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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 Campict of 1956, as amended (the "BHCA"), and conslits business through its
wholly-owned subsidiary, Evans National Bank (tBafik"). The principal business of the Company, tilgiothe Bank, is commercial
banking and consists of, among other things, ditrgcleposits from the general public and usingd¢hfeinds to extend credit and to invest in
securities. The Bank offers a variety of loan piiduo its customers including commercial loansnewrcial and residential mortgage loans,
and consumer loans. In addition, the Bank offepodi products which include checking and NOW aotsupassbook and statement sav
and certificates of deposit.

The Company has no material assets other thamvigsiment 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 toen@troller of the Currency. Prior to
February 1995, the Bank was known as The Evan®h&tBank of Angola. Its legal headquarters istedat 14-16 N. Main Street, Angola,
New York 14006

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

As of December 31, 1998, the Bank had total asde$474,120,230, total deposits of $144,083,636tatal stockholders' equity of
$18,623,413.

MARKET AREA

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

AVERAGE BALANCE SHEET INFORMATION

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



ASSETS
Interest-earning assets:
Loans, Net
Taxable securities
Tax-exempt securities
Federal funds sold

Total interest-earning assets

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

Total

LIABILITIES & SHAREHOLDER'S EQUITY
Interest-bearing liabilities:

NOW accounts

Savings deposits

Time deposits

Fed Funds Purchased & Securities

Sold U/A to Repurchase

Total interest-bearing liabilities
Noninterest-bearing liabilities:
Demand deposits
Other
Shareholders' equity
Total

Net interest earnings

Net yield on interest earning assets

1998
AVERAGE
BALANCE
($000)

$105,856
21,696
23,982
1,531

$7,275
46,925
63,338

3,801

2,308
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YIELD/  AVERA
INTEREST RATE  BALAN
($000) (3000
$9,336  8.82%  $96,5
1,333 6.14% 210
1,098 458% 205
84  5.49% 2,2
11,851 7.74%  140,3
54
338
2,2
$151,8
$71  .98% $6,7
1,281 273% 446
3399 537% 60,2
196 5.16% 4
4,947  4.08%  111,9
21,7
1,8
135,6
16,1
$151,8
$6,904

4.51%

GE
CE

)

11
71
24
66

72

00
10
57
25

1997

YIELD/
INTEREST RATE
($000)

$8,633 8.95%

1,373 6.52%
945 4.60%
123 5.43%

11,074 7.89%

$71 1.06%
1,203 2.70%
3,302 5.48%

12 2.82%

4.62%
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In 1998, the Company's interest income increaseiridy, 936 over 1997, compared to an increase @781036 in 1997 over 1996. Also,
interest expense on deposits increased by $35&)6IRD8 over 1997 compared to an increase of $885/21997 over 1996. 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.

1998 COMP ARED TO 1997 1997 COMPARED TO 1996
INCREASE ( DECREASE) DUE TO INCREASE (DECREASE) DUE TO
(thousands)
VOLUME RATE TOTAL VOLUME RATE TOTA L
Interest earned on:
Loans $824 $(120) $704 $1,335 $(83) $1,251
Taxable securities 42 (82) (40) (120) 65 (55 )
Tax-exempt securities 158 (5) 153 219 (40) 179
Federal funds sold (39) 1 (38) (83) 4 (79 )
Time deposits in other banks 0 0 0 (23) 0 (23 )
Total interest-earning assets $985 $(206) $779 $1,328  $(54) $1,273
Interest paid on:
NOW accounts $6 $(6) $0 $4  $(13) $(9 )
Savings deposits 63 15 78 (12) (35) 47 )
Time deposits 162 (65) 97 750 (31) 719
Federal Funds Purchased & 166 18 184 12 0 12
Securities Sold U/A Repurch.
Total interest-bearing liabilities $397 $(38) $359 $754  $(79) %675

SECURITIES ACTIVITIES

Income from securities represented approximatel§%0of total interest income of the Company in 1888 approximately 20.9% of total
interest income of the Company in 1997. At Decen®igrl 998, the Bank's securities portfolio of $5@,972 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 Baportfolio are now designated as "held to matuor "available for sale'



The following table summarizes the Bank's secwritiith those designated as available for saleiavdédue and securities designated as held
to maturity valued at amortized cost as of Decenier1 998 and 1997:

1998 1997
($000) ($000)
Available for Sale:
U.S. Treasury and other U.S. government agencies $22,105 $13,025
States and political subdivisions in the U.S. 22,913 19,867
Other 952 930
Total Securities Designated as Available for S ale $45,970 $33,822
Held to Maturity:
U.S. Treasury and other U.S. government agencies 47 3,483
States and political subdivisions in the U.S. 4,043 3,095
Total Securities Designated as Held to Maturit y $4,090 $6,578
Total Securities $50,060 $40,400

SECURITIES POLICY. The Bank's asset liability maeangnt 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 communitie®tigh the purchase of tax-exempt securities an@lenning 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@laigations, School Districts and Non-rated Issues Bank's general market area),
Banker's Acceptances, Certificates of Deposit, $tiilsl Development Authority Bonds, Public Housigthority 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 sdiesrmust 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 needrenunicipal securities is permitted, but limitedhose bonds issued by municipalities in
the Bank's general market area which, in the Bgnllgment, possess no greater credit risk than 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 policyrpéts the purchase of notes issued by varioussstatd municipalities which have not been
rated by Moody's or Standard & Poors. The secsrjitfolio of the Bank is priced and rated on anthty basis
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The following table sets forth the maturities aneighted average interest yields of the Bank's dgesiportfolio (yields on tax-exempt
obligations have been computed on a tax equivalasis) as of December 31, 1998:

MATURING
WITHIN AFTER ONE BUT  AFTER FIVE BUT AFTER
ONE YEAR WITHIN FIVE YEARS WITHIN TEN YEARS TEN YEARS
AMOUNT YIELD AMOUNT  YIELD AMOUNT YIELD AMO UNT YIELD
($000) ($000) ($000) (%0 00)
CLASSIFIED AS AVAILABLE FOR
SALE AT FAIR VALUE:
U.S. Treasury and other U.S. $ 0 0% $ 500 6.35% $5,235 6.20% $16 ,370 6.76%
government agencies
States and political subdivisions 1,497 6.39 6,191 6.79 10,198 7.24 5 ,027 7.40
Other 952 6.63 0 0.00 0 0.00 0 0.00
Total Available for Sale $ 2,449 6.49 $6,691 6.76 $15,433 6.89 $21 ,397 6.91
CLASSIFIED AS HELD TO MATURITY
AT AMORTIZED COST:
U.S. Treasury and other U.S. 0 0.00 0 0.00 0 0.00 47 0.00
government agencies
States and political subdivisions 3,535 594 154 7.92 167 8.30 187 8.84
Total Held to Maturity 3,535 594 154 7.92 167 8.30 234 7.07
Total Securities $ 5,984 6.17 $6,845 6.79 $15,600 6.91 $21 ,631 6.92

At December 31, 1998, approximately $22,152,00hefBank's securities portfolio were obligationsraf U.S. Treasury and other U.S.
government agencies.

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.

The Bank offers a variety of loan products to iistomers including residential and commercial esséhte mortgage loans, commercial loans,
installment loans and student loans. The Bank piiynaxtends loans to customers located withinWestern New York area. Income on
loans represented approximately 78.8% of the totatest income of the Company in 1998 and appratéty 78.0% of total interest income
in 1997. The Bank's loan portfolio after unearnetalunts, loan origination costs and allowancesfedit losses totalled $110,526,449 and
$101,627,427 at December 31, 1998 and Decembéi9®%, respectively. At December 31, 1998, the Baadk established $729,199 as an
allowance for credit losses which is approximat@®§6% of total loans. This compares with $609,539ecember 31, 1997 which was
approximately 0.60% of total loans. The net loartfpbio represented approximately 63.5% and 64.1% e Bank's total assets at December
31, 1998 and December 31, 1997, respecti\
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REAL ESTATE LOANS. Approximately 87.7% of the Baskbdan portfolio at December 31, 1998 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 $97,539,393esember 31, 1998, compared to $88,137,842 atidker 31, 1997. The real estate loan
portfolio increased approximately 10.7% in 1998ral@97 compared to an increase of 10.0% in 1997 H986.

The Bank offers fixed rate residential mortgagethuérms of ten to thirty years with up to an 8@%an-to-value ratio. Fixed rate residential
mortgage loans outstanding totalled $20,701,6 3eaember 31, 1998, which was approximately 18.6%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 rights1898, approximately $2,539,622 of mortgages wele tsoFNMA under this arrangement
compared to $1,225,475 of mortgages sold in 198&.Bank currently retains the servicing rights drv$nillion in mortgages sold to

FNMA.

Since 1993 the Bank has offered adjustable raideesal mortgages with terms of up to thirty ye&ates on these mortgages remain fixed
for the first three years and are adjusted anntladiyeafter. On December 31, 1998, the Bank'sand#tg adjustable rate mortgages were
$3,337,768 or 3.0% of total loans. This balancenditlinclude 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 sutiecrate call after three to five years. ThelBaoutstanding commercial mortgages v
$52,627,923 at December 31, 1998, which was apmately 47.3% of total loans outstanding. This be¢aimcluded $7,180,209 in fixed rate
and $45,447,714 in variable rate loans, which ideturate calls.

Commercial mortgage loan growth of 18.0% during8.8&lected a continued strong market resultindigiar from low interest rates which
encouraged real estate acquisition and expansiompared to an increase of 15.2% experienced in.1997

The Bank also offers other types of loans collditazd by real estate such as home equity loans BEmk 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, 1998, the real estate loan
portfolio included $15,725,650 of home equity loansstanding which represented approximately 1401%s total loans outstanding. This
balance included $7,942,348 in variable rate and&3/302 in fixed rate loans.

The Bank also offers residential real estate-caottn loans at up to a 80% loan-to-value ratifixatd interest rates and multiple maturities.
At December 31, 1998, fixed rate real estate-canstm loans outstanding were $499,098 or 0.45%h@Bank's loan portfolio, and
adjustable rate construction loans outstanding %4r&06,153 or 4.1% of the portfolio.

As of December 31, 1998, approximately $4,031,000.5% of the Bank's real estate loans were 3@tde§s delinquent, $688,000 or 0.71%
of the bank's real estate loans were more thara®® delinquent and approximately $367,000 or 0.88%al estate loans were nonaccruing.

COMMERCIAL LOANS. The Bank offers commercial loaois a secured and unsecured basis including linesedft and term loans at fix«
and variable interest rates and multiple maturifid® Bank's commercial loan portfolio totaled 835866 and $8,938,560 at December 31,
1998 and December 31, 1997, respectively. Commidoeias represented approximately 8.8% and 8.7#%eBank's total loans at Decem
31, 1998 and December 31, 1997, respectively. dhewercial loan portfolio increased $897,306 or ¥ifi 1998.

Commercial lending entails significant additionakras compared with real estate loans. These lyaitally involve larger loan balances to
single borrowers or groups of related borrowerdlaferal, where applicable, may consist of inveptoeceivables, equipment and other
business assets. Six¢gven percent of the Bank's commercial loans aiabla rate which are tied to the prime rate. TlaaiBs ability to len:
larger amounts to any one borrower is subjectgalegion by the Comptroller of the Currency. ThenBaontinually monitors its loan
portfolio to review compliance with new and exigtiregulations
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As of December 31, 1998, approximately $188,000.9% of the Bank's commercial loans were 30 to&@gast due, $6,000 or .06% of its
commercial loans were more than 90 days past ddi€387,000 or 3.9% 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 $2,166,438 $2,517,892 at December 31, 1998 and Decemb@®897, respectively, representing
approximately 1.9% of the Bank's total loans atdédelser 31, 1998 and 2.5% of the Bank's total loameaember 31, 1997. Traditional
installment loans are offered at fixed interestsawith various maturities up to 60 months, onaused and unsecured basis. On Decembe
1998, the installment loan portfolio included $208 in fixed rate card balances at an interestabi®.6% and $36,429 in the variable rate
option. As of December 31, 1998, approximately 86@,or 2.9% of the Bank's installment loans weré®8@lays past due and approximately
$4,000 or .18% of the Bank's installment loans weoge than 90 days past due. None of the Bankalliment loans were nonaccruing.

STUDENT LOANS. The Bank's student loan portfoliteled $438,670 at December 31, 1998 and $1,735B#B2cember 31, 1997. Student
loans represented .39% of the Bank's total loaBseaember 31, 1998 and 1.7% of the Bank's totald@a December 31, 1997. These loans
are guaranteed by the federal government and theYek State Higher Education Assistance Corporatithe Bank offers student loans at
variable interest rates with terms of up to 10 gehr 1995, the Bank entered into a contract with$tudent Loan Marketing Association.
Under terms of this agreement, SLMA services thekBaloans to students who are still in school sutssequently purchases those loans
when the student goes into repayment. The Bank®&R67,518 and $1,087,051 of its student loar& tdA in 1998 and 1997 respectively.
Student loan products have been expanded to in€laderal Plus and HEAL loans.

OTHER LOANS. Other loans totaled $891,669 at Decamn®i, 1998 and $509,935 at December 31, 1997 r @thes consisted primarily of
loans to municipalities, hospitals, churches anatmmfit organizations. These loans are at fixedlasfable interest rates with multiple
maturities. Other loans also include overdr
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The following table summarizes the major classtfwass of the Bank's loans (net of deferred origoratosts) at December 31, 1998, and
1997:

December 31,

199 8 1997
(in thousands)
Real Estate $97,5 39 $88,138
Commercial 9,8 36 8,939
Instaliment 2,1 66 2,518
Student Loans 4 39 1,731
All Other 8 91 510
Net deferred loan origination costs 3 84 401
Total Loans $111,2 55 $102,237
Allowance for credit losses (72 9) (610)
Net loans $110,5 26 $101,627

LOAN MATURITIES. The following table shows the maities of commercial and real estate constructaanmb outstanding as of December
31, 1998 and the classification of loans due afiter year according to sensitivity to changes iergdt rates:

(in thousands)

0-1 YR. 1-5YRS. OVERS5YRS. TOTAL
Commercial $2,934 $2,137 $4,765  $9,836
Real estate construction 4,105 1,000 0 5,105
$7,039 $3,137 $4,765 $14,941
Loans maturing after one year with:
Fixed rates $897 $0
Variable rates 2,240 4,765

$3,137 $4,765
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CREDIT LOSSES. The following table summarizes tlaaBs non-accrual and past due loans as of Dece3iithé&©98 and December 31,
1997. The Bank had no restructured loans as oéttates. Any loans classified for regulatory puesass loss, doubtful, substandard or
special mention that have not been disclosed d¢n@present or result from trends or uncertamtivhich management reasonably expects
will materially impact future operating resultsydidity or capital resources, or (ii) representenial credit about which management has
serious doubts as to the ability of such borroveisomply with the loan repayment terms. See dlsor' 7. Management's Discussion and
Analysis of Financial Condition and Results of Ggiiems - Results of Operations Provision for Loaisdes."

1998 1997

(in thousands)

Nonaccrual loans $754 $627
Accruing loans past due 90 days or more 698 360

Total $1,452 $987

Information with respect to nonaccrual loans atéelber 31, 1998 and December 31, 1997 is as follows:

1998 1997
(in thousands)
Nonaccrual loans $754 $627
Interest income that would have been 71 58
recorded under the original terms
Interest income recorded during the period 0 0

At December 31, 1998 $754,000 of nonaccrual loans a re collateralized.
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The following tables summarize the Bank's allowafacecredit losses and changes in the allowancerfxit losses by loan categories:

ANALYSIS OF CHANGES IN THE ALLOWANCE FOR CREDIT LOS SES

1998 1997
BALANCE AT BEGINNING OF YEAR $ 609,539 $ 546,954
CHARGE-OFFS
Commercial, Financial, Agricultural 0 (394)
Real Estate - Mortgages (50,381) (25,000)
Installment Loans (21,077) (21,464)
Overdrafts 0 0
TOTAL CHARGE-OFFS (71,458) (46,858)
RECOVERIES
Commercial, Financial, Agricultural 6,774 7,381
Real Estate - Mortgages 21,219 32,367
Installment Loans 11,925 8,495
Overdrafts 1,200 1,200
TOTAL RECOVERIES 41,118 49,443
NET (CHARGEOFFS) RECOVERIES (30,340) 2,585
ADDITIONS CHARGED TO OPERATIONS 150,000 60,000
BALANCE AT END OF YEAR $729,199 $ 609,539

ALLOCATION OF THE ALLOWANCE FOR CREDIT LOSSES

BAL ANCE AT BALANCE AT PERCENT OF LOANS IN
12 /31/98 12/31/97 EACH CATEGORY TO
ATTRIB UTABLE TO: ATTRIBUTABLE TO: TOTAL LOANS:
1998 1997

Real Estate Loans $456, 823 $424,257 88.0 % 86.6%
Commercial Loans 77, 552 58,306 8.8 8.7
Installment Loans (Includes Credit Cards) 53, 322 49,189 2.0 25
Student Loans 0 0 0.4 1.7
All Other Loans 0 0 0.8 0.5
Unallocated 141, 502 77,787 N/A N/A

Total $729, 199 $609,539 100.0% 100.0%
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SOURCES OF FUNDS - DEPOSITS

GENERAL. Customer deposits represent the majorcgoof the Bank's funds for lending and other invesit purposes. In addition to

deposits, other sources of funds include loan neygags, loan sales 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, 8 9he Bank's deposits totalled $144,083,636 ctingisf the following:

Demand deposits $25,857,037

NOW and Money Market accounts 7,554,104
Regular savings 47,676,615

Time deposits, $100,000 and over 24,208,290
Other time deposits 38,787,590

$144,083,636

The following table shows daily average deposits @average rates paid on significant deposit categdly the Bank:

1998 1997

Weighte d Weighted
Average Average Average Average
Balance Rate Balance  Rate

(in thousands) (in thousands)
Demand Deposits $ 23,571 --%

$ 21,756 --%

NOW and Money Market Accounts 7,276 .98% 6,700 1.06%

Regular Savings 46,925 2.74% 44,610 2.66%

Time Deposits 63,337 5.37% 60,256  5.48%
Total $141,109 3.38% $133,322  3.43%

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

(including federal, state and local governmentse Bank has not experienced any significant seafloctuations in the amount of its
deposits
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FEDERAL FUNDS PURCHASED AND OTHER BORROWED FUNDSnéther source of the Bank's funds for lending atebeber 31,
1998, consisted of short term and long term bomgifrom the Federal Home Loan Bank.

Federal funds purchased of $2,225,000 at Decenther®8 mature within four days of year-end.

Other Borrowed funds consisted of a $2,000,000®0rdnewable note with an interest rate of 5.159d,&$5,000,000 long-term borrowing.
The long-term borrowing consisted of various adeasnwith interest rates ranging from 4.83% to 5.0T#%e maturities of other borrowed
funds are as follows:

1999 $ 2,000,000
2000 1,000,000
2001 0
2002 1,000,000
2003 2,000,000
Thereafter 1,000,000
Total $ 7,000,000

ENVIRONMENTAL MATTERS:

To date, the Bank has not been required to peréoyninvestigation or cleanp activities, nor has it been subject to any emrirental claims
There can be no assurance, however, that thisemilhin the case in the future.

In the course of its business, the Bank has aadjainel may acquire in the future, property seculdags that are in default. There is a risk
the Bank could be required to investigate and elgahazardous or toxic substances or chemicalgeteat such properties after acquisition
by the Bank, and may be held liable to a governaiearttity or third parties for property damage, go@al injury and investigation and clean-
up costs incurred by such parties in connectioh wiich contamination. In addition, the owner onfer owners of contaminated site may be
subject to common law claims by third parties bazedamages and costs resulting from environmentabmination emanating from such

property.

