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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

SCHEDULE 14A

Proxy Statement Pursuant to Section 14(a) of the Securities

Exchange Act of 1934

Filed by the Registrant    x

Filed by a Party other than the Registrant    ¨

Check the appropriate box:

¨       Preliminary Proxy Statement ¨       Confidential, for Use of the Commission Only
(as permitted by Rule 14a-6(e)(2))
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¨       Definitive Additional Materials
¨       Soliciting Material Pursuant to §240.14a-12
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INNOSPEC INC.

220 Continental Drive PATRICK S. WILLIAMS
Newark, DE 19713 President and Chief Executive Officer

Dear Stockholder: March 26, 2010

You are cordially invited to attend the Annual Meeting of Stockholders of Innospec Inc. (the �Corporation�), which will be held on Wednesday
May 12, 2010 at 10:00 a.m. local time, in the Board Room, the NASDAQ Stock Market, One Liberty Plaza, 165 Broadway, New York, USA.
Stockholders are advised to arrive at the reception area at 9.30 a.m. to allow sufficient time for security clearance.

This year you are asked to elect two directors and re-elect two directors and to ratify the selection of our independent registered public
accounting firm. Information about the business of the meeting, the nominees for election and re-election as members of the Board of Directors,
and the ratification of our independent registered public accounting firm is set forth in the formal meeting notice and Proxy Statement on the
pages that follow.

We are continuing to take advantage of the Securities and Exchange Commission rules that allow companies to furnish proxy materials to
stockholders via the internet. If you received a Notice Regarding the Availability of Proxy Materials (�Notice�) by mail, you will not receive a
printed copy of the proxy materials, unless you specifically request one. The Notice instructs you on how to access and review all of the
important information contained in the Proxy Statement, as well as how to submit your proxy over the internet or by telephone. If you would still
like to receive a printed copy of our proxy materials, you should follow the instructions for requesting these materials. The instructions are
included in the Notice.

The Corporation�s fiscal year 2009 Annual Report on Form 10-K has been posted on the internet and is available to be mailed to stockholders
who request written materials, but it is not part of the proxy solicitation material.

It is important that your stock is represented and voted at the Annual Meeting, regardless of the size of your holding. Accordingly, whether or
not you intend to attend the session in person, we hope that you will vote via the internet or by telephone in accordance with the instructions on
your Notice. Alternatively, if you have requested written proxy materials, you may vote by signing, dating and returning your Proxy Card. If you
are a holder of record and you sign and return your Proxy Card without specifying your choices, it will be understood that you wish to have your
stock voted in accordance with the Board of Directors� recommendations as set forth in the attached Proxy Statement.

If you hold stock through a broker or other intermediary, that person or institution will provide you with instructions on how to vote your shares.
It is especially important that you communicate your voting instructions to your broker or other intermediary since they are no longer allowed to
cast votes with respect to the election of directors unless they have received instructions from the beneficial owner of the stock.

Sincerely,

Edgar Filing: INNOSPEC INC. - Form DEF 14A

Table of Contents 3



PATRICK S. WILLIAMS

President and Chief Executive Officer
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INNOSPEC INC.

220 Continental Drive

Newark, DE 19713

USA

Notice of Annual Meeting of Stockholders

May 12, 2010

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Innospec Inc. (the �Corporation�) will be held at 10:00 a.m. local time
on Wednesday, May 12, 2010 in the Board Room, the NASDAQ Stock Market, One Liberty Plaza, 165 Broadway, New York, USA for the
following purposes:

1. To elect two directors to serve until the 2012 and 2013 Annual Meetings respectively;

2. To re-elect two current directors to serve until the 2013 Annual Meeting;

3. To ratify the appointment of PricewaterhouseCoopers LLP as the Corporation�s independent registered public accounting firm for the
fiscal year ending December 31, 2010; and

4. To transact such other business as may properly come before the meeting or any adjournment thereof.

The Board of Directors has fixed March 16, 2010 as the date of record for the meeting and only stockholders of record at the close of business
on that date will be entitled to vote at the meeting or any postponement or adjournment thereof. A list of such stockholders will be available for
examination by any stockholder for any purpose germane to the meeting both at the meeting and during normal business hours at the
Corporation�s offices at 220 Continental Drive, Newark, DE 19713, USA for a period of ten days prior to the meeting.

By Order of the Board of Directors,
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David E. Williams

Vice President and General Counsel

March 26, 2010

WHETHER OR NOT YOU PLAN TO ATTEND THE ANNUAL MEETING IN PERSON AND REGARDLESS OF THE NUMBER
OF SHARES YOU OWN, PLEASE VOTE VIA THE INTERNET OR BY TELEPHONE IN ACCORDANCE WITH THE
INSTRUCTIONS ON YOUR NOTICE OR ALTERNATIVELY IF YOU HAVE REQUESTED WRITTEN PROXY MATERIALS,
MARK, SIGN AND DATE THE PROXY CARD AND MAIL IT PROMPTLY IN THE ENVELOPE PROVIDED TO ENSURE THAT
YOUR STOCK WILL BE REPRESENTED. YOU MAY NEVERTHELESS VOTE IN PERSON IF YOU ATTEND THE ANNUAL
MEETING. IN ADDITION, YOUR PROXY IS REVOCABLE AT ANY TIME BEFORE IT IS VOTED BY WRITTEN NOTICE TO
THE SECRETARY OF THE CORPORATION OR BY DELIVERY OF A LATER DATED PROXY.

Important Notice Regarding the Availability of Proxy Materials for the Stockholder Meeting to be Held on May 12, 2010. Our Proxy
Statement and Annual Report to Stockholders are available at www.envisionreports.com/iosp.
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INNOSPEC INC.

220 Continental Drive

Newark, DE 19713

USA

PROXY STATEMENT

March 26, 2010

for

Annual Meeting of Stockholders

To Be Held On May 12, 2010

This proxy statement (the �Proxy Statement�) is being furnished to the holders of common stock, par value $0.01 per share (the �Common Stock�),
of Innospec Inc., a Delaware corporation (the �Corporation�) in connection with the solicitation of proxies by and on behalf of the Board of
Directors of the Corporation (the �Board of Directors� or the �Board� or �Directors�) for use at the annual meeting of stockholders to be held on
Wednesday, May 12, 2010 at 10:00 a.m. local time, and at any adjournments or postponements thereof (the �Annual Meeting�). The purpose of the
Annual Meeting is:

1. To elect two directors to the Board. The Board intends to present for election the following nominees: Mr. Robert I. Paller and
Mr. Patrick S. Williams;

2. To re-elect two directors to the Board. The Board intends to present for re-election the following nominees: Dr. Robert E. Bew and
Mr. Martin M. Hale;

3. To ratify the appointment of PricewaterhouseCoopers LLP as the Corporation�s independent registered public accounting firm for the
fiscal year ending December 31, 2010;

4. To transact such other business as may properly come before the meeting or any adjournment thereof.

Record Date and Quorum
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This year, the Corporation is furnishing proxy materials to stockholders via the internet. If you received a Notice Regarding the Availability of
Proxy Materials (�Notice�) by mail, you will not receive a printed copy of the proxy materials unless you specifically request one. If you received
the Notice and would still like to receive a printed copy of our proxy materials, you should follow the instructions for requesting these materials
included in the Notice. We plan to mail the Notice to stockholders on March 26, 2010.

You may also request a printed copy of the proxy solicitation materials by following the instructions, included in the Notice, for requesting these
materials, or by any of the following methods: via the internet at www.envisionreports.com/iosp; by telephone at 1-866-641-4276; or by sending
an e-mail to investorvote@computershare.com with �Proxy Materials Innospec Inc.� in the subject line.

We first made available the proxy solicitation materials on the internet at www.envisionreports.com/iosp on or around March 26, 2010 to all
holders of record of Common Stock at the close of business on March 16, 2010 (the �Record Date�). Our 2009 Annual Report on Form 10-K was
made available at the same time and by the same methods.

Each outstanding share of Common Stock entitles the holder thereof as of the record date to one vote on each matter to come before the Annual
Meeting. As of the Record Date, excluding treasury stock, there were 23,743,973 shares of Common Stock outstanding. There are no other
outstanding voting securities of the Corporation other than the Common Stock.

