital adequacies as disclosed in note 12efittancial statements.

TAXES

The provision for taxes in 1997 of $724,000 reflean effective tax rate of 28%. This compares &FH0 and 26% in 1996 and $764,000
and 31% in 1995. In 1997, the Bank increased itdihgs of tax-advantaged municipal bonds by 38%gffiting its overall tax position.
Additionally, $75,000 in income recorded in 1997tas result of the increase in the cash surrenakeievof life insurance policies held on
certain bank officers and directors is nanable. In 1996, there was a change in the cortiposif the deferred tax calculation, resultingaim
overall decrease in the effective tax rate from5L9%his decrease was over and above that whiclexgected due to tax-exempt securities
income, untaxed CSVLI income and tax refunds resgiwhich are not taxable.

FINANCIAL CONDITION

The Bank had total assets of $158.5 million at Bdwer 31, 1997, increasing $17.6 million or 12.5%oecember 31, 1996. Net loans
increased $9.5 million or 10.3% in 1997 over 199§an growth was funded by an increase of $14.9anilin deposits, or 12.1%. Excess
funds were invested in securities resulting inramréase of $4.3 million, or 12.1% in the securifiestfolio. Capital increased $1.5 million or
9.7%, basically due to the retention of earnings.

LOANS

Loans comprised 68.7% of the Bank's total averageimg assets in 1997. For the first time, the Baumpassed the $100 million mark in net
loans, reaching $101.6 million by year-end. Theease of 10.4% in actual year-end balances in #8987 1996 compares to an increase of
22% in 1996 over 1995. The Federal Reserve loweried in July and December of 1995 and again inalgrof 1996 contributing to
increased loan demand throughout 1996. The FeRes#rve raised rates 25 basis points in early 198 #espite this increase, loan demand
remained strong through 1997. The expansion oBHre's trade area since 1995 has also had a mositpact on loan activity.

NET LOANS ($ Millions)
1993 67.8

1994 72.0

1995 75.5

1996 92.1

1997 101.6

The Bank continues to focus its lending on comnad@md residential mortgages, small commercialdaard home equity loans. Commercial
mortgages make up the largest segment of the fior&o43.8%. Residential mortgages comprise 2304%e portfolio and commercial loa
total 12.6%. Home equity loans make up 15.5% @l toans.

The Bank currently retains the servicing right$207 million in lon-term mortgages sold to the Federal Natic
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Mortgage Association ("FNMA") since becoming a memim 1995. This arrangement allows the Bank terdfing-term mortgages without
exposure to the associated risks, while retainirgjamer account relationships.

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 sybsetly purchases those loans when the studentigfoespayment. In 1997, student loan
balances increased 2.3% over 1996. Student loamdxed had decreased 13.4% in 1996 from 1995 amdaded 60% in 1995 from 1994
levels, due to the sale of loans to SLMA.

At December 31, 1997, the Bank had a loan-to-dépatso of 73.9%, and estimated its unloaned ceeodits at $4.6 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 r@ntaB1.3% of the Bank's earning assets at DeceBher997.

SECURITIES ($ Millions)
1993 33.4
1994 32.3
1995 39.0
1996 36.1
1997 40.4

Since deposit growth exceeded the volume necessdupd loan demand, an additional $4.3 million wliascted into the securities portfolio
in 1997. In 1996, deposit growth was insufficiemstpport loan growth. Proceeds from matured altissurities were used to provide the
additional funding necessary. As a result, the sges portfolio decreased $2.9 million from 19@5611996. The portfolio remains concentra
in US government and government agency securitidgax-exempt municipal bonds of varied maturity.iBcreasing the percentage of tax-
advantaged municipal bonds in the portfolio andiogth the average balance maintained in federalfsold, the tax-equivalent yield on
securities and federal funds sold improved to 6.57%997 from 6.51% in 1996.

In 1994, the Bank adopted Financial Accounting &sad 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 Barngi@ass as held to maturity are stated on the balaheet at amortized cost, and those
designated as available for sale are reportedranfket value. The unrealized gains and lossesvailable for sale securities are recorded,
net of taxes, as a separate component of shareboddgiity. Transferring a security from one catgdo another results in certain accounting
consequences. In 1995, Financial Accounting Stalsd@oard allowed a one-time reclassification olsities without penalty. As a result of
this one-time window of opportunity, the Bank resslified the majority of its bonds in the held totardy category as available for sale. This
reclassification was made after careful considenatif the Bank's anticipated liquidity needs arelghesent and future impact of such a
transfer on the Bank's earnings and capital.

DEPOSITS

Total deposits increased $14.9 million in 1997 dl@®6. All categories of deposits increased, withrmost significant growth occurring in
demand deposits and time accounts with balancesdess of $100,000. Actual year-end balances of7$2ilion in demand deposits reflect
an increase of 7.6% over 1996 levels. Time acconves $100,000 increased 62% in 1997 over 199&oAigh large time accounts have
traditionally been obtained from municipal depostthrough the competitive bidding process, nevoants have been attracted from
commercial and retail customers over the past tearyas a result of the Bank's broadened market.

TOTAL DEPOSITS ($ Millions)
1993 99.9

1994 100.5

1995 109.0

1996 123.5



1997 138.4

The Bank continues to evaluate ways to improveitsting deposit products to meet customer needaietl as
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develop new products which will keep the Bank cotitipe in the marketplace. With both of these gaalmind, the Bank introduced the
Premium Savings, a tiered rate retail savings prhdin May of 1997. This product is designed tovyide an option for high balance custon
who prefer the liquidity and safety of an insurestiegs product, but are looking for a competitigger At December 31, 1997, Premium
Savings balances totalled $5.5 million. About lwdithe initial deposits made have been identifiethew money, with the remainder
transferring into the Premium from other Bank défpascounts.

LIQUIDITY

The Bank seeks to manage its liquidity so thet éble 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 1997, overnight federal funds balamsesaged $2.3 million. The maturities of the
Bank's investments are laddered in such a way potade runoff at times that a liquidity need naajse. At December 31, 1997,
approximately 11.6% of the Bank's securities hattragtual maturities of one year or less and 4thhthmaturity dates of five years or less.
At December 31, 1997, the Bank had net short-téyoidity of $5.9 million compared to $8.1 million Becember 31, 1996. Available assets
of $44.4 million less public and purchased liakgbtof $29.7 million resulted in a long-term ligifydratio of 149% compared to 204% at
December 31, 1996. Although the Bank believesstdficient resources in its securities portfaianeet its short-term and long-term
liquidity needs, the Bank also has the option ticpase up to $4,000,000 in federal funds from driss@orrespondents.

The Bank is a member and shareholder of the FeHierale Loan Bank ("FHLB") which will make cash adees of various terms at
competitive rates to its members. Advances of ud7t@ million can be drawn on the FHLB, via the @wght Line of Credit Agreement, and
an amount equal to 25% of the Bank's total assetlel e borrowed through the advance programs wetéain qualifying circumstances.

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 iepat 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 ratesisigr assets and rate sensitive liabilities matyor repricing during a given time frame. A
"positive" gap results when more assets than it@sireprice 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,
1997, the Bank was in a negative gap position, §th.5 million more in rate-sensitive liabilitiespricing over the next year than in rate
sensitive assets. The Bank's asset/liability liastdefined in its asset/liability policy, is afdience of +/115% of the Bank's total assets wt
amounted to +/- $23.8 million at December 31, 199irefore, the Bank's negative gap position wabwithin its policy limits. The gap

ratio (rate sensitive assets/rate sensitive ligds) at that date was 82%.

MARKET RISK

When rates rise or fall, the market value of thelBaassets and liabilities will increase or desee@s part of the Bank's asset/liability poli
the Bank has set limitations on the negative impathie 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 w#ltiee available for sale portfolio per
Financial Accounting Standard No.

115. A limitation of a negative ten percent of taapital before FAS 115 (after tax) has beenaehfin the asset/liability policy as the
maximum impact to equity that would be acceptahitezear end, the impact to equity as a result ofking available for sale securities to
market was an unrealized gain of approximately $X10. On a quarterly basis, the available for pal#folio is shocked for immediate rate
increases of 100 and 200 basis points. At Deceibet997, the Bank determined that it would také@@mediate increase in excess of 200
basis points to eliminate the current capital aushi’he Bank also reviews the Bank's capital ratios quarterly basis. Unrealized gains or
losses on available for sale securities are ndaded in the calculation of these rati
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The following table provides information about B&nk's on-balance sheet financial instrumentsab@asensitive to changes in interest rates.
Expected maturity date values for interest-earaisgpts were calculated by adjusting the contrantaglirity date for expectations of
prepayments. Expected maturity date values forestebearing core deposits were calculated based egtimates of the period over which
the deposits would be outstanding.

Off-balance sheet financial instruments at Decertied 997 included $6,537,000 in undisbursed lofesedit at an average interest rate of
9.48%, $1,030,000 in fixed rate loan originatiomeoitments at 12.23%, $8,383,000 in adjustablelogte origination commitments at
9.85%, and $551,000 in adjustable rate lettersafitat an average rate of 10.50%.

Expected maturity date-
year ended December 31, 1998 1999 2000 2001 2002 Thereafter To tal Fair Value

INTEREST-EARNING
ASSETS ($000S)

Loans Receivable, Fixed Rate 7,953 4,536 5,115 3,591 3,184 15,514 39 ,893 39,944
Average Interest Rate 8.87%  9.16% 9.24% 888% 8.75% 8.71%
Loans Receivable, Adj. Rate 13,341 3,642 3,711 4,618 3,422 33,538 62 344 62,425
Average Interest Rate 9.65%  9.28% 9.33% 9.05% 9.12%  8.92%
Investments 4,938 2,544 5128 1,182 4,665 21,943 40 ,400 40,437
Average Interest Rate 6.51%  6.52% 599% 6.92% 6.87% 7.04%

INTEREST-BEARING
LIABILITIES ($000S)

Deposits 64,596 22,431 12,827 12,024 4,822 10 116 ,710 117,053
Average Interest Rate 4.80%  3.92% 267% 251% 299% 7.75%

Repurchase Agreement 1,059 0 0 0 0 0 1 ,059 1,059
Average Interest Rate 3.00%

CAPITAL EXPENDITURES

Large capital expenditures scheduled for 1998 aelilhe equipment and software necessary to praideustomers with the option of
conducting banking transactions by telephone oayparsonal home computer. This project is expeotedst approximately $240,000. In
1997, the Bank purchased statement imaging equipamehupgraded its mainframe and archiving systdinis. kind of expenditure enable
the Bank to continue to provide quality customevwise despite increased work volumes. The Banleliel that it has a sufficiently strong
capital base to support these capital expenditithscurrent assets and retained earnings.

IMPACT OF INFLATION AND

CHANGING PRICES

There will always be economic events, such as amirgthe 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 tfesers are unknown, management atter
to structure the balance sheet and the repriceqgufency of its interest-sensitive assets and fi@silto avoid a significant concentration that
could result in a material negative impact on eaysi

THE NEW MILLENNIUM

The Year 2000 poses serious challenges to all tridssincluding banking. An action plan has beamiulated and accompanying timetable
established for Year 2000 compliance. Represeemfiom each area of the Bank and the computegragsand programming analyst meet
monthly to discuss Year 2000 issues and track #re&kB progress. At present, the Bank is on scheduempleting its Year 2000 initiatives.
Since the Bank is continually upgrading and impngyits technologyi, it is not anticipated theseiatives will materially impact normal
budgeted software cos
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Item 8. FINANCIAL STATEMENTS
See Part IV, Item 14, "Exhibits, Financial Statetseé3chedules 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 REG ISTRANT

INFORMATION REGARDING DIRECTORS

The following table sets forth the names, agespasitions of the Directors of the Company.

Term
Name Age Position Expires
N—(;—r;ﬂnees for Dire;:—t-ors: ---------------
Phillip Brothman 59 Director 1998
David M. Taylor 46 Director 1998
Thomas H. Waring, Jr. 40 Director 1998
Directors:
Robert W. Allen 72 Secretary, D irector 1999
William F. Barrett 56 Director 1999
Richard M. Craig 60 Chairman of Board, President, 2000
CEO, Directo r
LaVerne G. Hall 60 Director 2000
David C. Koch 62 Director 1999
Richard C. Stevenson 89 Director 2000

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

Mr. Brothman has been a Director since 1976 a@adpartner in the law firm of Hurst, Brothman & Yclsi

Mr. Taylor has been a Director since 1986 and ésieent of Concord Nurseries, Inc.

Mr. Waring has been a Director since January 181B@ is the principal of Waring Financial Group,iasurance and financial services firm.
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. Craig joined Evans National Bank (the "Banki)1i987 and has served as President and Direct® $®88. In 1989 he was appointed
Chief Executive Officer, and was, in January 19880 elected Chairman of the Board. Previouslywhe the Administrative Vice President
of M&T Bank.

Mr. Hall has been a Director since 1981. He isftlmer Chairman of the Board of L.G. Hall Buildi@pntractors, Inc
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Mr. Koch has been a Director since 1979 and is 1@t and Chief Executive Officer of New Era Cap,Quc.
Mr. Stevenson has been a Director since 1958 aRtesident of Stevenson Realtors and ChairmareoBtard of Evans Land Corp.

Mr. Carl F. Ulmer served as a director (since 196¥%) the Chairman of the Board of Directors (sibi@€5) until his retirement on December
31, 1997. Mr. Ulmer also served as President an@ 6Bhe Bank from 1967 until 1989.

The committees of the Board of Directors, whichraseinated by the Chairman of the Board and apmftyethe Board of Directors, are as
follows:

Loan Committee:

William F. Barrett, Chairman Robert W. Alle n Richard M. Craig
David C. Koch

The Loan Committee met ten times during 1997. lippse is to review and approve loans exceeding,$86 or loans that are non-
conventional.

Investment Committee:

Richard M. Craig, Chairman David M. Taylo r

The Investment Committee met once in 1997. Thedtment Committee meets a minimum of once a yesview the liquidity of the
investment portfolio and discuss investment stiateg

Planning Committee:

LaVerne G. Hall, Chairman William F. Bar rett Richard M. Craig
David C. Koch

The Planning Committee met twice in 1997. The Flap@ommittee is responsible for reviewing thetsigéc plan of the Bank and actions
taken to obtain those objectives.

Loan Review Committee:

Phillip Brothman, Chairman Richard M. Cra ig LaVerne G. Hall
David M. Taylor

The Loan Review Committee met four times during7L98 purpose is to insure the Bank's provisioth mmserve for credit losses are
adequate. The Loan Review Committee meets quaméitiythe Bank's Loan Review Officer, who indepemitieconducts the loan review. ,
a result of her recommendations, loans are gradsedupon payment history, credit strength of veeraand other factors. This information
is then aggregated to determine the overall adgrofahe credit loss reserve.