EMPLOYEES

As of February 28, 1999, the Bank employed 75 pexrsm a full-time basis. There were also 14 paretemployees.
COMPETITION

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

commercial banks with branches in the Bank's maakes of southern Erie County, northern Chauta@pnty, and northwestern
Cattaraugus County, New York. The Bank considergsidjor competition to be Marine Midland Bank, &ha@nufacturers and Traders Trust
Company, both headquartered in Buffalo, New Yorid Key Bank, N.A., and Fleet National Bank of Newrl, both headquartered in
Albany, New York and also Lockport Savings Bankadiguartered in Lockport, New York. The Bank is gatg competitive with all

financial institutions in its service area withpest to interest rates paid on time and savingsglep service charges on deposit accounts, an
interest rates charged on loa
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ASSET AND LIABILITY MANAGEMENT

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

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

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

The following table summarizes the interest ratesgwity analysis for the Bank as of December B498 for the periods indicated:

0TO3 4T O 12 ONE TO FIVE OVER FIVE
MONTHS MO NTHS YEARS YEARS
(in millions)
Interest-earning assets $37.7 $ 24.2 $65.4 $33.3
Interest-bearing liabilities 41.9 34.9 75.4 1.0
Interest sensitivity gap $(4.2) $(1 0.7) $(10) $32.3

The primary assets and liabilities in the one yeraturity range are securities, commercial loanstane deposits. As of December 31, 1998,
the Bank's cumulative one year gap ratio (rateiseasssets divided by rate sensitive liabilities)s .81 as compared to .82 at December 31,
1997 and .83 as of December 31, 1996. 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 maturitieshaf Bank's time deposits as of December 31, 1998:

T ime Deposit Maturity Schedule
(in millions)
0-3 3-6 6-12 Over
Mos. Mos. Mos. 12 Mos. Total
Time deposits - $100,000 and over  $16.2 $4.6 $2.2 $1.2 $24.2

Other time deposits 11.1 11.3 9.3 71 38.8

Total time deposits $27.3 $15.9 $11.5 $8.3  $63.0
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REGULATION

The operations of the Bank are subject to federdIstate statutes applicable to banks chartereeruhd banking laws of the United States
members of the Federal Reserve System and to dndse deposits are insured by the Federal Depuwsitdnce Corporation ("the FDIC").
Bank operations are also subject to regulatiotk@fComptroller of the Currency, the Federal Res@&ward, the FDIC and the New York
State Banking Department.

The primary supervisory authority of the Bank is omptroller of the Currency, who regularly exagsithe Bank. The Comptroller of the
Currency has the authority under the Financiaitutgins Supervisory Act to prevent a national bénokn engaging in an unsafe or unsound
practice in conducting its business.

Federal and state banking laws and regulationsrgpaenong other things, the scope of a bank's basjrthe investments a bank may make,
the reserves against deposits a bank must maitiaihpans 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 isgmbby the Federal Reserve Act on any
extensions of credit to the bank holding companigsosubsidiaries, on investments in the stocktbeosecurities of the bank holding
company or its subsidiaries and on taking suchksbosecurities as collateral for loans. The Feldeegerve Act and Federal Reserve Board
regulations also place certain limitations and répg requirements on extensions of credit by akktarprincipal shareholders of its parent
holding company, among others, and to relatedeasterof such principal shareholders. In additiachdegislation and regulations would
affect the terms upon which any person becomingreipal shareholder of a holding company may abtaedit from banks with which the
subsidiary bank maintains a correspondent relatipns

Federal law also prohibits acquisitions of contfbé bank holding company (such as the Companyjouitprior notice to certain federal
bank regulators. Control is defined for this puspas the power, directly, or indirectly, to dirdm 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 blaolkling company's ability to acquire control ofiaibnal banks, federal law generally
prohibits a bank holding company from acquiringract 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 of @oiegengaged in certain activities
found by the Federal Reserve Board to be closédyed to banking or managing or controlling banksaabe a proper incident thereto.

From time to time, various types of federal andestegislation have been proposed that could résaltiditional regulation of, and restrictic
on, the business of the Bank. It cannot be predliatieether any such legislation will be adopted @vIsuch legislation would affect the
business of the Bank. As a consequence of the @xteregulation of commercial banking activitieghie United States, the Bank's busine
particularly susceptible to being affected by fediéxgislation and regulations that may increagectbsts of doing business.

The Depository Institutions Deregulation and Mongtaontrol Act of 1980 became effective in Marct8@9The principal effects of this law
are to:

phase in the deregulation of the interest rated aipersonal deposits by gradually eliminatingutary ceilings on interest rate differential
allowed thrifts and savings institutions; enablebahks to offer personal interest bearing checkypg accounts; phase in mandatory and
uniform reserve requirements; and override ceraimry limits on loan interest rates establishedtaye laws. On October 1, 1983, the
Depository Institutions' Deregulation Committeetirag under the provisions of this Act, removedrataining interest rate ceilings and other
regulations on time deposits, except for early diighwal penalties
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Under the Federal Deposit Insurance Act, the Caallptrof the Currency possesses the power to pitahititutions regulated by it (such as
the Bank) from engaging in any activity that wobkdan 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 utitin's federal supervisory agency, restricts legdiy a bank to its executive officers,
directors, principal shareholders or related irgtsréhereof, restricts management personnel ohla fbam serving as directors or in other
management positions with certain depository iastihs whose assets exceed a specified amountiohWwhave an office within a specified
geographic area, and restricts management persfsarmeborrowing from another institution that hasarespondent relationship with their
bank.

Additionally, FIRA requires that no person may dcgeontrol of a bank unless the appropriate fddarpervisory agency has been given 60
days prior written notice and within that time Imad disapproved of the acquisition or extendedprgod for disapproval.

Under the Community Reinvestment Act of 1977, tleen@troller of the Currency is required to assesséitord of all financial institutions
regulated by it to determine if these instituti@me meeting the credit needs of the community (liolg low and moderate income
neighborhoods) which they serve and to take thisreinto account in its evaluation of any appl@atmade by any such institutions for,
among other things, approval of a branch or otleodit facility, office relocation, a merger oraequisition 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 adeguédsglines for bank holding companies (on a codstdid basis) substantially similar to
those that apply to the Bank. In January 1989Ft#weral Reserve Board adopted new hiaked capital adequacy guidelines. Under thesk
guidelines, bank holding companies with at lea&0hillion in assets are required to maintain &rat qualifying total capital to weighted
risk assets of at least 8% effective December 8331For bank holding companies with less than $thBion in assets, the above-described
ratio will not apply on a consolidated basis, bilt apply on a bank-only basis unless (i) the pateiding company is engaged in non-bank
activities involving significant leverage, or (the parent holding company has a significant amotintitstanding 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@abihe Federal Reserve Board applies
a risk-based capital framework for Federal Resarember banks, such as the Bank. The frameworknesjbanks to maintain minimum
capital levels based upon a weighing of their asaetording to risk. Effective December 31, 199tjdfal Reserve member banks were
required to maintain a ratio of qualifying totapdal to risk-weighted assets of a minimum of 8%q dier 1 Capital to Assets ratio of 4%. A
minimum leverage ratio of 3% is required for bamkth the highest regulatory examination ratings antcontemplating or experiencing
significant growth or expansion. All other banke aequired to maintain a minimum leverage ratiatdeast 1-2% above the stated minimum
leverage ratio of 3%.

A comparison of the Bank's capital ratios as ofédeler 31, 1998 and December 31, 1997 with thesenuim requirements is presented
below:

BANK
Minimum
1998 1997 Requirements
Total Risk-based Capital 16.9% 16.9% 8%
Tier 1 Risk-based Capital 16.3% 16.3% 4%
Leverage Ratio 10.5% 10.8% 3-5%

As of December 31, 1998, the Bank met all thredtabequirements
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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 ane Bank are also affected by the monetary policthefFederal Reserve Board.
important function of the Federal Reserve Systetn iegulate the money supply and prevailing irserates. Among the instruments used to
implement those objectives are open market op@ratioU.S. Government securities and changes ervesequirements against member
bank deposits. These instruments are used in \aogmbinations to influence overall growth andritisttion of bank loans, investments and
deposits, and their use may also affect interéssreharged on loans by the Bank or paid on itesiep

ITEM 2. PROPERTIES

The Bank conducts its business from its main oféind six branch offices. The main office is loca¢d 4- 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 six branch offi€@se is a 3,900 square foot facility located atBE8ie Road in the Town of Evans. Anotl
is a 1,530 square foot facility located at 25 M&treet, Forestville, New York and the third is 858 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 baen leased to a tenant for a five year term camimg 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 Boston, blang and West Seneca. The 1,280 square foot bicffich at 7186 North Boston State
Road, Boston, New York is occupied pursuant tand laase which provides for monthly payments 08%%,through January 1, 2001, with
option to be renewed for an additional five yeamteThe 3,000 square foot branch office at 599%I58ark Avenue, Hamburg, New York, is
occupied pursuant to a twenty year lease whichigesvfor monthly payments of $5,875 for the fiigefyears through October 31, 2000.
Thereafter, monthly payments increase annually $6m62.50 in Year Six to $7,967.50 in Year Tweidtye 3,196 square foot branch office
at 1026-B Union Road, West Seneca, New York is pieclipursuant to a five year lease which providesrfonthly payments of $2,904.38.

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 Bain&re are no proceedings pending to which the Bmakparty 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 REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER
MATTERS

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

1998 1997(1)
QUARTER HIGH Low HIG H LOW
FIRST $40.00 $38.00 $27. 20 $27.20
SECOND $43.00 $40.00 $32. 00 $27.20
THIRD $45.00 $43.00 $33. 00 $32.00
FOURTH $45.00 $45.00 $38. 00 $33.00

(1) Adjusted for five for one stock split which wefective May 1, 1997.

(b) HOLDERS. As of January 31, 1999, 1,697,598 ehaf the Company's Common Stock were outstandidgtee number of holders of
record of the Common Stock at that date was 1089.

(c) DIVIDENDS.
CASH DIVIDENDS.

The Company paid a cash dividend of $.30 per sfaatjgsted for the five for one stock split) on Amo21, 1997 to holders of record on
October 1, 1997.

The Company paid a cash dividend of $.17 per stiatdarch 26, 1998 to holders of record on Marchd88.
The Company paid a cash dividend of $.20 per shra®@ctober 6, 1998 to holders of record on Septe2bel1998.
The Company has declared a cash dividend of $.28haee payable on April 1, 1999 to holders of rdamn February 23, 1999.

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 approvialhe Comptroller of the Currency. See Footnotedlthe Consolidated Financial
Statements.

STOCK DIVIDENDS. There was no stock dividend in 839 1997. On April 29, 1997, the shareholders ey a five for one stock split
which was effective May 1, 199
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The following table shows consolidated operatingd eapital ratios for the Company for the last thyears:

1998 1997 1996

Return on Average Assets 1.24% 1.19% 1.20%

Return on Average Equity 11.63% 11.06% 10.75%

Dividend Payout Ratio 30.84% 28.30% 23.58%

Equity to Assets Ratio 10.81% 10.95% 11.37%

ITEM 6. SELECTED FINANCIAL DATA

EVANS BANCORP, INC.
SELECTED FINANCIAL INFORMATION
For the Year Ended December 31, 1998 1997 1996 1995 1994
RESULTS OF OPERATIONS
Interest Income $11,851,787 $1 1,072,851 $ 9,799,815 $ 9,226,500 $ 8,206 -596
Interest Expense 4,946,730 4,588,056 3,912,761 3,418,782 2,747 _297
Net Interest Income 6,905,057 6,484,795 5,887,054 5,807,718 5,459 -299
Non-Interest Income 1,220,194 950,662 930,986 763,054 785 _551
Non-Interest Expense 5,196,900 4,849,182 4,555,398 4,228,922 3,981 -801
Net Income 2,043,351 1,802,275 1,614,642 1,664,783 1,617 _049
BALANCE SHEET DATA
Total Assets $174,120,230 $15 8,542,163 $140,898,057 $125,308,204 $114,565 -971
Loans - Net 110,526,449 10 1,627,427 92,087,902 75,468,504 71,998 929
Allowance for Loan Losses 729,199 609,539 546,954 557,961 628 -957
Securities 50,059,972 4 0,400,374 36,054,324 38,954,494 32,341 350
Total Deposits 144,083,636 13 8,391,327 123,461,379 109,020,551 100,532 -031
Stockholders' Equity 18,623,413 1 7,039,300 15,510,083 14,485,510 12,723 940
PER SHARE DATA
Net Income $ 120 $ 1.06 $ 095 $ 097 $ 695
Cash Dividend $ 37 $ 0.30 $ 022 $ 014 $ 609
Book Value at Year End $ 1096 $ 10.03 $ 913 $ 853 $ -749
Market Value $ 45.00 $ 3800 $ 2720 $ 2200 $ 1 ;100
Weighted Average Shares 1,698,612 1,698,950 1,698,950 1,698,950 1,698 -950

(Retroactively adjusted for stock dividends anaktplits)

CORRECTION: Book Value at Year End For 1995 and Earlier and Market Value For
1996 and Earlier Under PER SHARE DAT A Have Been Corrected to
Reflect the Five-For-One Stock Split in 1997.
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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®B, 1997 and 1996. The reviev
the information presented should be read in conjonavith the consolidated financial statements aocbmpanying notes.

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

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

RESULTS OF OPERATIONS

Net income of $2,043,351 in 1998 resulted in earmiper share of $1.20. This is an increase of 124éb net income for 1997 of $1,802,2
or $1.06 per share. Income in 1997 had improvefi%Zlver net income of $1,614,642 or $.95 per simai®96. The strong earnings
performance of the Bank in 1997 and 1998 illustdite positive income impact of the $2.2 millioparsion plan implemented over 1995
and 1996, which included the addition of the Hangbamd Evans branch offices.

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

NET INTEREST INCOME

Net interest income, before the provision for créases, increased 6.5% from 1997 to 1998, condparan increase of 10.2% from 199¢
1997. The increase in net interest income in 193Rie to an increase in average earning asselaf fillion or 8.8% over 1997. The tax-
equivalent yield earned on those assets decre@skasks points, from 8.31% in 1997 to 8.11% in 199& average cost of funds on interest-
bearing liabilities, which increased $9.3 million&3% in 1998, decreased only two basis pointenf4.11% in 1997 to 4.09% in 1998. As a
result, the Bank's net interest margin narrowethfdo59% in 1997 to 4.52% in 1998.

In 1997, the increase of 10.2% in net interestime@ver 1996 was the result of an increase in thamne of average earning assets of $15.8
million and an increase in the yield earned onelessets, 8.31% compared to 8.27% the previous Aearage interest-bearing liabilities
also increased in volume, $13.3 million or 13.6%4997 over 1996, and the average cost of fundeased from 3.99% in 1996 to 4.11% in
1997. The Bank's net interest margin was 4.59%98vIcompared to 4.64% in 1996.

Management believes this reduction in net intemestgin in 1998 is due to several factors. The Faddeeserve Board decreased the federal
funds rate three times between September and Dexef#98 for a total of 75 basis points. Theseeatsms were followed in the marketplace
by corresponding decreases in the prime rate, whiamediately impacted the yield earned on variabte loans. Despite the fact that these
interest rate moves were the first initiated by Fleeleral Reserve since late March of 1997 (a 2i5 lpaint increase), other market rates
declined over 1998. Volatility in world financialarkets has encouraged investors to turn to théysafevided by the US bond market,
driving prices up and yields down on financial ingtents which are priced relative to treasury géear Certain loan pricing was also
impacted.
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The Bank constantly monitors its exposure to irgterate risk. The proper management of interessitea funds will help protect the Bank's
earnings against extreme changes in interest rEtesBank's Asset/Liability Management Committe®L({CO") meets monthly for the

purpose of evaluating the Bank's short-range ang-fange liquidity position and the potential impao capital and earnings as a result of
sudden changes in interest rates. The Bank haseatlap asset/liability policy which specifies minim limits for liquidity and capital ratios.
Maximum limits have been set for the negative inip&ceptable on net interest income and the magedae of assets as a result of a shift in
interest rates. The asset/liability policy alsdines guidelines for investment activities and funthnagement. At its monthly meeting, the
ALCO reviews the Bank's status and formulatestitegy based on current economic conditions, éstaiate forecasts, loan demand, deposit
volatility, and the Bank's earnings objectives.

PROVISION FOR LOAN LOSSES

Loan losses represent the amount charged agamaig@sto establish a reserve of allowance sufficie absorb expected loan losses based
on management's evaluation of the loan portfolaxtérs considered include loan concentrations gehaff history, delinquent loan
percentages and general economic conditions. 18,188 Bank increased the amount charged agaimshga for loan losses to $150,000
from $60,000 charged against earnings in eacheoyélars 1996 and 1997. Substantial sustained giiavdian volume over the past three
years warranted such an increz

The following table summarizes the Bank's actuahltosses, total of non-performing loans and ttalvance for loan losses for 1998, 1997
and 1996, both in dollars and as a percentagdalfltmns outstanding:

1998 1997 1996
Actual Loan Losses $ 71,458 0 .06% $ 46,858 0.05% $ 76,604 0.08%
Non-Performing Loans $1,452,000 1 .32% $ 987,000 0.96% $ 230,000 0.20%
Allowance for Loan Losses $ 729,199 0 .66% $609,539 0.59% $ 546,954 0.59%

Although, during 1998, non-performing loans inceghsver the prior year, all loans in this categang considered well-collateralized and in
the process of collection. As a result, no sigalificlosses are anticipated.

NON-INTEREST INCOME

Total non-interest income increased approximat2F0$000 in 1998 over 1997 which compares to areas® of approximately $20,000 in
1997 from 1996. Several factors contributed toiticeease in 1998, such as an increase in the Baak/fce charges implemented June 1,
1998 and fees earned through the merchant VISAranogvhich began in late 1997. Comparatively lovesagncouraged consumers to apply
for new loans or pursue refinancing, contributiogh increase in loan-related fee income.

Nor-interest income also included approximately $168,fr the cash surrender value of life insurara&ies held on certain bank officers.
This compares to $64,000 in 1997. The 1998 figuckides a one-time gain of approximately $97,00&whesulted when the original
policies were surrendered due to a change of insure

Gains realized on the sale of loans and secutdtesed $66,208 in 1998 versus $33,809 in 1997ridd sales of securities had resulted ir
losses of $4,450, but these losses were offsetgayraof $14,513 which was realized when one of8hek's residual bonds was called for
redemption in December. In 1997, net losses onrgiesutransactions were approximately $2,000. Ruems received on sales of student
loans to the Student Loan Marketing AssociatiorL 18") were approximately $43,000 in 1998 as complae$28,000 in 199}
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Premiums in 1998 included approximately $28,00@irex when the Bank sold the majority of its remvagrstudent loan portfolio to SLMA.
The Bank also had an increase in premiums receaiieshles of mortgages to the Federal National MgegAssociation ("FNMA"). These
premiums were approximately $12,800 in 1998 as e@wetbto $8,000 in 1997. The Bank has been affiiatith both SLMA and FNMA
since 1995.

NON-INTEREST EXPENSE

In 1998, the ratio of non-interest expense to ayerssets was 3.14% compared to 3.18% in 1997.8ié3dn 1996. Non-interest expense
categories include salaries, occupancy expensairsegnd maintenance, advertising and professgaraices , among others. Occupancy
expenses remained stable in 1998, and there wlaschiange in the Bank's FDIC insurance assessmdwertising costs decreased 7.2% and
professional services decreased 5.8%. Salary amefibexpense increased 8.3% in 1998, due to aaditistaffing, merit/promotional
increases and costs related to the supplementdbgegoretirement plan ("SERP"). Miscellaneous othygrenses in 1998 included costs
related to maintaining foreclosed properties amhums paid for life insurance policies held onta@ierbank officers.

TAXES

The provision for taxes in 1998 of $735,000 refBeamh effective tax rate of 27%. This compares AFI00 and 28% in 1997 and $588,000
and 26% in 1996. The Bank maintains a substamiadtment in tax-advantaged municipal bonds whagttributes to its favorable tax
position. In addition, in 1998, the Bank receivé®¥ 00 in non-taxable income as the result of swigang life insurance policies held on
certain bank officers due to a change in insurer.