1
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The presence at the Annual Meeting in person or by proxy of the holders of a majority of the shares of Common Stock outstanding and entitled
to vote will constitute a quorum for the transaction of business. Abstentions and broker �non-votes� are treated as present and entitled to vote, and
therefore are counted in determining the existence of a quorum. At the Annual Meeting, election inspectors will determine whether or not a
quorum is present.

A broker �non-vote� occurs when a nominee holding shares for a beneficial owner does not vote on a particular proposal because the nominee
does not have discretionary voting power with respect to that item and has not received voting instructions from the beneficial owner with
respect to such item.

Proxies

If you prefer to receive written copies of our proxy materials and vote your proxy by post, then ensure the proxy card (the �Proxy Card�) is
properly signed, dated and returned to the Corporation. The individuals identified as proxies thereon will vote the stock represented by the Proxy
Card in accordance with the directions noted thereon. Alternatively, you can cast your vote via the internet or by telephone as set out in the
Notice. If you are the holder of record and do not indicate how your stock should be voted on a matter, the stock represented by your properly
completed Proxy Card will be voted as the Board of Directors recommends. The Corporation�s management does not know of any matters other
than those discussed in this Proxy Statement that will be presented at the Annual Meeting. If other matters are presented, all proxies will be
voted in accordance with the recommendations of the Corporation�s Board of Directors unless the stockholder otherwise specifies in the Proxy
Card.

Returning your completed Proxy Card or voting via the internet or by telephone will not prevent you from voting in person at the Annual
Meeting if you are present and wish to vote. In addition, you may revoke your proxy at any time before it is voted by sending written notice of
revocation or by submission of a properly executed proxy bearing a later date to the Secretary of the Corporation or by resubmitting your vote
via the internet or by telephone prior to the Annual Meeting at the Corporation�s principal executive offices at the address above.

Required Votes

Proposal One (Election of Directors): The election of directors is decided by the affirmative vote of a plurality of the votes duly cast by holders
of all shares entitled to vote in the election. Abstentions and broker �non-votes� are not counted as votes cast for the purpose of electing directors.
Accordingly, abstentions and broker �non-votes� will not be taken into account and, therefore, will not affect the outcome of the election of
directors.

Proposal Two (Re-Election of Directors): The election of directors is decided by the affirmative vote of a plurality of the votes duly cast by
holders of all shares entitled to vote in the election. Abstentions and broker �non-votes� are not counted as votes cast for the purpose of electing
directors. Accordingly, abstentions and broker �non-votes� will not be taken into account and, therefore, will not affect the outcome of the election
of directors.

Proposal Three (Ratification of Appointment of the Corporation�s Independent Registered Public Accounting Firm): The affirmative vote of the
majority of the shares present in person or represented by proxy at the Annual Meeting and entitled to vote on this proposal is required to ratify
the appointment of PricewaterhouseCoopers LLP as the Corporation�s independent registered public accounting firm for the fiscal year ending
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December 31, 2010. A broker or nominee has discretion to vote on this matter. Abstentions will be treated as present and entitled to vote and,
therefore, will have the effect of votes against this proposal. Broker non-votes will not be treated as present and entitled to vote and, therefore,
will have no effect on the outcome on this proposal.

2
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PROPOSAL ONE

(Item 1 on the Proxy Card)

Election of Directors

The Bylaws of the Corporation provide that the number of Directors shall be not less than three nor more than twelve members, the exact
number of which shall be determined from time to time by resolution adopted by the Board of Directors, and that the Board shall be divided into
three classes, designated Class I, Class II and Class III. Each class shall consist, as nearly as may be possible, of one-third of the total number of
Directors constituting the entire Board of Directors. By resolution of the Board of Directors dated May 5, 2008, the Board of Directors reduced
the number of members on the Board of Directors from nine to seven with effect immediately following the 2008 Annual General Meeting; three
in Class I, two in Class II and two in Class III and the appointments of the Directors in such Classes expire at the Annual Meetings of the
Corporation in 2011, 2012 and 2013, respectively.

Mr. Robert I. Paller was appointed to the Board in accordance with Article III of the Bylaws to fill the vacancy on the Board created as a result
of the resignation of Mr. Peter Fearn on May 15, 2009. Mr. Paller has been nominated for election as a Class II Director to the Board of
Directors to serve until the Corporation�s 2012 Annual Meeting. See �Management�Nominees for Director� for information with respect to
Mr. Paller. The Corporation believes that Mr. Paller is willing to be elected and to serve. In the event Mr. Paller is unable to serve or is otherwise
unavailable for election the incumbent Board may or may not select a substitute nominee. If a substituted nominee is selected, all proxies will be
voted for the person selected.

Mr. Patrick S. Williams was appointed to the Board in accordance with Article III of the Bylaws to fill the vacancy on the Board created as a
result of the resignation of Mr. Paul W. Jennings on March 20, 2009. Mr. P. Williams has been nominated for election as a Class III Director to
the Board of Directors to serve until the Corporation�s 2013 Annual Meeting. See �Management�Nominees for Director� for information with
respect to Mr. P. Williams. The Corporation believes that Mr. P. Williams is willing to be elected and to serve. In the event Mr. P. Williams is
unable to serve or is otherwise unavailable for election the incumbent Board may or may not select a substitute nominee. If a substituted
nominee is selected, all proxies will be voted for the person selected.

The election of Directors at the Annual Meeting requires a plurality of the votes actually cast by the stockholders present (in person or by proxy)
at the meeting and entitled to vote. There is no cumulative voting as to any matter, including the election of Directors.

The Board of Directors recommends a vote �FOR� the election of the nominee Directors.

PROPOSAL TWO

(Item 2 on the Proxy Card)

Re-election of Current Directors
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The Bylaws of the Corporation provide that the number of Directors shall be not less than three nor more than twelve members, the exact
number of which shall be determined from time to time by resolution adopted by the Board of Directors, and that the Board shall be divided into
three classes, designated Class I, Class II and Class III. Each class shall consist, as nearly as may be possible, of one-third of the total number of
Directors constituting the entire Board of Directors. By resolution of the Board of Directors dated May 5, 2008, the Board of Directors reduced
the number of members on the Board of Directors from nine to seven with effect immediately following the 2008 Annual General Meeting; three
in Class I, two in Class II and two in Class III and the appointments of the Directors in such Classes expire at the Annual Meetings of the
Corporation in 2011, 2012 and 2013, respectively.

3
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Two Directors in Class III, Dr. Robert E. Bew and Mr. Martin M. Hale, whose terms expire at the upcoming Annual Meeting, have been
nominated for re-election to serve until the Corporation�s 2013 Annual Meeting. See �Management�Nominees for Director� for information with
respect to Dr. Bew and Mr. Hale. The Corporation believes that Dr. Bew and Mr. Hale are willing to be elected and to serve. In the event that the
nominees are unable to serve or are otherwise unavailable for election the incumbent Board may or may not select a substitute nominee. If a
substituted nominee is selected, all proxies will be voted for the person selected.

The election of Directors at the Annual Meeting requires a plurality of the votes actually cast by the stockholders present (in person or by proxy)
at the meeting and entitled to vote. There is no cumulative voting as to any matter, including the election of Directors.

The Board of Directors recommends a vote �FOR� the re-election of the nominee current Directors.

PROPOSAL THREE

(Item 3 on the Proxy Card)

Ratification of Appointment of the Corporation�s Independent Registered Public Accounting Firm

The Audit Committee has appointed the accounting firm of PricewaterhouseCoopers LLP to serve as independent registered public accounting
firm of the Corporation with respect to the 2010 fiscal year to examine the financial statements of the Corporation for the fiscal year ending
December 31, 2010 and to perform other appropriate accounting services. PricewaterhouseCoopers LLP served as the Corporation�s independent
registered public accounting firm for fiscal year 2009.

A representative of PricewaterhouseCoopers LLP is expected to be present at the Annual Meeting to respond to questions and to make a
statement if such representative desires to do so. If the stockholders do not ratify this appointment by the affirmative vote of a majority of the
shares represented in person or by proxy at the Annual Meeting, the Audit Committee will consider other independent registered public
accounting firms.

The Board of Directors recommends a vote �FOR� ratification of the appointment of PricewaterhouseCoopers LLP as the Corporation�s
independent registered public accounting firm for the fiscal year ending December 31, 2010.