Audit Committee:

Phillip Brothman, Chairman Robert W. Alle n Richard M. Craig
David C. Koch David M. Taylo r
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The Audit Committee met three times in 1997. Theniners of the Audit Committee receive from the intédrauditor 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 regulatiotiser regulatory and supervisory authorities, #tiedBank's internal policies. In addition,
the Audit Committee recommends to the Board of @os the services of a reputable certified pudicounting 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. Alle n Richard M. Craig

The Insurance Committee met once during 1997. ddnismittee reviews the coverage of insurance paliofdhe Bank and monitors costs.

Human Resource Committee:

Richard C. Stevenson, Chairman William F. Bar rett Richard M. Craig
LaVerne G. Hall David C. Koch

The Human Resource Committee met twice during 1R9purpose is to review management's recommeardas it relates to job
classification, salary ranges and annual merieiases. 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 twelweets during 1997. Each incumbent director of the @amy, except for Mr. Koch and Mr.
Ulmer, attended at least 75% of the aggregate tti@imeetings of the Board of Directors and then@uttees of which they were membe
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SECTION 16(A) BENEFICIAL OWNERSHIP REPORTING COMRANCE

Section 16(a) of the Securities Exchange Act o#41@fjuires the Company's executive officers anecttirs, 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 1997 all Section 16(a) filing requirementplgable to its executive officers, direct
and greater than ten percent beneficial owners e@relied with by such persons, except that Mrl Hatl Mr. Brothman each filed one late
report for one transaction in 19¢
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Item 11. EXECUTIVE COMPENSATION

COMPENSATION OF DIRECTORS

For the year 1997, members of the Board of Dirasctagre compensated at the rate of $700 per meetitigthe Secretary receiving $750 per
meeting. Total directors' fees during 1997 amoutdebll 31,450 (including committee fees and $36 &ldeferred compensation).

EXECUTIVE COMPENSATION

There is shown below information concerning theuahiand longerm compensation for service in all capacitiesheoCompany for the yea
1997, 1996 and 1995 of the Chief Executive Offitlee, Senior Vice President of Administration, anel Senior Vice President of the Loan
Division. No other executive officer earned in essef $100,000.

SUMMARY COMPENSATION TABLE

LONG-TERM
ANNUAL COMPENSATIO N COMPENSATION
AWARDS PAYOUTS
NAME OF AND STOCK LONG-TERM
PRINCIPAL OPTION INCENTIVE ALL OTHE R
POSITION YEAR SALARY BONU S OTHER() (SHARES) PAYOUTS COMPENSAT ION
Richard M. Craig 1997 $151,308 $ 14,01 3 $ 3,026 -0- -0- -0-
President & CEO 1996 $142,385 $13,84 0 $ 2,848 -0- -0- -0-
1995 $135,631 $12,59 6 $ 2,692 -0- -0- -0-
James Tilley 1997 $103,059 $ 9,99 1 $ 2,061 -0- -0- -0-
Senior Vice 1996 $97,095 $ 9,87 5 $ 1,942 -0- -0- -0-
President 1995 $93,146 $ 9,46 4 $ 1,836 -0- -0- -0-
William R. Glass 1997 $96,630 $ 9,86 8 $ 1,933 -0- -0- -0-
Senior Vice 1996 $90,235 $ 9,74 3 $ 1,805 -0- -0- -0-
President 1995 $85,300 $ 8,79 9 $ 1,706 -0- -0- -0-
Q) Includes the Bank's contribution to the Em ployee Savings Plan made for the benefit of Mr.
Craig of $3,026 in 1997, $2,848 in 1996, a nd $2,692 in 1995, for the benefit of Mr. Tilley
of $2,061 in 1997, $1,942 in 1996, and $1, 836 in 1995, and for the benefit of Mr. Glass of
$1,933in 1997, $1,805 in 1996, and $1,706 in 1995. See "EMPLOYEE SAVINGS PLAN". Does not
include personal benefits which did not ex ceed 10% of Mr. Craig's, Mr. Tilley's, or Mr.

Glass' salary and bonus in any year.
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Employment Agreements

Mr. Richard Craig, Mr. James Tilley, and Mr. WiliieGlass have each entered into an Employment Agreewith the Bank which runs
through December 31, 2002. Each Employment Agreéprerides that salary will be set annually by Beard of Directors. If the Bank
terminates the Employment Agreement without catleeBank is obligated to continue to pay base gdtarthe longer of three months or 1
remainder of the term of the Employment Agreement.

Pension Plan

The Bank maintains a defined benefit pension ptarall eligible employees. An employee becomesegest 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&srs of service up to a maximum of
fifteen years of service. In 1994, the pension plas amended to change the benefit to 1% of avenag¢hly compensation multiplied by
years of service up to a maximum of thirty yearsaice. However, the benefits already accruedrbgloyees prior to this amendment w
not reduced by the amendment. Mr. Craig, Mr. Tilleyd Mr. Glass are participants in the pension,@ad as of December 31, 1997, Mr.
Craig had nine years of credited service and $IPpfmverage monthly compensation; Mr. Tilley hagheyears of credited service and
$8,429 of average monthly compensation; and Mrs&had four years of credited service and $8,1@8efage monthly compensation.

Supplemental Executive Retirement Plans

In 1995, the Bank entered into non-qualified Suppetal Executive Retirement Plans ("SERP's") wathtMr. Craig and Mr. Tilley to
provide retirement benefits to supplement theirdfighunder the Bank's pension plan and replacb¢nefits reduced by the 1994 amendr
to the Pension Plan. See "PENSION PLAN". UnderSB&P's Mr. Craig and Mr. Tilley are entitled to aidaal annual pension payments of
$63,882 and $60,319, respectively, for 20 yeaes aftirement at age 65, unless their employmetetrisinated earlier. The SERP's also
provide death benefits in the event the executigs grior to age 65 which are payable over 10 y&&s©f December 31, 1997, the annual
death benefit amounts for Mr. Craig and Mr. Tillegre $63,577 and $45,335, respectively. The Baskpbachased a life insurance policy
both Mr. Craig and Mr. Tilley to assist in fundiitg obligations under the SERP's.

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 imeximum of 15% of their base pay. An automatic f%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 pigrdict invests. Specific guidelines
govern adjustments to contribution levels, investhtecisions and withdrawals from the plan. Theefiers 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, Mr. Tilley, and Mr. Glas
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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 398, the number (rounded to the nearest whole ybamitstanding shares of Common Si
beneficially owned by (i) each shareholder knowrthiey Company to beneficially own more than 5% ef @ompany’'s Common Stock, (ii)
directors and nominees of the Company individualhd (iii) by all executive officers and direct@as a group:

Nature and Amount of Perce nt of

Name Beneficial Ownership Cl ass
Robert W. Allen (1) 29,775 1.8%
William F. Barrett (2) 161,345 9.5%
Phillip Brothman (3) 23,910 1.4%
Richard M. Craig (4) 8,022 .5%
LaVerne G. Hall (5) 57,782 3.4%
David C. Koch (6) 25,590 1.5%
Richard C. Stevenson (7) 54,880 3.3%
David M. Taylor (8) 6,840 4%
Thomas H. Waring, Jr. 500 1%
Directors and Officers as a Group 370,144 2 1.8%
(11 persons)
D@)(3R)(A)(B)(6)(7)(8)(9)(10)
Q) Includes 2,740 shares owned by Mr. Allen's wife.
(2)  Includes 12,850 shares owned by Mr. Barret t's wife, 30,940 shares owned jointly by Mr. Barret tand

his wife and 6,345 shares held for Mr. Bar rett's son, as to which he disclaims beneficial

ownership.
(3) Includes 1,473 shares owned by Mr. Brothma n's wife and 2,704 shares held by a pension plan of

which Mr. Brothman is a trustee and a part icipant.
(4) Includes 5,343 shares owned jointly by Mr. Craig and his wife and 161 shares owned by Mr. Cra ig's

daughter, as to which he disclaims benefic ial ownership.
5) Includes 26,349 shares owned by Mr. Hall's wife.
(6) Includes 1,485 shares owned jointly by Mr. Koch and his wife, and 775

shares owned by Mr. Koch's son, as to whic h he disclaims beneficial

ownership.
(7)  Includes 3,225 shares owned by Mr. Stevens on's wife, also includes

12,635 shares held by Mr. Stevenson as con servator for Evelyn Simonsen

and 1,060 shares held in a trust for F. Ev elyn Beardsley as to which he

disclaims beneficial ownership.
8) Includes 300 shares owned by Mr. Taylor an d his wife.
(9) Includes 413 shares owned by Mr. James Til ley, Assistant Secretary of

Evans Bancorp, Inc., 10 shares held by Mr. Tilley in trust for his

grandson, and 75 shares owned jointly by M r. Tilley and his mother.
(10) Includes 1,000 shares owned by Mr. William Glass, Treasurer of Evans

Bancorp, Inc., held jointly with Mr. Glass

's wife.
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Item 13.CERTAIN RELATIONSHIPS AND RELATED TRANSACTI ONS

The Bank has had, and in the future, expects te banking and fiduciary transactions with Directansl Executive Officers of the Company
and some of their affiliates. All such transactiblase been in the ordinary course of business aralibstantially the same terms (including
interest rates on loans) as those prevailing atirtie for comparable transactions with others.

PART IV
Item 14. EXHIBITS, LIST AND REPORTS ON FORM 8-K

The following financial statements and independertitors' report thereon are included herein oiraverporated by reference are included
from 1997 Annual Report to Shareholders pages fuh 87 in response to Part Il, Item 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 theyatrapplicable, 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 Incorporatio n n/a
3.2 Certificate of Amendment to
Certificate of Incorporatio n n/a
3.3 By-Laws (1) n/a

3.4 Amended Section 204 of By-L aws (4) n/a
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3.5 Amended Section 203 of By-Laws ( 6) 37
4.1 Specimen common stock certificat e (3) n/a
10.1 Employment Agreement dated Augus t 19, 1997

between the Bank and Richard M. Craig (6) 39
10.2 Employment Agreement dated Augus t 19, 1997

between the Bank and James Tille y (6) 45
10.3 Employment Agreement dated Augus t19, 1997

between the Bank and William R. Glass (6) 51
10.4 Specimen 1984 Director Deferred Compensation

Agreement (2) n/a
10.5 Specimen 1989 Director Deferred Compensation
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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,
Chai r man

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:

Si gnature Title Dat e
Chai r man
/sl Richard M Craig Presi dent March 28, 1998
-------------------------- (Chi ef Executive
Richard M Craig O ficer), Principal
Accounting O ficer and
Di rector
/sl James Tilley Assi stant Secretary March 28, 1998

James Tilley

/sl Wlliam R d ass Treasurer March 28, 1998

Wlliam R d ass

/sl Robert W Allen Di rector March 28, 1998

Robert W Allen

/sl LaVerne G Hall Di rector March 28, 1998

LaVerne G Hall

/sl Richard C. Stevenson Di rector March 28, 1998

Ri chard C. Stevenson

/sl David M Tayl or Di rector March 28, 1998

David M Tayl or

/sl Thomas H. Wring Di rector March 28, 1998

Thomas H. Waring
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EXHIBIT 3.5

AMENDED SECTION 203 OF BY-LAWS

On December 16, 1997, Section 203 of the By-Lawswans Bancorp, Inc. was amended by changing thdsx®ar Value" to "Market
Value" and increasing the amount to $10,000 soghiat section as amended reads as follows:

Section 203

Every director must be a shareholder of the Cotmmrand shall own in his/her right a minimum of0$100 aggregate market value of stock
in the Corporation in order to qualify as such diog. Any director shall forthwith cease to be sedior when he/she no longer holds such

shares, which fact shall be reported to the Boafdirectors by the Secretary, whereupon the Bo&iectors shall declare the seat of such
director vacatec
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EXHIBIT 10.1
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EMPLOYMENT AGREEMENT

THIS AGREEMENT, entered into this 19th day of Augu®97, by and between EVANS NATIONAL BANK, a ratal banking
corporation with offices at 14-16 North Main Strehgola, New York, hereinafter referred to as'tBank,” and RICHARD M. CRAIG
referred to as the "Employee," for the employmdrEmployee by the Bank.

WHEREAS, the parties entered into an Employmentagrent on the 1st day of July, 1987 and
WHEREAS, the parties now wish to update and moslifigl agreement, the parites hereby agreement foltbeing terms and conditions:

1.TERM OF EMPLOYMENT: Unless terminated pursuanttie terms of this Agreement, the Bank and Empl@agree that the term of
employment shall be for a period commencing on dgni, 1997, and terminating December 31, 2002h $eren of employment shall be
extended for one (1) additional year on or befareeJ30, 1998 and annually thereafter so that time ¢ this Agreement and any extensions
thereto shall be for five (5) years unless shoddmemutual agreement. In the event the Bank doesxtend by June 30th of each year, this
agreement will automatically renew for one (1) éiddial year.

2.COMPENSATION: Employee shall receive, in exchafayéhis services, hereunder, compensation as fixedially by the Bank Board of
Directors at its January meeting.

3.DUTIES:

A) During the term of his employment hereunder, Eyge agrees to serve as President and Chief Bxeddfficer of the Bank and be
primarily responsible for the direct managemerthefinstitution's resources toward the achieverogstrategic and financial objectives in a
manner which is consistent with Board philosophg palicy, and with various regulatory requiremetsmmunicating with the Board on all
decisions affecting the institution that must bedmat Board level; may provide direct managemehketofunctions as appropriate; represents
the institution in the community and in industryated activities or in such other executive cayawith duties and responsibilities of a

similar nature, as those initially undertaken byhas the Board of Directors may from time to tide¢ermine. Employee also agrees to
perform such other services and duties consistéhttiae office or offices in which he is servingdaits responsibilities as may from time to
time be prescribed by the Board of Directors.

B) Employee shall also serve as a Director of thal@ or elected, and as an officer of the Bank.

C) Employee shall devote his full time, energied
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attention, during normal business hours (excludiagation) to the business and affairs of the Bank.

D) Employee agrees to cooperate with the Bank d@iolytaking such reasonable medical examinatichmay be necessary, in the event the
Bank shall desire or be required to obtain lifauasice insuring Employee's life.

E) Employee shall, except as otherwise providedihgbe subject to the Bank's rules, practicespatidies applicable to the Bank's Execu
Employees.