FINANCIAL CONDITION

The Bank had total assets of $174.1 million at Dawer 31, 1998, increasing $15.6 million or 9.8%rdvecember 31, 1997. Net loans of
$110.5 million reflected an increase $8.9 milliarBd8% over the prior year. Securities increased $8llion or 23.9%. Cash and cash
equivalents decreased $3.0 million, or 29.3%. Dipgsew by $5.7 million or 4.1% and capital incsed $1.6 million or 9.3%.

LOANS

Loans comprised 69.3% of the Bank's total averageileg assets in 1998. Actual year end balancesadsed 8.8% compared to an increa:
10.4% at December 31, 1997 and 22% at Decembdr9®8, The relatively low rates available on mogetyof loans over the past three y
has fueled both new loan activity and refinancigpansion of the Bank's trade area has also coiedlto the significant loan growth over
that time period.

The Bank continues to focus its lending on comnad@d residential mortgages, small commercialdaard home equity loans. Commercial
mortgages continue to make up the largest segnidiné @ortfolio at 47.7%. Residential mortgages pase 22.0% of the portfolio and
commercial loans total 13.3%. Home equity loansengk 14.2% of total loans. At December 31, 1998,Bhnk had a loan-tdeposit ratio ¢
77.22%. This compares to a loan-to-deposit rati6309% at December 31, 1997.

The Bank currently retains the servicing right$500 million in long-term mortgages sold to the &ed National Mortgage Association
("FNMA") since becoming a member in 1995. This agament allows the Bank to offer long-term mortgagéhout exposure to the
associated interest rate risks, while retainingarasr account relationships.

The Bank continues its contractual arrangement thighStudent Loan Marketing Association ("SLMA") evbby SLMA services the Bank's
loans to students who are still in school and syibsetly purchases those loans. In December, 1B88ank sold approximately $1.2 million
in student loans to SLMA. As a result, student lbatances decreased nearly 75% in 1998. This campargrowth of 2.3% in 1997 over
1996 and a decrease of 13.4% in 1996 from 1995.

SECURITIES

Securities made up the remaining 30.7% of the Bagé'ning assets at December 31, 1998. In preyears, the size of the investment
portfolio was determined by the relationship of agpgrowth to loan growth. When excess depositewet needed to fund loans, the
investmen
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portfolio was increased. When deposit growth wassaoéficient to fund loan demand, maturing investiisevere not replaced, Federal Funds
sold balances were reduced, and when necessas bare sold. In 1998, even though loan growth eced deposit growth, there was an
increase in the securities portfolio. This was fasghrough the use of the Federal Home Loan BaRKLB") as an alternative funding
source. By utilizing the fixed rate advance progerthe FHLB, the Bank was able to borrow $5 millio fund the purchase of government-
guaranteed securities with a similar average dithjeving a favorable earnings spread.

The Bank's investments remain concentrated in U&mgment and US government agency securities anrddeantaged municipal bonds of
varied maturity. The tax-equivalent yield on thenBa investments in federal funds sold and seeuaritias 6.48%, declining from 6.57% in
1997. The yield in 1996 was 6.51%.

In 1994, the Bank adopted Financial Accounting 8sad 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 Barngiaass as held to maturity are stated on the balaheet at amortized cost, and those
designated as available for sale are reportedrantaket value. The unrealized gains and lossesvaiiable for sale securities are recorded,
net of taxes, as a separate component of sharelatdgiity. Transferring a security from one catgdo another results in certain accounting
consequences. In 1995, the Financial Accountingdatals Board allowed a one-time reclassificatioseafurities without penalty. As a result
of this onetime window of opportunity, the Bank reclassifiéa tmajority of its bonds in the held to maturityeggory as available for sale. (
October 1, 1998 the Bank adopted Financial Accognitandard No. 133 which provided a second oppibytto reclassify securities witho
penalty. The Bank reclassified approximately $3iotilin collateralized mortgage obligations as &atzde for sale. The majority of bonds
remaining in the held to maturity category représie@ Bank's investment in the local communitieschlit serves.

DEPOSITS

Total deposits increased $5.7 million in 1998 dl@®7. All major categories of deposits increaseth the exception of time deposits of less
than $100,000. Demand deposits increased 19.3%tlo@qrior year. Growth in regular savings balarafes 7% was bolstered by the posit
response of customers to the tiered rate Premivim@aproduct introduced in May of 1997. Time defsosver $100,000 increased 5.8%.
Such deposits are obtained from local municipalittrough the competitive bidding process and fcommercial and retail customers
looking for the safety of an insured deposit.

Competition for time deposits under $100,000 h&nisified as informed consumers shop for the ketatm available. Aggressive
promotional efforts by other banks offering abave market rates have had an impact on the Bantifiaade of deposit balances, as
evidenced in the 8.7% decline in this categoryesib@97. Alternative savings instruments, such d¥4flans and mutual funds, among
others, now attract dollars that at one time wdwdde been deposited into a certificate of depassawings account.

The Bank's competitive edge comes from providinge/ghrough outstanding customer service. In 1888 Bank provided customer service
training to its entire staff and adopted writtestocumer service standards. In addition, Eas-E Léfephone and personal computer banking
was introduced in November, 1998. This service igies customers with access to their accounts dinamiing and non-banking hours,
either by telephone or personal computer.

LIQUIDITY

The Bank seeks to manage its liquidity so that @&ble to meet day to day loan demand and deposititions, while attempting to maximi
the amount of net interest income on earning as$adslitionally, the Bank has utilized its fedef@hds balances and cash flows from the
investment portfolio to fulfill its liquidity requements. As a member and shareholder of the Felderak Loan Bank ("FHLB") the Bank al
has many borrowing options. The FHLB will make casgliances of various terms at competitive ratéts tmembers. Advances of up to $8.1
million can be drawn on the FHLB, via the Overnigirie of Credit Agreement, and an amount equab®% »f the Bank's total assets could
be borrowed through the advance programs undeaicetialifying circumstances. The Bank also hagfteon to purchase up to $4,000,000
in federal funds from one of its corresponde
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The cash flows from the investment portfolio amdered to provide funds from principal and integestments at such times as liquidity
needs may arise. Contractual maturities are atkteled, with consideration as to the volatilitynwdrket prices to ensure that a sufficient
amount of securities are available that could e without incurring significant losses. At Decemi3d, 1998, approximately 12% of the
Bank's securities had contractual maturities of year or less and approximately 26% had maturitgsiaf five years or less. At December
31, 1998 the Bank had net short-term liquidity 4f0bmillion as compared to $5.9 million at DecemB&r 1997. Available assets of $48.1
million less public and purchased funds of $37.8iomi resulted in a long-term liquidity ratio of 8% compared to 149% at December 31,
1997.

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 gowsnt and government agency securities and New 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 ratesisiegr 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,
1998, the Bank was in a negative gap position, ®t4.9 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 +/-15% of the Bank's total assets which
amounted to +/-$26.1 million at December 31, 199&refore, the Bank's negative gap position waswi#hin its policy limits. The gap

ratio (rate sensitive assets/rate sensitive ligds) at that date was 81%.

The following table provides information about B&nk’s on-balance sheet instruments that are sBengitchanges in interest rates. Expected
maturity date values for interest-earning assetg walculated by adjusting the contractual matudéte for expectations of prepayments.
Expected maturity date values for interest-beacimg deposits were calculated based upon estirofthe period over which the deposits
would be outstanding.

Expected maturity date -
year ended December 31, 1999 2000 2001 2002 2003 There-after To tal Fair Value

INTEREST-EARNING
ASSETS ($000S)

Loans Receivable, Fixed Rate 9,632 5,976 4,146 3,726 3,775 16,001 43 ,256 42,805
Average Interest Rate 8.01%  8.56% 8.72%  8.62% 8.47%  9.64%
Loans Receivable, Adj. Rate 18,961 3,375 4,340 3,465 3,365 34,494 68 ,000 68,000
Average Interest Rate 8.75%  9.10% 8.87% 893% 8.90% 8.64%
Investments 15,659 7,427 3,130 3,424 4,484 15935 50 ,059 50,059
Average Interest Rate 6.38%  6.54% 6.85% 6.89% 7.18% 7.23%

INTEREST-BEARING
LIABILITIES ($000S)

Deposits 66,534 18,002 12,731 12,327 8,633 0 118 ,227 118,746
Average Interest Rate 455%  3.19% 239% 2.30% 2.52% 0.00%
Borrowed Funds 4,225 1,000 0 1,000 2000 1,000 9 225 9,211
Average Interest Rate 5.01% 4.83% 0.00% 4.91% 4.90% 5.07%

Off-balance sheet financial instruments at Decertied 998 included $7,077,000 in undisbursed lofesedit at an average interest rate of
9.02%, $2,622,000 in fixed rate loan originatiomeoitments at 8.60%, $12,203,000 in adjustablelcgte origination commitments at
9.41%, and $1,007,000 in adjustable rate lettecsedfit at an average rate of 9.75%.

MARKET RISK

When rates rise or fall, the market value of thelBaassets and liabilities will increase or desee@ds 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 \afltize available for sale portfolio per
Financial Accounting Standard N



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 wou
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be acceptable. At year end, the impact to equity @sult of marking available for sale securit@market was an unrealized gain of
$443,308. On a quarterly basis, the availabledte portfolio is shocked for immediate rate incesasf 100 and 200 basis points. At
December 31, 1998, the Bank determined that it ditalte an immediate increase in excess of 200 pasiss to eliminate the current capital
cushion. The Bank also reviews the Bank's capitéds on a quarterly basis. Unrealized gains @ds®n available for sale securities are not
included in the calculation of these ratios.

CAPITAL EXPENDITURES

Anticipated large capital expenditures during 1889ude approximately $400,000 for leasehold improents and equipment purchases
necessary in establishing a branch office in Wese8a, New York. This additional office is schedui@ open February 1, 1999. Some
existing equipment at the Bank's other locatiorscheeduled to be replaced, and expenses will heriedt as a result of the Bank's Year 2000
initiative. There will also be additional expendda related to the ongoing Channel Managementgirajeich encompasses the technology
necessary to provide E&stine telephone and PC banking. Also in 1999 fitlsé stages will be taken to implement Internetkiag. This will
provide customers with the ability to pay bills yiarsonal computer The Bank believes that it hefféciently strong capital base to support
these capital expenditures with current assetsetathed earnings.

IMPACT OF INFLATION AND CHANGING PRICES

There will always be economic events, such as dmaitgthe economic policies of the Federal ResBoard, that will have an impact on the
profitability of the Company. Inflation may residtimpaired asset growth, reduced earnings andaundard capital ratios. The net interest
margin can be adversely impacted by the volatiftinterest rates throughout the year. Since tfesters are unknown, management atter
to structure the balance sheet and the 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 Company has long been aware of the compleritysgnificance of the issues associated with thead of the Millennium (Year 2000).
The "Year 2000" problem centers around the woddmmputer systems and a common programming prattiteondenses a century date to
just two digits, i.e. "98" to represent 1998, tmserve storage space. As a result, these systeynmtagret "00" as 1900 rather than 20
causing potential data corruption, misinterpretatmr system failure. The Company, with the suppad direction of its Board of Directors
and Senior Management, has dedicated financiahanthn resources to formally adopt strategies an#t weavards resolving all potential
Year 2000 issues.

In the third quarter of 1997, the Company begam#dizing its strategy to address the data procgssinl business impacts we anticipated to
be associated with Year 2000 issues. Our ultimgpecach was to adopt the five-phase format recondeetby the Federal Financial
Institutions Examination Council, and follow guid&nprovided us by our regulatory authorities whaqaically monitor and evaluate our
progress. These phases, and our activities, aceilded as follows:

AWARENESS PHASE

While this can be considered an ongoing phasengléd education of employees, customers, and vsnaar primary activities defined the
Year 2000 problem; obtained Board of Director amédttive level support; established a project téamclude the Senior Vice President of
Administration, the Bank Auditor, Manager of Dat@&ssing, Manager of Systems Development, reptasess from each functional area
of the Bank, legal counsel, and the principal of main-frame software vendor. This committee wapoasible for development and
implementation of an overall strategy to identifydaesolve issues associated with the year 2000.

ASSESSMENT PHASE

Implementing this phase provided an assessmehedfize and complexity, identifying affected arebsur business, identified the required
resources, and enabled us to develop a compreleguisiv. An inventory of all hardware and softwaeswompleted to establish a specific
Year 2000 status, i.e. "already deemed complidratjuiring replacement or renovation”, or "becomafgolete"”. Priorities were then
determined. Certain systems were identified asiomswitical. Non-information technology systemsrevalso addressed. Key vendors, such
as providers of power, heating, and telephone sesyiamong others, were contacted regarding thegr 2000 readiness. The Bank has
received letters certifying Year 2000 complianamfrthose suppliers whose services are deemedattii®ank operations. However, in the
event of an infra-structure failure, i.e. lack afyer, etc., a Bank committee has developed a agenticy plan so that business can continue
with minimal interruption. The Bank also performeedustomer risk assessment in the last quarte9%8.1

RENOVATION PHASE

The Company does not write or create computer cogerform programming activities. We are reliantvendors and software suppliers to
furnish enhancements in a timely manner. Renovatiaur core processing system was completed iy €868 in conjunction with a plan
developed by the vendor, other user financialtimstins, and our Company. These renovations \
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successfully tested in collaboration with all usestitutions at our back-up site. The renovatedesyswas successfully installed in June 1998.
Additional in-house testing was conducted througlioe remainder of the year.

VALIDATION PHASE

This is probably the most critical and intensivegh of the entire project. It is in this phase tiatalidate, through a variety of testing
methods, that each system can process after thefttine century, with particular emphasis on thideatified as "mission critical". As stated
above, renovation to our core processing systenssswecessfully tested, and all testing of missiitical systems was successfully comple
by year end 1998. In each case, we followed a cehgrsive written test plan involving user represtéon to validate test results. All
systems, including those designated mission cljtigve been renovated and successfully testefidsagmber 31, 1998. Two non-critical
systems warranted as "Year 2000 compliant” by #relar will be tested in the first quarter of 1988ditionally, fully integrated testing will
be performed again within the first and second tguanf 1999.

IMPLEMENTATION PHASE

The Company's Year 2000 ready systems are in plag@resently functioning. As part of implementafizve plan continued testing in 1999,
along with fully integrated tests. Quality reviewsl be conducted throughout 1999 and the year 20G$hsure proper functioning of our
systems. The implementation phase involves comicggplanning. The Company maintains a formal BussriResumption Plan, and is in the
process of supplementing that plan with a contioggrian relevant to Year 2000 issues. The contiog@hanning process was well under
way by year end 1998, and is expected to be coappleg March 31, 1999 and validated by June 30, 1999

The Company believes, however, that due to thespidsd nature of potential Year 2000 issues, thérgency planning process is an
ongoing one which will require further modificat®as the company obtains additional informatioecHjally regarding third party Year
2000 readiness.

The Company has identified significant (large) coenoial depositors and performed an assessmeneiofefiorts towards Year 2000
readiness. Should these depositors be unable ttidarfinancially as a result of their own Year Bd6sues, or significantly reduce their
deposit levels, there could be an impact on thekBaown cash flow. Our initial assessment evalutitissrisk as minimal, and all customers
identified in this risk assessment are aware ofvibar 2000 issues and are planning Year 2000 ressliefforts.

A risk assessment of large commercial borrowersaiss completed representing approximately 70 cortisdecustomers, or 74% of
commercial loan outstandings. Based on surveytesll are rated as moderate to low risk. We pdaselectively monitor the progress of
certain moderate risk borrowers throughout 1999 KMemmercial loans exceeding our borrowing thregHof risk ratings will be measured
to assure information technology utilized by therbaer will be Year 2000 ready.

Management continues to quantify expenses relat¥ear 2000 readiness. The Company has not beeaireddo provide additional staff for
the express purpose of Year 2000 readiness, therraas utilized existing internal staff. Our buttgeexpenses approximate $45,000, of
which $15,000 will be allocated for renovation ofe processing software. Expenses associated i X000 preparedness are not expe
to have a material impact on the financial conditid the Company.

The Company's objective is to migrate to the Y&@®@with minimal impact on customers, and be pregdor January 1, 2000. We believe
that the manner in which we have addressed thig isederscores our strengths. The Company hassbarnces and the technological
expertise to address such new issues, but is smaligh to enable us to make adjustments to intprogkams and systems without affecting
the ability to service our customers. The Compamnot provide assurance that failure of third partdo adequately address the Year 2000
issue will not have an adverse impact. To minimizeertainty, we will assess critical suppliers andtomers to determine their readiness.
The Company is confident that with the implementatf the Year 2000 initiatives as scheduled, thesibility of significant interruptions to
normal operations should be reduced.

The preceding "Year 2000" discussion contains wargtatements which represent the Company's beliefspectations regarding future
events. All forward-looking statements involve anber of risks and uncertainties that could causattual results to differ materially from
the projected results. Factors that cause therdiftees include, but are not limited to, the actiohgovernmental agencies or other third
parties with respect to Year 2000 proble
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
See discussion under item 7 MDA "Interest Rate Ris#k Market Risk"
ITEM 8. FINANCIAL STATEMENTS
See Part IV, Item 14, "Exhibits, Financial StatetseSchedules and Reports on Form 8-K"
ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURES

None.
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PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT
The following table sets forth the names, agespmsitions of the Directors and Executive Officefsh@ Company.

INFORMATION REGARDING DIRECTORS

NAME

----- TERM
NOMINEES FOR DIRECTORS: AGE POSITION EXPIRES
-RobertW-AII-en- h 3 S ecretary, D irector 1999
William F. Barrett 57 Director 1999
David C. Koch 63 Director 1999

DIRECTORS:
Phillip Brothman 60 Director 2001
Richard M. Craig 61 Chairman of Board, President, 2000

CEO, Directo r

LaVerne G. Hall 61 Director 2000
Richard C. Stevenson 90 Director 2000
David M. Taylor 48 Director 2001
Thomas H. Waring, Jr. 41 Director 2001

Each Director is elected to hold office for a thyear term and until his successor is elected aiadifgpd.
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. Koch has been a Director since 1979 and is 1@t and Chief Executive Officer of New Era Cap,Quc.
Mr. Brothman has been a Director since 1976 ardpiartner in the law firm of Hurst, Brothman & Ycisi

Mr. Craig joined Evans National Bank (the "Bankt)1i987 and has served as President and Directm $888. In 1989 he was appointed
Chief Executive Officer, and was, in January 19880 elected Chairman of the Board. Previouslyyas the Administrative Vice President
of M&T Bank.

Mr. Hall has been a Director since 1981. He isftlimer Chairman of the Board of L.G. Hall Buildi@pntractors, Inc.

Mr. Stevenson has been a Director since 1958 aRckesident of Stevenson Realtors and Chairmane
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Board of Evans Land Corp.
Mr. Taylor has been a Director since 1986 and ésident of Concord Nurseries, Inc.
Mr. Waring has been a Director since 1998. Heeéspttincipal of Waring Financial Group, an insuraace financial services firm.

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

LOAN COMMITTEE:
William F. Barrett, Chairman Robert W. Allen Riclavl. Craig David C. Koch Thomas H. Waring, Jr.

The Loan Committee met eleven times during 19%8plirpose is to review and approve loans exceék866,000 or loans that are non-
conventional.

INVESTMENT COMMITTEE:
Richard M. Craig, Chairman Robert W. Allen David M. Taylor

The Investment Committee met once in 1998. Thediment 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. Barrett Rictavl. Craig David C. Koch Thomas H. Waring, Jr.

The Planning Committee met three times in 1998. Hlaening Committee is responsible for reviewing strategic plan of the Bank and
actions taken to obtain those objectives.

LOAN REVIEW COMMITTEE:
Phillip Brothman, Chairman Richard M. Craig LaVei@eHall David M. Taylor

The Loan Review Committee met four times during8.98 purpose is to insure the Bank's provisioth mserve 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 adgoofahe credit loss reserve.