4
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MANAGEMENT

The following sets forth certain information as of March 16, 2010 with respect to the Corporation�s nominees for Directors, the Corporation�s
continuing Directors and certain officers of the Corporation and its subsidiaries (including all executive officers of the Corporation) (�Officers� or
�Executive Officers�). Officers of the Corporation serve at the discretion of the Board of Directors.

Nominees for Director

Class II Director who will serve until the 2012 Annual Meeting and is seeking election

Mr. Robert I. Paller�Director since November 1, 2009 Age: 75
Mr. Paller has served on the board of numerous private companies and non-profit corporations for over 40 years. He is currently a member of the
Council of National Trustees for the National Jewish Medical and Research Center in Denver, Colorado. An attorney by profession, Mr. Paller
has been a partner with Smith, Gambrell & Russell LLP since 1965 specializing in corporate law, particularly Mergers and Acquisitions.
Mr. Paller is a member of the Board�s Nominating and Governance Committee.

Key Attributes, Experience and Skills:

Mr. Paller has a wealth of directorship experience, having served on various boards for over 40 years. He also has many years of legal
experience which will assist the board in their deliberations on many topics and is a valuable resource to the Corporation which operates in a
highly regulated industry.

Class III Director who will serve until the 2013 Annual Meeting and is seeking election

Mr. Patrick S. Williams�Director since May 11, 2009 Age: 45
Mr. P. Williams serves as Director and President and Chief Executive Officer of the Corporation since his appointment to this position on
April 2, 2009. Prior to holding this position, Mr. P. Williams was Executive Vice President and President, Fuel Specialties of the Corporation
from 2005 to 2009. He held a number of senior management and sales leadership positions in Innospec Fuel Specialties LLC, latterly acting as
the Chief Executive Officer of this business from 2004 to 2009. Before joining the predecessor company of Innospec Fuel Specialties LLC,
Starreon Corporation, in 1993, Mr. P. Williams established a number of businesses and currently holds equity positions in a small exploration
and oil production company and a real estate business.

Key Attributes, Experience and Skills:
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As the only management representative on the Board, Mr. P. Williams provides an insider�s perspective in board discussions about the business
and strategic direction of the Corporation. Mr. P. Williams has particular experience in the Fuel Specialties business and brings a depth of
knowledge to the Corporation.

Class III Directors who will serve until the 2013 Annual Meeting and are seeking re-election

Dr. Robert E. Bew�Director and Chairman since May 7, 1998 Age: 73
Dr. Bew serves as Non-Employee Chairman of the Corporation. From 1997 until January 1, 2001 he was Chairman of the European Process
Industries Competitiveness Centre, an organization specializing in increasing competitiveness in process industries, and from 1997 until 2002 he
was Chairman of the Teesside Chemical Initiatives (TCI). He spent over thirty five years with ICI, most recently as Chief Executive Officer of
ICI�s International Chemical & Polymer division based in Teesside, United Kingdom from 1994 to 1997. Previously (from 1985 to 1992) he
served as head of ICI Corporate Planning and between 1995 and 1997 he was also Chairman of Phillips Imperial Petroleum Limited, a refinery
joint venture between ICI and Phillips Petroleum. Dr. Bew has been a member of the Audit Committee since July 28, 2008 and the Nominating
and Governance Committee since November 1, 2005.

5
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Key Attributes, Experience and Skills:

With his extensive experience in the chemicals industry, including over 35 years with ICI, Dr. Bew provides a depth of knowledge to the Board.
He has held many senior-level positions during his career and he therefore brings leadership and management skills to the Corporation.

Mr. Martin M. Hale�Director since February 27, 1998 Age: 69
Mr. Hale is a Director of Chemtura Corporation (formerly Great Lakes Chemical Corporation (�Great Lakes�) which merged with Crompton
Corporation to form Chemtura Corporation on July 1, 2005), having been a Director of Great Lakes since 1978 and from 1995 until May 2000
served as Chairman. Prior to 1983, Mr. Hale was President and Chief Executive Officer of Marsh & McClennan Asset Management Company.
From 1983 to 2001 Mr. Hale was Executive Vice President and Partner of Hellman Jordan Management Co, a registered investment adviser. He
also serves as an Honorary Trustee of the Museum of Fine Arts, Boston. Mr. Hale is the Chairman of the Audit Committee.

Key Attributes, Experience and Skills:

Mr. Hale has a depth of experience in the chemicals industry and has held many leadership positions during his career as well as holding
positions on other company boards. Mr. Hale also has extensive experience in investment, asset management and financial analysis which
provides the Board with a useful perspective on management and operations of the Corporation.

Continuing Directors

Class I Directors who will serve until the 2011 Annual Meeting

Mr. Hugh G. C. Aldous�Director since January 11, 2005 Age: 65
Mr. Aldous currently serves as Chairman of Melorio plc, a London quoted holding company in the training industry, having been appointed as a
Director of the organization in October 2007. He is Chairman of Capita Sinclair Henderson Limited, a company servicing the fund management
industry and a subsidiary of the London listed Capita Group plc and has held this position since December 2007, and Chairman of SPL Guernsey
ICC Limited, the umbrella company for a number of cells listed on the Channel Islands stock exchange, which he also chairs. Mr. Aldous is also
a Non-Executive director of three other London listed public investment companies; Henderson TR Pacific Investment Trust plc, a co-investor in
the Far East (appointed December 2003); the Eastern European Trust plc, a co-investor in Russia and Eastern Europe (appointed 1995); and
Elderstreet Venture Capital Trust plc (appointed 2007). He has also been a Director of Polar Capital Holdings plc, a London quoted asset
management company, since 2005. Mr. Aldous was a member of the United Kingdom Competition Commission from 1998 to 2001 and was
appointed a United Kingdom Government Inspector of Companies several times between 1987 and 2003. He has authored several reports on
corporate governance issues, has served as the audit committee chairperson for several companies and currently chairs the audit committee of
two public companies and serves as a member of the audit committee of another. He was formerly a partner at Grant Thornton LLP, Chartered
Accountants, and previously Robson Rhodes LLP, Chartered Accountants where he served as Chief Executive Officer from 1987 to 1997.
Robson Rhodes merged with Grant Thornton on July 1, 2007. Mr. Aldous continues as a consultant to Grant Thornton UK LLP. Mr. Aldous is
Chairman of the Nominating and Governance Committee and a member of the Audit Committee.

Key Attributes, Experience and Skills:
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Mr. Aldous has a wealth of experience in the financial services industry, which provides the Board with an executive and leadership perspective
on the management, operations and financial reporting and accounting oversight of a public listed company. He also has a great deal of
experience of listed companies, particularly in the United Kingdom.
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Mr. Joachim Roeser�Director since January 1, 2008 Age: 56
Mr. Roeser has, since November 1, 2006, been Chief Executive Officer of the Amber Chemical Group, a global specialty silicone producer
owned by Caledonia Investments and he became Non-Executive Chairman of Fluidata, a business internet service provider company on
January 1, 2007. He is a German national and has lived and worked in Belgium, France and Germany as well as in the United Kingdom.
Previously, he was President and Chief Executive Officer of Luzenac, a Rio Tinto subsidiary and the world�s leading talc mining producer, for
five years from May 2001 to April 2006. Prior to that, Mr. Roeser was European President of Ferro Corporation from April 1998 to December
2000. He started his career thirty years ago in the emulsifier and starch industry before joining Arco Chemical in 1983, where he held a number
of senior management positions, and ultimately served as Global Business Director, Styrene for two years. Mr. Roeser earned his Bachelor of
Science degree in Chemical Engineering from the University of Wuppertal. Mr. Roeser is Chairman of the Compensation Committee.

Key Attributes, Experience and Skills:

Mr. Roeser has held senior positions within the chemicals industry for 30 years and brings a wealth of knowledge and experience in this area as
well as a global perspective due to his experience working across Europe as well as the U.S.

Mr. Paul W. Jennings, Director since June 23, 2005 resigned as a Director and as President and Chief Executive Officer on March 20, 2009.
Mr. Peter Fearn, Director since January 1, 2008 resigned May 15, 2009 and Mr. James M. C. Puckridge, Director since May 7, 1998 will retire
immediately after the Annual Meeting.