4 BENEFITS:

A) Employee shall participate in all life, disabjliand medical insurance plans, pensions and sthelar plans which the Bank may have or
may establish from time to time, in which Employgeligible to participate pursuant to the. terimsréof. The foregoing, however, shall not
be construed to require the Bank to establish anly plans or to prevent the Bank from modifyindgeyminating such plans and no such
action or failure thereof shall effect this Agrearne

B) Employee shall be entitled to vacation as deirgethby the Board of Directors for all Bank offiser

C) Employee shall attend such continuing educa@minars and obtain membership in such organiztienequired by the Board; provid
however, that the Bank shall bear the expensesabf activities.

5.WORKING AND OTHER FACILITIES. During the term tfiis Agreement, Employee shall be furnished witthsworking facilities,
secretarial help and other services, as are seitalilis position and adequate for the performanfdes duties.

6.EXPENSES: The Bank will reimburse Employee fas@nable expenses, including automobile and tiagedixpenses, incurred by him in
connection with his employment in the businessefBank upon the presentation by Employee of apigpsubstantiation for such
expenses.

7.CONFIDENTIALITY AND NON-INTERFERENCE: In the course of his employment by Bank, Employee shall have and has had a

to confidential or proprietary data or informatiohthe Bank. Employee shall not at any time, dieutg communicate to any person, nor shall
he direct any Bank employee to divulge or commuwita any person (other than to a person boundbfidentiality obligation similar to
those contained herein.,and other than is necessagrforming his duties hereunder) or used todisteiment of the Bank or for the benefit
any other person, any of such data or informafitre provisions of this section shall survive Emples employment hereunder, whether by
the normal expiration thereof or otherwise. Thentéconfidential" or "proprietary data or informatibas used in this Agreement, shall mean
information not generally available to t he puliticluding, without limitation, personnel informatic
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financial information, customer lists, computergmams, marketing and advertising data. Employea@gledges and agrees that any
confidential or proprietary data or information éiefore acquired was received in confidence.

8.EARLY TERMINATION: Employee's employment hereundball terminate prior to the expiration of thigi&ement or any extensions
thereof, on the following terms and conditions:

A) This Agreement shall terminate automaticallytb@ death of Employee. Notwithstanding the foregpthe Bank shall pay to Employee's
estate any compensation and reimbursable expeosesd to the date of his death which otherwiseldvbave been paid to the Employee.

B) This Agreement shall be terminated, at the Baaleéction, if Employee is unable to perform hiiekihereunder, for a period of six mor

(180) days in any 365 day period (or at such tisitha Bank's "salary continuation" insurance bepefiective) by reason of physical or
mental disability. For purposes of this Agreemé&plysical or mental disability" shall mean Emplo\saeability, due to health reasons, to
discharge properly his duties of employment suggabbly the opinion of a physician satisfactory t® plarties. Should Employee be
subsequently able to return to work after termoratis provided herein, Bank may in its discretemploy Employee in the same capacity or
in such other capacity as may be mutually agreaaider such terms and conditions as the partiessmagree prior to such return however,
Employee shall provide a physicians opinion ceirifyhas ability to return to work.

C) In the event of PERSONAL DISHONESTY, WILLFUL MEG®ONDUCT, GROSS NEGLIGENCE, INCOMPETENCY on Employegart
conduct unbecoming a banker, insubordination, dhénevent of his deliberate failure to fulfill abligations under this Agreement, the
Board of Directors may terminate this Agreemenglwng the Employee two (2) weeks written noticertof. Such termination shall be
effective at the expiration of such two (2) weekice Thereafter the Bank shall not be obligatedenrany of the provisions herein, except as
required by any statute in effect at that time.

D) Employee may voluntarily terminate his employmepon giving the Bank four (4) weeks written netiaf his decision to terminate. Such
a termination shall not constitute a breach of &gseement; provided, however, that Employee dtmlbbligated after the date of such
termination, to continue to be bound by the coondgioutlined in Section 7 hereof.

E) The parties may mutually agree to terminate Alggeement in writing on such terms as they magmieine.

F) The Bank may terminate Employee's employmertiauit cause and without notice; provided, howevet the Bank shall be obligated to
continue to pay Employee's base salary for thedonfjthree (3) months after the date of such teation or the remainder of the term of the
Agreement and provided furth
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that Employee shall be relieved of all further ghtions under this Agreement except for provisipmsuant to Paragraph 7.

G) In the event of a change of control of the Baaskdefined herein, Employee may, at his optioopuginety (90) days written notice,
terminate his employment and shall be entitledltbenefits due him pursuant to this agreementutiog but not limited to salary, for the
remainder of this agreement.

"Change of Control" shall be defined as the actjaisiof 25% or more of the Bank's outstanding sharesuch lower percent which may
constitute a change in control for Bank regulajouyposes, a change in the composition of a majofithe members of the Board of
Directors, a merger or reorganization such thaBtek is not a surviving entity, or the sale of statially all of the Bank's assets.

9.MODIFICATION: This Agreement constitutes the fathd complete understanding of the parties andrseges all prior agreements and
understandings oral or written, between the partigth respect to the subject matter hereof. Thisesment may not be modified or amended
except by an instrument in writing, signed by tlagtp against which enforcement thereof may be sbugh

10.SEVERABILITY: Any term or provision of this Ageenent which is invalid or unenforceable in anygdittion shall, as to such
jurisdiction, be ineffective to the extent of sunkalidity or ur-enforceability without rendering invalid or unenfeable the remaining terms
and provisions of this Agreement or effecting tladidity or enforceability of any of the terms oopisions of this Agreement in any other
jurisdiction.

11. WAIVER OF BREACH: The waiver by either partyabreach of any provision of this Agreement shatloperate as, or be construed as
a waiver of any subsequent breach.

12.NOTICE: All notices hereunder shall be in wigtiand shall be sent by express mail or by certifieckgistered mail, postage prepaid,
return receipt requested, to Employee at his reselas listed in the Bank's records, and to th&kBan Evans National Bank of Angola, 14-
16 North Main Street, Angola, New York 14006, Atien: Mr. Carl F. Ulmer, Chairman.

13.ASSIGNABILITY: BINDING EFFECT: This Agreement alh not be assignable by Employee without the emittonsent of the Board of
Directors of the Bank. This Agreement shall be bigdipon and inure to the benefit of Employee |&igl representatives, heirs and
distributees and shall be binding upon and inutédbenefit of the Bank, its successors and assign

14.GOVERNING LAW: All questions pertaining to thalidity, construction, execution and performanceéhig Agreement shall be constrt
and governed in accordance with the law of theeStANew York.
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15.HEADINGS: The headings in this Agreement arended solely for convenience of reference and leafjfiven no effect in the
construction or interpretation of this Agreement.

IN WITNESS WHEREOF, parties hereto have set thairds and seals the day and year above written.

EVANS NATIONAL BANK

By /s/Carl F. U ner

Carl F. U ner, Chairnman

/s/IRichard M Craig

Richard M Craig
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EXHIBIT 10.2
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EMPLOYMENT AGREEMENT

THIS AGREEMENT, entered into this 19TH day of Augu997, by and between EVANS NATIONAL BANK, a matal banking
corporation with offices at 14-16 North Main Stre&hgola, New York, hereinafter referred to as'tBank," and JAMES TILLEY, residing
at 81 Rutland Street, Buffalo, New York 14220, redd to as the "Employee," for the employment ofptoyee by the Bank.

WHEREAS, the parties entered into an Employmenteagrent on the 1st day of April, 1988 and
WHEREAS, the parties now wish to update and moslifigl agreement, the parties hereby agreement foltbeing terms and conditions:

1.TERM OF EMPLOYMENT: Unless terminated pursuanttte terms of this Agreement, the Bank and Empl@agree that the initial term

of employment shall be for a period commencingamuary 1, 1997, and terminating December 31, 2802h term of employment shall be
extended for one (1) additional year on or befoeeénber 31, 1998, and annually thereafter so ltleaterm of this Agreement and any
extensions thereto shall be for five (5) years smkhortened by mutual agreement. In the ever@dah& does not extend by June 30th of each
year, this agreement will automatically renew foe@1) additional yea

2.COMPENSATION: Employee shall receive, in exchafayéhis services, hereunder, the following compgios as fixed annually by the
Bank Board of Directors at its January meeting.

3.DUTIES:

A) During the term of his employment hereunder, Eype agrees to serve as Senior Vice PresidehedBank and be primarily responsible
for the direct management of institution operatjahsough appropriate department personnel, inrdalachieve qualitative and quantitative
objections as established by the organization'sf@hiecutive Officer and Board of Directors; esistlihg and maintaining effective systems
of management and control throughout the orgamimaproviding direction and supervision to key mggraent personnel or in such other
executive capacity with duties and responsibiliéa similar nature, as those initially undertakgrhim, as the Board of Directors may from
time to time determine. Employee also agrees ttoparsuch other services and duties consistent th@hoffice or offices in which he is
serving and its responsibilities as may from timéirne be prescribed by the Board of Direct
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B) Employee shall devote his full time, energied attention, during normal business hours (exclgidi@acation) to the business and affairs of
the Bank.

C) Employee agrees to cooperate with the Bank dictutaking such reasonable medical examinatiohmay be necessary, in the event the
Bank shall desire or be required to obtain lifauasce insuring Employee's life.

D) Employee shall, except as otherwise provide@ihebe subject to the Bank's rules, practicespatidies applicable to the Bank's
Executive Employees.

4 BENEFITS:

A) Employee shall participate in all life, disabjliand medical insurance plans, pensions and sthelar plans which the Bank may have or
may establish from time to time, in which Employeeligible to participate pursuant to the termerdof. The foregoing, however, shall not
be construed to require the Bank to establish anl plans or to prevent the Bank from modifyingesminating such plans and no such
action or failure thereof shall effect this Agrearne

B) Employee shall be entitled to vacation as deirgethby the Board of Directors for all Bank offiser

C) Employee shall attend such continuing educa@minars and obtain membership in such organiztienequired by the Board; provid
however, that the Bank shall bear the expensesabf activities.

5.WORKING AND OTHER FACILITIES. During the term ofiis Agreement, Employee shall be furnished witthsworking facilities,
secretarial help and other services, as are seitalilis position and adequate for the performanftes duties.

6.EXPENSES: The Bank will reimburse Employee f@s@nable expenses, including automobile and tiagedixpenses, incurred by him in
connection with his employment in the businesefBank upon the presentation by Employee of apigpsubstantiation for such
expenses.

7.CONFIDENTIALITY AND NON-INTERFERENCE: In the course of his employment by Bank, Employee shall have and has had a

to confidential or proprietary data or informatiofithe Bank. Employee shall not at any time, dieuty communicate to any person, nor shall
he direct any Bank employee to divulge or commuwita any person (other than to a person boundbfidentiality obligation similar to
those contained herein and other than is necessagrforming his duties hereunder) or used todistieiment of the Bank or for the benefit of
any othei
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person, any of such data or information. The piowis of this section shall survive Employee's emplent hereunder, whether by the normal
expiration thereof or otherwise. The term "confitiah or "proprietary data or information" as usadhis Agreement, shall mean information
not generally available to the public includingthvaut limitation, personnel information, financiaformation, customer lists, computer
programs, marketing and advertising data. Emplapé@owledges and agrees that any confidentialaprjgtary data or information
heretofore acquired was received in confidence.

8.EARLY TERMINATION: Employee's employment hereundball terminate prior to the expiration of thigr&ement or any. extensions
thereof, on the following terms and conditions:

A) This Agreement shall terminate automaticallytba death of Employee. Notwithstanding the foregpthe Bank shall pay to Employee's
estate any compensation and reimbursable expeosesd to the date of his death which otherwiselevbave been paid to the Employee.

B) This Agreement shall be terminated, at the Baaléction, if Employee is unable to perform hisiekihereunder, for a period of six mor

(180) days in any 365 day period (or at such tisitha Bank's "salary continuation" insurance bepefiective) by reason of physical or
mental disability. For purposes of this Agreemé&plysical or mental disability" shall mean Emplo\se@ability, due to health reasons, to
discharge properly his duties of employment supgabbty the opinion of a physician satisfactory t® plarties. Should Employee be
subsequently able to return to work after termoratis provided herein, Bank may in its discretamploy Employee in the same capacity or
in such other capacity as may be mutually agreaaider such terms and conditions as the partiessmagree prior to such return however,
Employee shall provide a physicians opinion ceirifyhas ability to return to work.

C) In the event of PERSONAL DISHONESTY, WILLFUL MCNDUCT, GROSS NEGLIGENCE, INCOMPETENCY on Emplo‘gegart
conduct unbecoming a banker, insubordination, dhénevent of his deliberate failure to fulfill Fegligations under this Agreement, the
Board of Directors may terminate this Agreemenglwng the Employee two (2) weeks written noticertof. Such termination shall be
effective at the expiration of such two (2) weekice Thereafter the Bank shall not be obligatedeurany of the provisions herein, except as
required by any statute in effect at that time.

D) Employee may voluntarily terminate his employmepon giving the Bank four (4) weeks written netif his decision to terminate. Such
a termination shall not constitute a breacl
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this Agreement; provided, however, that Employesldie obligated after the date of such terminatiorcontinue to be bound by the
conditions outlined in
Section 7 hereof.

E) The parties may mutually agree to terminate Alggeement in writing on such terms as they magmeine.

F) The Bank may terminate Employee's employmertiauit cause and without notice; provided, howevet, the Bank shall be obligated to
continue to pay Employee's base salary for thedonfjthree (3) months after the date of such teation or the remainder of the term of the
Agreement and provided further that Employee dbmallelieved of all further obligations under thigr@ement except for provisions pursuant
to Paragraph 7.

G) In the event of a change of control of the Baasdefined herein, Employee may, at his optioopuginety (90) days written notice,
terminate his employment and shall be entitleditbenefits due him pursuant to this agreementutiog but not limited to salary, for the
remainder of this agreement.

"Change of Control" shall be defined as the actjaisiof 25% or more of the Bank's outstanding sharesuch lower percent which may
constitute a change in control for Bank regulajouyposes, a change in the composition of a majofithe members of the Board of
Directors, a merger or reorganization such thaBtek is not a surviving entity, or the sale of statially all of the Bank's assets.

9.MODIFICATION: This Agreement constitutes the fathd complete understanding of the parties andrseges all prior agreements an
understandings oral or written, between the pantigth respect to the subject matter hereof. Thgsement may not be modified or amended
except by an instrument in writing, signed by tlagtp against which enforcement thereof may be sbugh

10.SEVERABILITY: Any term or provision of this Ageenent which is invalid or unenforceable in anygdittion shall, as to such
jurisdiction, be ineffectivito the extent of such invalidity or un-enforceapilivithout rendering invalid or unenforceable tieenaining terms
and provisions of this Agreement or effecting tladidity or enforceability of any of the terms oopisions of this Agreement in any other
jurisdiction.