AUDIT COMMITTEE:
Phillip Brothman, Chairman Richard M. Craig DavidKbch David M. Taylor

The Audit Committee met five times in 1998. The rbens of the Audit Committee receive from the intdrmuditor a quarterly report which
describes findings for the prior quarter. The fiorcf the Audit Committe:
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is to insure that the Bank's activities are beiogdticted in accordance with law, banking rulesragalations, other regulatory and
supervisory authorities, and the Bank's interndicjes. In addition, the Audit Committee recommentaishe Board of Directors the service:
a reputable certified public accounting firm. Then@nittee receives and reviews the reports of tinfieel public accounting firm and
presents them to the Board of Directors with comisiand recommendations.

INSURANCE COMMITTEE:
William F. Barrett, Chairman Robert W. Allen Riclavl. Craig Richard C. Stevenson
The Insurance Committee met once during 1998. ddnismittee reviews the coverage of insurance paliofehe Bank and monitors costs.
HUMAN RESOURCE COMMITTEE:
LaVerne G. Hall, Chairman William F. Barrett Rictavl. Craig David C. Koch Richard C. Stevenson TheidaWaring, Jr.

The Human Resource Committee met twice during 1B9§urpose is to review management's recommenndas it relates to job
classification, salary ranges and annual merigiases. 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 1998. Each incumbent director of the gaomy, except for Mr. Koch and Mr.
Waring, attended at least 75% of the aggregatdl ifeameetings of the Board of Directors and tlwrinittees of which they were members.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMRINCE

Section 16(a) of the Securities Exchange Act o#41@fjuires the Company's executive officers anectlirs, and persons who beneficially
own more than ten percent of the Company's stockgtinitial reports of ownership and reportsobfanges in ownership with the Securities
and Exchange Commission. Executive officers, dinecand greater than ten percent beneficial owarersequired by SEC regulations to
furnish the Company with copies of all Section }6¢ms 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 thigihg 1998 all Section 16(a) filing requirementpligable to its executive officers, direct
and greater than ten percent beneficial owners e@rglied with by such persor



-34-
ITEM 11. EXECUTIVE COMPENSATION
COMPENSATION OF DIRECTORS

For the year 1998, members of the Board of Dirasctagre compensated at the rate of $750 per meetitigthe Secretary receiving $800 per
meeting. Total directors' fees during 1998 amoutdebL 40,145 (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
1998, 1997, and 1996 of the Chief Executive Offitiee Senior Vice President of Administration, aéimel Senior Vice President of the Loan
Division. No other executive officer earned in essef $100,000.

SUMMARY COMPENSATION TABLE

LONG-TERM
ANNUAL COMPENSA TION COMPENSATION

AWARDS PAYOUTS

NAME OF AND STOCK LONG-TERM
PRINCIPAL OPTION  INCENTIVE  ALL OTH ER
POSITION YEAR  SALARY BONUS OTHER(1) (SHARES) PAYOUTS COMPENSA TION
Richard M. Craig 1998 $160,308 $20,000 $3,206 -0- -0- -0-
President & CEO 1997 $151,308 $14,013 $3,026 -0- -0- -0-
1996 $142,385 $13,840 $2,848 -0- -0- -0-
James Tilley 1998 $109,335 $14,000 $2,187 -0- -0- -0-
Senior Vice 1997 $103,059  $9,991 $2,061 -0- -0- -0-
President 1996  $97,095  $9,875 $1,942 -0- -0- -0-
William R. Glass 1998 $102,945 $14,000 $2,059 -0- -0- -0-
Senior Vice 1997 $96,630  $9,868 $1,933 -0- -0- -0-
President 1996  $90,235  $9,743 $1,805 -0- -0- -0-

(1) Includes the Bank's contribution to the Emplgavings Plan made for the benefit of Mr. Crai§®206 in 1998, $3,026 in 1997, and
$2,848 in 1996; for the benefit of Mr. Tilley of 387 in 1998, $2,061 in 1997, and $1,942 in 1996;far the benefit of Mr. Glass of $2,059
in 1998, $1,933 in 1997, and $1,805 in 1996. S&PEOYEE SAVINGS PLAN". Does not include personahkéts which did not exceed
10% of Mr. Craig's, Mr. Tilley's, or Mr. Glass' agy and bonus in any year.

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 becomeseest 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 yearsafice. However, the benefits already accruedrbygloyees 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, 1998, Mr.
Craig had ten years of credited service and $13p2@&erage monthl
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compensation; Mr. Tilley had nine years of credgedvice and $8,949 of average monthly compensadiuh Mr. Glass had five years of
credited service and $8,375 of average monthly emsation.

SUPPLEMENTAL EXECUTIVE RETIREMENT PLANS

In 1995, the Bank entered into non-qualified Suppetal Executive Retirement Plans ("SERPs") witthihr. Craig and Mr. Tilley to
provide retirement benefits to supplement theirdiiéghunder the Bank's pension plan and replacéé¢nefits reduced by the 1994 amendr
to the Pension Plan. See "PENSION PLAN". In 1998, Gfaig's SERP was amended and the benefits seilen 1999, the Bank amended
Mr. Tilley's agreement increasing his benefit, afsb entered into an agreement with Mr. Glass. UtideSERPS, as amended, Mr. Craig,
Mr. Tilley, and Mr. Glass are entitled to additibaanual pension payments of $92,766, $66,943$80¢000, respectively, for 20 years after
retirement at age 65, unless their employmentiiteated earlier. The SERPs also provide deathflieimethe same annual amounts in the
event the executive dies prior to age 65, whichpaseable over 10 years. The Bank has purchaséel iasurance policy on both Mr. Craig
and Mr. Tilley to assist in recovering the amouwftany benefits paid in the future under the SERPs.

EMPLOYEE SAVINGS PLAN
The Bank also maintains a 401(k) salary defer@hpb assist employees in saving for retirement.

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

Individual account earnings will depend on the perfance of the investment funds in which the pigict invests. Specific guidelines
govern adjustments to contribution levels, investitkecisions and withdrawals from the plan. Thedfiers paid as an annuity unless the
employee elects one of the optional forms of payragailable under the plan. See "Summary Compeanrsdtable” for a summary of the
amounts contributed by the Bank to this Plan fertienefit of Mr. Craig, Mr. Tilley, and Mr. Glas
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ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The following table sets forth, as of January 399, the number (rounded to the nearest whole yb&mitstanding 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@s a group:

Nature and Amount of Percent of
Name Beneficial Ownership Class
;'\—’;J-bert W, Allen) 29,9 44 -------- ;18%
William F. Barrett (2) 161,3 45 9.5%
Phillip Brothman (3) 23,8 10 1.4%
Richard M. Craig (4) 8,1 23 5%
LaVerne G. Hall (5) 54,3 80 3.2%
David C. Koch (6) 25,7 93 1.5%
Richard C. Stevenson (7) 55,3 24 3.3%
David M. Taylor (8) 6,8 40 4%
Thomas H. Waring, Jr. 5 09 .03%
Directors and Officers
as a Group (11 persons)
(1)(2)(3)(4)(5)(6)(7)(8)(9)(10) 367,5 80 21.6%

(1) Includes 2,764 shares owned by Mr. Allen's wife

(2) Includes 12,850 shares owned by Mr. Barretife, 80,940 shares owned jointly by Mr. Barrett dnislwife and 6,345 shares held for Mr.
Barrett's son, as to which he disclaims benefmiahership.
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(3) Includes 1,480 shares owned by Mr. Brothmaiifs and 2,713 shares held by a pension plan ofwikic Brothman is a trustee and a
participant.

(4) Includes 5,415 shares owned jointly by Mr. Grand his wife and 168 shares owned by Mr. Craigigyhter, as to which he disclaims
beneficial ownership.

(5) Includes 23,230 shares owned by Mr. Hall's wife

(6) Includes 1,485 shares owned jointly by Mr. Kaetd his wife, and 775 shares owned by Mr. Koabr's as to which he disclaims
beneficial ownership.

(7) Includes 3,669 shares owned by Mr. Stevensuifés and also 12,635 shares held by Mr. Stevemasaronservator for Evelyn Simonsen
and 1,060 shares held in a trust for F. Evelyn @glay as to which he disclaims beneficial ownership

(8) Includes 300 shares owned jointly by Mr. Taydod his wife.

(9) Includes 426 shares owned by Mr. James Tillegistant Secretary of Evans Bancorp, Inc., 10eshheld by Mr. Tilley in trust for his
grandson, and 76 shares owned jointly by Mr. Tikeg his mother.

(10) Includes 1,000 shares owned by Mr. Williamsslarreasurer of Evans Bancorp, Inc., held joiwith his wife.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

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 atitie for comparable transactions with others.

PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENTS,SCHEDULES, AND REPORTS
ON FORM 8-K

The following financial statements and independertitors' report thereon are included herein oirarerporated by reference are included
from 1998 Annual Report to Shareholders pages it 89 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 Statements

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 Incorporation (1) n/a

3.2 Certificate of Amendment to

Certificate of Incorporation (3) n/a
3.3 By-Laws (1) n/a
3.4 Amended Section 204 of By-Laws (4) n/a
35 Amended Section 203 of By-Laws (6) n/a

4.1 Specimen common stock certificate (3) n/a
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10.1 Employment Agreement dated August 19, 1 997 nla
between the Bank and Richard M. Craig ( 6)

10.2 Employment Agreement dated August 19, 1 997 nla
between the Bank and James Tilley (6)

10.3 Employment Agreement dated August 19, 1 997 nla
between the Bank and William R. Glass ( 6)

10.4 Specimen 1984 Director Deferred Compens ation
Agreement (2) n/a

10.5 Specimen 1989 Director Deferred Compens ation
Agreement (2) n/a

10.6 Summary of Provisions of Director Defer red
Compensation Agreements (2) n/a

10.7 Evans National Bank Supplemental Execut ive
Retirement Plan for Richard M. Craig da ted

February 16, 1999 (7)

10.8 Evans National Bank Supplemental Execut ive
Retirement Plan for James Tilley dated
February 16, 1999 (7)

10.9 Evans National Bank Supplemental Execut ive
Retirement Plan for William R. Glass da ted
February 16, 1999 (7)

131 1998 Annual Report to Shareholders (7)

21.1 Subsidiaries of the Registrant (6) n/a

27 Financial Data Schedule (7)

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

(3) Filed as an Exhibit to the Company's Form 1fthe quarter ended March 31, 1997 (File No. 838 and incorporated herein by
reference.

(4) Filed as an Exhibit to the Company's Form 1fthe quarter ended June 30, 1996 (File No. 3®8&nd incorporated herein by
reference.

(5) Filed as an Exhibit to the Company's Form 1BQ@& the quarter ended March 31, 1995 (File N4.8339) and incorporated herein by
reference
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(6) Filed as an Exhibit to the Company's Form 1fbkthe year ended December 31, 1997 (File No.®B@Band incorporated herein by
reference.

(7) Filed herewith.
(b) REPORTS ON FORM 8-K.

None.
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Pursuant to the requirements of Section 13 of #mufities Exchange Act of 1934, EVANS BANCORP, INfas duly caused this Annual
Report to be signed on its behalf by the undersighereunto duly authorized:

EVANS BANCORP, INC.

By: /s/Richard M Craig
Richard M Craig,
Chai r man

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

S| GNATURE TI TLE DATE
Chai r man
/s/IRichard M Craig Presi dent March 29, 1999
Richard M Craig (Chi ef Executive

O ficer), Principal
Accounting O ficer and

Director
/sl James Tilley Assi stant Secretary March 29, 1999
James Tilley
/s/IWIlliam R d ass Tr easurer March 29, 1999
Wlliam R d ass
/ s/ Robert W Allen Director March 29, 1999
Robert W Allen
/sl Laverne G Hall Di rector March 29, 1999
LaVerne G Hall
/s/Richard C. Stevenson Di rector March 29, 1999
Richard C. Stevenson
/SIDavid M Tayl or Director March 29, 1999
David M Tayl or
/' SI Thomas H. Waring Director March 29, 1999

Thomas H. Vring
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AGREEMENT

This Agreement made this 16th day of February, 189%nd between, EVANS NATIONAL BANK, a New YorkaBking Corporation, with
offices located at 14-16 N. Main Street, Angolad@thereinafter referred to as "Bank", and, RICHARDCRAIG, an employee of said
Bank, hereinafter referred to as "Participant”.

WHEREAS, the parties previously entered into a $amppntal Executive Retirement Plan (SERP), datectiMa9, 1995; and
WHEREAS, the parties now wish to amend said Plan.

NOW, THEREFORE, it is mutually agreed as folloy

1. ARTICLE Il "BENEFIT" is hereby amended as follsw

SECTION 2.1 DEFINED CONTRIBUTION EXCESS BENEFIT

(A) The excess benefit has been determined todartount of $92,776.00 paid annually for the tefiwenty (20) years certain.

It shall be payable under conditions identicalasgesting, conditions and terms of payment andthkr matters, to the benefit payable by
Evans National Bank Pension Plan, (except the litena this plan will not be paid in the form oflamp sum and the benefit will not
commence prior to the first day of the month cadeait with or next following the individual's 65tirthday).

(B) In the event the Participant dies prior to iaiteg sixty-five (65) years of age, annual paymemitsbe made to Participant's named
beneficiary in the amount of $92,776.00 for ten) (d@nsecutive years commencing thirty (30) daysrafte Participant's date of death.

SECTION 2.3 BENEFIT ON TERMINATION BEFORE RETIREMBNAT AGE 65
This paragraph will remain the same, except thafitfure "$63,882.00" will be replaced by the figui$92,776.00".
2. ARTICLE Il "MISCELLANEOUS" is hereby amended &slows:

SECTION 3.11 ADMINISTRATION IS RENUMBERED SECTIONTR



NEW SECTION 3.11 "REIMBURSEMENT OF ATTORNEY'S FEES" is added:

In the event the Bank ownership changes and Raatitis denied benefits under this Plan and Ppatitiis required to retain legal counsel to
secure said benefits, Participant shall be enttbe@imbursement of reasonable legal fees incurréde pursuit of said benefits. Bank shall
reimburse Participant no later than five (5) dafysrasubmission of an invoice for said fees fromatiorney admitted to practice Law in the
State of New York or such other state as may beimed| because of ownership of the Bank by an ostatle corporation

2. All terms and conditions of the aforementionegté@ement not specifically changed herein, shalliarthe same and are hereby ratified
affirmed as if set forth fully herein.

IN WITNESS WHEREOF, the parties have hereuntotsst hands the day and year first above written.
EVANS NATIONAL BANK

BY: /s/Richard M Craig

RI CHARD M CRAI G CHAI RVAN

PARTICIPANT:

/s/IRichard M Craig

RI CHARD M CRAI G
Attest:
/ s/ Robert Allen

Robert Allen, Secretary
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AGREEMENT

This Agreement made this 16th day of February, 189%nd between, EVANS NATIONAL BANK, a New YorkaBking Corporation, with
offices located at 14-16 N. Main Street, Angola@@Chereinafter referred to as "Bank", and, JAMHES_EY, an employee of said Bank,
hereinafter referred to as "Participant”.

WHEREAS, the parties previously entered into a $amppntal Executive Retirement Plan (SERP), datecttiMas, 1995; and
WHEREAS, the parties now wish to amend said Plan.

NOW, THEREFORE, it is mutually agreed as folloy

1. ARTICLE Il "BENEFIT" is hereby amended as follsw

SECTION 2.1 DEFINED CONTRIBUTION EXCESS BENEFIT

(A) The excess benefit has been determined todartount of $66,943.00 paid annually for the tefiwenty (20) years certain.

It shall be payable under conditions identicalasgesting, conditions and terms of payment andthkr matters, to the benefit payable by
Evans National Bank Pension Plan, (except the litena this plan will not be paid in the form oflamp sum and the benefit will not
commence prior to the first day of the month cadeait with or next following the individual's 65tirthday).

(B) In the event the Participant dies prior to iaiteg sixty-five (65) years of age, annual paymemitsbe made to Participant's named
beneficiary in the amount of $66,943.00 for ten) (@@nsecutive years commencing thirty (30) daysrafte Participant's date of death.

SECTION 2.3 BENEFIT ON TERMINATION BEFORE RETIREMBNAT AGE 65
This paragraph will remain the same, except thafitiure "$60,319.00" will be replaced by the figui$66,943.00".
2. ARTICLE Il "MISCELLANEOUS" is hereby amended &slows:

SECTION 3.11 ADMINISTRATION IS RENUMBERED SECTIONTR



NEW SECTION 3.11 "REIMBURSEMENT OF ATTORNEY'S FEES" IS ADDED:

In the event the Bank ownership changes and Raatitis denied benefits under this Plan and Ppatitiis required to retain legal counsel to
secure said benefits, Participant shall be enttde@imbursement of reasonable legal fees incurréde pursuit of said benefits. Bank shall
reimburse Participant no later than five (5) dafysrasubmission of an invoice for said fees fromattiorney admitted to practice Law in the
State of New York or such other state as may beimed| because of ownership of the Bank by an ostatle corporation

2. All terms and conditions of the aforementionegté@ement not specifically changed herein, shalliarthe same and are hereby ratified
affirmed as if set forth fully herein.

IN WITNESS WHEREOF, the parties have hereuntotsst hands the day and year first above written.
EVANS NATIONAL BANK

BY: /s/RICHARD M CRAI G

RI CHARD M CRAI G CHAI RVAN

PARTICIPANT:

/sl JAMES TI LLEY
JAMES TI LLEY
Attest:

/ s/ ROBERT ALLEN

Robert Allen, Secretary
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EVANS NATIONAL BANK
SUPPLEMENTAL EXECUTIVE RETIREMENT PLAN
WILLIAM R. GLASS

This Plan and Agreement, executed this 16th ddyebfuary, 1999, by and between EVANS NATIONAL BANKNew York Banking
Corporation of 14 - 16 N. Main Street, Angola, N¥ark 14006 [hereinafter referred to as "Bank"] altLLIAM R. GLASS, employee of
said Bank [hereinafter referred to as "Particippnt"

WITNESSETH
WHEREAS, the Participant is currently employed by Bank, as the Senior Vice President; and

WHEREAS, the Bank believes it is in the best iie&gef the Bank and the Participant to establiptaa for the purpose of providing certain
benefits for the Participant; and

WHEREAS, the Bank wishes to offer a Supplementapleyee Retirement Plan (SERP) inducement to Ppatitito remain an employee in
the form of additional compensation for servicesolwthe has rendered or will hereafter render; and

WHEREAS, the Participant is willing to continuedaid position with the Bank on the basis stateéiher

NOW, THEREFORE, it is mutually agreed as folloy



ARTICLE |
EMPLOYMENT

SECTION 1.1 The Bank will employ Participant aseamployee at such rate of compensation as may detsamined. The Participant will
devote his full energy, skill and best effortshie affairs of the Bank as required. It is contengglahat such employment will continue until
the Participant attains age sixty-five (65) or tevaes employment.

ARTICLE Il
BENEFIT
SECTION 2.1 DEFINED CONTRIBUTION EXCESS BENEFIT
(A) The excess benefit has been determined todarttount of $30,000.00 paid annually for the tefrwenty (20) years certain.

It shall be payable under conditions identicaleagdsting, conditions and terms of payment andthkr matters, to the benefit payable by
Evans National Bank Pension Plan, (except the iidnain this plan will not be paid in the form oflamp sum and the benefit will not
commence prior to the first day of the month cadeait with or next following the individual's 65tirthday).

(B) In the event the Participant dies prior to iaiteg sixty-five
(65) years of age, annual payments will be madeatticipant's named beneficiary in the amount &,&30.00 for ten (10) consecutive years
commencing thirty (30) days after the Participad#ie of death.

SECTION 2.2 DENIAL OF BENEFIT IN CERTAIN EVENTS
(A) There shall be no benefit hereunder if the iBigdnt in question is discharged for cause.
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(B) Discharge for Cause" shall mean a terminatio@noployment for proven embezzlement, intoxicatiorilegal drug use which materially
interferes with job performance; conflict of intetiegross insubordination, or conviction of a fel@uversely affecting the ability of said
Participant to carry on his normal duties.