Officers (other than those who are Directors and listed above)

Dr. Philip J. Boon (Appointed June 1, 2009) Age: 50
Dr. Boon serves as Executive Vice President, Business Operations to the Corporation, having joined it in 1997. Prior to his appointment as
Executive Vice President, Business Operations in June 2009, Dr. Boon was the Regional Director Europe, Middle East and Africa (EMEA)
initially for Fuel Specialties and latterly also for Active Chemicals and Octane Additives. Dr. Boon has over 25 years international experience in
the specialty chemicals industry and previously held positions with Ciba-Geigy and FMC in the USA and Europe. He has a PhD in Chemistry
from Leicester University.

Mr. Ian P. Cleminson (Appointed July 3, 2006) Age: 44
Mr. Cleminson serves as Executive Vice President and Chief Financial Officer to the Corporation, having joined it in February 2002. Prior to his
appointment as Chief Financial Officer, Mr. Cleminson was Financial Controller for the Fuel Specialties and Active Chemicals business units
within Innospec. He joined the Corporation from BASF plc where between 1999 and 2002 he served as Financial Controller of their
Superabsorbants division. Previously, he worked as a senior manager with KPMG, the global accountancy firm, having worked as an accountant
in private practice since 1989.

Mr. Andrew Hartley (Appointed November 1, 2004) Age: 53
Mr. Hartley serves as Vice President and General Counsel EMEA and AsPac to the Corporation, having been appointed as Corporate Secretary
on November 1, 2004. Prior to this, Mr. Hartley was Company Secretary and General Counsel of BASF plc, the United Kingdom subsidiary of
the global chemical company, BASF AG. He has held in-house legal positions since 1990, prior to which he worked in private practice.
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Dr. Catherine Hessner (Appointed August 12, 2003) Age: 51
Dr. Hessner serves as Senior Vice President, Human Resources of the Corporation, having joined it in March 2003. Prior to joining the
Corporation, she served as European Human Resources Director for Nova Chemicals, a U.S. commodity chemicals company. From 1995 to
1999, Dr. Hessner served as European HR Director, based in the United Kingdom, for Anheuser-Busch, the U.S. brewing Corporation and, prior
to that, spent nine years with various divisions of Mars Incorporated in a variety of human resources and general business roles.
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Dr. Ian M. McRobbie (Appointed May 7, 2002) Age: 61
Dr. McRobbie serves as Senior Vice President, Research and Technology, having joined the Corporation in January 2002. Between 1989 and
2002 he was Technical Director of A H Marks and Company Limited, a privately owned United Kingdom chemical company operating in
agrochemical and specialty chemical markets. Prior to this, he worked in senior research and manufacturing roles for Seal Sands Chemical Co.
Limited (a wholly owned subsidiary of the Hexcel Corporation based in California) and BTP plc (now part of Clariant).

Mr. Brian R. Watt (Appointed January 1, 2010) Age: 51
Mr. Watt was appointed as Vice President Strategic Planning and Regulatory Affairs on January 1, 2010. Mr. Watt has significant experience in
the chemicals industry. He has held commercial positions in Shell, ICI, Avecia and Astra Zeneca. Mr. Watt joined the Corporation as M&A
Manager in 2001 and latterly he held positions in both the Active Chemicals and Fuel Specialties business units before taking up his recent
appointment.

Mr. David E. Williams (Appointed September 17, 2009) Age: 57
Mr. D. Williams was appointed as Vice President, General Counsel and Chief Compliance Officer in September 2009. Before joining the
Corporation, Mr. D. Williams worked as an attorney with MarkWest Energy Partners, L.P., in Denver where he was responsible for various legal
matters. He also served as the firm�s FERC Compliance Officer. He has over 25 years experience as an attorney, covering a broad range of legal
matters. Mr. D. Williams has a law degree from the University of Louisville and an undergraduate degree in Management from Park University.

Mr. Richard Shone, Officer since May 7, 2002 retired from his position as Vice President, Safety, Health and Environment with effect from
December 31, 2009. His position has been filled by Mr. Brian R. Watt who was appointed Vice President, Strategic Planning & Regulatory
Affairs on January 1, 2010.

Family Relationships

There are no family relationships between any of the persons referred to in the sections �Nominees for Director�, �Continuing Directors� or �Officers�
above.

LEGAL PROCEEDINGS

The Corporation�s Annual Report on Form 10-K for the year ended December 31, 2009, which was filed with the SEC on February 19, 2010, sets
forth details of legal proceedings in which the Corporation is involved. Information relating to such legal proceedings is incorporated herein by
reference.

No Director or Officer and, to our knowledge, no affiliate of the Corporation or any associate of any Director or Officer is involved, or has a
material interest in, any proceedings which would have a material adverse effect on the Corporation.

CORPORATE GOVERNANCE
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Corporate Governance Guidelines

Our Board of Directors believes that the purpose of corporate governance is to ensure that we maximize stockholder value in a manner
consistent with all applicable legal and regulatory requirements as well as the highest standards of business ethics and integrity. The Corporation
has adopted a set of Corporate Governance
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Guidelines available on the Corporation�s website, including specifications for Director qualification and responsibility, which the Board and
senior management believe promote this purpose and represent best practices. The Board of Directors believes that corporate governance is an
evolving process and periodically reviews and updates the Corporate Governance Guidelines.

The guidelines can be accessed electronically in the Investor Relations section of our website, www.innospecinc.com, by writing to Investor
Relations at Innospec Inc., Innospec Manufacturing Park, Oil Sites Road, Ellesmere Port, Cheshire, CH65 4EY, England, or by e-mailing
investor@innospecinc.com.

Information about the Board of Directors

Corporation�s Leadership Structure

At this time, the Board believes that the positions of Chairman of the Board and Chief Executive Officer should remain separate to enable the
Board to effectively provide guidance to, and oversight and accountability of, management. In carrying out his responsibilities, the Chairman
preserves the distinction between management and oversight, maintaining the responsibility of management to develop corporate strategy and
the responsibility of the Board to review and express its views on corporate strategy. To fulfill his role, the Chairman, among other things:
creates and maintains an effective working relationship between the Board and the Corporation�s management; provides the CEO with ongoing
direction as to current Board needs, interests and opinions; and ensures that the Board agenda is appropriately directed to the matters of greatest
importance to the Corporation.

The duties of non-executive Chairman of the Board include:

· presiding over all meetings of the Board;

· preparing the agenda for Board meetings with the Corporate Secretary and in consultation with the CEO and other members of the
Board;

· calling and presiding over meetings of the independent Directors;

· coordinating periodic review of management�s strategic plan for the Corporation;

· after consulting with other Board members and the CEO, making recommendations to the Nominating and Governance Committee as
to the membership of various Board Committees and Committee Chairs;

· managing the Board�s process for Director self-assessment and evaluation of the Board;

· presiding over all meetings of stockholders;
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· encouraging active participation by each member of the Board; and

· performing such other duties and services as the Board may require.

The Board�s Role in Risk Management

Risk management is an integral part of Board and Committee deliberations throughout the year. As a part of its oversight function, the Board
monitors how management operates the Corporation. When making any decisions and approving strategies the Board considers, among other
things, the risks and vulnerabilities the Corporation faces, including operational and regulatory risks facing the Corporation, their relative
magnitude and management�s plan for mitigating these risks. The Audit Committee considers risk issues associated with the Corporation�s overall
financial reporting, disclosure process and legal compliance. In addition to its regularly scheduled meetings, the Audit Committee meets with the
Chief Financial Officer, the Head of Business Assurance and the independent registered public accounting firm in executive sessions at least
quarterly. The Nominating and Governance Committee discuss legal compliance risks and issues at its regularly scheduled meetings and meets
with the General Counsel and Chief Compliance Officer or the Vice President and General Counsel EMEA and AsPac during such meetings.
The Audit Committee and the Board annually review an
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assessment of the primary operational and regulatory risks facing the Corporation, their relative magnitude and management�s plan for mitigating
these risks. In addition, the Board discusses risks related to the Corporation�s business strategy at periodic strategic planning meetings and at
other meetings as appropriate.