11. WAIVER OF BREACH: The waiver by either partyabreach of any provision of this Agreement shatloperate as, or be construed as
a waiver of any subsequent breach.

12. NOTICE: All notices hereunder shall be in writiand shall be sent by express mail or by ceditifieregistered mail, postage prepaid,
return receipt requested, to Employee at his resilas listed in the Bank's records, and to th&kBan Evans National Bank of Angola, 14-
16 North Main Street, Angola, New York 14006, Atien: Mr. Richard M. Craig, President and

CEO.
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13.ASSIGNABILITY: BINDING EFFECT: This Agreement alh not be assignable by Employee without the emittonsent of the Board of
Directors of the Bank. This Agreement shall be bigdipon and inure to the benefit of Employee |&igml representatives, heirs and
distributees and shall be binding upon and inutédbenefit of the Bank, its successors and assign

14.GOVERNING LAW: All questions pertaining to thalidity, construction, execution and performancéhid Agreement shall be constrt
and governed in accordance with the law of theeSiaiNew York.

15.HEADINGS: The headings in this Agreement arerided solely for convenience of reference and 8leadfiven no effect in the
construction or interpretation of this Agreement.

IN WITNESS WHEREOF, parties hereto have set theirds and seals the day and year above written.
EVANS NATIONAL BANK

By /s/Richard M Craig

Richard M Craig, President & CEO

/sl James Tilley

James Tilley
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EMPLOYMENT AGREEMENT

THIS AGREEMENT, entered into this 19TH day of Augu997, by and between EVANS NATIONAL BANK, a matal banking
corporation with offices at 14-16 North Main Strehgola, New York, hereinafter referred to as'tBank,” and WILLIAM R. GLASS,
residing at 31 Braunview Way, Orchard Park, Newkyb4127, referred to as the "Employee," for the leynpent of Employee by the Bank.

WHEREAS, the parties now wish to update and mosfifigd agreement, the parties hereby agree to tlesvioh terms and conditions:

1.TERM OF EMPLOYMENT: Unless terminated pursuanttte terms of this Agreement, the Bank and Empla@aggee that the initial term

of employment shall be for a period commencingamuary 1, 1997, and terminating December 31, 2802h term of employment shall be
extended for one (1) additional year on or befoeeénber 31, 1998, and annually thereafter solileaerm of this Agreement and any
extensions thereto shall be for five (5) years sskhortened by mutual agreement. In the ever@dh& does not extend by June 30th of each
yeatr, this agreement will automatically renew foe@1) additional yea

2.COMPENSATION: Employee shall receive, in exchafagehis services, hereunder, the base compensasifimed annually by the Bank
Board of Directors at its January meeting.

3.DUTIES:

A) During the term of his employment hereunder, Eoype agrees to serve as Senior Vice PresidehedBank and be primarily responsible
for the management, supervision, and directiorlldban activities, and loan department personnel.

B) Employee shall devote his full time, energied attention, during normal business hours (exclgidi@cation) to the business and affairs of
the Bank.

C) Employee agrees to cooperate with the Bank dietutaking such reasonable medical examinatichmay be necessary, in the event the
Bank shall desire or be required to obtain lifauasice insuring Employee's life.

D) Employee shall, except as otherwise provide@ihebe subject to the Bank's rules, practicesparidies applicable to the Bank's
Executive Employee:
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4 BENEFITS:

A) Employee shall participate in all life, disabjliand medical insurance plans, pensions and sthelar plans which the Bank may have or
may establish from time to time, in which Employgeligible to participate pursuant to the termerdlof. The foregoing, however, shall not
be construed to require the Bank to establish anl plans or to prevent the Bank from modifyingesminating such plans and no such
action or failure thereof shall effect this Agrearne

B) Employee shall be entitled to vacation as deirgethby the Board of Directors for all Bank offiser

C) Employee shall attend such continuing educa@minars and obtain membership in such organiztienequired by the Board; provid
however, that the Bank shall bear the expensesabf activities.

5.WORKING AND OTHER FACILITIES. During the term ofiis Agreement, Employee shall be furnished witthsworking facilities,
secretarial help and other services, as are seitalilis position and adequate for the performafdes duties.

6.EXPENSES: The Bank will reimburse Employee f@s@nable expenses, including automobile and tiagedixpenses, incurred by him in
connection with his employment in the businesefBank upon the presentation by Employee of apigpsubstantiation for such
expenses.

7.CONFIDENTIALITY AND NON-INTERFERENCE: In the course of his employment by Bank, Employee shall have and has had a

to confidential or proprietary data or informatiofithe Bank. Employee shall not at any time, dieuty communicate to any person, nor shall
he direct any Bank employee to divulge or commuwita any person (other than to a person boundbfidentiality obligation similar to
those contained herein and other than is necessagrforming his duties hereunder) or used todisteiment of the Bank or for the benefit of
any other person, any of such data or informafitre provisions of this section shall survive Emples employment hereunder, whether by
the normal expiration thereof or otherwise. Thentéconfidential" or "proprietary data or informatibas used in this Agreement, shall mean
information not generally available to the pubficluding, without limitation, personnel informatidimancial information, customer lists,
computer programs, marketing and advertising dataployee acknowledges and agrees that any conifdlentproprietary data or

information heretofore acquired was received inficemce.

8.EARLY TERMINATION: Employee's employment hereundball terminate prior to the expiration of thigr&ement or any. extensions
thereof, on the following terms and conditio
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A) This Agreement shall terminate automaticallytba death of Employee. Notwithstanding the foregpthe Bank shall pay to Employee's
estate any compensation and reimbursable expeosed to the date of his death which otherwiselevbave been paid to the Employee.

B) This Agreement shall be terminated, at the Baaléction, if Employee is unable to perform hisiekihereunder, for a period of six mor

(180) days in any 365 day period (or at such tisitha Bank's "salary continuation" insurance becoefiective) by reason of physical or
mental disability. For purposes of this Agreemé&plysical or mental disability" shall mean Emplo\se@ability, due to health reasons, to
discharge properly his duties of employment suggabbly the opinion of a physician satisfactory t® plarties. Should Employee be
subsequently able to return to work after termoratis provided herein, Bank may in its discretemploy Employee in the same capacity or
in such other capacity as may be mutually agreaaider such terms and conditions as the partiessmagree prior to such return however,
Employee shall provide a physicians opinion ceiriffyhas ability to return to work.

C) In the event of PERSONAL DISHONESTY, WILLFUL MCNDUCT, GROSS NEGLIGENCE, INCOMPETENCY on Emplo'gegart
conduct unbecoming a banker, insubordination, dhénevent of his deliberate failure to fulfill abligations under this Agreement, the
Board of Directors may terminate this Agreemenglwng the Employee two (2) weeks written noticertof. Such termination shall be
effective at the expiration of such two (2) weekice Thereafter the Bank shall not be obligatedeurany of the provisions herein, except as
required by any statute in effect at that time.

D) Employee may voluntarily terminate his employmeapon giving the Bank four (4) weeks written netiaf his decision to terminate. Such
a termination shall not constitute a breach of A&gseement; provided, however, that Employee dtwlbbligated after the date of such
termination, to continue to be bound by the coondgioutlined in Section 7 hereof.

E) The parties may mutually agree to terminate Alggeement in writing on such terms as they magmeine.

F) The Bank may terminate Employee's employmertiauit cause and without notice; provided, howevet, the Bank shall be obligated to
continue to pay Employee's base salary for thedonfjthree (3) months after the date of such teation or the remainder of the term of the
Agreement and provided further that Employee dbalielieved of all further obligations under thigrAement except for provisions pursuant
to Paragraph 7.

G) In the event of a "change of control of the Bam&sulting in a "substantial change in employdetes", both as defined herein, Employee
may, at his option, upon ninety (90) days writtetice, terminate his employment and shall be eutitb all benefits due him pursuant to this
agreement, including but not limited to salary, thee remainder of this agreeme
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"Change of Control" shall be defined as the actjaisiof 25% or more of the Bank's outstanding sharesuch lower percent which may
constitute a change in control for Bank regulajmuyposes, a change in the composition of a majofithe members of the Board of
Directors, a merger or reorganization such thaBtuek is not a surviving entity, or the sale of statially all of the Bank's assets.

"Substantial Change in Employee's Duties" shallmedemotion or diminishment of employees job dption and responsibilities such as
would result in a constructive firing or resignatiof employee.

This paragraph is intended to protect employe&éretvent of a hostile takeover of the Bank anddaggon of employee's title, position
benefits and/or duties in an attempt to force eygsdao resign.

9.MODIFICATION: This Agreement constitutes the fathd complete understanding of the parties andrseges all prior agreements an
understandings oral or written, between the parntigth respect to the subject matter hereof. Thisesment may not be modified or amended
except by an instrument in writing, signed by tlagtp against which enforcement thereof may be sbugh

10.SEVERABILITY: Any term or provision of this Ageenent which is invalid or unenforceable in anygdittion shall, as to such
jurisdiction, be ineffective to the extent of sunkalidity or ur-enforceability without rendering invalid or unenfeable the remaining terms
and provisions of this Agreement or effecting tladidity or enforceability of any of the terms oopisions of this Agreement in any other
jurisdiction.

11.WAIVER OF BREACH: The waiver by either partyabreach of any provision of this Agreement shatlaperate as, or be construed
waiver of any subsequent breach.

12.NOTICE: All notices hereunder shall be in writiand shall be sent by express mail or by certifieckgistered mail, postage prepaid,
return receipt requested, to Employee at his reselas listed in the Bank's records, and to th&kBan Evans National Bank of Angola, 14-
16 North Main Street, Angola, New York 14006, Atien: Mr. Richard M. Craig, President and CEO.

13.ASSIGNABILITY: BINDING EFFECT: This Agreement alh not be assignable by Employee without the emittonsent of the Board of
Directors of the Bank. This Agreement shall be bigdipon and inure to the benefit of Employee |&igl representatives, heirs and
distributees and shall be binding upon and inutbédenefit of the Bank, its successors and ass
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14.GOVERNING LAW: All questions pertaining to thalidity, construction, execution and performancéhid Agreement shall be constrt
and governed in accordance with the law of theeSiaiNew York.

15.HEADINGS: The headings in this Agreement arerided solely for convenience of reference and 8leadfiven no effect in the
construction or interpretation of this Agreement.

IN WITNESS WHEREOF, parties hereto have set thairds and seals the day and year above written.
EVANS NATIONAL BANK

By /s/Richard M Craig

Richard M Craig, President& CEO

/sIWIlliam R d ass

Wlliam R d ass
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EXHIBIT 13.1
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PROFILE

Evans Bancorp, Inc. is a bank holding company headered in Angola, New York and conducts its besinthrough its wholly-owned
subsidiary, Evans National Bank. The Bank is a FRIGservice commercial bank and as of Decemberl397 had total assets of
$158,542,163, total deposits of $138,391,327 atad stockholders' equity of $17,039,300. The Bapkismary market area is located in
Western New York State and specifically in southenie County, northern Chautauqua County and nathern 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 prad to its customers including commercial
loans, commercial and residential mortgage loamd ,cansumer loans. In addition, the Bank offersodégoroducts to include checking and
NOW accounts, passbook and statement savingseatificates of deposit:

1
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PRESIDENT'S MESSAGE

It gives me great pleasure to report that 1997 awasar of excellent performance, profitability, ajrxdwth for Evans Bancorp, Inc. and its
subsidiary, Evans National Bank.

Record earnings of $1.8 million for 1997 resultedn increase in earnings per share of $.11 t&6$100a gain of 11.6%. The increase in net
income was $187,633, or 11.6% over 1996. Othemplegformance indicators were a 1.19% return on aeesssets as compared to 1.20% in
1996, and an 11.06% return on average equity apaxad to 10.72% the previous year. Total capitaieiased from $15.5 million to $17.0
million, or 9.7%. The Tier | capital ratio of 16 %3 total capital ratio of 16.93%, and leverageibraf 10.84% substantially exceeded the
regulatory requirements of 8.0%, 4.0%, and 4.0%@aetvely.

There was excellent news on the common stock aisntell. On April 29, 1997, the shareholders appdoa common stock split, changing
each issued share of common stock, par value $0fjve shares of common stock with a par valti®.50 per share. The shareholders
increased the number of shares of common stoc&dnepany is authorized to issue from 1,000,000 shaa value $2.50 per share, to
10,000,000 shares with a par value of $.50 peresfdre market value of the stock was $136.00 peresbefore the split and $27.20 follow
the split. On December 31, 1997, the market valas $88.00 per share, an increase of $10.80, o%B39.ie Board of Directors declared a
cash dividend of $.30 per share in August 1997.

A major contributing factor in our gain in net imne was a $9.5 million increase, or 10.3% in ounlpartfolio. A record year, 1997 saw total
loans surpass the $100 million level, increasiogf$92.1 million to $101.6 million. In addition,do charge-offs were down for 1997 as we
continue to ensure that appropriate credit starsdarel consistently maintained. Charge-offs totahéd,000, or .05% of outstanding loans,
compared to $77,000, or .08%, in 1996.

Our strong loan portfolio growth was funded by & $1million increase in deposits, a 12.09% increfreen $123.4 million to $138.3 millior
Higher yielding certificates of deposit accountedthe majority of the growth in deposits, with aw@w premium savings account also pla;
arole.

Technological enhancements initiated in 1996 amdpdeted in 1997 will, | am confident, help keep Benk on track and growing as we
approach the year 2000. These important and egditiprovements included the replacement of our freaime computer and upgrading to a
Unix-based operating system last February, follolweéhstallation of a state-of-the-art archivalteys. This system provides the Bank with a
highly efficient record storage and retrieval netikvdn July, the final phase of our new check-pssieg technology was completed, which
provides our customers with laser-printed imageheif cancelled checks, allowing improved recoeding and more efficient check
storage, as well as reducing the Bank's paper asige costs.

Providing our customers with the most convenientho@s of banking possible in order for the Banketmain competitive in our marketplace
is of prime importance to us. Toward that aim, \vagéhbeen evaluating systems for banking by teleploopersonal computer. Our
evaluation is now completed, and we anticipate nakiese innovative services available to our cusets in the

PROVIDING
OUR CUSTOMERS
WITH THE MOST

CONVENIENT
METHODS OF
BANKING
POSSIBLE
IN ORDER FOR
THE BANK TO
REMAIN
COMPETITIVE
IN OUR
MARKETPLACE
IS OF PRIME
IMPORTANCE
TO US.