SECTION 2.3 BENEFIT ON TERMINATION BEFORE RETIREMENAT AGE 65

In the event the Participant terminates employrf@mnany reason except "discharge for cause”, tinefiteto be paid shall be the accrued
benefit as set forth in Section 2.1(A), $30,0000h0@tiplied by a fraction not to exceed (1) the rawator of which is the actual number of
MONTHS of service of Participant in the Evans NaibBank Pension Plan and (2) the denominator a¢lwis the number of MONTHS of
service in the Evans National Bank Pension Plampénécipant would have completed if the participlad continued until his normal
retirement age (65).

Said amount as so determined shall be payabletinaof twenty (20) years certain. It will not paid in a lump sum and the benefit will not
commence prior to the first day of the month cadecit with or next following the Participant's sixtith (65) birthday.

SECTION 2.4 BENEFITS PAYABLE ONLY FROM GENERAL CORIRATE ASSETS:
UNSECURED GENERAL CREDITOR STATUS OF EMPLOYEE

(A) The payments to the Employee, his designateeficary or any other beneficiary hereunder shalmade from assets which shall
continue, for all purposes, to be a part of theegain unrestricted assets of the Corporations;aregn shall have nor acquire any interest in
any such assets by virtue of the provisions of Mgseement. The Corporation's obligation hereurstiatl be an unfunded and unsecured

3



promise to pay money in the future. To the exthat the Employee or any person acquires a rigtedeive payments from the Corporation
under the provisions hereof, such right shall bgmater than the right of any unsecured geneedlitor of the Corporation; no such person
shall have nor require any legal or equitable rigiterest or claim in or to any property or assétihe Corporation.

(B) In the event that, in its discretion, the Calgdmn purchases an insurance policy or policiesiimg the life of the Employee (or any other
property) to allow the Corporation to recover tlstof providing the benefits, in whole, or in pdréreunder, neither the Employee, his
designated beneficiary, any other beneficiary myr@her person shall have nor acquire any rightatsoever therein or in the proceeds
therefrom. The Corporation shall be the sole ovamet beneficiary of any such policy or policies amslsuch, shall possess and, may exercise
all incidents of ownership therein. No such polipglicies or other property shall be held in amstifor the Employee or any other person

as collateral security for any obligation of thermration hereunder.

SECTION 2.5 NO CONTRACT OF EMPLOYMENT

Nothing contained herein shall be construed to bendract of employment for any term of years, amconferring upon the Employee-
right to continue to be employed by the Corporatinrany capacity. It is expressly understood leyphrties hereto that this Agreement rel
exclusively to additional compensation for the Eoyele's services, payable after termination of impleyment with the Corporation, and i
not intended to be an employment contract.



SECTION 2.6 DEATH BENEFICIARY

The "death beneficiary" of the Participant shalkhe person, persons, trust, or charitable erityng or in existence at the time for any
distribution hereunder, which Participant shall @avost recently designated as highest in priorty dorm provided for that purpose by the
Bank, signed by the Participant and filed with Bemk. The death or nonexistence of any such beagfieither before or after receipt or any
distribution hereunder, shall terminate the erititerest of such beneficiary in and to the thenisimtduted portion of such Participant's
account and such undistributed portion shall tHezeae distributed to or for the benefit of thenbiciary or beneficiaries designated as next
highest in priority by such Participant. If no summneficiary be thus designated, or if all of thest designated beneficiaries do not survive or
are no longer in existence at anytime prior todtvaplete distribution of such account, such acgaamthe then undistributed balance thereof,
shall be distributed by the Bank directly to thespe or persons who are heirs as named in theclpartt's Last Will and Testament, except to
the extent to which the specific bequests of swatuthent are paid by the Participant's other ressyr if there is no such document then in
existence, under the laws of descent and distdbutd those persons who would be entitled to #rdidipant's personal property, and in the
proportions to which they would be so entitled, kadh Participant died, at the time for such distibn, intestate and resident of State of
New York.

ARTICLE Il
MISCELLANEOUS
SECTION 3.1 GOVERNING LAW

This Agreement shall be subject to, and governedheylaws of the State of New York irrespectivahe fact that one or more of the parties
now is, or may become, a resident of a differesiest



SECTION 3.2 VOID LANGUAGE

In the event any parts of this Agreement are fdonge void, the remaining provision of this Agrearnghall nevertheless be binding with the
same effect as though the void parts were deleted.

SECTION 3.3 RULES OF CONSTRUCTION

Wherever in this Agreement, words, including pramguare used in the masculine, they shall reacdarabnstrued in the feminine or neuter
whenever they would so apply, and wherever inAlgieeement words, including pronouns, are usedersthgular or plural, they shall be re
and construed in the plural or singular, respebtjweherever they would so apply.

SECTION 3.4 AGREEMENT BINDING

This Agreement shall be binding upon the partiestoe their heirs, executors, administrators, sssoes and assigns. The Bank agrees it will
not be a party to any merger, consolidation organization unless and until its obligations hereurshall be expressly assumed by its
SUCCEeSSOr Or SUCCESSOrs.

SECTION 3.5 DESIGNATION OF NAMED FIDUCIARY

The Bank is hereby designated as the named fiqub&neunder, and shall be responsible for the nemagt and control of the operation and
administration of the Plan including any and altidens pertaining to the granting or denial of d&férclaims and any and all decisions
pertaining to the review of denials of benefit alai



SECTION 3.6 AMENDMENT

The Plan may be amended at any time, and fromttintiene, by a written instrument executed by a dulthorized officer of the Bank
provided such amendment is communicated to thog&ipants participating in this Plan, and approbgda majority vote of the Board of
Directors of the Bank.

SECTION 3.7 NON-ASSIGNABILITY OF BENEFITS

Neither the Employee, his designated beneficiaryamy other beneficiary under this Agreement shalle any power or right to transf
assign, anticipate, hypothecate or otherwise eneuatty part or all of the amounts payable hereymvdeich are expressly declared to be
unassignable and non-transferable. Any such ateshgsignment or transfer shall be void and seatiihate this Agreement; the
Corporation shall thereupon have no further ligptiereunder. No amount payable hereunder shail, far actual payment thereof, be subject
to seizure by any creditor of any such beneficfarjthe payment of any debt, judgment or othergailon, by a proceeding at law or in
equity, not transferable by operation of law in évent of the bankruptcy, insolvency or death efimployee, his designated beneficiary or
any other beneficiary hereunder.

SECTION 3.8 CLAIMS FOR BENEFITS

Claims for benefits under the Plan shall be maderiting to the Bank. If such claim for benefitsvigholly or partially denied, the Bank shall,
within a reasonable period of time, but no latantihinety days after receipt of the claim, notifg tlaimant of the denial of the claim. Such
notice of denial (i)shall be in writing, (ii) shdle written in a manner calculated to be undershyothe claimant, and (iii) shall contain (a) the
specific reason or reasons for denial of the cldbpa specific reference to the pertinent plan
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provision upon which the denial is based, (c) adpton of any additional material or informatioecessary for the claimant to perfect the
claim, along with an explanation why such matesiaihformation is necessary, and (d) an explanaticthe Plan's claim review procedure.

SECTION 3.9 REQUEST FOR REVIEW OF DENIAL OF CLAIM

Within one hundred twenty (120) days of the recbipthe claimant of the written notice of denialloé claim, or such later time as shall be
deemed reasonable taking into account the natutedienefit subject to the claim and any othematant circumstances or if the claim has
not been granted within a reasonable period of ttheclaimant may file a written request with Benk that it conduct a full and fair review
of the denial of the claimant's claim for benefitgluding the conduction of a hearing, if deemedassary by the reviewing party. In
connection with the claimant's appeal of the deofidlis benefit, the claimant may review pertindatuments and may submit issues and
comments in writing.

SECTION 3.10 DECISION ON REVIEW OF DENIAL OF CLAIMS

The Bank shall deliver to the claimant a writtercid®n on the claim promptly, but not later thaxtpidays, after the receipt of the claimant's
request for review, except that if there are sp@dieumstances (such as the need to hold a hdasihigh require an extension of time for
processing, the aforesaid sixty day period shaéhtiended to one hundred twenty (120) days. Suciside shall (a) be written in a manner
calculated to be understood by the claimant, (©luohe specific reasons for the decision, and (ojaio specific references to the pertinent
Plan provisions upon which the decision is based.



SECTION 3.11 REIMBURSEMENT OF ATTORNEYS FEES

In the event the Bank ownership changes and Raatitis denied benefits under this Plan and Ppatitiis required to retain legal counsel to
secure said benefits, Participant shall be enttde@imbursement of reasonable legal fees incurréde pursuit of said benefits. Bank shall
reimburse Participant no later than five (5) dafysrasubmission of an invoice for said fees fromatiorney admitted to practice Law in the
State of New York or such other state as may beimed| because of ownership of the Bank by an ostatle corporation

All terms and conditions of the aforementioned Agnent not specifically changed herein, shall renttaénsame and are hereby ratified and
affirmed as if set forth fully herein.

SECTION 3.12 ADMINISTRATION
The Bank Secretary shall maintain a copy of the Pdad any amendments thereto.

IN WITNESS WHEREOF, the parties hereto have hei@aet their hands the day and year first aboveemrit

EVANS NATI ONAL BANK Parti ci pant:

BY: /s/Richard M Craig /sIWIlliam R d ass
" Richard M Graig, President WiliamR Gass

Attest:

/ s/ Robert Allen

Robert Allen, Secretary
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Exhibit 13.1
Profile

Evans Bancorp, Inc. is a bank holding company headgred 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 Decemberl398 had total assets of
$174,120,230, total deposits of $144,083,636 atad stbockholders' equity of $18,623,413. 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 commercialkiiay 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 deposi
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President's Message

With the key components of the financial statememist income, loans, deposits, and stockholdgrstye- at record levels, | am pleased to
report that 1998 was another excellent year fomE\Bancorp, Inc. and its subsidiary, Evans Nati®zadk.

Net income in 1998 was $2,043,351, an increas@41 976, or 13.3% over 1997 net income of $1,8(,Earnings per share increa:
$.14, or 13.2%, to $1.20 per share from $1.06 paresin 1997. The Board of Directors declared & digdend of $.37 per share during
1998, which compares to $.30 per shar&d87. This is the seventeenth consecutive yeae thes been an increase in the cash dividend.
key performance ratios which improved in 1998 idelueturn on average assets of 1.24% as compafle@i3® in 1997, and 11.63% return
on average equity as compared to 11.06% the prevyiear. Total assets also reached a record hi§h#f,120,230 at December 31, 1998,
which is an increase of $15,578,067, or 9.8%, tagryear's total assets of $158,542,163.

Net loans increased by $8,899,022 in 1998 to $2B)#9, an 8.7% increase over 1997's $101,627H8Y quality of the portfolio, &
measured by charge-offs, continues to remain alalvel. Actual | charge-offs totaled $71,458 1@98, which equated to .06% of
outstanding loans, as compared to $46,858 in 18905%. Deposits increased to $144,083,636, dnwdfdom $138,391,327 for an increase
of $5,692,309. Stockholders' Equity increased b$&4,113, or 9.3%, to $18,623,413 from $17,039,300.

The Bank's Tier | capital ratio of 16.3%, total itapratio of 16.9% and leverage ratio of 10.5%stahtially exceeded the regulatory
requirements of 4.0%, 8.0%, and 4.0%, respectively.

In order to meet the challenges of our competiginreironment and successfully accommodate the nefealsr customers for electronic
banking services, the Bank initiated a technologyjget in 1998 which we refer to as "channel manag&".

The first phase of the channel management projastarconversion to Cartel, a new ATM network previgistablished locally to better serve
the electronic banking needs of community bankss further development of the ATM network allowstagdrive our own ATMs through ¢
independent service bureau and provide on-lingrndétion to our customers. In the fall of 1998, ad pf channel management, the Bank
introduced a telephone and PC (personal compuseRibg service called Eas-E-Line, which has wonesdceptance from our customers.
Eas-E-Line provides convenient customer accessaouat information, with transfer capabilities framy telephone or personal computer.
Future channel management phases will includentineduction of Eas-E-Check, a debit card that wdikesa check, and Internet access,
providing a bill-paying service for both businesaes individuals.

Over the past year, the Company has devoted caabiddime and planning to be prepared for Jantigp00 and the much-publicized,
anticipated computer and system deficiencies itingjgishing between the years
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1900 and 2000. As the new millennium approachesCiimpany's objective is to migrate to the Year020@h minimal impact on custome

We initiated our Year 2000 preparation efforts @9&; however, our most significant activities waoeomplished during 1998. Guided by a
five-phase approach recommended by the Federahéiaddnstitutions Examination Council (FFIEC) aodr regulatory authority, the Office
of the Comptroller of the Currency (OCC), we fidglveloped a comprehensive plan for becoming Ye@® 20mpliant. Working closely with
our core processing software vendor, we succegstsdted for Year 2000 readiness all systems wihiglidentified as mission critical. A
renovated version of our core processing softwae wstalled in the second quarter of 1998, andaméinued to test for compliance through
the remainder of the year.

In order to satisfactorily determine the Year 20€8diness of the Bank's vendors, each was contdatéty the course of the year.
Additionally, a customer-awareness program was ldped to inform customers of the Bank's readinéfsste, which included a public
information seminar and readiness notices beingteezach of the Bank's customers. A customerassessment was also conducted to a
the Year 2000 efforts of customers we considerguifstant borrowers and depositors.

Well ahead of schedule, we have entered into tie fihase of our Year 2000 plan, which is the Im@etation Phase. The Bank's Year 2000-
ready systems are currently in place and functigpriide plan to continue testing in 1999, and quadtyiews will be conducted throughout
1999 and the year 2000 to ensure proper functioofrogir systems.

Although we believe that our systems are readytferYear 2000, the Bank is also developing conticgelans to minimize significant
interruption of normal operation in the event afifie. The contingency planning process commencethg the fourth quarter of 1998, was
well under way by year end, and will be completadrty the first quarter of 1999. This ongoing plangnprocess will require modification,
we obtain additional information specifically redang third party readiness. With the support andation of the Board of Directors and
senior management, we will continue to dedicateniessary resources and strategies to resolpetatitial Year 2000 issues.

We believe that the manner in which we have addrketss issue underscores our strengths. The Conf@nthe resources and the
technological expertise to address such new isbuess small enough to enable us to make adjudBrierinternal programs and systems
without affecting the ability to service our custers.

The dedication and efforts of our employees isafrtbe most important factors in our continuingess. To further enhance the capabilities
of our employees, we initiated training programsrnlyithe past year. We are confident that thesgraros in computer, customer service,
sales training will strengthen and enhance indi@igherformance and productivity.
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The following employees were recognized during 1888heir years of service as noted: Barbara Hrisland Jeffrey L. White (20 years);
Patricia R. Grise, Carol A. Mahoney, and David Gh&fer (15 years); Pamela L. Catalano, Williarstay, Marlene A. Kwiatkowski,
Howard M. Matrtin, Jr., Rose M. Radecki, and JamidleyT(10 years); William R. Glass, Cynthia A. Gaax; and Kim M. Heimburg (5 years).

Evidencing our firm commitment to the bettermenbof communities, Evans National Bank's managemmetitemployees continue to
volunteer and serve in many capacities for a waoétocal organizations.

In January of 1998, Thomas H. Waring, Jr. was agipdito the Board of Directors and was electedffull term at the Stockholders meeting
in April, 1998. He has been a valuable and impartantributor, and has brought new talents to cagr.

In September of 1998, | concluded my term as Peesidf the Independent Bankers Association of NerkYState. My tenure further
convinced me of the inherent value in the commuégking philosophy; that of using local customepakits to support business and
consumer loans which, in turn, increases the quafitife in our communities. | believe that thisivcontinue to be unique to community
banks and, along with the delivery of individuatizmustomer service, ensure our industry's contistieshgth and prosperity.

| am happy to announce that on February 1, 199%peaed our seventh branch office, located in thet®jate Plaza in West Seneca, New
York. Timothy F. Jachlewski was appointed Vice Rfest and Manager of this new facility. Tim comesus with an extensive backgrounc
banking, and is well known to the West Seneca conityhaving been involved in many local activitesd organizations. We believe the
addition of this office is a logical extension afranarket area, and will provide new opportunif@sfuture growth.

We are proud of the goals realized in 1998, whidiuide strong earnings, and the Bank's positiofanghe future. | would like to recognize
and thank our employees, the Board of Directoss stbckholders, and our customers for their coetiraupport. We look forward to an
exciting year in 1999, and continued success asnigr the new millennium.

Richard M. Craig
Chairman of the Board, President and Chief Exeeufifficer



EVANS BANCORP, INC.
SELECTED FINANCIAL INFORMATION

For the Year Ended December 31, 1998 1997 1996 1995 1994

RESULTS OF OPERATIONS

Interest Income $11,851,787 $1 1,072,851 $ 9,799,815 $ 9,226,500 $ 8,206 ,596
Interest Expense 4,946,730 4,588,056 3,912,761 3,418,782 2,747 -297
Net Interest Income 6,905,057 6,484,795 5,887,054 5,807,718 5,459 -299
Non-Interest Income 1,220,194 950,662 930,986 763,054 785 -551
Non-Interest Expense 5,196,900 4,849,182 4,555,398 4,228,922 3,981 -801
Net Income 2,043,351 1,802,275 1,614,642 1,664,783 1,617 -049

BALANCE SHEET DATA

Total Assets $174,120,230 $15 8,542,163 $140,898,057 $125,308,204 $114,565 971
Loans - Net 110,526,449 10 1,627,427 92,087,902 75,468,504 71,998 -929
Allowance for Loan Losses 729,199 609,539 546,954 557,961 628 -957
Securities 50,059,972 4 0,400,374 36,054,324 38,954,494 32,341 -350
Total Deposits 144,083,636 13 8,391,327 123,461,379 109,020,551 100,532 031
Stockholders' Equity 18,623,413 1 7,039,300 15,510,083 14,485,510 12,723 -940

PER SHARE DATA

Net Income $ 120 $ 1.06 $ 095 $ 097 $ 0.95
Cash Dividend $ 37 $ 030 $ 022 $ 014 $ 009
Book Value at Year End $ 1096 $ 10.03 $ 9.13 $ 853 $ -749
Market Value $ 4500 $ 3800 $ 2720 $ 2200 $ 1 ;100
Weighted Average Shares 1,698,612 1,698,950 1,698,950 1,698,950 1,698 -950

(Retroactively adjusted for stock dividends anakteplits)

CORRECTION: Book Value at Year End For 1995 and Earlier and Market Value For
1996 and Earlier Under PER SHARE DAT A Have Been Corrected to
Reflect the Five-For-One Stock Split in 1997.



MANAGEMENT DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

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

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

RESULTS OF OPERATIONS

Net income of $2,043,351 in 1998 resulted in eamiper share of $1.20. This is an increase of 124éb net income for 1997 of $1,802,2
or $1.06 per share. Income in 1997 had improve@%Xver net income of $1,614,642 or $.95 per simat®96. The strong earnings
performance of the Bank in 1997 and 1998 illustdite positive income impact of the $2.2 millioparsion plan implemented over 1995
and 1996, which included the addition of the Hangbamd Evans branch offices.

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

NET INTEREST INCOME

Net interest income, before the provision for créases, increased 6.5% from 1997 to 1998, condparan increase of 10.2% from 199¢
1997. The increase in net interest income in 193Rie to an increase in average earning asselaf fillion or 8.8% over 1997. The tax-
equivalent yield earned on those assets decre@skasks points, from 8.31% in 1997 to 8.11% in 199& average cost of funds on interest-
bearing liabilities, which increased $9.3 million&3% in 1998, decreased only two basis pointenf4.11% in 1997 to 4.09% in 1998. As a
result, the Bank's net interest margin narrowethfdo59% in 1997 to 4.52% in 1998.