Attendance

The Board of Directors met seven times and the Committees of the Board (excluding the Special Committee) met a total of eighteen times,
during the Corporation�s fiscal year ended December 31, 2009. Directors are expected to attend all Board Meetings and meetings of Committees
on which they serve. All of the Directors attended the 2009 Annual Meeting. Each of the Directors attended all of the meetings of the Board and
meetings of Committees of the Board on which he served in person or by teleconference. In addition to the regular meetings of the Board of
Directors and Committees of the Board, a new Committee, known as the Special Committee, was formed on February 19, 2008 to oversee and to
manage the investigations regarding the Corporation�s involvement in the United Nations Oil for Food Program and U.S. Foreign Corrupt
Practices Act matters, details of which are set out in the Corporation�s Annual Report on Form 10-K for the year ended December 31, 2009. The
Special Committee of the Board met a total of 37 times in the year ended December 31, 2009.

Independent Board of Directors

The Board of Directors, after considering broadly all relevant facts and circumstances of which it is aware, including those matters set forth
under �Certain Other Transactions and Relationships� and under �Management�Family Relationships�, has determined that a majority of its members
are independent within the meaning of the NASDAQ Stock Market listing rules applicable on the date hereof.

The Corporation adopted the following standards for Director independence in compliance with the requirement of Board determinations
pursuant to NASDAQ�s corporate governance listing standards.

1.    No Director qualifies as �independent� unless the Board affirmatively determines that the Director has no material relationship with the
Corporation or its wholly-owned subsidiaries (either directly or as a partner, stockholder or officer of an organization that has a relationship with
the Corporation). These determinations must be disclosed.

2.    The Board has established the following criteria for determining Director independence:

a.    A Director who is an employee, or whose immediate family member is an Executive Officer of the Corporation, is not �independent� until
three years after the end of such employment relationship;

b.    A Director who receives, or whose immediate family member receives, more than $60,000 per year in direct compensation from the
Corporation, other than Director and Committee fees and pension or other forms of deferred compensation for prior service (provided such
compensation is not contingent in any way on continued service), is not �independent� until three years after he or she ceases to receive more than
$60,000 per year in such compensation;
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c.    A Director who is affiliated with or employed by, or whose immediate family member is affiliated with or employed in a professional
capacity by, a present or former internal or external registered public accounting firm of the Corporation is not �independent� until three years
after the end of the affiliation or the employment or auditing relationship;

d.     A Director who is employed, or whose immediate family member is employed, as an executive officer of another company where any of
the Corporation�s present Executive Officers serve on that company�s compensation Committee is not �independent� until three years after the end
of such service or the employment relationship; and
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e.     A Director who is an Executive Officer or an employee, or whose immediate family member is an Executive Officer, of a company that
makes payments to, or receives payments from, the Corporation for property or services in an amount which, in any single fiscal year, exceeds
the greater of $200,000, or 5% of such other company�s consolidated gross revenues, is not �independent� until three years after falling below such
threshold.

The Board determined that each member of the Board, except for Mr. P. Williams, meets the aforementioned independence standards. Mr. P.
Williams does not meet the aforementioned independence standards, because, as President and Chief Executive Officer of the Corporation, he is
also an employee of the Corporation.

The Corporation is listed on the NASDAQ Stock Market (�NASDAQ�). Rule 5605 of NASDAQ�s Marketplace Rules sets forth the applicable
criteria for determining Director independence. By virtue of Rule 5605 (a)(2), all Directors of the Corporation, except for Mr. P. Williams, may
be defined as independent.

Executive Sessions of Independent Directors

Executive sessions of independent Directors are led by the Chairman. An executive session is held in conjunction with each regularly scheduled
Board meeting and other sessions may be called by the Chairman at his own discretion or at the request of the Board. Dr. Robert E. Bew has
been designated as the Chairman. There were four executive sessions during the fiscal year 2009.

Contacting the Board of Directors

Any stockholder and other interested persons who may desire to contact the Chairman or any of the Directors of the Corporation may do so via
the following e-mail address: contact.board@innospecinc.com, or by writing to them at Innospec Inc., Innospec Manufacturing Park, Oil Sites
Road, Ellesmere Port, Cheshire, CH65 4EY, England. Communications received electronically or in writing will be forwarded to the addressee
of the communication.

Committees of the Board of Directors

The Corporation has Audit, Compensation and Nominating and Governance Committees, the members of which are as shown below.

Audit Committee

The Audit Committee operates pursuant to a written Audit Committee Charter, and is responsible for monitoring and overseeing the
Corporation�s internal controls and financial reporting process, the independent audit of the Corporation�s consolidated financial statements by the
Corporation�s independent registered public accounting firm, PricewaterhouseCoopers LLP, and the other responsibilities set forth in its Charter.
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A current copy of the Audit Committee Charter is available on our website under the heading Corporate Governance at:
www.innospecinc.com/investor-relations.html. On February 20, 2002, Mr. Hale was appointed Chairman of the Committee. On March 31, 2004,
Dr. Bew was appointed to the Committee. Mr. Aldous was appointed to the Committee on February 15, 2005. Dr. Bew resigned from the
Committee with effect from December 31, 2005 and was re-appointed on July 28, 2008. Each of the members of the Committee meets the
criteria for Director independence for service on the Audit Committee as set for>

Directors and executive officers as a group (14 persons) (10)

345,064 

8.05%

5% Security Holders

Wellington Management Company, LLP (11)
280 Congress Street
Boston, MA 02210

375,040 

8.75%

Sandler O'Neill Asset Management, LLC (12)
780 Third Avenue, 5th Floor
New York, NY 10017

354,100 

8.27%

Castine Capital Management, LLC (13)
One International Place, Suite 2401
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Boston, MA 02110

231,865 

5.41%
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(1) Includes 4,261 shares that Mr. Biddle may acquire by exercise of options exercisable on March 7, 2013 or within
60 days thereafter. 

(2) Includes 3,459 shares owned by Mr. Brothman's wife, 1,973 shares held by Merrill Lynch as custodian for Phillip
Brothman IRA account, and 10,650 shares that Mr. Brothman may acquire by exercise of options exercisable on
March 7, 2013 or within 60 days thereafter. 

(3) Includes 15,865 shares that Mr. Kajtoch may acquire by exercise of options exercisable on March 7, 2013 or
within 60 days thereafter and 1,538 shares of restricted stock that are subject to forfeiture and transfer restrictions
until the vesting date thereof.

(4) Includes 1,437 shares owned by Mr. Kirst’s wife, and 2,000 shares that Mr. Kirst may acquire by exercise of
options exercisable on March 7, 2013 or within 60 days thereafter.

(5) Includes 23,038 shares that Mr. Miller may acquire by exercise of options exercisable on March 7, 2013 or within
60 days thereafter and 1,948 shares of restricted stock that are subject to forfeiture and transfer restrictions until
the vesting date thereof.

(6) Includes 1,249 shares owned jointly by Mr. Nasca and his wife, 477 shares owned by Mr. Nasca’s children, 30,213
shares that Mr. Nasca may acquire by exercise of options exercisable on March 7, 2013 or within 60 days
thereafter and 3,008 shares of restricted stock that are subject to forfeiture and transfer restrictions until the
vesting date thereof.

(7) Includes 3,921 shares that Mr. O’Brien may acquire by exercise of options exercisable on March 7, 2013 or within
60 days thereafter. 

(8) Includes 4,261 shares that Ms. Ware may acquire by exercise of options exercisable on March 7, 2013 or within
60 days thereafter. 

(9) Includes 900 shares held by Mr. Waring’s wife, and 6,390 shares that Mr. Waring may acquire by exercise of
options exercisable on March 7, 2013 or within 60 days thereafter.

(10)Includes 12,043 shares that such persons may acquire by exercise of options exercisable on March 7, 2013 or
within 60 days thereafter.

(11)Based on the most recently available Schedule 13G/A filed with the SEC on February 14, 2013.

(12)Based on the most recently available Form 13F filed with the SEC on February 14, 2013.

(13)Based on the most recently available Schedule 13G/A filed with the SEC on February 14, 2013.

Equity Compensation Plans.  All equity compensation plans maintained by the company were approved by the
Company’s shareholders.  Shown below is certain information as of December 31, 2012 concerning the shares of the
Company’s common stock that may be issued under existing equity compensation plans.
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Equity Compensation Plan Information

Number of securities to
be issued upon exercise
of outstanding options

Weighted-average
exercise price of
outstanding options

Number of securities remaining
available for future issuance
under equity compensation
plans

Equity Compensation Plans
Approved by Security
Holders (#) ($) (#) (1)
Evans Bancorp, Inc. 2009
Long-Term Equity Incentive
Plan

176,890 $
14.06 288,038 

Evans Bancorp, Inc. 1999
Employee Stock Option and
Long-Term Incentive Plan

96,278 $
19.03 -

Evans Bancorp, Inc.
Employee Stock Purchase
Plan

- - 81,405 

Total 273,168 369,443 

(1) This column excludes shares reflected under the column “Number of Securities to be issued upon exercise of
outstanding options.”