-61 -

second quarter of 1998. Shortly thereafter, our Adéfwvork will be upgraded to provide on-line cafigbat our automated teller machines.
Lastly, in order to increase flexibility to our ¢amers for access to their funds at points of sategduction of a debit card product is planr

As we approach the new Millennium, | want to assume that the Bank is aggressively planning angariag for the year 2000. We have
appointed a project team with senior managemenvandor participation that is tasked with ensu@tignternal systems and procedures are
compliant with year 2000 requirements. Our placosprehensive and mission-critical. Testing is doltexd to complete by year-end 1998.

Our heartfelt thanks go to Carl F. Ulmer for hisgvadvice, constant support, and innumerable taonibhs during his 32 years of service to
the Company and the Bank. Mr. Ulmer's retiremer@€lagirman of the Board of Directors was effectivecBmber 31, 1997. He has been
elected a Director Emeritus of the Board. Thomasudring, Jr. was appointed by the Board as a Boamhber effective January 1, 1998 to
fill Mr. Ulmer's unexpired term. At that time, | walso elected Chairman of the Board.

In other personnel matters, | am pleased to repertollowing officer promotions during 1997: SushrHerold, Assistant Vice President;
Howard M. Matrtin, Jr., Assistant Vice Presidentd antary K. Nytz, Banking Officer. We recognized tteowing employees during 1997 for
their years of service as noted: Antoinette Piftiamcy Ferraro, Cathy Rohrich, Michelle Bress (2@rg); Susan Eberhardt, Beverly Iskra
years); Paula Kramer, Pamela Marchant, Barbara @#&ggears); Melissa Brooks, Jennifer Warnes (33)e

In September 1997, | was elected to a one-yearasrRresident of the Independent Bankers Associafiblew York State. My
responsibilities in this position include represegthe interests of community banks across the sthich support legislation for the
betterment of community banking, as well as the momities they serve.

The management and employees of Evans National Ben&in committed to actively support the commasiserved by the Bank through
credit extensions, diverse volunteer work, sertickcal municipalities and school districts, asg@ciation with a wide range of community,
charitable, and philanthropic organizations andigso

| wish to express my sincere appreciation to ouarBmf Directors and employees, as well as to bareholders and customers, for their
support during the past year. We pledge to contiwesfforts to seek out opportunities for furtiyjeowth, market presence, professional
development, and improved technology as we stowadtress the challenges that lie ahead.

/sl Richard M Craig
Richard M Craig / Chairman of the Board, President and Chief Executive O ficer

3
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SELECTED FINANCIAL INFORMATION

For the Year Ended December 31 1 997 1996 1995 1994 1993
RESULTS OF OPERATIONS

Interest Income $11,07 2,851 $ 9,799,815 $ 9,226,500 $ 8,206,596 -3::-7-,€;8-9-,3:9-2-
Interest Expense 4,58 8,056 3,912,761 3,418,782 2,747,297 ___2,_6_8(_),_061;:_
Net Interest Income 6,48 4,795 5,887,054 5,807,718 5,459,299 ___5,_3_0;),_359_)_
Non-Interest Income 95 0,662 930,986 763,054 7e5851 6 72015
Non-Interest Expense 4,84 9,182 4,555,398 4,228,922 3,981,801 3581929
Net Income 1,80 2,275 1,614,642 1,664,783 1,617,049 --zl-6-15-3;)é-

BALANCE SHEET DATA

Total Assets $158,54 2,163 $140,898,057 $125,308,204 $114,565,971 $112,465,797
Loans - Net 101,62 7,427 92,087,902 75,468,504 71,998,929 __6_7_,7_5_4_,0_0_2_
Allowance for Loan Losses 60 9,539 546,954 557,961 628057 6 12921
Securities 40,40 0,374 36,054,324 38,954,494 32,341,350 __?:3_?;7_1_9_4_4_
Total Deposits 138,39 1,327 123,461,379 109,020,551 100,532,031 "S;Q-éG-O-éS-l-
Stockholders' Equity 17,03 9,300 15,510,083 14,485,510 12,723,940 "1-1-4;8-9-4-1-2-

PER SHARE DATA

Net Income $ 1.06 $ 0.95 $ 097 $ 0.95 $ 0.95

Cash Dividend $ 0.30 $ 022 $ 014 $ 0.09 -“51:: ------ ()_(_)7_ -----
Book Value at Year End $ 1003 $ 913 $ 853 $ 7.49 $ ------ 676 -----
Market Value $ 3800 $ 2720 $ 2200 $ 14.00 “;M-“l-l_’;._l-a_m
Shares Outstanding 1,69 8,950 339,790 317,481 206613 2 77170
Weighted Average Shares 1,69 8,950 1,698,950 1,698,950 1,698,950 1698950

(Retroactively adjusted for stock dividends anatksteplit)
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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, Chautauqua and Gaitars Counties of Western New York. The Bank seitgagarket through six banking
offices located in Angola, Derby, Evans, Forestyilamburg and North Boston, New York. The Bankisgipal source of funding is throu
deposits which it reinvests in the community in fitien of loans and investments. Deposits are irstoehe applicable limit by the Bank
Insurance Fund ("BIF") of the Federal Deposit llasize Corporation ("FDIC"). The Bank is regulatediuy Office of 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 accompanyites.

RESULTS OF OPERATIONS

Net income in 1997 of $1,802,275 resulted in eag®iper share of $1.06, which compares with netnmecof $1,614,642, or $.95 per share
1996 and $1,664,783, or $.97 per share, in 199&.iftrease of 11.6% in net income in 1997 over iB@&rates the income benefit of the
Bank's increased presence in the Western New Yewk &let income had declined 3% from 1995 to 1986td increased overhead related to
the Bank's $2.2 million expansion plan implemerdeer those two years. In 1997, new business at#iithe to the operation of two additional
locations, a branch office in Hamburg, NY, whicteapd in October, 1995, and the Evans, NY brancichwdpened in May, 1996,
contributed to the Bank's asset growth and impreaaedings.

NET INCOME ($ Millions)

1993 1.6
1994 16
1995 1.7
1996 16
1997 1.8
Net interest income, the difference between int erest income and fees on

earning assets, such as loans and securitiesnandst expense on deposits, provides the basisddank's results of operations. These
results are also affected by non-interest incohleptovision for credit losses, non-interest expeasad income taxes.

NET INTEREST INCOME

Net interest income, before the provision for créases, increased 10.2% from 1996 to 1997, coadpi@r an increase of 1.4% from 199:
1996. Average earning assets increased $15.8 mdlid2.7% in 1997. The tax-equivalent yield earoedhose assets was 8.31% compared
to 8.27% in 1996. The increase in both rate andmelwas sufficient to offset an increase of $13ilBan, or 13.6%, in average interest-
bearing liabilities in 1997 over 1996 and an inseem the average cost of funds of 12 basis pdims) 3.99% in 1996 to 4.11% in 1997. In
1997, the Bank's net interest margin was 4.59% ewetpto 4.64% in 1996.

The increase of only 1.4% in net interest incom&d@6 over 1995 was largely the result of an ireeaa the average cost of funds versus
virtually no change in the tax-equivalent yieldearning assets. The average cost of funds increasbdsis points from 3.77% in 1995 to
3.99% in 1996. The tax-equivalent yield on earrdaegets changed only one basis point over thatgamed, declining from 8.28% in 1995 to
8.27% in 1996. Average earning assets increaséd in 1996 over 1995 versus a volume increase éb8interest-bearing liabilities. The
net interest margin was 4.64% compared to 4.999985.

The Federal Reserve Board increased the federds fiate a quarter of a percent at its March 267 188eting. This was the only move in
rates in 1997, and only the second in two years.Hdderal Reserve Board had reduced the fededs fate a quarter of a percent in January
of 1996.

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 1at@995, the Bank established an Asset/Liability

5
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Management Committee ("ALCQ") for the purpose ddlaating the Bank's short-range and long-rangedityuposition and the potential
impact on capital and earnings as a result of sudtlanges in interest rates. The Bank adoptedsat/kability policy which specifies
minimum limits for liquidity and capital ratios. Manum limits have been set for the negative imacteptable on net interest income and
the market value of assets as a result of a shifiterest rates. The asset/liability policy alsolides guidelines for investment activities and
funds management. The ALCO meets monthly to retiemBank's status and formulate its strategy basezlirrent economic conditions,
interest rate forecasts, loan demand, depositiliglaand the Bank's earnings 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 portfolidl997, $60,000 was charged against earnings éditdnsses. This amount was also
charged against earnings in 1996. In 1995, the Bigalated the methodology it uses to calculatedberve amount for credit losses. After
considering loan concentrations, charge-off histdgfinquent loan percentages and general econmmititions, the Bank reversed $86,933
of its provision for credit losses in 1995. Thdduling table summarizes the Bank's actual crediés, total of noperforming loans and tof
allowance for credit losses for 1997, 1996 and 188 in dollars and as a percentage of totaldaaristanding:

1997 199 6 1995

Actual Credit
Losses $ 47,000 0.05% $ 77,000 0.08% $11,000 0.014%

Non-Performing
Loans $987,000 0.96%  $230,000 0.20% $312,000 0.470%

Allowance for
Credit Losses $609,539 0.59%  $546,954 0.59% $557,961 0.730%

Although, during 1997, nonperforming loans increbgeer the unusually low level of the prior yedr)@ans in this category are considered
well-collateralized and in the process of colleatids a result, no significant losses are antigigat

NON-INTEREST INCOME

Total non-interest income increased approximatly,00 in 1997 from 1996 compared with an incredsgproximately $168,000 in 1996
from 1995. In 1997, service charge income was 8B@compared to $667,839 in 1996. Service chargane had increased approximately
$106,000 in 1996 over the prior year as the resfidn increase in the Bank's service charges whahimplemented in September of 1995.

Other non-interest income decreased approxima&B0® in 1997 from 1996. In 1996, the Bank recei$28,000 in state and federal tax
refunds for the 1994 tax year and the Bank's la@dinity resulted in a high level of loan-relateddme. In 1997, the increase in the cash
surrender value of life insurance policies caroadccertain bank officers was approximately $64,00Gus an increase in value of
approximately $45,000 in 1996.

Gains realized on the sale of assets increase@@2#) 1997 from 1996. Net losses on the salesairities were $2,000 in 1997 whereas in
1996 net losses totalled $23,000. In 1996, the Baplerienced a loss of $61,000 on a residual boaidvas called for redemption in full.
This loss was partially offset by net gains on pkhsales of securities of $38,000 that year. Rnermireceived on sales of student loans t
Student Loan Marketing Association ("SLMA") were8$200 in both 1996 and 1997 and premiums receineshfes of mortgages to the
Federal National Mortgage Association ("FNMA") wé&&,000 in 1997 as compared to $6,000 in 1996.Bidrk became affiliated with both
SLMA and FNMA in 1995.

NON-INTEREST EXPENSE

In 1997, the ratio of non-interest expense to ayeessets was 3.18% compared to 3.37% in 1996.40863n 1995. Non-interest expense
categories include salaries, occupancy expengeayseand maintenance, advertising and professsBralces , among others. Occupancy
expenses increased 19.5% in 1997 over 1996. Ttiisdse included a full year of depreciation onTiben of Evans office and additional
depreciation costs resulting from capital expendiun 1997. A new mainframe computer system, ateé&phone system, check imaging
hardware and software and additional personal coenpand printers were all purchased during theseoaof the year. Changes in check
processing and computer operations which resuttad these purchases have also reduced staffingreeggnts in these areas, and through
staffing reassignments, attrition and the use dffime employees, the Bank has been able to closditary and benefit expenses. These
expenses declined $11,000 from 1996 to 1997. Theaf@rofessional services increased $96,000 &Y I¥er 1996. The Bank incurred
additional fees due to work done by its accountantsattorneys in reference to the five-for-onelssplit in 1997

6
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STOCKHOLDERS' EQUITY ($ Millions)

1993 115
1994 12.7
1995 145
1996 155
1997 17.0

and the implementation of the dividend reinvestnmamn for shareholders. The Bank also hired a dtarguin 1997 to study the Bank's daily
operating procedures to identify areas where efficies could be improved. Recommendations resuitimg this study are in the process of
being implemented. The income benefit is expeaduttongoing and is expected to surpass the caisé aftudy in the first year.

In 1997, the Bank's FDIC insurance assessmentasetefrom $2,000 to $15,328. In 1996, as a welitalired institution, the Bank was
assessed the minimum $2,000 premium. This mininreunoilonger required by law. However, starting dap2, 1997 as a Bank Insurance
Fund ("BIF") member, the Bank is being assesse@lG0 interest payments at a rate of 1.28 cent$p@®0 in deposits annually. In 1996, the
Bank's insurance assessment had dropped to $2@005820,231 in 1995 as the FDIC responded toutéuinding of the BIF by decreasing
premiums. In 1995, the premium was reduced fror8 e $100 of deposits to $.04 per $100 of depdsits996, the rate was reduced to
zero with a minimum charge of $500 per quartemfell capitalized banks. The Bank was assessedahthimum rate, and it remains well
above the regulatory minimums for the key measafespital adequacies as disclosed in note 12efittancial statements.

TAXES

The provision for taxes in 1997 of $724,000 reflean effective tax rate of 28%. This compares &FH0 and 26% in 1996 and $764,000
and 31% in 1995. In 1997, the Bank increased itdihgs of tax-advantaged municipal bonds by 38%gffiting its overall tax position.
Additionally, $75,000 in income recorded in 1997tas result of the increase in the cash surrenakeievof life insurance policies held on
certain bank officers and directors is nanable. In 1996, there was a change in the cortiposif the deferred tax calculation, resultingaim
overall decrease in the effective tax rate from5L9%his decrease was over and above that whiclexgected due to tax-exempt securities
income, untaxed CSVLI income and tax refunds resgiwhich are not taxable.

FINANCIAL CONDITION

The Bank had total assets of $158.5 million at Bdwer 31, 1997, increasing $17.6 million or 12.5%oecember 31, 1996. Net loans
increased $9.5 million or 10.3% in 1997 over 199§an growth was funded by an increase of $14.9anilin deposits, or 12.1%. Excess
funds were invested in securities resulting inramréase of $4.3 million, or 12.1% in the securifiestfolio. Capital increased $1.5 million or
9.7%, basically due to the retention of earnings.

LOANS

Loans comprised 68.7% of the Bank's total averageimg assets in 1997. For the first time, the Baumpassed the $100 million mark in net
loans, reaching $101.6 million by year-end. Theease of 10.4% in actual year-end balances in #8987 1996 compares to an increase of
22% in 1996 over 1995. The Federal Reserve loweried in July and December of 1995 and again inalgrof 1996 contributing to
increased loan demand throughout 1996. The FeRes#rve raised rates 25 basis points in early 198 #espite this increase, loan demand
remained strong through 1997. The expansion oBHre's trade area since 1995 has also had a mositpact on loan activity.