In 1997, the increase of 10.2% in net interestime@ver 1996 was the result of an increase in thamne of average earning assets of $15.8
million and an increase in the yield earned onelessets, 8.31% compared to 8.27% the previous Aearage interest-bearing liabilities
also increased in volume, $13.3 million or 13.6%4997 over 1996, and the average cost of fundeased from 3.99% in 1996 to 4.11% in
1997. The Bank's net interest margin was 4.59%98vIcompared to 4.64% in 1996.

Management believes this reduction in net intemestgin in 1998 is due to several factors. The Faddeeserve Board decreased the federal
funds rate three times between September and Dexef#98 for a total of 75 basis points. Theseeatsms were followed in the marketplace
by corresponding decreases in the prime rate, whiatediately impacted the yield earned on variaate loans. Despite the fact that these
interest rate moves were the first initiated by Fleeleral Reserve since late March of 1997 (a 2is lpaint increase), other market rates
declined over 1998. Volatility in world financialarkets has encouraged investors to turn to théysafevided by the US bond market,
driving prices up and yields down on financial ingtents which are priced relative to treasury déear Certain loan pricing was also
impacted.



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 rEtesBank's Asset/Liability Management Committe®L({CO") meets monthly for the

purpose of evaluating the Bank's short-range ang-tange liquidity position and the potential impan capital and earnings as a result of
sudden changes in interest rates. The Bank haseatlap asset/liability policy which specifies minim limits for liquidity and capital ratios.
Maximum limits have been set for the negative inip&ceptable on net interest income and the magktae of assets as a result of a shift in
interest rates. The asset/liability policy alsdiies guidelines for investment activities and funthnagement. At its monthly meeting, the
ALCO reviews the Bank's status and formulatestittasgy based on current economic conditions, éstarate forecasts, loan demand, deposit
volatility, and the Bank's earnings objectives.

PROVISION FOR LOAN LOSSES

Loan losses represent the amount charged agaméngsito establish a reserve of allowance sufficie absorb expected loan losses based
on management's evaluation of the loan portfolaxtérs considered include loan concentrations gehaff history, delinquent loan
percentages and general economic conditions. 18,188 Bank increased the amount charged againshga for loan losses to $150,000
from $60,000 charged against earnings in eacheofétars 1996 and 1997. Substantial sustained gioidan volume over the past three
years warranted such an increz

The following table summarizes the Bank's actuahltosses, total of non-performing loans and tatalvance for loan losses for 1998, 1997
and 1996, both in dollars and as a percentagedalflotmns outstanding:

1998 1997 1996
Actual Loan Losses $ 71,458 0 .06% $ 46,858 0.05% $ 76,604 0.08%
Non-Performing Loans $1,452,000 1 .32% $ 987,000 0.96% $ 230,000 0.20%
Allowance for Loan Losses $ 729,199 0 .66% $ 609,539 0.59% $ 546,954 0.59%

Although, during 1998, non-performing loans inceghsver the prior year, all loans in this categang considered well-collateralized and in
the process of collection. As a result, no sigaificlosses are anticipated.

NON-INTEREST INCOME

Total non-interest income increased approximat2K0$000 in 1998 over 1997 which compares to areas® of approximately $20,000 in
1997 from 1996. Several factors contributed toitiseease in 1998, such as an increase in the Bagl/ge charges implemented June 1,
1998 and fees earned through the merchant VISArgnogvhich began in late 1997. Comparatively lovesancouraged consumers to apply
for new loans or pursue refinancing, contributiogh increase in loan-related fee income.

Nor-interest income also included approximately $168 for the cash surrender value of life insuraraéjes held on certain bank officers.
This compares to $64,000 in 1997. The 1998 fignckudes a one-time gain of approximately $97,00&whesulted when the original
policies were surrendered due to a change of insure

Gains realized on the sale of loans and secutitated $66,208 in 1998 versus $33,809 in 199hridd sales of securities had resulted ir
losses of $4,450, but these losses were offsetgayraof $14,513 which was realized when one oBhek's residual bonds was called for
redemption in December. In 1997, net losses onrBiesutransactions were approximately $2,000. Fuera received on sales of student
loans to the Student Loan Marketing AssociatiorL18") were approximately $43,000 in 1998 as compiaie$28,000 in 1997.
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Premiums in 1998 included approximately $28,00@irex when the Bank sold the majority of its renragrstudent loan portfolio to SLMA.
The Bank also had an increase in premiums receiieshles of mortgages to the Federal National MgegAssociation ("FNMA"). These
premiums were approximately $12,800 in 1998 as @watpto $8,000 in 1997. The Bank has been affiliateh both SLMA and FNMA
since 1995.

NON-INTEREST EXPENSE

In 1998, the ratio of non-interest expense to ayeessets was 3.14% compared to 3.18% in 1997.amédn 1996. Non-interest expense
categories include salaries, occupancy expensairsegnd maintenance, advertising and professasraices , among others. Occupancy
expenses remained stable in 1998, and there waschiange in the Bank's FDIC insurance assesswdwuertising costs decreased 7.2% and
professional services decreased 5.8%. Salary amefibexpense increased 8.3% in 1998, due to additistaffing, merit/promotional
increases and costs related to the supplementdbgegpretirement plan ("SERP"). Miscellaneous otiygrenses in 1998 included costs
related to maintaining foreclosed properties amhums paid for life insurance policies held ontaierbank officers.

TAXES

The provision for taxes in 1998 of $735,000 refeamh effective tax rate of 27%. This compares AFI00 and 28% in 1997 and $588,000
and 26% in 1996. The Bank maintains a substamiastment in tax-advantaged municipal bonds whagttrébutes to its favorable tax
position. In addition, in 1998, the Bank receivé@¥ ®00 in non-taxable income as the result of sieeng life insurance policies held on
certain bank officers due to a change in insurer.

FINANCIAL CONDITION

The Bank had total assets of $174.1 million at Ddwer 31, 1998, increasing $15.6 million or 9.8%rdvecember 31, 1997. Net loans of
$110.5 million reflected an increase $8.9 milliarBB% over the prior year. Securities increased $8llion or 23.9%. Cash and cash
equivalents decreased $3.0 million, or 29.3%. Diépgsew by $5.7 million or 4.1% and capital insed $1.6 million or 9.3%.

LOANS

Loans comprised 69.3% of the Bank's total averageimg assets in 1998. Actual year end balancesased 8.8% compared to an increa:
10.4% at December 31, 1997 and 22% at Decembdr9®8, The relatively low rates available on mopetyof loans over the past three y
has fueled both new loan activity and refinanciBgpansion of the Bank's trade area has also coitgdlto the significant loan growth over
that time period.

The Bank continues to focus its lending on comnad@md residential mortgages, small commercialdaard home equity loans. Commercial
mortgages continue to make up the largest segnfi¢éé @ortfolio at 47.7%. Residential mortgages pase 22.0% of the portfolio and
commercial loans total 13.3%. Home equity loansengk 14.2% of total loans. At December 31, 1998,Bhnk had a loan-tdeposit ratio ¢
77.22%. This compares to a loan-to-deposit ratié309% at December 31, 1997.

The Bank currently retains the servicing right$£00 million in long-term mortgages sold to the &ed National Mortgage Association
("FNMA") since becoming a member in 1995. This agament allows the Bank to offer long-term mortgagiéghout exposure to the
associated interest rate risks, while retainingarasr 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 syibsetly purchases those loans. In December, 1888Bank sold approximately $1.2 million
in student loans to SLMA. As a result, student Ibatances decreased nearly 75% in 1998. This caspargrowth of 2.3% in 1997 over
1996 and a decrease of 13.4% in 1996 from 1995.

SECURITIES

Securities made up the remaining 30.7% of the Bagd'ning assets at December 31, 1998. In preyiears, the size of the investment
portfolio was determined by the relationship of @gpgrowth to loan growth. When excess depositewet needed to fund loans, the
investment



portfolio was increased. When deposit growth wassnéficient to fund loan demand, maturing investiisevere not replaced, Federal Funds
sold balances were reduced, and when necessas bare sold. In 1998, even though loan growth esed deposit growth, there was an
increase in the securities portfolio. This was pmeghrough the use of the Federal Home Loan BaRKLB") as an alternative funding
source. By utilizing the fixed rate advance progetrthe FHLB, the Bank was able to borrow $5 millto fund the purchase of government-
guaranteed securities with a similar average dithjeving a favorable earnings spread.

The Bank's investments remain concentrated in U&mment and US government agency securities anddeantaged municipal bonds of
varied maturity. The tax-equivalent yield on thenBa investments in federal funds sold and seearitias 6.48%, declining from 6.57% in
1997. The yield in 1996 was 6.51%.

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 taurify" or "available for sale”, as were all
subsequent purchases. Securities which the Banfideas as held to maturity are stated on the balaheet at amortized cost, and those
designated as available for sale are reportedranfket value. The unrealized gains and lossesvailable for sale securities are recorded,
net of taxes, as a separate component of sharekoddgiity. Transferring a security from one catgdo another results in certain accounting
consequences. In 1995, the Financial Accountingdstals Board allowed a one-time reclassificatiosesfurities without penalty. As a result
of this onetime window of opportunity, the Bank reclassifiée tmajority of its bonds in the held to maturityeggory as available for sale. (
October 1, 1998 the Bank adopted Financial Accognitandard No. 133 which provided a second oppitytio reclassify securities witho
penalty. The Bank reclassified approximately $3iamilin collateralized mortgage obligations as &lae for sale. The majority of bonds
remaining in the held to maturity category représlea Bank's investment in the local communitiescivlit serves.

DEPOSITS

Total deposits increased $5.7 million in 1998 dl@®7. All major categories of deposits increaseth the exception of time deposits of less
than $100,000. Demand deposits increased 19.3%tlo@grior year. Growth in regular savings balarafes. 7% was bolstered by the posit
response of customers to the tiered rate Premiwim@aproduct introduced in May of 1997. Time deafmsver $100,000 increased 5.8%.
Such deposits are obtained from local municipalittrough the competitive bidding process and fcommercial and retail customers
looking for the safety of an insured deposit.

Competition for time deposits under $100,000 h&nisified as informed consumers shop for the letatn available. Aggressive
promotional efforts by other banks offering abadve market rates have had an impact on the BantiSaade of deposit balances, as
evidenced in the 8.7% decline in this categoryesiti@97. Alternative savings instruments, such d¥4flans and mutual funds, among
others, now attract dollars that at one time wdalde been deposited into a certificate of depassawings account.

The Bank's competitive edge comes from providingeréhrough outstanding customer service. In 1888Bank provided customer service
training to its entire staff and adopted writteistoumer service standards. In addition, Eas-E Léfephone and personal computer banking
was introduced in November, 1998. This service ioie customers with access to their accounts dinamding and non-banking hours,
either by telephone or personal computer.

LIQUIDITY

The Bank seeks to manage its liquidity so that &hle to meet day to day loan demand and depositi&tions, while attempting to maximi
the amount of net interest income on earning as$aslitionally, the Bank has utilized its fedefahds balances and cash flows from the
investment portfolio to fulfill its liquidity requements. As a member and shareholder of the Felderak Loan Bank ("FHLB") the Bank al
has many borrowing options. The FHLB will make caslhiances of various terms at competitive ratéts tmembers. Advances of up to $8.1
million can be drawn on the FHLB, via the Overnigie of Credit Agreement, and an amount equab% »f the Bank's total assets could
be borrowed through the advance programs undaiceytialifying circumstances. The Bank also hasoffteon to purchase up to $4,000,000
in federal funds from one of its correspondents.



The cash flows from the investment portfolio amdiered to provide funds from principal and integstments at such times as liquidity
needs may arise. Contractual maturities are athktel®d, with consideration as to the volatilitynwdirket prices to ensure that a sufficient
amount of securities are available that could e without incurring significant losses. At Decemli3d, 1998, approximately 12% of the
Bank's securities had contractual maturities of e or less and approximately 26% had maturitggef five years or less. At December
31, 1998 the Bank had net short-term liquidity 4f0smillion as compared to $5.9 million at DecemB&r 1997. Available assets of $48.1
million less public and purchased funds of $37.8iomi resulted in a long-term liquidity ratio of 8% compared to 149% at December 31,
1997.

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 gowggnt and government agency securities and New 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 toeéstenate risk. The gap position is the
difference between the total of the Bank's ratsiti@e assets and rate sensitive liabilities matyar repricing during a given time frame. A
"positive" gap results when more assets than lissireprice 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,
1998, the Bank was in a negative gap position, $#.9 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 +/-15% of the Bank's total assets which
amounted to +/-$26.1 million at December 31, 199&refore, the Bank's negative gap position waswigin its policy limits. The gap

ratio (rate sensitive assets/rate sensitive lizdsl at that date was 81%.

The following table provides information about B&nk's on-balance sheet instruments that are sentitchanges in interest rates. Expected
maturity date values for interest-earning assete walculated by adjusting the contractual matutéte for expectations of prepayments.
Expected maturity date values for interest-beacimg deposits were calculated based upon estirafthes period over which the deposits
would be outstanding.

Expected maturity date -
year ended December 31, 1999 2000 2001 2002 2003 There-after To tal Fair Value

INTEREST-EARNING
ASSETS ($000S)

Loans Receivable, Fixed Rate 9,632 5,976 4,146 3,726 3,775 16,001 43 ,256 42,805
Average Interest Rate 8.01%  8.56% 8.72%  8.62% 8.47%  9.64%
Loans Receivable, Adj. Rate 18,961 3,375 4,340 3,465 3,365 34,494 68 ,000 68,000
Average Interest Rate 8.75%  9.10% 887% 893% 890% 8.64%
Investments 15,659 7,427 3,130 3,424 4,484 15935 50 ,059 50,059
Average Interest Rate 6.38%  6.54% 6.85% 6.89% 7.18% 7.23%

INTEREST-BEARING
LIABILITIES ($000S)

Deposits 66,534 18,002 12,731 12,327 8,633 0 118 ,227 118,746
Average Interest Rate 455%  3.19% 239% 2.30% 252% 0.00%
Borrowed Funds 4,225 1,000 0 1,000 2,000 1,000 9 225 9,211
Average Interest Rate 5.01% 4.83% 0.00% 4.91% 4.90% 5.07%

Off-balance sheet financial instruments at Decertie 998 included $7,077,000 in undisbursed lofegedit at an average interest rate of
9.02%, $2,622,000 in fixed rate loan originatiomeoitments at 8.60%, $12,203,000 in adjustablelogte origination commitments at
9.41%, and $1,007,000 in adjustable rate lettecsafit at an average rate of 9.75%.

MARKET RISK

When rates rise or fall, the market value of thelBmassets and liabilities will increase or desee@s part of the Bank's asset/liability poli
the Bank has set limitations on the negative impathe market value of its balance sheet that dbelaccepted. The Bank's securities
portfolio is priced monthly and adjustments are enad the balance sheet to reflect the market wa#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 beenaethfin the asset/liability policy as the
maximum impact to equity that wou
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be acceptable. At year end, the impact to equity @sult of marking available for sale securiteemarket was an unrealized gain of
$443,308. On a quarterly basis, the available dte portfolio is shocked for immediate rate ince=asf 100 and 200 basis points. At
December 31, 1998, the Bank determined that it dvtake an immediate increase in excess of 200 pasiss to eliminate the current capital
cushion. The Bank also reviews the Bank's captéds on a quarterly basis. Unrealized gains @de®n available for sale securities are not
included in the calculation of these ratios.

CAPITAL EXPENDITURES

Anticipated large capital expenditures during 188%ude approximately $400,000 for leasehold impraents and equipment purchases
necessary in establishing a branch office in Wesie8a, New York. This additional office is scheduie open February 1, 1999. Some
existing equipment at the Bank's other locatiorscheeduled to be replaced, and expenses will heriedt as a result of the Bank's Year 2000
initiative. There will also be additional expendgs related to the ongoing Channel Managementgirajeich encompasses the technology
necessary to provide E&stine telephone and PC banking. Also in 1999 fitlsé stages will be taken to implement Internetkiag. This will
provide customers with the ability to pay bills yiarsonal computer The Bank believes that it hedficiently strong capital base to support
these capital expenditures with current assetsetathed earnings.

IMPACT OF INFLATION AND CHANGING PRICES

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

THE NEW MILLENNIUM

The Company has long been aware of the compleriysggnificance of the issues associated with thHead of the Millennium (Year 2000).
The "Year 2000" problem centers around the woddmputer systems and a common programming prattiteondenses a century date to
just two digits, i.e. "98" to represent 1998, tmserve storage space. As a result, these systeynmtegoret "00" as 1900 rather than 20
causing potential data corruption, misinterpretatmr system failure. The Company, with the suppad direction of its Board of Directors
and Senior Management, has dedicated financiahanthn resources to formally adopt strategies arlt teovards resolving all potential
Year 2000 issues.

In the third quarter of 1997, the Company begam#dizing its strategy to address the data procgsaia business impacts we anticipated to
be associated with Year 2000 issues. Our ultimapecach was to adopt the five-phase format recondeby the Federal Financial
Institutions Examination Council, and follow guidanprovided us by our regulatory authorities whagaically monitor and evaluate our
progress. These phases, and our activities, acgilded as follows:

AWARENESS PHASE

While this can be considered an ongoing phasenglat education of employees, customers, and wshadar primary activities defined the
Year 2000 problem; obtained Board of Director amédtitive level support; established a project téamclude the Senior Vice President of
Administration, the Bank Auditor, Manager of Dat@éessing, Manager of Systems Development, repi@sers from each functional area
of the Bank, legal counsel, and the principal of main-frame software vendor. This committee wapoasible for development and
implementation of an overall strategy to identifdaesolve issues associated with the year 2000.

ASSESSMENT PHASE

Implementing this phase provided an assessmehedfize and complexity, identifying affected aresur business, identified the required
resources, and enabled us to develop a compreleguisiv. An inventory of all hardware and softwaswompleted to establish a specific
Year 2000 status, i.e. "already deemed complidratjuiring replacement or renovation”, or "becomifgolete"”. Priorities were then
determined. Certain systems were identified asionssitical. Non-information technology systemsre/also addressed. Key vendors, such
as providers of power, heating, and telephone sesyiamong others, were contacted regarding ther 000 readiness. The Bank has
received letters certifying Year 2000 complianaafrthose suppliers whose services are deemedattiti®ank operations. However, in the
event of an infra-structure failure, i.e. lack afyer, etc., a Bank committee has developed a agetticy plan so that business can continue
with minimal interruption. The Bank also performeedustomer risk assessment in the last quarte928.1

RENOVATION PHASE

The Company does not write or create computer cogerform programming activities. We are reliantvendors and software suppliers to
furnish enhancements in a timely manner. Renovati@ur core processing system was completed iy €808 in conjunction with a plan
developed by the vendor, other user financialtutstins, and our Company. These renovations were
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successfully tested in collaboration with all usestitutions at our back-up site. The renovatedesyswas successfully installed in June 1998.
Additional in-house testing was conducted througltloe remainder of the year.

VALIDATION PHASE

This is probably the most critical and intensivagd of the entire project. It is in this phase Watvalidate, through a variety of testing
methods, that each system can process after thefttine century, with particular emphasis on thdeatified as "mission critical". As stated
above, renovation to our core processing systenssswecessfully tested, and all testing of misstiitical systems was successfully comple
by year end 1998. In each case, we followed a cehgursive written test plan involving user represton to validate test results. All
systems, including those designated mission clitiave been renovated and successfully testefibsaember 31, 1998. Two non-critical
systems warranted as "Year 2000 compliant” by #reler will be tested in the first quarter of 1988ditionally, fully integrated testing will
be performed again within the first and second guanf 1999.

IMPLEMENTATION PHASE

The Company's Year 2000 ready systems are in plagd@resently functioning. As part of implementatie plan continued testing in 1999,
along with fully integrated tests. Quality reviewsl be conducted throughout 1999 and the year 26Génhsure proper functioning of our
systems. The implementation phase involves comticgelanning. The Company maintains a formal BussriResumption Plan, and is in the
process of supplementing that plan with a contioggnan relevant to Year 2000 issues. The contiog@hanning process was well under
way by year end 1998, and is expected to be cospley March 31, 1999 and validated by June 30, 1999

The Company believes, however, that due to thespidsd nature of potential Year 2000 issues, théngency planning process is an
ongoing one which will require further modificat®as the company obtains additional informatioecgjgally regarding third party Year
2000 readiness.