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

Section 16(a) of the Securities Exchange Act of 1934 (the “Exchange Act”) requires the Company's officers and
directors, and persons who beneficially own more than 10% of the Company's common stock, to file initial reports of
ownership and reports of changes in ownership with the SEC.  Officers, directors and greater than 10% beneficial
owners are required by SEC regulations to furnish the Company with copies of all Section 16(a) forms they file. 

Based solely on a review of the copies of such forms furnished to the Company and written representations from the
Company's officers and directors, the Company believes that during fiscal 2012, all Section 16(a) filing requirements
applicable to its officers, directors and greater than ten percent beneficial owners were complied with by such persons.

PROPROSAL I – ELECTION OF DIRECTORS
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The Company's bylaws provide for a classified board of directors, with three classes of directors, each nearly  as equal
in number as possible.  Each class serves for a three-year term, and one class is elected each year.  The Board of
Directors is authorized by the Company's bylaws to fix from time to time, the number of directors that constitute the
whole Board of Directors.  The Board size is set at thirteen members.  The nominees for director at the 2013 Annual
Meeting are:  Phillip Brothman, David J. Nasca, Thomas H. Waring, Jr., and Lee C. Wortham, for terms to expire at
the 2016 Annual Meeting and until their successors are duly elected and qualified.

The Board of Directors has no reason to believe that any nominee would be unable or unwilling to serve, if elected.  In
the event that any nominee for director becomes unavailable and a vacancy exists, it is intended that the Nominating
Committee of the Board of Directors will recommend a substitute nominee for approval by the Board of Directors.

It is intended that proxies solicited by the Board of Directors will, unless otherwise directed, be voted “FOR” the
director nominees: Phillip Brothman, David J. Nasca, Thomas H. Waring, Jr., and Lee C. Wortham.

THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” EACH OF THE NOMINEES OF
THE BOARD OF DIRECTORS.

INFORMATION REGARDING DIRECTORS, DIRECTOR NOMINEES

AND EXECUTIVE OFFICERS
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The following tables set forth the names, ages, and positions of the director nominees, the directors continuing in
office, and the executive officers of the Company:

Nominees for Director:    

*

Name Age Position Term to Expire Independent*

Phillip Brothman 75 Director     2016 Yes
David J. Nasca† 55 Director

President and Chief Executive Officer of the Company

President and Chief Executive Officer of Evans Bank,
N.A.

2016 No

Thomas H. Waring, Jr. 55 Director 2016 Yes

Lee C. Wortham 55 Director

Vice Chairman of the Board

2016 Yes

† Executive Officer

* Independence has been determined by the Company’s Board of Directors as defined in the listing rules of NYSE
MKT.

Directors Continuing in Office and Executive Officers:       

*

Term

Expires
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Name Age Position Independent*

James E. Biddle, Jr. 51 Director 2014 Yes

Marsha S.
Henderson

65 Director 2014 Yes

Kenneth C. Kirst 60 Director 2014 No

Robert G. Miller, Jr.†56 Director

Secretary of the Company

President of The Evans Agency, LLC

Executive Vice President of Evans Bank, N.A.

2015 No

John R. O’Brien 63 Director

Chairman of the Board 2015 Yes

Michael J. Rogers 55 Director 2015 Yes

Nancy W. Ware 56 Director 2014 Yes

Gary A. Kajtoch† 46 Treasurer of the Company

Executive Vice President and Chief Financial Officer of Evans
Bank, N.A.

--- ---

† Executive Officer

*  Independence has been determined by the Company’s Board of Directors as defined in the listing rules of NYSE
MKT
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Directors, Director Nominees and Executive Officer Information. 

Set forth below are  the biographies of (1) each of the nominees and continuing directors containing information
regarding the person’s service as a director, business experience, director positions held currently or at any time during
the last five years, and the experiences, qualifications, attributes or skills that caused the Board to determine that the
person should serve as a director for the Company beginning in 2013, and (2) the executive officers of the Company.

Nominees for Director

Mr. Brothman has been a director of the Company since 1976.  He was a partner in the law firm of Hurst Brothman &
Yusick from January 1969 until February 2004 when Hurst Brothman & Yusick merged with Harris Beach
PLLC.  Mr. Brothman was a member of the law firm of Harris Beach PLLC from February 2004 until January 2010
when he became Senior Counsel to the Firm.  He served as Chairman of the Board of Directors of the Company and
Chairman of the Board of Directors the Bank from January 2001 through April 2012.  Mr. Brothman’s board
experience, from his eleven years as Chairman of the Company’s Board and his three decades of experience as a
member of the Company’s Board of Directors, provides him with key skills in working with directors and
understanding board processes and functions.  These same skills make him well suited to serve on our Human
Resource and Compensation Committee and Nominating Committee.  Further, we believe Mr. Brothman’s
professional interaction with multiple sectors of industry, including local municipalities and school districts, small and
mid-sized businesses, and high net-worth individuals, provides our Board with insights into the local business climate.

Mr. Nasca has been a director of the Company since 2006.  Mr. Nasca also serves as the President and Chief
Executive Officer of the Company and as President and Chief Executive Officer of the Bank.  He has held the position
of President of the Company and the Bank since 2006, and Chief Executive Officer of the Company and the Bank
since 2007.  Mr. Nasca served as Chief Operating Officer of LifeStage, LLC, a health care services startup company,
from October 2005 to August 2006.  From June 2004 to July 2005, Mr. Nasca served as Executive Vice President of
Strategic Initiatives of First Niagara Financial Group.  Mr. Nasca held the position of Executive Vice President,
Consumer Banking Group, Central New York Regional Executive of First Niagara Financial Group from June 2002
through June 2004.  Mr. Nasca serves as President and CEO of the Company and the Bank pursuant to an employment
agreement with the Company and the Bank.  As President and CEO, Mr. Nasca provides our Board with information
gained from hands-on management of our operations, identifying our near-term and long-term challenges and
opportunities.  The Board has determined that Mr. Nasca’s significant experience in the banking industry over the past
30 years, including operational, financial, and executive roles, as well as his unique perspective as leader of our
management team, qualifies him for service as a member of our Board of Directors.

Mr. Waring has been a director of the Company since 1998.  He has owned and managed Waring Financial Group, a
financial planning, insurance and financial services and sales firm, since 1996.  He has also been the managing
member of Family & Business Directions, LLC, a fee-based consulting business serving family-held and closely-held
business owners, their families, and key executives, since 2010.  Mr. Waring’s financial services experience provides
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the Board with a deeper understanding of the products and services which the Company needs to provide in the
marketplace to remain competitive, as well as the delivery of those products and services.  Mr. Waring frequently
advises high net worth individuals, family business owners and closely-held business owners.  He is experienced in
providing strategic planning and development advice, including designing and implementing executive and key
employee benefits. We believe that Mr. Waring’s qualifications to serve on our Board of Directors and Human
Resource and Compensation Committee include his extensive sales and marketing experience with a financial services
company, as well as his executive leadership and management experience.

Mr. Wortham has been a director of the Company since 2011 and has served as Vice Chairman since April 2012.  He
has been a Partner in Barrantys LLC, a consultant and service provider to wealthy families and family offices, since
2007.   Prior to his role with Barrantys, Mr. Wortham was an Executive
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Vice President of the Wealth Management Group of First Niagara Financial Group from 2005 to 2007.  From 1999 to
2005, Mr. Wortham was the Executive Vice President of Global Private Client Services, Product Development, and
Central Operations for The Bank of New York.  Mr. Wortham held several positions at Chase Manhattan Bank and
Chemical Bank (currently JP Morgan Chase & Co.) from 1985 to 1999, including Managing Director of the Global
Private Bank, Entrepreneurs and Business Owners Segment.  He started his career at M&T Bank in retail banking
from 1980 to 1985.  Mr. Wortham’s extensive experience in the financial services industry makes him a valuable
member of our Board, and its Audit, Human Resource and Compensation, Governance, and Nominating
Committees.  His expertise has been valuable in helping the Board evaluate the Company’s strategies to diversify its
product offerings and revenue stream as a growing and competitive financial institution.