NET LOANS ($ Millions)
1993 67.8

1994 72.0

1995 75.5

1996 92.1

1997 101.6

The Bank continues to focus its lending on comnad@md residential mortgages, small commercialdaard home equity loans. Commercial
mortgages make up the largest segment of the fior&o43.8%. Residential mortgages comprise 2304%e portfolio and commercial loa
total 12.6%. Home equity loans make up 15.5% @l toans.

The Bank currently retains the servicing right$207 million in lon-term mortgages sold to the Federal Natic
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Mortgage Association ("FNMA") since becoming a memim 1995. This arrangement allows the Bank terdfing-term mortgages without
exposure to the associated risks, while retainirgjamer account relationships.

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 sybsetly purchases those loans when the studentigfoespayment. In 1997, student loan
balances increased 2.3% over 1996. Student loamdxed had decreased 13.4% in 1996 from 1995 amdaded 60% in 1995 from 1994
levels, due to the sale of loans to SLMA.

At December 31, 1997, the Bank had a loan-to-dépatso of 73.9%, and estimated its unloaned ceeodits at $4.6 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 r@ntaB1.3% of the Bank's earning assets at DeceBher997.

SECURITIES ($ Millions)
1993 33.4
1994 32.3
1995 39.0
1996 36.1
1997 40.4

Since deposit growth exceeded the volume necessdupd loan demand, an additional $4.3 million wliascted into the securities portfolio
in 1997. In 1996, deposit growth was insufficiemstpport loan growth. Proceeds from matured altissurities were used to provide the
additional funding necessary. As a result, the sges portfolio decreased $2.9 million from 19@5611996. The portfolio remains concentra
in US government and government agency securitidgax-exempt municipal bonds of varied maturity.iBcreasing the percentage of tax-
advantaged municipal bonds in the portfolio andiogth the average balance maintained in federalfsold, the tax-equivalent yield on
securities and federal funds sold improved to 6.57%997 from 6.51% in 1996.

In 1994, the Bank adopted Financial Accounting &sad 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 Barngi@ass as held to maturity are stated on the balaheet at amortized cost, and those
designated as available for sale are reportedranfket value. The unrealized gains and lossesvailable for sale securities are recorded,
net of taxes, as a separate component of shareboddgiity. Transferring a security from one catgdo another results in certain accounting
consequences. In 1995, Financial Accounting Stalsd@oard allowed a one-time reclassification olsities without penalty. As a result of
this one-time window of opportunity, the Bank resslified the majority of its bonds in the held totardy category as available for sale. This
reclassification was made after careful considenatif the Bank's anticipated liquidity needs arelghesent and future impact of such a
transfer on the Bank's earnings and capital.

DEPOSITS

Total deposits increased $14.9 million in 1997 dl@®6. All categories of deposits increased, withrmost significant growth occurring in
demand deposits and time accounts with balancesdess of $100,000. Actual year-end balances of7$2ilion in demand deposits reflect
an increase of 7.6% over 1996 levels. Time acconves $100,000 increased 62% in 1997 over 199&oAigh large time accounts have
traditionally been obtained from municipal depostthrough the competitive bidding process, nevoants have been attracted from
commercial and retail customers over the past tearyas a result of the Bank's broadened market.

TOTAL DEPOSITS ($ Millions)
1993 99.9

1994 100.5

1995 109.0

1996 123.5



1997 138.4
The Bank continues to evaluate ways to improveitsting deposit products to meet customer needaetl as
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develop new products which will keep the Bank cotitipe in the marketplace. With both of these gaalmind, the Bank introduced the
Premium Savings, a tiered rate retail savings prhdin May of 1997. This product is designed tovyide an option for high balance custon
who prefer the liquidity and safety of an insurestiegs product, but are looking for a competitigger At December 31, 1997, Premium
Savings balances totalled $5.5 million. About lwdithe initial deposits made have been identifiethew money, with the remainder
transferring into the Premium from other Bank défpascounts.

LIQUIDITY

The Bank seeks to manage its liquidity so thet éble 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 1997, overnight federal funds balamsesaged $2.3 million. The maturities of the
Bank's investments are laddered in such a way potade runoff at times that a liquidity need naajse. At December 31, 1997,
approximately 11.6% of the Bank's securities hattragtual maturities of one year or less and 4thhthmaturity dates of five years or less.
At December 31, 1997, the Bank had net short-téyoidity of $5.9 million compared to $8.1 million Becember 31, 1996. Available assets
of $44.4 million less public and purchased liakgbtof $29.7 million resulted in a long-term ligifydratio of 149% compared to 204% at
December 31, 1996. Although the Bank believesstdficient resources in its securities portfaianeet its short-term and long-term
liquidity needs, the Bank also has the option ticpase up to $4,000,000 in federal funds from driss@orrespondents.

The Bank is a member and shareholder of the FeHierale Loan Bank ("FHLB") which will make cash adees of various terms at
competitive rates to its members. Advances of ud7t@ million can be drawn on the FHLB, via the @wght Line of Credit Agreement, and
an amount equal to 25% of the Bank's total assetlel e borrowed through the advance programs wetéain qualifying circumstances.

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 iepat 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 ratesisigr assets and rate sensitive liabilities matyor repricing during a given time frame. A
"positive" gap results when more assets than it@sireprice 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,
1997, the Bank was in a negative gap position, §th.5 million more in rate-sensitive liabilitiespricing over the next year than in rate
sensitive assets. The Bank's asset/liability liastdefined in its asset/liability policy, is afdience of +/115% of the Bank's total assets wt
amounted to +/- $23.8 million at December 31, 199irefore, the Bank's negative gap position wabwithin its policy limits. The gap

ratio (rate sensitive assets/rate sensitive ligds) at that date was 82%.

MARKET RISK

When rates rise or fall, the market value of thelBaassets and liabilities will increase or desee@s part of the Bank's asset/liability poli
the Bank has set limitations on the negative impathie 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 w#ltiee available for sale portfolio per
Financial Accounting Standard No.

115. A limitation of a negative ten percent of taapital before FAS 115 (after tax) has beenaehfin the asset/liability policy as the
maximum impact to equity that would be acceptahitezear end, the impact to equity as a result ofking available for sale securities to
market was an unrealized gain of approximately $X10. On a quarterly basis, the available for pal#folio is shocked for immediate rate
increases of 100 and 200 basis points. At Deceibet997, the Bank determined that it would také@@mediate increase in excess of 200
basis points to eliminate the current capital aushi’he Bank also reviews the Bank's capital radios quarterly basis. Unrealized gains or
losses on available for sale securities are ndadlec in the calculation of these ratios.

9
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The following table provides information about B&nk's on-balance sheet financial instrumentsab@asensitive to changes in interest rates.
Expected maturity date values for interest-earaisgpts were calculated by adjusting the contrantaglirity date for expectations of
prepayments. Expected maturity date values forestebearing core deposits were calculated based egtimates of the period over which
the deposits would be outstanding.

Off-balance sheet financial instruments at Decertied 997 included $6,537,000 in undisbursed lofesedit at an average interest rate of
9.48%, $1,030,000 in fixed rate loan originatiomeoitments at 12.23%, $8,383,000 in adjustablelogte origination commitments at
9.85%, and $551,000 in adjustable rate lettersafitat an average rate of 10.50%.

Expected maturity date-
year ended December 31, 1998 1999 2000 2001 2002 Thereafter To tal Fair Value

INTEREST-EARNING
ASSETS ($000S)

Loans Receivable, Fixed Rate 7,953 4,536 5,115 3,591 3,184 15,514 39 ,893 39,944
Average Interest Rate 8.87%  9.16% 9.24% 888% 8.75% 8.71%
Loans Receivable, Adj. Rate 13,341 3,642 3,711 4,618 3,422 33,538 62 344 62,425
Average Interest Rate 9.65%  9.28% 9.33% 9.05% 9.12%  8.92%
Investments 4,938 2,544 5128 1,182 4,665 21,943 40 ,400 40,437
Average Interest Rate 6.51%  6.52% 599% 6.92% 6.87% 7.04%

INTEREST-BEARING
LIABILITIES ($000S)

Deposits 64,596 22,431 12,827 12,024 4,822 10 116 ,710 117,053
Average Interest Rate 4.80%  3.92% 267% 251% 299% 7.75%

Repurchase Agreement 1,059 0 0 0 0 0 1 ,059 1,059
Average Interest Rate 3.00%

CAPITAL EXPENDITURES

Large capital expenditures scheduled for 1998 aelilhe equipment and software necessary to praideustomers with the option of
conducting banking transactions by telephone oayparsonal home computer. This project is expeotedst approximately $240,000. In
1997, the Bank purchased statement imaging equipamehupgraded its mainframe and archiving systdinis. kind of expenditure enable
the Bank to continue to provide quality customevwise despite increased work volumes. The Banleliel that it has a sufficiently strong
capital base to support these capital expenditithscurrent assets and retained earnings.

IMPACT OF INFLATION AND

CHANGING PRICES

There will always be economic events, such as amirgthe 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 tfesers are unknown, management atter
to structure the balance sheet and the repriceqgufency of its interest-sensitive assets and fi@silto avoid a significant concentration that
could result in a material negative impact on eaysi

THE NEW MILLENNIUM

The Year 2000 poses serious challenges to all tridssincluding banking. An action plan has beamiulated and accompanying timetable
established for Year 2000 compliance. Represeemfiom each area of the Bank and the computegragsand programming analyst meet
monthly to discuss Year 2000 issues and track #re&kB progress. At present, the Bank is on scheduempleting its Year 2000 initiatives.
Since the Bank is continually upgrading and impngyits technologyi, it is not anticipated theseiatives will materially impact normal
budgeted software costs.
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INDEPENDENT AUDITORS' REPORT
To the Board of Directors EVANS BANCORP, INC.

We have audited the accompanying consolidated balsimeets of Evans Bancorp, Inc. and subsidiao§ Becember 31, 1997 and 1996, and
the related consolidated statements of incomekbtdders' equity, and cash flows for each of thedtyears in the period ended December
31, 1997. These financial statements are the redigibty of the Company's management. Our respdlitsilis to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. 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 Evans Bancorp, Inc. and subsidiary as
of December 31, 1997 and 1996 and the resultseaf diperations and their cash flows for each ofttinee years in the period ended
December 31, 1997, in conformity with generallyegated accounting principles.

DELOITTE & TOUCHE LLP

Buffalo, New York
January 23, 1998
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EVANS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEETS

December 31, 1997 and 1996

ASSETS
Cash and due from banks
Federal funds sold

Cash and cash equivalents

Securities:
Available for sale, at fair value
Held to maturity, at amortized cost (fair value o
$6,614,369 and $5,868,386, respectively)

Loans receivable, net of allowance for loan losses
$609,539 and $546,954, respectively

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, $.50 par value, 10,000,000 shares aut
1,000,000 shares authorized, respectively;
1,698,950 and 339,790 shares issued and outstandi
Capital surplus
Retained earnings
Unrealized gain (loss) on available for sale securi
of deferred taxes of $101,000 and $11,000, respec

Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to consolidated financial statements.
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1997

$ 5,821,532
4,515,000

10,336,532
33,822,334

6,578,040
of
101,627,427
3,827,672
2,350,158

$ 21,680,839
7,093,959
44,264,697
22,873,379
42,478,453
138,391,327
3,111,536

141,502,863

horized and $2.50 par value,

ng, respectively 849,475
10,990,720
4,985,249

ties, net

tively 213,856
17,039,300

12

1996

$ 5,662,231
1,450,000

7,112,231
30,201,120
5,853,204

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

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

(22,771)



EVANS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF INCOME

Years ended December 31, 1997, 1996 and 1995

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, net
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 - basic

Weighted average number of common shares

See notes to consolidated financial statements.
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1997 1996
$ 8,632,716 $ 7,381,871
122,516 201,831
1,372,883 1,427,890
944,736 765,123
0 23,100
11,072,851 9,799,815
4,588,056 3,912,761
6,484,795 5,887,054
60,000 60,000
6,424,795 5,827,054
670,366 667,839
33,809 11,103
246,487 252,044
950,662 930,986
2,592,120 2,602,752
761,383 637,007
101,534 118,740
163,189 147,383
127,127 131,753
308,617 212,601
15,328 2,000
779,884 703,162
4,849,182 4,555,398
2,526,275 2,202,642
724,000 588,000
$ 1,802,275 $ 1,614,642
$ 106 $ 0.95
1,698,950 1,698,950

1995

$ 6,760,511
276,698

1,381,740
761,741
45,810
9,226,500
3,418,782
5,807,718
(86,933)

2,389,838
504,648
109,226
132,620

97,116
224,269
120,231
650,974

2,428,783
764,000
$ 1,664,783
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EVANS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY

Years ended December 31, Common Stock Unrealiz ed
1997, 1996 and 1995 —----memememmeeee (Loss) Ga in
on Availa ble
No. of Capital Retained Treasury for Sal e
Shares Amoun t Surplus Earnings Stock Securities , Net Total
Balance, January 1, 1995 296,613 $ 741,53 3 $7,183,912 $5,009,467 $ 0 $(210,9 72) $12,723,940
1995 Net Income 1,664,783 1,664,783

Stock dividends, with
fractional shares

redeemed for cash 20,868 52,17 0 1,408,590 (1,483,065) (22,305)
Cash dividends ($.14 per
common share) (238,110) (238,110)

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

taxes of $266,000 357, 202 357,202
Balance,

December 31, 1995 317,481 793,70 3 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 55,77 2 2,398,218 (2,494,493) (40,503)
Cash dividends ($.22 per
common share) (380,565) (380,565)

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

taxes of $120,000 (169,0 01) (169,001)
Balance,

December 31, 1996 339,790 849,47 5 10,990,720 3,692,659 (22,7 71) 15,510,083
1997 Net Income 1,802,275 1,802,275

Five-for-one stock split 1,359,160
Purchase of 3,966 shares

for treasury (3,966) (130,878) (130,878)
Cash dividends ($.30 per

common share) (509,685) (509,685)
Sale of 3,966 shares

from treasury 3,966 130,878 130,878

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

taxes of $101,000 236, 627 236,627
Balance,
December 31, 1997 1,698,950 $ 849,47 5 $10,990,720 $ 4,985,249 $ 0$ 213, 856 $17,039,300

See notes to consolidated financial statements.
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EVANS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended December 31, 1997, 1996 and 1995