The Company has identified significant (large) coenoml depositors and performed an assessmengiofefforts towards Year 2000
readiness. Should these depositors be unable ¢tidarfinancially as a result of their own Year B46sues, or significantly reduce their
deposit levels, there could be an impact on thekBaown cash flow. Our initial assessment evalutitissrisk as minimal, and all customers
identified in this risk assessment are aware ofvtbar 2000 issues and are planning Year 2000 ressliefforts.

A risk assessment of large commercial borrowersaiss completed representing approximately 70 corgiaecustomers, or 74% of
commercial loan outstandings. Based on surveyteall are rated as moderate to low risk. We pdeselectively monitor the progress of
certain moderate risk borrowers throughout 1999 Memmercial loans exceeding our borrowing thregHof risk ratings will be measured
to assure information technology utilized by therbaer will be Year 2000 ready.

Management continues to quantify expenses relat&¥ear 2000 readiness. The Company has not beeaireddo provide additional staff for
the express purpose of Year 2000 readiness, therrhas utilized existing internal staff. Our buggkexpenses approximate $45,000, of
which $15,000 will be allocated for renovation ofe processing software. Expenses associated eitin 2000 preparedness are not expe
to have a material impact on the financial conditid the Company.

The Company's objective is to migrate to the Y&0®@with minimal impact on customers, and be preghdor January 1, 2000. We believe
that the manner in which we have addressed thig isederscores our strengths. The Company hasdbarnces and the technological
expertise to address such new issues, but is emaligh to enable us to make adjustments to intprograms and systems without affecting
the ability to service our customers. The Compamnot provide assurance that failure of third partdo adequately address the Year 2000
issue will not have an adverse impact. To minimiaeertainty, we will assess critical suppliers andtomers to determine their readiness.
The Company is confident that with the implemeptatf the Year 2000 initiatives as scheduled, thesibility of significant interruptions to
normal operations should be reduced.

The preceding "Year 2000" discussion contains wargtatements which represent the Company's beliefspectations regarding future
events. All forward-looking statements involve anber of risks and uncertainties that could causeattual results to differ materially from
the projected results. Factors that cause therdiftes include, but are not limited to, the actiohgovernmental agencies or other third
parties with respect to Year 2000 problems.
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Independent Auditors' Report

TO THE BOARD OF DIRECTORS
Evans Bancorp, Inc.

We have audited the accompanying consolidated balsineets of Evans Bancorp, Inc. and subsidiaey"@ompany") as of December 31,
1998 and 1997, and the related consolidated statsméincome, stockholders' equity, and cash fliawgach of the three years in the period
ended December 31, 1998. These financial stateraemthe responsibility of the Company's managen@ut responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat 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 digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell 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 the Company as of December 31, 1998
and 1997 and the results of its operations anchih flows for each of the three years in the pegiaded December 31, 1998, in conformity
with generally accepted accounting principles.

DELOITTE & TOUCHE LLP

Buffalo, New York
January 29, 1999
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Evans Bancorp, Inc. and Subsidiary
Consolidated Balance Sheets

December 31, 1998 and 1997

ASSETS
Cash and cash equivalents:

Cash and due from banks
Federal funds sold
Total cash and cash equivalents

Securities:
Available for sale
Held to maturity

Loans receivable, net of allowance for loan losses
$729,199 and $609,539, respectively

Properties and equipment, net

Other assets

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' Equity
LIABILITIES:
Deposits:

Demand

NOW and money market

Regular savings

Time

Total deposits

Federal funds purchased
Other borrowed funds
Other liabilities

Total liabilities

CONTINGENT LIABILITIES AND COMMITMENTS

STOCKHOLDERS' EQUITY:

Common stock, $.50 par value, 10,000,000 shares aut
1,698,950 shares issued

Capital surplus

Accumulated other comprehensive income (net of tax)
Retained earnings

Less: Treasury stock, at cost (1,352 shares)
Total stockholders' equity
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to consolidated financial statements.

1998

1997

$ 7,300,780 $ 5,821,532

0 4,515,000
7,300,780 10,336,532
45,969,587 33,822,334
4,090,385 6,578,040

of
110,526,449 101,627,427
3,696,658 3,827,672
2,536,371 2,350,158
$174,120,230 $158,542,163
$ 25,857,037 $ 21,680,839
7,554,104 7,093,959
47,676,615 44,264,697
62,995,880 65,351,832
144,083,636 138,391,327
2,225,000 0
7,000,000 0
2,188,181 3,111,536
155,496,817 141,502,863
horized;

849,475 849,475
10,990,720 10,990,720
443,308 213,856
6,400,764 4,985,249
18,684,267 17,039,300

(60,854) 0
18,623,413 17,039,300

$174,120,230

$158,542,163
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Evans Bancorp, Inc. and Subsidiary
Consolidated Statements of Income

Years ended December 31, 1998, 1997 and 1996

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 INCOME TAXES
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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1998 1997
$ 9,336,407 $ 8,632,716
84,316 122,516
1,333,268 1,372,883
1,097,796 944,736
0 0
11,851,787 11,072,851
4,946,730 4,588,056
6,905,057 6,484,795
150,000 60,000
6,755,057 6,424,795
708,482 670,366
66,208 33,809
445,504 246,487
1,220,194 950,662
2,807,223 2,592,120
762,380 761,383
115,588 101,534
186,772 163,189
118,021 127,127
290,858 308,617
16,395 15,328
899,663 779,884
5,196,900 4,849,182
2,778,351 2,526,275
735,000 724,000
$ 2,043,351 $ 1,802,275
$ 120 $ 1.06
1,698,612 1,698,950

1996

$ 7,381,871
201,831

1,427,890
765,123
23,100
9,799,815
3,912,761
5,887,054
60,000

2,602,752
637,007
118,740
147,383
131,753
212,601

2,000
703,162

588,000



Evans Bancorp, Inc. and Subsidiary
Consolidated Statements of Stockholders' Equity

Years ended December 31,

1998, 1997 and 1996
Common Cap
Stock Sur

Balance, January 1, 1996 $ 793,703 $ 8,
Comprehensive income:
1996 net income
Unrealized (loss) gain on
available for sale securities,
net of deferred taxes
of $120,000

Total comprehensive
income

Stock dividends, with
fractional shares
redeemed for cash 55,772 2,
Cash dividends ($.22 per
common share)
Balance, December 31, 1996 849,475 10,
Comprehensive income:
1997 net income
Unrealized gain (loss) on
available for sale securities,
net of deferred taxes
of $100,638

Total comprehensive
income

Five-for-one stock split

Purchase of 3,966 shares
for treasury

Cash dividends ($.30 per
common share)

Sale of 3,966 shares
from treasury

Balance, December 31, 1997 849,475 10,

Comprehensive income:
1998 net income
Unrealized gain (loss) on

available for sale securities,

net of deferred taxes

of $107,977

Total comprehensive
income

Cash dividends ($.37 per
common share)

Purchase of 3,881 shares
for treasury

Sale of 2,529 shares
from treasury

Balance, December 31,1998 $ 849,475 $10,

See notes to consolidated financial statements.

Accumulat ed
Other
ital Retained Treasury  Comprehen sive
plus Earnings Stock Income Total
592,502 $4,953,075 $ $ 146, 230 $14,485,510
1,614,642 1,614,642
(169, 001) (169,001)
1,445,641
398,218  (2,494,493) (40,503)
(380,565) (380,565)
990,720 3,692,659 (22, 771) 15,510,083
1,802,275 1,802,275
236, 627 236,627
2,038,902
(130,878) (130,878)
(509,685) (509,685)
130,878 130,878
990,720 4,985,249 213, 856 17,039,300
2,043,351 2,043,351
229, 452 229,452
2,272,803
(627,836) (627,836)
(174,645) (174,645)
113,791 113,791
990,720 $6,400,764 $ (60,854) $ 443, 308 $18,623,413
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Evans Bancorp, Inc. and Subsidiary
Consolidated Statements of Cash Flows

Years ended December 31, 1998, 1997 and 1996

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
Proceeds from sale of other real estate owned
Proceeds from life insurance polices surrendered

Net cash used in investing activities

FINANCING ACTIVITIES:
Proceeds from borrowing
Increase in deposits
Dividends paid

Purchase of treasury stock
Sale of treasury stock

Net cash provided by financing activities

Net (decrease) increase in cash and cash equivalent

CASH AND CASH EQUIVALENTS,
BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS,
END OF YEAR

(Continued)

1998 1997
$11,805,241 $ 11,027,381
1,136,626 968,072
(4.952,879) (4,543,895
(4,944,895) (4,680,322
(863,365) (786,000
2,180,728 1,985,236
(35,657,818) (26,075,499
19,652,675 22,306,088
7,686,003 686,306
(3,722,629) (2,618,319
2,790,562 1,736,862
(414,541) (466,472
(13,857,709) (12,236,511
4,863,285 2,597,162

49,070 0
224,009 0
(18,387,093) (14,070,383
8,165,920 1,059,080
5,693,383 14,929,948
(627,836) (679,580
(174,645) (130,878
113,791 130,878
13,170,613 15,309,448
(3,035,752) 3,224,301
10,336,532 7,112,231

$ 7,300,780 $ 10,336,532
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1996

$ 10,047,637
1,025,437
(3,847,407)
(4,443,431)
(743,444)

(16,562,178)
14,414,736
4,597,881

(1,177,002)
1,314,873
(1,482,935)
(19,258,136)
2,593,290

14,440,828
(251,173)

668,976

6,443,255



Evans Bancorp, Inc. and Subsidiary
Consolidated Statements of Cash Flows

Years ended December 31, 1998, 1997 and 1996

1998 1997 1996
RECONCILIATION OF NET INCOME TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:
Net income $ 2,043,351 $ 1,802,275 $ 1,614,642
Adjustments to reconcile net income to net cash
provided by operating activities:
Depreciation and amortization 381,115 356,663 344,086
Provision for loan losses 150,000 60,000 60,000
Gains on sales of assets (66,208) (33,809 ) (11,103)
Gains on life insurance policies surrendered (97,580) 0
Changes in assets and liabilities affecting cash flow:
Other assets (225,835) (367,243 ) 96,609
Other liabilities (4,115) 167,350 (65,442)
NET CASH PROVIDED BY OPERATING ACTIVITIES $ 2,180,728 $ 1,985,236 $ 2,038,792

(Concluded)

See notes to consolidated financial statements.
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Evans Bancorp, Inc. and Subsidiary
Notes to Consolidated Financial Statements Yeats@&December 31, 1998, 1997 and 1

1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES

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

Regulatory Requirements - The Bank is subjectéartites, regulations, and reporting requiremenisaabus regulatory bodies, including the
Federal Reserve Board ("FRB"), the Federal Depositrance Corporation ("FDIC"), and the Office log tComptroller of the Currency
("occeh).

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 assumptiondfeetttae reported amounts of assets and liatsliied disclosure of contingent assets
liabilities at the date of the financial statemeams! the reported amounts of revenues and expduoseg 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 thesperiod to the earlier of call date or maguusing 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 anedtat fair value, with unrealized gains and losseduded from earnings and reported, net of
deferred income taxes, in stockholders' equityn&aind losses on sales of securities are compated the specific identification method.

Securities which have experienced an other thapadeany decline in fair value are written down toew cost basis with the amount of the
writedown included in earnings as a realized o3& new cost basis is not changed for subsequent&ges in fair value. Factors which
management considers in determining whether aniimpat in value of an investment is other than terapy include the issuer's financial
performance and near term prospects, the 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 thaiag@ment believes adequate to absorb
losses on existing loans that may become uncdilectManagement's periodic evaluation of the adeyjoathe allowance is based on the
Bank's past loan-loss experience, known and inteisde 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 phith@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 ofinédion available to them at the time of
their examination.

Foreclosed Real Estate - Foreclosed real estaigigdly 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 aetasing to the holding of property are
expenses. Valuations are periodically performediaypagement, and an allowance for pote!



additional losses is established by a charge toatipes if the carrying value of a property excefdisvalue. Foreclosed real estate is
classified as other assets on the consolidatedidmlsheets.

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

The Bank regularly assesses all of its Idinge assets for impairment and recognizes a |dsswthe carrying value of an asset exceeds it:
value. The Bank determined that no impairment ieexds to be recognized for applicable assets i8 &892997.

Interest Income on Loans - Interest on loans isuttand credited to income based on the prineipadunt 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 caslivegtis credited to the outstanding
principal balance. Such loans are returned to atstatus when they are made current and, in thearpof management, the borrower has
the ability to continue making timely payments. haaigination and commitment fees and certain dil@en 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 rexme

Net Income per Common She- Net income per common share is based on the weziglverage number of shares outstanding durintg eac
year, retroactively adjusted for stock dividendd aplits. Only basic earnings per share is disddmzause the Company does not have
dilutive securities or other contracts to issue wam stock or convert to common stock.

Dividend Reinvestment Plan - The Company has adeiwil Reinvestment Plan (the "Plan") which provigigsh holder of record of the
Bank's common stock the opportunity to reinvesbiuatically the cash dividends they receive on shaféhe Bank's common stock.
Stockholders who do not wish to participate inBen will continue to receive cash dividends, adated, in the usual manner. Fifth Third
Bank Corporate Trust Services is the administratdhe Plan. Shares purchased under the Plan iténheafekeeping by the Agent until the
stockholder terminates his/her participation inBthen. The Agent also acts as transfer agent ajistrar for the Bank's common stock.

Employee Benefits and Deferred Compensation P@awosts 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 enteredfitmalance sheet financial instruments
consisting of commitments to extend credit andditgrietters of credit. Such financial instruments @ecorded 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&t20,000 and $657,000 at December 31, 1998 88d, respectively.

New Accounting Standards Pronouncemt- In June 1997, the Financial Accounting Stand&uiard issued Statement of Financial
Accounting Standards ("SFAS") No. 130, Reportingnpeehensive Income, which became effective foilGbmpany in 1998. SFAS No. 1
establishes standards for reporting and disclosiucemprehensive income and its components in Gizdustatement format. Comprehensive
income is defined as the change in equity of art®ss enterprise during a period from transactiodsogher events and circumstances from
nonowner sources. Items considered comprehengieei@ including foreign currency items, minimum pendiability adjustments and
unrealized gains and losses on certain investmeisbt and equity securities. The Company hagseadeo display comprehensive income in
the statements of stockholders' equity, net ofassification adjustments. Reclassification adjustare made to avoid double counting in
comprehensive income items that are displayed @®paet income for a period that also had bespldyed as part of other comprehensive
income in that period or earlier periods. The resification adjustments, net of tax, for the yesrded December 31, 1998, 1997, and 1996
amounted to $(25,596), $1,357 and $3,026, respdgtiv
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SFAS No. 131, Disclosures about Segments of arrfiige and Related Information was issued in 199tk Financial Accounting
Standards Board. This statement establishes stsftarthe way that public business enterprisesrtépformation about operating segments
in annual financial statements. Management hasrdeted that the Bank is the Company's only opegasegment. As such additional
disclosures are not considered necessary.

SFAS No. 133, Accounting for Derivative Instrumeatsl Hedging Activities, was issued in June 199& CTompany adopted the provisions
of SFAS No. 133 effective October 1, 1998. BecahseCompany does not use derivatives, the adopfi@FAS No. 133 did not impact the
Company's earnings or financial position. As alldiay SFAS No. 133 the Company transferred approbely&2,900,000 of certain
securities from held to maturity to the availakde $ale classification. The realized and unrealga&ids on the securities transferred were not
material to the Company.

2. SECURITIES

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

1998
Unrealized
Amortized Fair
Cost Gains Losses Value
Available for Sale:
U.S. Government and Agency Securities $ 9,648523 $ 27,031 $ (13,104 ) $ 9,662,450
Mortgage Backed Securities 12,534,756 0 (92,511 ) 12,442,245
State and Municipal Securities 22,182,635 730,507 0 22,913,142
Other Securities 951,750 0 0 951,750
Total $45,317,664 $ 757,538 $ (105,615 ) $ 45,969,587
Held to Maturity:
U.S. Government and Agency Securities $ 47,565 $ 0 % 0 $ 47,565
State and Municipal Securities 4,042,820 0 0 4,042,820
Total $ 4,090,385 $ 0 % 0 $ 4,090,385
1997
Unrealized
Amortized Fair
Available for Sale:
U.S. Government and Agency Securities $11,618,094 $ 23,843 $ (67,225 ) $11,574,712
Mortgage Backed Securities 1,419,658 30,799 0 1,450,457
State and Municipal Securities 19,477,751 402,202 (13,238 ) 19,866,715
Other Securities 930,450 0 0 930,450
Total $33,445,953 $ 456,844 $ (80,463 ) $ 33,822,334
Held to Maturity:
U.S. Government and Agency Securities $ 3,483,199 $ 36,333 $ 0 $ 3,519,532
State and Municipal Securities 3,094,841 0 4 ) 3,094,837
Total $ 6,578,040 $ 36,333 $ (4 ) $ 6,614,369

Available for sale securities with a total fair walof $29,445,508 at December 31, 1998 were pledgetllateral to secure public deposits
and for other purposes required or permitted by



The scheduled maturities of debt securities at Béer 31, 1998 are summarized below. Actual magésritnay differ from contractual
maturities because certain issuers have the gtelt or prepay obligations with or without catemiums.

Available for Held to Maturity
Sale Securities Secu rities
Amortized Fair Amortized Fair
Cost Value Cost Value
Due in one year or less $ 2,441,286 $ 2,448,661 $ 3,535,294 $ 3,535,294
Due after year one through five years 6,533,918 6,691,046 153,364 153,364
Due after five years through ten years 14,990,783 15,432,486 167,330 167,330
Due after ten years 21,351,677 21,397,394 234,397 234,397
$ 4,090,385

$ 45,317,664 $ 45,969,587 $ 4,090,385

Total

Realized gains and losses from sales of secufitiehe years ended December 31, 1998 , 1997 a@@ 4@ summarized as follows:

1998 1997 1996
Gross gains $ 55,727 $ 65,150 $ 103,865
Gross losses (45,664) (67,145 ) (127,595)
$ 10,063 $ (1,995) $ (23,730)

Net gain (loss)

On December 1, 1998, a residual bond classifigtelsto maturity was called prior to the date otumidy. The amortized cost at the call date
was $16,627 and the resulting gain was $14,513.

3. LOANS RECEIVABLE, NET

Major categories of loans at December 31, 1998189 are summarized as follows:

1998 1997

Real estate - mortgages $92,434,304 $ 85,367,123
Real estate - construction 5,105,251 2,770,719
Commercial 9,835,866 8,938,560
Instaliment 2,166,133 2,517,892
Student loans 438,670 1,731,492
Other 891,669 509,935

383,755 401,245

Net deferred loan origination costs

111,255,648 102,236,966
Allowance for loan losses (729,199)  (609,539)
Loans, net $110,526,449 $101,627,427

Changes in the allowance for loan losses for tla@syended December 31, 1998, 1997 and 1996 wéodmss:

1998 1997 1996
Balance, beginning of year $ 609,539 $ 546,954 $ 557,961
Provision for loan losses 150,000 60,000 60,000
Recoveries 41,118 49,443 5,597
Loans charged off (71,458) (46,858) (76,604)
$ 546,954

$ 729,199 $ 609,539

Balance, end of year




Loans evaluated for impairment, for which an alloa@for loan impairment was not required under SN&S114 due to the adequacy of
related collateral values totaled approximately45@60 and $627,000 at December 31, 1998 and 1883ectively. The average recorded
investment in these loans during 1998, 1997, ai9® ¥as approximately $690,500, $403,500, and $589 f&spectively. If such loans had
been in an accruing status, the Bank would haverded additional interest income of approximatefit $00, $58,000 and $19,000 in 1998,
1997 and 1996, respectively.