Directors Continuing in Office and Executive Officers

Mr. Biddle has been a director of the Company since 2001.  He serves as the Chairman and Treasurer of Mader
Construction Co., Inc., and has held that position since 2001.  In addition, Mr. Biddle serves as the Vice President and
Treasurer of Arric Corp., an environmental remediation company.  Mr. Biddle has extensive experience in the
construction sector, an attribute that enables him to assist the Board in understanding the opportunities and risks of a
large component of our loan portfolio.  In addition, his experience as a treasurer provides the Board with skills in
assessing risk and exercising diligence, which are functions relevant to his service on the Audit Committee, as well as
the Governance and Nominating Committees.  We believe that Mr. Biddle’s work in the construction industry, his
continuing executive experience, and his proven financial acumen make him a very valuable member of our Board
and its Audit, Governance and Nominating Committees.

Ms. Henderson has been a director of the Company since 2011.  She is the Consultant to the President at the
University at Buffalo, a university in the State University of New York system, and has held that position since 2011. 
From 2005 to 2011, Ms. Henderson served as the Vice President for External Affairs at the University at Buffalo.  
 Ms. Henderson was the President of the Western New York District of KeyBank, N.A. from 1998 to 2005.  From
1990 to 1998, Ms. Henderson held the position of Senior Vice President and Market Manager, Private Clients Group,
of Fleet Boston.  Ms. Henderson worked at M&T Bank from 1971 to 1990, with much of her time spent in
commercial lending and operations, including as Vice President of the WNY Commercial Group from 1985 to 1990. 
Ms. Henderson’s experience working in a leadership position in the Western New York banking industry and her
highly visible role in one of Western New York’s leading institutions in the University at Buffalo provide the Board
with valuable banking and strategic expertise and community leadership, and qualify her for service as a member of
the Board’s Human Resource and Compensation Committee.

Mr. Kirst has been a director of the Company since 2005.  He is the Executive Vice President of Kirst Construction,
Inc., a construction company, and has held that position since 2004.  From 1976 until 2004, he was the Vice President
of Kirst Construction, Inc.  Mr. Kirst’s significant experience as an executive in a construction company provides the
Board with in-depth knowledge of the real estate marketplace.  We believe that his high-level executive experience
qualifies him for service as a member of our Board of Directors and its Governance Committee.
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Mr. Miller has been a director of the Company since 2001 and has served as the Secretary of the Company since April
2010.  He has served as the President of The Evans Agency, LLC (“TEA”), an indirect wholly-owned subsidiary of the
Company, since 2000 and as Executive Vice President of Evans Bank, N.A. (the “Bank”), since December 2009.  He
also has served as the President of Evans National Financial Services, LLC, a wholly-owned subsidiary of the Bank,
since May 2002.  Mr. Miller serves as President of TEA pursuant to an employment agreement with the Company and
TEA.  Mr. Miller’s substantial experience in the financial services industry gives him a solid foundation from which to
advise the Board with respect to financial service acquisition opportunities, and his experience overseeing a financial
sales force provides him with a practical background on matters such as developing strategies to succeed in a highly
competitive marketplace.
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Mr. O’Brien has been a director of the Company since 2003 and has served as Chairman of the Board since April
2012.  He previously served as Vice Chairman of the Board from 2008-2012.  Prior to his retirement in June 2004,
Mr. O’Brien served as the Executive Director of Financial Administration for the Roman Catholic Diocese of Buffalo,
New York.  Prior to his role with the Diocese of Buffalo, Mr. O’Brien was an audit partner at KPMG LLP, a national
accounting and consulting firm.  We believe his extensive high-level executive experience monitoring regulatory
financial compliance and interacting with inside and outside public accountants and auditors routinely exposed him to
financial analysis and oversight, preparing him for service a member of the Audit Committee.  These same skills and
executive experience of over 40 years make him well suited as a member of our Governance and Nominating and
Human Resource and Compensation Committees.

Mr. Rogers has been a director of the Company since 2011.  He is a certified public accountant in New York State and
the managing member of a real estate development company, Oakgrove Development, LLC, a position he has held
since 2009.  Mr. Rogers was the Executive Vice President and Chief Financial Officer of Great Lakes Bancorp, Inc.,
the parent company of Greater Buffalo Savings Bank, from 2006 to 2008.  From 2004 to 2006, Mr. Rogers worked as
an independent consultant, principally on Sarbanes-Oxley initiatives and business rationalization reviews.  Mr. Rogers
worked at KPMG LLP, a leading accounting firm, from 1984 to 2004, serving as an audit partner from 1995 to
2004.  In his role as an auditor at KPMG LLP, Mr. Rogers worked on several engagements for financial institutions,
particularly banks.  His many years of experience have provided Mr. Rogers with a very strong knowledge base on the
banking industry.  His previous roles as an audit partner, SEC reviewing partner, and CFO also demonstrate his high
level of competence in the areas of finance and accounting in general, and SEC reporting in particular, qualify him to
be our Audit Committee Chairman and provide the Board an additional expert on these matters in an increasingly
complex regulatory environment.

Ms. Ware has been a director of the Company since 2003.  She has served as the President of EduKids, Inc. Early
Childhood Centers since 1989.  Ms. Ware is a well-known and respected leader in the Western New York business
community.  Her success as an entrepreneur in starting and growing her business is evidence of the business acumen
she brings to our Board.  As the CEO of her own business, she recognizes the skills and talents required for serving as
a board member and regularly encounters the same issues and challenges that our Nominating and Governance
Committees face on a regular basis.

Mr. Kajtoch has served as Treasurer of the Company and Chief Financial Officer of the Bank since 2007.  He has also
served as Executive Vice President of the Bank since 2009.  Mr. Kajtoch served as Senior Vice President of the Bank
from 2007 to 2009.  Prior to joining the Company, Mr. Kajtoch served as a Vice President in the Finance Division of
M&T Bank.  His responsibilities at M&T Bank included serving as manager of Management Accounting from 2005
to 2007.  Mr. Kajtoch serves as Treasurer of the Company and Chief Financial Officer and Executive Vice President
of the Bank pursuant to an employment agreement with the Company and the Bank.

Independence of Directors
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A majority of the Board of Directors, and each member of the Audit, Human Resource and Compensation, and
Nominating Committees, are independent, as affirmatively determined by the Board, consistent with the criteria
established by NYSE MKT and as required by our bylaws.

The Board has conducted an annual review of director independence for all current nominees for election as directors
and all continuing directors.  During this review, the Board considered transactions and relationships during the prior
year between each director or any member of his or her immediate family and the Company and its subsidiaries,
affiliates and principal shareholders, including those reported below under “Transactions with Related Persons.”  The
Board also examined transactions and relationships between directors or their affiliates and members of senior
management or their affiliates.  The purpose of this review was to determine whether any such relationships or
transactions were inconsistent with a determination that the director is independent.

11
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As a result of this review, the Board affirmatively determined that of the nominees, Phillip Brothman, Thomas H.
Waring, Jr. and Lee C. Wortham meet the Company’s standard of independence, as do the following continuing
directors:  James E. Biddle, Jr.,  Marsha S. Henderson, John R. O’Brien, Michael J. Rogers, and Nancy W. Ware.
 David J. Nasca and Robert G. Miller, Jr. were determined not to be independent because they are currently executive
officers of the Company.  Kenneth C. Kirst was determined not to be independent during 2012 because transactions
between the Bank and a company owned by Mr. Kirst’s son-in-law exceeded $120,000 during 2012.

Leadership Structure.    John R. O’Brien has served as Chairman of the Company’s Board of Directors since April
2012.  In his capacity as Chairman, Mr. O’Brien chairs meetings of the Board and executive sessions of the Board,
coordinates the activities of the other independent directors, and performs such other duties and responsibilities as the
Board of Directors may determine.  These duties also include chairing meetings of the Company’s shareholders,
overseeing the preparation of agendas for meetings of the Board, keeping directors informed through the timely
distribution of information and reports, maintaining contact with the Company’s CEO and outside counsel between
meetings to stay current on developments and to determine when it may be appropriate to alert the Board to significant
pending developments, serving as a liaison between independent directors and the CEO with respect to sensitive
issues, and other matters.