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

Proceeds from repurchase agreement
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)
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1997 1996
$11,027,381 $ 10,047,637
968,072 1,025,437
(4,543,895) (3,847,407
(4,680,322) (4,443,431
(786,000) (743,444
1,985,236 2,038,792
(26,075,499) (16,562,178
22,306,088 14,414,736
686,306 4,597,881
(2,618,319) (1,177,002
1,736,862 1,314,873
(466,472) (1,482,935
(12,236,511) (19,258,136
2,507,162 2,593,290
(14,070,383) (15,559,471

1,059,080 0
14,929,948 14,440,828
(679,580) (251,173
15,309,448 14,189,655
3,224,301 668,976
7,112,231 6,443,255
$10,336,532 $ 7,112,231

15
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)

1995

$ 9,172,841
856,806
(3,261,153)
(4,207,102)
(790,017)

1,771,375

(15,256,737)
4,019,578
3,090,254

(4,650,173)
7,154,605
(1,344,741)
(7,671,007)
4,179,236

(10,478,985)

0
8,488,520
(260,415)

(479,505)

6,922,760
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EVANS BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 1997, 1996 and 1995 1997 1996

RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES

Net income $ 1,802,275 $ 1,614,642
Adjustments to reconcile net income to net cash pro vided by operating
activities:
Depreciation and amortization 356,663 344,086
Provision for loan losses 60,000 60,000
Gains on sales of assets (33,809) (11,103
Changes in assets and liabilities affecting cash flow:

Other assets (367,243) 96,609
Other liabilities 167,350 (65,442
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 1,985,236 $ 2,038,792

(Concluded)

See notes to consolidated financial statements.
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1995

$ 1,664,783

221,359
(86,933)
(55,477)

(177,558)
205,201
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EVANS BANCORP, INC. AND SUBSIDIARY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended December 31, 1997, 1996 and 1995
1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES

Organization and General - Evans Bancorp, Inc.'@®npany") was organized in October 1988, undemBhsiness Corporation Law of the
State of New York as a bank holding company. lruday 1989, the shareholders of the Evans NatioaakBthe "Bank") approved an
Agreement and Plan of Reorganization (the "Reomgdioin®) whereby the Bank effectively became a WhoWwned subsidiary of the
Company. The Bank is in the commercial banking mess, attracting deposits from and making loartké@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

Regulatory Requirements - The Bank is subjecteartites, regulations, and reporting requirementsaobus regulatory bodies, including the
New York State Banking Department ("NYSBD") and feleral Deposit Insurance Corporation ("FDI(

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 liatsliied disclosure of contingent assets
liabilities at the date of the financial statemestsl the reported amounts of revenues and expdnseg the reporting period. Actual results
could differ from those estimates.

Securities - Securities for which the Bank haspibsitive intent and ability to hold to maturity atated at cost, adjusted for discounts and
premiums that are recognized in interest income thaeperiod to the earlier of call date or matudsing a method that approximates level
yield. Securities held to maturity have been destigeh as unavailable to be sold as part of the Badse-liability management activities.

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

Securities which have experienced an other thapaeany decline in fair value are written down toew cost basis with the amount of the
writedown included in earnings as a realized lId&® new cost basis is not changed for subsequenweges in fair value. Factors which
management considers in determining whether anifmpat in value of an investment is other than terapy include the issuer's financial
performance and near term prospects, the finanoraition and prospects for the issuer's geograggion and industry, and recoveries in
fair 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 adegoathe allowance is based on the
Bank's past loan-loss experience, known and inteise in the portfolio, adverse situations thatynaffect the borrowers' ability to repay,
estimated value of any underlying collateral, andent economic conditions.

In addition, various regulatory agencies, as phtth@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.

Foreclosed Real Estate - Foreclosed real estatgigdly recorded at the lower of book or fair ual (net of costs of disposal) at the date of
foreclosure. Costs relating to development and avgment of property are capitalized, whereas aqesising to the holding
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of property are expenses. Valuations are peridglipairformed by management, and an allowance ftential additional losses is established
by a charge to operations if the carrying value pfoperty exceeds fair value. Foreclosed reatestalassified as other assets on the
consolidated balance sheets.

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

The Bank regularly assesses all of its Idinge assets for impairment and recognizes a |dswthe carrying value of an asset exceeds it:
value. The Bank determined that no impairment ieels to be recognized for applicable assets if ©892996.

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 thabibreower may be unable to meet payments
as they become due. Upon such discontinuancenpdlid accrued interest is reversed and any casfveetis 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 eld method.

Income Taxes Deferred tax assets and liabilities are recordedeimporary differences between the financiakstant 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 durintg eac
yeatr, retroactively adjusted for stock dividendise Tompany adopted Statement of Financial Accogr8tandards (SFAS) No. 12
"Earnings per Share," during the fourth quartet@37. Only basic earnings per share is disclosedus® the Company does not have any
dilutive securities or other contracts to issue g@n stock or convert to common stock.

Dividend Reinvestment Plan - During 1997, the BaafrBirectors approved a Dividend Reinvestment Rtha "Plan™) which provides each
holder of record of the Bank's common stock theoojymity to reinvest automatically the cash dividethey receive on shares of the Bank's
common stock. Stockholders who do not wish to paite in the Plan will continue to receive cashdiinds, as declared, in the usual
manner. American Stock Transfer and Trust Comptrg/"Agent") is the administrator of the Plan. Ssgpurchased under the Plan are held
in safekeeping by the Agent until the stockhol@eminates his/her participation in the Plan. Theitglso acts as transfer agent and regi
for the Bank's common stock.

Employee Benefits and Deferred Compensation Pawosts are charged to salaries and employee beagfiense in the periods in which the
services are rendered. Pension costs are fundadtoment basis in compliance with the EmployeéarBmient Income Security Act and are
accounted for in compliance with SFAS No. 87, "Eoyelrs' Accounting for Pensions".

Off Balance Sheet Financial Instruments - In thdir@ry course of business the Bank has enteredfftmalance sheet financial instruments
consisting of commitments to extend credit andditgrietters of credit. Such financial instruments Becorded in the financial statements
when the transactions are 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 onegaaiods.

Cash and due from banks includes reserve balahaethe Bank is required to maintain with Federas&ve Banks. The required reserve:
based upon deposits outstanding and were appradyr&t57,000 and $591,000 at December 31, 1997896, respectively.

New Accounting Standards Pronouncerr- In June 1997, the Financial Accounting Stand&uiard issued SFAS No. 130, "Reporting
Comprehensive Income". SFAS No. 130 establisheslatds for reporting and disclosure of comprehengicome and its components in
financial statement format and is effective fomaficial statements for fiscal years beginning december 15, 1997. Comprehensive income
is defined as the change in equity of a businets@nise during a period from transactions androgivents and circumstances from non-
owner sources. Items considered comprehensive ied¢actude foreign currency items, minimum pensiability adjustments and unrealized
gains and losses on certain investments in debéquitly securities.
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The amortized cost of securities and their appreténfair value at December 31 were as follows:

Available for Sale:
U.S. Government and Agency Securities
Mortgage Backed Securities
State and Municipal Securities
Other Securities

Total

Held to Maturity:
U.S. Government and Agency Securities
State and Municipal Securities

Total

Available for Sale:
U.S. Government and Agency Securities
Mortgage Backed Securities
State and Municipal Securities
Other Securities

Total
Held to Maturity:
U.S. Government and Agency Securities

State and Municipal Securities

Total

Assets, principally securities, with an amortizedtof $3,413,142 for held to maturity securitied a fair value of $19,782,680 for available
for sale securities at December 31, 1997 were pl@@dg collateral to secure public deposits andtfuer purposes required or permitted by

law.

1997
Unrealized
Amortized
Cost Gains Losses

$11,618,094 $ 23843 $ (67,225

1,419,658 30,799 0
19,477,751 402,202 (13,238
930,450 0 0

$33,445,953 $ 456,844 $ (80,463

$ 3,483,199 $ 36,333 $ 0
3,094,841 0 (4

$ 6,578,040 $ 36,333 $ (4

1996
Unrealized
Amortized
Cost Gains Losses

$12,976,948 $ 25450 $ (167,765

1,694,066 41,553 0
14,638,658 183,826 (14,466
822,850 0 0

$30,132,522 $ 250,829 $ (182,231

$ 3,948,322 $ 15194 $ 0
1,904,882 0 (12

$ 5853204 $ 15194 $ (12

19

Fair
Value

) $11,574,712
1,450,457

) 19,866,715
930,450

$ 3,519,532
) 3,094,837

Fair
Value

) $ 12,834,633
1,735,619

) 14,808,018
822,850

$ 3,963,516
) 1,904,870
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The scheduled maturities of debt securities at Bées 31, 1997 are summarized below. Actual maasrithay differ from contractual
maturities because certain issuers have the igtalt or prepay obligations with or without catemiums.

Due in one year or less

Due after year one through five years
Due after five years through ten years
Due after ten years

Total

Available for Held to
Sale Securities Secu
Amortized Fair Amortized
Cost Value Cost

$ 2,063,259 $ 2,068,197 $ 2,606,485
12,307,228 12,312,896 215,718
14,105,037 14,393,969 63,330
4,970,429 5,047,272 3,692,507

$ 33,445,953 $ 33,822,334 $ 6,578,040

Maturity
rities

$ 2,606,485
215,714
63,330

3,728,840

Gains and losses from sales of securities for #a@s/ended December 31, 1997, 1996 and 1995 araeasizad as follows:

Gross gains
Gross losses

Net (loss) gain

3. LOANS RECEIVABLE, NET

1997 1996
$ 65150 $ 103,865
(67,145)  (127,595)

$ (1,995) $ (23,730)

Major categories of loans at December 31, 19971896 are summarized as follows:

Real estate - mortgages
Real estate - construction
Commercial

Installment

Student loans

Other

Net deferred loan origination costs

Allowance for loan losses

Loans, net

1997 1996

$ 85,367,123 $ 78,706,052
2,770,719 1,404,290
8,938,560 6,993,852
2,517,892 2,646,246
1,731,492 1,692,334

509,935 769,322
401,245 422,760

102,236,966 92,634,856
(609,539) (546,954

$101,627,427 $ 92,087,902

Changes in the allowance for loan losses for tle@syended December 31, 1997, 1996 and 1995 wéodm@ss:

Balance, beginning of year
Provision for loan losses
Recoveries

Loans charged off

Balance, end of year

1997 1996
$ 546,954 $ 557,961
60,000 60,000
49,443 5,597
(46,858) (76,604 )

$ 609,539 $ 546,954

20
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Loans evaluated for impairment totaled approxinya$&27,000 and $180,000 at December 31, 1997 a®@, 18spectively. However, an
allowance for loan impairment was not required urg&leAS No. 114, "Accounting by Creditors for Impaént of a Loan," due to the
adequacy of related collateral values. If suchddaad been in an accruing status, the Bank would recorded additional interest income of
approximately $58,000, $19,000 and $29,000 in 12996 and 1995, respectively.

The Bank had no loan commitments to borrowers withaired loans at December 31, 1997.
As of December 31, 1997 and 1996, the Bank hadmr toans which were impaired as defined by SFASIN 4.
4. PROPERTIES AND EQUIPMENT

Properties and equipment at December 31 were lasvil

1997 1996
Land $ 268,485 $ 268,485
Buildings and improvements 3,313,404 3,310,902
Equipment 2,828,996 2,365,026
6,410,885 5,944,413
Less accumulated depreciation (2,583,213) (2,195,750)
Properties and equipment, net $ 3,827,672 $ 3,748,663

Depreciation expense totaled $423,564 in 1997, $348n 1996 and $271,507 in 1995.
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 fixed rate loansstimated by discounting the future cash flogisgithe current rates at which similar
loans would be made to borrowers with similar dreatings and for the same remaining maturitiespfh¢he appropriate portion of the
allowance for loan losses. For variable rate lo#mscarrying amount is a reasonable estimateiotétue.

Deposits - The fair value demand deposits, NOWrandey market accounts and regular savings acc@itite amount payable on demand
at the reporting date. The fair value of time dégas estimated using the rates currently offdordleposits of similar remaining maturities.

Repurchase Agreement - For these short-term instntsnthe carrying amount is a reasonable estiofdter value.

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, 1997. Smetméial instruments consist of commitments to eatpermanent financing and letters of
credit. If the options are exercised by the propediorrowers, these financial instruments will &@e interesearning assets of the Compe

If the options expire, the Company retains any fesd by the counterparty in order to obtain thengotment or guarantee. The fair value of
commitments is estimated based upon fees currehélgged to enter into similar agreements, takitg &ccount the remaining terms of the
agreements and the present creditworthiness afdheterparties. For fixed-rate commitments, thevfalue estimation takes into
consideration an interest risk factor. The faiueabf guarantees and letters of credit is basddesicurrently charged for similar agreements.
The fair value of these off-balance sheet iteni3estember 31, 1997 approximates the recorded amotitite related fees, which are not
material.
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At December 31, 1997 and 1996, the estimated &ires of the Company's financial instruments weriobows:

1997 1 996
Carrying Fair Carrying Fair
Amount Value Amount Value

Financial Assets:

Cash and cash equivalents $ 10,336,532 $10,336,532 $ 7,112,231 $ 7,112,231
Securities $ 40,400,374 $ 40,436,703 $ 36,054,324 ;:3:6:;;9:232::
Loans $102,236,966 $ 92,634,856 T
Less: allowance for loan losses (609,539) (546,954 )

Loans, net $i01-627427 $102-368624 $ 92,087,902 $ 92,056,134

Financial Liabilities:
Deposits $138,391,327 $138,734,550 $123,461,379

$ 1,059,081 $ 1,059,081 $ 0 $ 0

Repurchase agreement

6. Employee Benefits and Deferred Compensation Plan

The Bank has a defined benefit pension plan cogesibstantially all employees. The plan providesefits that are based on the employees'
compensation and years of service. The Bank usastaarial method of amortizing prior service castl 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 gaimssses over the average remaining service periadtofe employees which exceeds the
required amortization. The amount charged to ex@émsthis plan totaled $33,699 in 1997, $35,33%5986 and $52,201 in 1995. The
components of the pension cost charged to expend®97, 1996 and 1995 consisted of the following:

1997 1996 1995
Service cost $ 51817 $ 44,615 $ 46,891
Interest cost on projected benefit obligation 104,601 94,565 85,948
Actual return on plan assets (106,550) (87,676) (67,352)
Net amortization and deferral (16,169) (16,169) (13,286)
Total $ 33699 $ 35335 $ 52,201

The following table sets forth the Plan's fundedist as of October 1, 1997 and 1996, the end d?ldn@s fiscal year, and the amounts
recognized in the accompanying consolidated firerstatements as of December 31, 1997 and 1996:

1997 1996
Vested benefits $ 1,068,423 $ 1,002,977
Accumulated benefit obligation $ 1,086,205 $ 1,012,721
Projected benefit obligation $ 1,518,858 $ 1,354,390
Plan assets available for benefits at fair value 1,686,230 1,373,109
Plan assets in excess of projected benefit obligati ons 167,372 18,719
Unrecognized net (gain) loss (41,212) 71,556
Unrecognized net obligation (16,081) (17,543 )
Unrecognized prior service cost (256,524) (271,231 )
Amount included in other liabilities $ (146,445) $ (198,499 )
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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, 1997 and 1996. 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 surrendeegadi approximately $72,000 and
$45,000 at December 31, 1997 and 1996, respectiVbly face values of these policies at both datesapproximately $1,650,000. The Bi
uses an actuarial method of amortizing unrecognietdyains or losses which result from actual eéepee and assumptions being different
than those that are projected. The amortizatiomatethe Bank is using recognizes the net gainessels over the average remaining service
period of active employees which exceeds the reduamortization. The amount charged to expensthése plans totaled $96,309, $97,633,
and $87,058 in 1997, 1996 and 1995, respectivdig.components of the pension cost charged to ezpamsisted of the following:

1997 1996 1995
Service cost $ 39,900 $ 50,138 $ 44,562
Interest cost on projected benefit obligation 34,194 25,280 20,281
Net amortization and deferral 22,215 22,215 22,215
Total $ 96,309 $ 97,633 $ 87,058

The following table sets forth the Plans' fundedist as of October 1, 1997 and 1996, and the amecognized in the accompanying
consolidated financial statements as of Decembet 397 and 1996:

1997 1996
Vested benefits $ 468,709 $ 356,685
Accumulated benefit obligation $ 468,709 $ 356,685
Projected benefit obligation $ 468,709 $ 356,685
Plan assets available for benefits at fair value 0 0
Projected benefit obligation in excess of plan asse ts (468,709) (356,685 )
Unrecognized net loss (gain) 28,499 (9,432 )
Unrecognized net obligation 159,211 181,426
Accrued pension cost (280,999) (184,691 )
Adjustment required to recognize minimum liability (187,710) (171,994 )
Amount included in other liabilities $ (468,709) $ (356,685 )

Valuations of the pension plans as shown above w@rducted as of October 1, 1997 and 1996. Assomgptised by the Bank in both years
in the determination of pension plan informatiomsisted of the following:

Weighted-average discount rate 7.50 %

The Bank also maintains a non-qualified deferredpensation plan for certain directors. Accruedsasider this plan were approximately
$67,000, $64,000 and $64,000 in 1997, 1996 and,1®88pectively. The estimated present value ob#reefit obligation, included in other
liabilities, was $700,000 and $671,000 at Decen3fier1 997 and 1996, respectively. This obligation is
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indirectly funded by life insurance contracts (nagithe Bank as beneficiary) with aggregate castesder values of approximately $140,000
and $130,000 December 31, 1997 and 1996, resplgctilee face values of these policies at both dat&s approximately $1,036,000.
Premiums on the aforementioned life insurance estgrwere paid by the Bank in lieu of payment oécliors' fees.

The Bank also has a deferred contribution Retirdrapd Thrift 401(k) Plan for its employees who mesatain length of service and age
requirements. The provisions of the 401(k) Plaavaktligible employees to contribute between 1% Hfb of their annual salary, with a
matching contribution by the Bank equal to 25%h&f €mployees contribution up to 4% of their ansaddry. The Bank can also make
discretionary contributions to the Plan. The Baelkgense under this Plan was $35,395, $34,209 4nd L for the years ended December
31, 1997, 1996 and 1995, respectively.

7. Stock Split and Cash Dividends

On April 29, 1997, the stockholders approved & gfithe Company's common stock by changing eaxes share of common stock, par
value $2.50 per share, into five shares of commacks par value $.50 per share. At that time, thekholders also approved the increase in
the number of shares of common stock which the Gomjis authorized to issue from 1,000,000 shamasyalue $2.50 per share to
10,000,000 shares, par value $.50 per share.

On October 21, 1997, the Company purchased 3,986 cdmmon shares to fund the Dividend Reinvestr?ém for the cash dividend
issued on October 21, 1997. A cash dividend of $e80common share was declared on August 19, ¥fi7paid on October 21, 1997 to
stockholders of record on October 1, 1997. Stoakdrsl elected to fully or partially reinvest theividend in 3,966 of the Company's common
shares at a market value of $33.00 per share avb@rcgl, 1997.

Cash dividends of prior years have been restatedw the effects of the five-for-one stock spiattoccurred during 1997.
8. Income Taxes

The components of the provision for income taxeseves follows:

1997 1996 1995
Income taxes currently payable $ 798,000 $ 728,000 $ 741,000
Deferred (benefit) income taxes (74,000) (140,000 ) 23,000
Net provision $ 724,000 $ 588,000 $ 764,000

At December 31, 1997 and 1996 the components ai¢hdeferred tax asset were as follows:

1997 1996
Deferred Tax Assets:
Allowance for loan losses $ 173,000 $ 148,000
Pension premiums 171,000 153,000
Deferred compensation 280,000 268,000
SFAS No. 115 0 11,000
Other 32,000 22,000
Gross deferred tax assets 656,000 602,000
Deferred Tax Liabilities:
Depreciation 25,000 25,000
Prepaid expenses 160,000 169,000
SFAS No. 115 101,000 0
Gross deferred tax liabilities 286,000 194,000
Net deferred tax assets $ 370,000 $ 408,000

The net deferred tax asset at December 31, 19971%8®Iwas included in other assets in the acconipgrypnsolidated financial statements.
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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,

1997 1996 1 995
Amount Perc ent Amount Percent Amount Percent

Tax provision at

statutory rate $ 859,000 34 % $ 749,000 34% $ 826,000 34 %
Increase (decrease) in

taxes resulting from:

Tax-exempt income (321,000) (13) (260,000) (12) (259,000) (11)
State taxes, net of
federal benefit 136,000 5 110,000 5 154,000 6
Other items, net 50,000 2 (11,000) 1) 43,000 2
Provision for ~ ---emeeeeee- ——— e mmm -
income taxes $ 724,000 28 % $ 588,000 26% $ 764,000 31 %

9. Related Party Transactions

The Bank has entered into loan transactions watdirectors, significant shareholders and theiliatiés (related parties). The aggregate
amount of loans to such related parties at Dece®bet997 and 1996 was $3,526,206 and $2,247,88fectively. During 1997 and 1996,
new loans to such related parties amounted to $3/8& and $746,980, respectively, and repaymentsiated to $2,088,427 and $1,867,¢

10. CONTINGENT LIABILITIES AND COMMITMENTS

The consolidated financial statements do not refladous commitments and contingent liabilitiesiehharise in the normal course of
business and which involve elements of credit iiisterest rate risk and liquidity risk. These commeénts and contingent liabilities are
commitments to extend credit and standby lettegedit. A summary of the Bank's commitments anatiogent liabilities at December 31,
1997 and 1996 is as follows:

1997 1996
Commitments to extend credit $ 15,770,264 $ 15,115,000
Standby letters of credit 551,218 515,000
Total $ 16,321,482 $ 15,630,000

Commitments to extend credit and standby lettexg@dit 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 fixeditypaates, 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.

11. 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 governtal entities within the Bank's market area. Tdwecentrations of
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credit by type of loan are set forth in Note 3. Tisribution of commitments to extend credit apgmmates the distribution of loans
outstanding. Standby letters of credit were grapt@tarily to commercial borrowers. The Bank, anatter of policy, does not extend credit
to any single borrower or group in excess of 15%agfital.

12. 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 ti@ pwo years.

Quantitative measures established by regulati@msure capital adequacy require the Bank to maimt@imum 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, 1997 and 1996, eaBank met all capital adequacy
requirements to which it is subject.

As of December 31, 1997, 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 wefelbws:

1997
ToB e Well
Capital ized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Perc ent Amount Percent Amount Percent
Total Capital (to Risk
Weighted Assets) $ 17,422,000 16.9 % $ 8,234,000 8.0%  $10,292,000 10.0 %
Tier | Capital (to Risk
Weighted Assets) $ 16,812,000 16.3 % $ 4,117,000 40% $ 6,175,000 6.0 %
Tier | Capital
(to Average Assets) $ 16,812,000 10.8 % $ 6,366,080 40% $ 7,958,000 5.0%
1996
ToB e Well
Capital ized Under
For Capital Prompt Corrective
Actual Adequacy Purposes Action Provisions
Amount Perc ent Amount Percent Amount Percent
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) $ 15,516,000 171 % $ 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 %
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13. PARENT COMPANY ONLY FINANCIAL INFORMATION

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

CONDENSED BALANCE SHEETS

Years ended December 31, 1997 and 1996
ASSETS

Cash

Dividends receivable

Investment in subsidiary

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Dividends payable

Stockholders' Equity:
Common stock
Capital surplus
Retained earnings

Unrealized gain (loss) on available for sale secu

Total stockholders' equity

Total liabilities and stockholders' equity

CONDENSED STATEMENTS OF INCOME

Years ended December 31, 1997, 1996 and 1995
Dividends from subsidiary

Other revenue

Expenses

Income before equity in undistributed earnings of s
Equity in undistributed earnings of subsidiary

Net income

CONDENSED STATEMENTS OF CASH FLOWS

Years ended December 31, 1997, 1996 and 1995
Operating Activities:
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Undistributed earnings of subsidiary
Increase in dividends receivable

Net cash provided by operating activities
Financing Activities - Cash dividends paid

Net decrease in cash
Cash, beginning

Cash, ending

1997 1996

$ 6648 $ 6,897
0 169,895
17,032,652 15,503,186

$17,039,300 $ 15,679,978

$ 0 $ 169,895

849,475 849,475
10,990,720 10,990,720
4,985,249 3,692,659
rities, net 213,856 (22,771

17,039,300 15,510,083

$ 17,039,300 $ 15,679,978

1997 1996
$ 509,685 $ 421,068
50,000 0

(50,249) (30,831

ubsidiary 509,436 390,237
1,292,839 1,224,405

$ 1,802,275 $ 1,614,642

1997 1996

$ 1,802,275 $ 1,614,642

(1,292,839) (1,224,405
0 (169,895

509,436 220,342
(509,685) (251,173

(249) (30,831
6,897 37,728

$ 6648 $ 6,897

27

1995

$ 260,415
0

) (17.542)

1995

$ 1,664,783

) (1,421,910)
0

242,873
) (260,415)
) (17.542)

55,270

$ 37,728
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Phillip Brothman
Partner - Hurst, Brothman & Yusick
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(front center) Richard M. Craig, Chairman of theaBsh President and CEO;
(left) William R. Glass, Senior Vice President -droDivision and
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EVANS NATIONAL BANK OFFICERS

CHAIRMAN OF THE BOARD PRESIDENT AND CHIEF EXECUTIVE OFFICER
Richard M. Craig

SENIOR VICE PRESIDENT
William R. Glass
James Tilley
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George L. Catalano
Mary E. Doeing
John S. Eagleton
William J. Gray
Jeffrey L. White

ASSISTANT VICE PRESIDENT
Katherine M. Allen

Ramon Gallardo, Jr.

Susan J. Herold

Rose Marie Hinckley
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Howard M. Matrtin, Jr.
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BANK OFFICER
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Karen M. Blecha
Michelle A. Bress
Nancy A. Ferrarc
M. Jane Gonzalez
Nadine G. Houghto
Mary K. Nytz
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CORPORATE INFORMATION

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

1997 1996
QUARTER High Low High Low
First $ 2720 $ 2720 $ 23.00 $ 22.00
Second $ 3200 % 27.20* $ 27.00 $ 23.00
Third $ 33.00 % 3200 $ 2720 $ 27.00
Fourth $ 3800 $ 33.00 $ 2720 $ 27.20

* Adjusted for five for one stock split

As a result of the stock split on May 1, 1997, ltsteares outstanding were increased to 1,698,980 @ecember 31, 1997. There were 1,049
shareholders of record on December 31, 1997.

Upon written request of any shareholder, a coph@fCompany's report on Form 10-K for its fiscayended December 31, 1997, 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 obtaiigthut charge, from Michelle A. Baumgarden, Ev&ascorp, Inc., 14-16 N. Main
Street, Angola, N.Y. 14006.

THE ANNUAL MEETING
The Annual Meeting of the Shareholders of the Campaill be held on Wednesday, April 29, 1998 at3IPp.m. at Romanello's South, 5793
South Park Avenue, Hamburg, N



INQUIRIES
For information or assistance regarding individstack records, transactions, dividend reinvestraeobunts, dividend checks, or stock

certificates, contact:
Corporate Trust Services, Fifth Third Bank, 38 RaimSquare Plaza, Mail Drop 109(-4129, Cincinnati, OH 4526:
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EXHIBIT 21.1
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EXHIBIT 21.1
SUBSIDIARIES OF THE REGISTRANT

Evans National Bank (formerly known as Evans Natioal Bank of Angola).



ARTICLE 9

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM EVANS BANCORP BALANCE
SHEET AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCHEO SUCH FINANCIAL 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 5,821,53.
INT BEARING DEPOSITS 0
FED FUNDS SOLL 4,515,001
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 33,822,33
INVESTMENTS CARRYING 6,578,04!
INVESTMENTS MARKET 0
LOANS 101,627,42
ALLOWANCE (609,539
TOTAL ASSETS 158,542,16
DEPOSITS 138,391,32
SHORT TERM 0
LIABILITIES OTHER 3,111,53!
LONG TERM 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 849,47!
OTHER SE 16,189,82
TOTAL LIABILITIES AND EQUITY 158,542,16
INTEREST LOAN 8,632,71!
INTEREST INVEST 2,317,61!
INTEREST OTHER 122,51t
INTEREST TOTAL 11,072,85
INTEREST DEPOSI1 4,576,39
INTEREST EXPENSE 4,588,05!
INTEREST INCOME NET 6,484,79!
LOAN LOSSES 60,00(
SECURITIES GAINS (1,995
EXPENSE OTHEF 4,849,18:
INCOME PRETAX 2,526,27!
INCOME PRE EXTRAORDINARY 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 1,802,27!
EPS PRIMARY 1.0¢€
EPS DILUTED 0
YIELD ACTUAL 8.31
LOANS NON 626,89¢
LOANS PAST 35,72¢
LOANS TROUBLED 0
LOANS PROBLEM 0
ALLOWANCE OPEN 546,95:
CHARGE OFFS 46,85¢
RECOVERIES 49,44
ALLOWANCE CLOSE 609,53¢
ALLOWANCE DOMESTIC 60,00(
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 0
End of Filing
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