The Bank had no loan commitments to borrowers ma&ccrual status at December 31, 1998.
As of December 31, 1998 and 1997, the Bank hadimr toans which were impaired as defined by SFASIN 4.
4. PROPERTIES AND EQUIPMENT

Properties and equipment at December 31 were lasviol

1998 1997
Land $ 268,485 $ 268,485
Buildings and improvements 3,362,419 3,313,404
Equipment 2,753,351 2,828,996
6,384,255 6,410,885
Less accumulated depreciation (2,687,597 ) (2,583,213)
Properties and equipment, net $ 3,696,658 $ 3,827,672

Depreciation expense totaled $428,020 in 1998, $623in 1997, and $348,671 in 1996.
5. FAIR VALUE OF FINANCIAL INSTRUMENTS

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

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

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

Loans Receivable - The fair value of fixed ratenés estimated by discounting the future cashdlaging the current rates at which similar
loans would be made to borrowers with similar dreatings and for the same remaining maturitiesph¢he appropriate portion of the
allowance for loan losses. For variable rate lo#mscarrying amount is a reasonable estimateiotétue.

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

Federal Funds Purchased - The carrying amountefé& funds purchased approximate their fair vativesto their short-term nature.

Other Borrowed Funds - The fair value of the stierta portion of other borrowed funds approximatsegarrying value. The fair value of the
long-term portion of other borrowed funds is estiadausing a discounted cash flow analysis basdde@@ompany's current incremental
borrowing rates for similar types of borrowing angements.

Commitments to extend credit and standby lettexg@dit - As described in Note 11, the Company avasrty to financial instruments with
off-balance sheet risk at December 31, 1998 and.189ch financial instruments consist of commitrag¢atextend permanent financing and
letters of credit. If the options are exercisedhsy prospective borrowers, these financial instmgvill become interest-earning assets of the
Company. If the options expire, the Company retamgfees paid by the counterparty in order toialitee commitment or guarantee. The

fair value of commitments is estimated based upes turrently charged to enter into similar agregseaking into account the remaining
terms of the agreements and the present creditinesgs of



the counterparties. For fixed-rate commitments félirevalue estimation takes into considerationrdarest rate risk factor. The fair value of
guarantees and letters of credit is based on feeently charged for similar agreements. The falue of these off-balance sheet items at
December 31, 1998 and 1997 approximates the reg@meunts of the related fees, which are not censdimaterial.

At December 31, 1998 and 1997, the estimated &dires of the Company's financial instruments weriokows:

1998 1 997
Carrying Fair carying Falr
Amount Value Amount Value
Financial Assets:

Cash and cash equivalents $ 7,300,780 $ 7,300,780 $ 10,336,532 $ 10,336,532
Securities $ 50,059,972 $50,059,972 $ 40,400,374 ;:4:0:;;6:;33::
Loans $111,255,648 $102,236,966 T
Less: allowance for loan losses (729,199) (609,539 )

Loans, net $i10-526449 $110-804706 $101,627,427 $102,368,624
Financial Liabilies: o e
Deposits $144,083,636 $144,603,189 $138,391,327 $138,734,550
Federal funds purchased $ 2,225,000 $ 2,225,000 $ 0 ;:::::g:::::
Other borrowings $ 7,000,000 $ 6,986,000 $ 0 ;:::::g:::::

6. DEPOSITS

Time deposits, with minimum denominations of $100,@ach, totaled $24,208,290 and $22,873,379 atibleer 31, 1998 and 1997,
respectively.

At December 31, 1998, the scheduled maturitieghtd tleposits are as follows:

1999 $ 54,733,991
2000 6,201,593
2001 930,507
2002 526,042
2003 603,747
Total $ 62,995,880

7. FEDERAL FUNDS PURCHASED AND OTHER BORROWED FUNDS
Federal funds purchased of $2,225,000 at Decenther®8 mature within four days of year-end.

Other borrowed funds consisted of a $2,000,000880rdnewable note with an interest rate of 5.159d,a%$5,000,000 long-term borrowing.
The long-term borrowing consisted of various adeasnwith interest rates ranging from 4.83% to 5.0T#%e maturities of other borrowed

funds are as follows:

1999 $ 2,000,000
2000 1,000,000
2001 0

2002 1,000,000
2003 2,000,000
Thereafter 1,000,000

Total $ 7,000,000



8. EMPLOYEE BENEFITS AND DEFERRED COMPENSATION PLAN

The Bank has a defined benefit pension plan cogesirbstantially all employees. The plan providesfies 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 assumptiensg different than those that are projected. dertization method the Bank is using
recognizes the prior service cost and net gaihesses over the average remaining service periadtofe employees which exceeds the
required amortization.

The following are reconciliations of the benefitightion and the fair value of plan assets, thel&dstatus of the plan, the amounts not
recognized in the statements of financial positaord the amounts recognized in the statement afifiial position.

1998 1997
Change in benefit obligation:
Benefit obligation at beginning of year $ 1,518,858 $ 1,354,390
Service cost 62,689 51,817
Interest cost 117,378 104,601
Employer contributions 80,333 85,753
Actuarial gain (45,276) (46,121 )
Benefits paid (37,222) (31,582 )
Benefit obligations at end of year 1,696,760 1,518,858
Change in plan assets:
Fair value of plan assets at beginning of year 1,686,230 1,373,109
Actual return on plan assets 99,637 258,950
Employer contributions 80,333 85,753
Benefits paid (37,222) (31,582 )
Fair value of plan assets at end of year 1,828,978 1,686,230
Funded status 132,218 167,372
Unrecognized net actuarial loss (gain) 7,831 (57,293 )
Unrecognized prior service cost (241,817) (256,524 )
Accrued benefit cost $ (101,768) $ (146,445 )

The Plan's assets are primarily invested in a momeket fund, stocks, and bonds. Valuations oftirsion plan as shown above were
conducted as of October 1, 1998 and 1997. 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 %

The components of net periodic benefit cost coedisf the following:

1998 1997 1996
Service cost $ 62689 $ 51,817 $ 44,615
Interest cost 117,378 104,601 94,565
Expected return on plan assets (128,242)  (106,550) (87,676)
Net amortization and deferral (16,169) (16,169) (16,169)
Net periodic benefit cost $ 35656 $ 33,699 $ 35,335

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 Basibeneficiary) with aggregate cash surrendeegabdl approximately $61,000 and
$72,000 at December 31, 1998 and 1997, respectiValy 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 following are reconciliations of the benefitightion and the fair value of plan assets, thel&dstatus of the plan, the amounts not
recognized in the statement of financial positemd the amounts recognized in the statement afidiaaposition.

1998 1997
Change in benefit obligation:
Benefit obligation at beginning of year $ 480,874 $ 356,685
Service cost 56,415 52,064
Interest cost 40,297 34,194
Contributions to the plan 0 0
Actuarial (gain) loss (9,403) 37,931
Benefits paid 0 0
Benefit obligations at end of year 568,183 480,874
Change in plan assets:
Fair value of plan assets at beginning of year 0 0
Actual return on plan assets 0 0
Contributions to the plan 0 0
Benefits paid 0 0
Fair value of plan assets at end of year 0 0
Funded status (568,183) (480,874 )
Unrecognized net actuarial loss 156,092 187,710
Accrued benefit cost $ (412,091) $ (293,164 )

Valuations of the nonqualified supplemental exe®uitetirement plans as shown above were condustefi@ctober 1, 1998 and 1997.
Assumptions used by the Bank in both years in #ierchination of pension plan information consistéthe following:

Expected long-term rate of return on plan assé& %

The components of net periodic benefit cost coedisf the following:

1998 1997 1996
Service cost $ 56,415 $ 39,900 $ 50,138
Interest cost 40,297 34,194 25,280
Net amortization and deferral 22,215 22,215 22,215
Net periodic benefit cost $ 118,927 $ 96,309 $ 97,633

The Bank also maintains a non-qualified deferredpensation plan for certain directors. Accruedasider this plan were approximately
$70,000, $67,000 and $64,000 in 1998, 1997 and,I@38pectively. The estimated present value ob#refit obligation, included in other
liabilities, was $734,000 and $700,000 at Decer3ier1 998 and 1997, respectively. This obligatiomdsrectly funded by life insurance
contracts (naming the Bank as beneficiary) withraggte cash surrender values of approximately $08%nd $140,000 at December 31,
1998 and 1997, respectively. The face values aetipelicies at both dates was approximately $100®6,Premiums on the aforementioned
life insurance contracts were paid by the Bankan bf payment of directors' fees.

The Bank also has a deferred contribution Retiré¢rard Thrift 401(k) Plan for its employees who meatain length of service and age
requirements. The provisions of the 401(k) Plaavakligible employees to contribute between 1% Hfb of their annual salary, with a
matching contribution by the Bank equal to 25%haf €mployees contribution up to 4% of their anrsaddry. The Bank can also make
discretionary contributions to the Plan. The Baekisense under this Plan was approximately $36 888000 and $34,000 for the years
ended December 31, 1998, 1997 and 1996, respsct



9. INCOME TAXES

The components of the provision for income taxesves follows:

1998 1997 1996
Income taxes currently payable $ 839,000 $ 798,000 $ 728,000
Deferred (benefit) income taxes (104,000) (74,000 )  (140,000)
Net provision $ 735000 $ 724,000 $ 588,000

At December 31, 1998 and 1997 the components aféhdeferred tax asset were as follows:

1998 1997
Deferred Tax Assets:
Allowance for loan losses $ 208,000 $ 173,000
Pension premiums 205,000 171,000
Deferred compensation 293,000 280,000
Other 32,000 32,000
Gross deferred tax assets 738,000 656,000
Deferred Tax Liabilities:
Depreciation 22,000 25,000
Prepaid expenses 153,000 160,000
SFAS No. 115 209,000 101,000
Gross deferred tax liabilities 384,000 286,000
Net deferred tax assets $ 354,000 $ 370,000

The net deferred tax asset at December 31, 1998%8is included in other assets in the accompangbnsolidated financial statements.

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,

1998 1997 1 996
Amount Perc ent Amount Percent Amount Percent

Tax provision at

statutory rate $ 945,000 3 4% $ 859,000 34% $ 749,000 34%
Increase (decrease) in taxes

resulting from:

Tax-exempt income (373,000) 1 3) (321,000) (23) (260,000 ) (12)
State taxes, net of

federal benefit 162,000 6 136,000 5 110,000 5
Other items, net 1,000 0 50,000 2 (11,000 ) 1)
Provision for

income taxes $ 735,000 2 7% $ 724,000 28% $ 588,000 26%

10. RELATED PARTY TRANSACTIONS

The Bank has entered into loan transactions watdirectors, significant shareholders and theiliatis (related parties). The aggregate
amount of loans to such related parties at Dece®ibet998 and 1997 was $4,226,739 and $3,526,26pectively. During 1998 and 1997,

new loans to such related parties amounted to 8&88 and $3,366,701, respectively, and repaynsntaunted to $6,019,753 and
$2,088,427



11. 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 conmeénts and contingent liabilities are
commitments to extend credit and standby lettergedit. A summary of the Bank's commitments anaticgent liabilities at December 31,
1998 and 1997 is as follows:

1998 1997
Commitments to extend credit $ 21,902,497 $ 15,770,264
Standby letters of credit 1,007,055 551,218
Total $ 22,909,552 $ 16,321,482

Commitments to extend credit and standby lettergedit all include exposure to some credit losthaevent of nonperformance of the
customer. The Bank's credit policies and procediamesredit commitments and financial guaranteesthe same as those for extensions of
credit that are recorded on the consolidated balaheets. Because these instruments have fixeditypatates, 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.

12. 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 govental entities within the Bank's market area. Tévecentrations of credit by type of loan
set forth in Note 3. The distribution of commitmeid extend credit approximates the distributiofoahs outstanding. Standby letters of
credit were granted primarily to commercial borresvd he Bank, as a matter of policy, does not ektgadit to any single borrower or group
in excess of 15% of capital.

13. 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 gltine current year's earnings (as defir
plus the retained earnings (as defined) from tha pwo years.

Quantitative measures established by regulati@nsure capital adequacy require the Bank to maim@imum amounts and ratios (set fc
in the table below) of total and Tier | capital (fined 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, 1998 and 1997, heaBank met all capital adequacy
requirements to which it is subject.

As of December 31, 1998 , the most recent notificafrom its regulators categorized the Bank ad eagbitalized 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 catega



The Bank's actual capital amounts and ratios wefellbws:

Total Capital (to Risk
Weighted Assets)

Tier | Capital

(to Average Assets)

Total Capital (to Risk
Weighted Assets)

Tier | Capital

(to Average Assets)

Tier | Capital (to Risk
Weighted Assets)

Tier | Capital (to Risk
Weighted Assets)
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1998
Minimum
Capital
Minimum For Capital Prompt
Adequacy Purposes Action
ent Amount Percent Amount
9% $ 8,926,000 8.0 %

3% $ 4,463,000 4.0 %
5% $ 6,599,000 4.0 %
1997
Minimum
Capital
Minimum For Capital Prompt
Adequacy Purposes Action
ent Amount Percent Amount
9% $ 8,234,000 8.0%  $10,292,000
3% $ 4,117,000 40% $ 6,175,000
8% $ 6,366,080 40% $ 7,958,000

To Be Well
ized Under
Corrective
Provisions

Percent

10.0%

6.0 %

5.0 %

To Be Well
ized Under
Corrective
Provisions

Percent

10.0%

6.0 %

5.0 %
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14. PARENT COMPANY ONLY FINANCIAL INFORMATION

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

CONDENSED BALANCE SHEETS

December 31, 1998 and 1997
ASSETS

Cash

Investment in subsidiary

Total assets

STOCKHOLDERS' EQUITY
Stockholders' Equity:
Common stock
Capital surplus
Accumulated other comprehensive income
Retained earnings

Less: Treasury stock, at cost (1,352 shares)

Total stockholders' equity

CONDENSED STATEMENTS OF INCOME

Years ended December 31, 1998, 1997 and 1996

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, 1998, 1997 and 1996

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

1998

$ 38,699 $

18,584,714

1997

6,648
17,032,652

$ 18,623,413 $ 17,039,300

$ 849,475 $ 849,475

10,990,720 10,990,720
443,308 213,856
6,400,764 4,985,249
18,684,267 17,039,300

(60,854) 0

$ 18,623,413 $ 17,039,300

1998 1997 1996
$ 627,836 $ 509,685 $ 421,068
75,000 50,000 0
(42,949) (50,249 ) (30,831)
ubsidiary 659,887 509,436 390,237
1,383,464 1,292,839 1,224,405
$ 2,043,351 $ 1,802,275 $ 1,614,642
1998 1997 1996
$ 2,043,351 $ 1,802,275 $ 1,614,642

(1,383,464) (1,292,839
0 0
659,887 509,436
(627,836) (509,685
32,051 (249
6,648 6,897

$ 38699 $ 6,648

) (1,224,405)
(169,895)
220,342
) (251,173)
(30,831)
37,728




Board of Directors
Evans Bancorp, Inc. and Evans National Bank
BOARD OF DIRECTORS

(standing)

LaVerne G. Hall

Former Chairman - L.G. Hall Building
Contractors, Inc.

Robert W. Allen
Secretary
Retired

William F. Barrett
Property and Investment Manager

Richard M. Craig
Chairman of the Board
President and CEO -
Evans National Bank

David M. Taylor
President - Concord Nurseries, Inc.

(seated)
David C. Koch

Chairman and CEO -
New Era Cap Co., Int

Richard C. Stevenson
Chairman - Evans Land Corp.

Thomas H. Waring, Jr.
Principal - Waring Financial Group

Phillip Brothman
Partner - Hurst, Brothman & Yusick

DIRECTORS EMERITUS

Floyd H. Hurst
Carl F. Ulmer

OFFICERS

Evans Bancorp, Inc.
Richard M. Craig, COB
President and CEO

Robert W. Allen
Secretary

James Tilley
Assistant Secretary

William R. Glass
Treasurel



ADVISORY BOARD
Derby

Richard A. Gradl
Raymond S. Hazard

MANAGEMENT TEAM

(front center)
Richard M. Craig, Chairman of the Board, Presidentand CEO;

(left)
William R. Glass, Senior Vice President - Loan Digion;

(right)
James Tilley, Senior Vice President - Administratio
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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

VICE PRESIDENT
George L. Catalano
Mary E. Doeing
Timothy F. Jachlewski
William J. Gray
Jeffrey L. White

ASSISTANT VICE PRESIDENT
Katherine M. Allen

Susan J. Herold

Rose Marie Hinckley

Robert A. Hohti

Elizabeth A. Mac

Howard M. Matrtin, Jr.

Cathy E. Rohrich

BANK OFFICER
Rita A. Boyland
Karen M. Blecha
Michelle A. Bress
M. Jane Gonzalez
Nadine G. Houghto
Mary K. Nytz

Mary D. Philbin

Corporate Information

There has never been an organized public tradingenfor the Company's outstanding common stocle fllowing table represents the
highest and lowest per share prices known to manageat which the Company's stock has actually beesferred 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 comnuissi

1998 1 997
QUARTER High Low High Low
First $ 4000 $ 3800 $ 27.20 $ 27.20
Second $ 4300 $ 4000 $ 32.00 $ 27.20*
Third $ 4500 $ 43.00 $ 33.00 $ 32.00
Fourth $ 4500 $ 4500 $ 38.00 $ 33.00

* Adjusted for five for one stock split
Total shares outstanding were 1,697,598 as of DeeeB1, 1998. There were 1,089 shareholders ofdemo December 31, 1998.

Upon written request of any shareholder, a cophefCompany's report on Form 10-K for its fiscayended December 31, 1998, 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 obtaimigthut charge, from Michelle A. Baumgarden, Ev8ascorp, Inc., 14-16 N. Main
Street, Angola, N.Y. 14006.

THE ANNUAL MEETING

The Annual Meeting of the Shareholders of the Camgpaill be held on Tuesday, April 27, 1999 at 12[8M. at Romanello's Sou



Restaurant, 5793 South Park Avenue, Hamburg, NY.
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

1090F*-4129, Cincinnati, OH 4526:



ARTICLE 9

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM EVANS BANCORP INC BALANCE
SHEET AND STATEMENTS OF INCOME (AUDITED) AS OF DEGEBER 31, 1998 AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO 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 7,300,78I
INT BEARING DEPOSITE 0
FED FUNDS SOLLC 0
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 45,969,58
INVESTMENTS CARRYING 4,090,38!
INVESTMENTS MARKET 0
LOANS 110,526,44
ALLOWANCE (729,199
TOTAL ASSETS 174,120,23
DEPOSITS 144,083,63
SHORT TERM 2,225,001
LIABILITIES OTHER 2,188,18:
LONG TERM 7,000,001
PREFERRED MANDATORY 849,47!
PREFERREL 0
COMMON 0
OTHER SE 17,330,63
TOTAL LIABILITIES AND EQUITY 174,120,23
INTEREST LOAN 9,336,40
INTEREST INVEST 2,431,06
INTEREST OTHER 84,31¢
INTEREST TOTAL 11,851,78
INTEREST DEPOSIT 4,750,78!
INTEREST EXPENSE 4,946,73
INTEREST INCOME NET 6,905,05
LOAN LOSSES 150,00(
SECURITIES GAINS 10,06:
EXPENSE OTHEF 5,196,901
INCOME PRETAX 2,778,35:
INCOME PRE EXTRAORDINARY 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 2,043,35:
EPS PRIMARY 1.2C
EPS DILUTED 0
YIELD ACTUAL 8.11
LOANS NON 754,17:
LOANS PAST 698,00(
LOANS TROUBLED 0
LOANS PROBLEM 0
ALLOWANCE OPEN 609,53¢
CHARGE OFF< 71,45¢
RECOVERIES 41,11¢
ALLOWANCE CLOSE 729,19¢
ALLOWANCE DOMESTIC 150,00(
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 0
End of Filing
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