We separated the positions of Chairman and CEO in 2001.  While the separation of these positions is not required by
our bylaws, we believe that it is the most appropriate leadership structure for us at this time.  We believe that it is
advantageous to separate the two positions in order to provide for independent director control over Board agenda and
information flow, encourage open and lively communication between the independent directors and management, and
to help balance the leadership of the Board.

Oversight of Risk Management.  The Board’s role in the Company’s risk oversight process includes receiving regular
reports from members of senior management on areas of material risk to the Company, including operational,
financial, credit, liquidity, legal and regulatory, and strategic and reputational risks.  The full Board (or the appropriate
committee in the case of risks that are under the purview of a particular committee) receives these reports from the
appropriate “risk owner” within the organization to enable it to understand our risk identification, risk management and
risk mitigation strategies.  When a committee receives the report, the chairman of the relevant committee reports on
the discussion to the full Board during the committee reports portion of the next Board meeting.  This enables the
Board and its committees to coordinate the risk oversight role, particularly with respect to risk interrelationships.  The
Board’s role in the Company’s risk oversight process has not directly impacted its leadership structure.

Compensation Risk.  The Human Resource and Compensation Committee considers risk and its influence on the
Company's compensation programs. This Committee reviews each compensation element individually and in the
aggregate to ensure that the overall compensation program provides a balanced perspective that ultimately aligns pay
with performance while also ensuring bonus / incentive programs do not motivate inappropriate risk-taking.  Equity
award levels and practices are set to foster shared interests between management and shareholders, but are not
considered by the Committee to be at levels that would drive inappropriate behavior. In the Committee's judgment, the
compensation policies and practices of the Company do not give rise to material risks.
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In addition, we are subject to guidance issued by the FDIC, the FRB and the OCC designed to ensure that incentive
compensation arrangements at banking organizations appropriately tie rewards to longer-term performance and do not
undermine the safety and soundness of the firm or create undue risks to the financial system.  This guidance embodies
three core principles, which are: (1) incentive compensation arrangements at a banking organization should provide
employees incentives that appropriately balance risk and financial results in a manner that does not encourage
employees to expose their organizations to imprudent risks; (2) these arrangements should be compatible with
effective controls and risk management, and (3) these arrangements should be supported by strong corporate
governance, including active and effective oversight by the organization’s board of directors.  We believe that our
incentive compensation programs are in compliance with this guidance.
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Policy for Director Attendance at Annual Meeting.  It is the policy of the Company that all directors be present at the
Annual Meeting, barring unforeseen or extenuating circumstances.  All directors were present at the Company’s 2012
Annual Meeting.

Shareholder Communications with the Board of Directors.    Shareholders and other parties interested in
communicating directly with the Company’s Board of Directors may do so by writing to the Evans Bancorp, Inc.
Board of Directors, One Grimsby Drive, Hamburg, NY 14075.  All correspondence received under this process is
compiled and summarized by the Executive Assistant to the President and Chief Executive Officer of the Company
and presented to the Board of Directors, in accordance with our Policy for Communication to the Board of
Directors.  Concerns relating to accounting, internal controls or auditing matters are handled in accordance with
procedures established by the Audit Committee, as set forth in our Employee Complaint Procedure for Accounting
and Auditing Matters.  Each of these policies is available in the Governance Documents section of the Company’s
website (www.evansbancorp.com).

Code of Ethics for Chief Executive Officer and Principal Financial Officers.    The Company has a "Chief Executive
Officer/Treasurer/Controller Code of Ethics," which is applicable to the Company’s principal executive officer,
principal financial officer, and principal accounting officer.  The "Chief Executive Officer/Treasurer/Controller Code
of Ethics" is available in the Governance Documents section of the Company’s website (www.evansbancorp.com).
 The Company intends to post amendments to or waivers from its code of ethics at this location on its website.

BOARD OF DIRECTOR COMMITTEES

The Company’s Board of Directors has four standing committees: the Audit Committee, the Governance Committee,
the Human Resource and Compensation Committee and the Nominating Committee.  The members of each
committee have been nominated by the Chairman of the Board of Directors and approved by the full Board.  The
names of the members of each committee, together with a brief description of each committee’s function, are set forth
below.

Audit Committee:  

Michael J. Rogers, Chairman James E. Biddle, Jr. John R. O’Brien
Lee C. Wortham
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The Audit Committee met five times during fiscal 2012.  The Audit Committee is responsible for reviewing the
financial information of the Company that will be provided to shareholders and others, overseeing the systems of
internal controls which management and the Board of Directors have established, selecting and monitoring the
performance of the Company’s independent auditors, and overseeing the Company’s audit and financial reporting
processes.  The Board of Directors has determined that John R. O’Brien,  James E. Biddle, Jr.,  Michael J. Rogers, and
Lee C. Wortham each qualify as an “audit committee financial expert” as defined in Item 407(d) of Regulation S-K, and
that each member of the Audit Committee is an "independent director" in accordance with applicable NYSE MKT
listing requirements and Rule 10A-3(b)(1) under the Exchange Act.  The Board of Directors has adopted an Audit
Committee Charter, which is  available in the Governance Documents section of the Company's website at
www.evansbancorp.com.

            Human Resource and Compensation Committee: 

Lee C. Wortham

Thomas H. Waring, Jr., Chairman Phillip Brothman Marsha S.
Henderson

John R. O’Brien Lee C. Wortham

13

Edgar Filing: INNOSPEC INC. - Form DEF 14A

Table of Contents 47



The Human Resource and Compensation Committee met six times during fiscal 2012.  The Human Resource and
Compensation Committee is responsible for administering the Company’s equity incentive plans and awarding new
grants thereunder, for administering the Evans Excels Performance Incentive Plan, the Employee Stock Purchase Plan
and the Executive Severance Plan, for making such determinations and recommendations as the Human Resource and
Compensation Committee deems necessary or appropriate regarding the remuneration and benefits of employees of
the Company and its subsidiaries and, in addition, for reviewing with management the Compensation Discussion and
Analysis and providing a report recommending to the Board of Directors whether the Compensation Discussion and
Analysis should be included in the Proxy Statement.

The Human Resource and Compensation Committee has the authority to act on behalf of the Board of Directors in
setting compensation policy, administering Board or shareholder approved compensation plans, approving benefit
programs and making decisions for the Board with respect to compensation of senior management.  The Human
Resource and Compensation Committee may delegate any of its responsibilities to a subcommittee comprised of one
or more members of the Human Resource and Compensation Committee, the Board or members of management.  As
discussed in more detail below under “Compensation Discussion and Analysis,” the Company’s executive officers may
attend Human Resource and Compensation Committee meetings to present data and analysis and to make
recommendations regarding executive (excluding the President and CEO) and employee compensation, benefit plans
and promotions.  The Human Resource and Compensation Committee, on an annual basis, reviews and approves
corporate goals and objectives relevant to CEO and other officer compensation, evaluates the performance of the CEO
and the other executive officers in light of those goals and objectives, and determines and recommends compensation
levels for the CEO and the other executive officers to the Board of Directors based on this evaluation.

The Human Resource and Compensation Committee also has the authority to review and recommend to the full Board
for approval director compensation, including board fees, committee fees and additional compensation, including
awards of restricted stock and stock options.

In carrying out its duties, the Human Resource and Compensation Committee has the authority to retain, at the
Company’s expense, to oversee the work of, and to terminate, a compensation consultant.  The Human Resource and
Compensation Committee also has the authority to retain independent counsel and other advisors at the Company’s
expense.  The Human Resource and Compensation Committee did not engage any such advisers during 2012. Rather,
during 2012 the Committee focused on the implementation of recommendations made in the prior year by Arthur
Warren, Esq., an executive compensation consultant specializing in community bank compensation plans,  including
enhancements to the Company’s short term incentive program and the implementation of a clawback policy for
performance-based executive officer compensation programs, described in greater detail under “Executive
Compensation – Compensation Discussion and Analysis – Compensation Recovery Policy” and “Executive Compensation –
Compensation Discussion and Analysis – Executive Total Compensation”, respectively, below. 

The Board of Directors has determined that each of the members of the Human Resource and Compensation
Committee is an “independent director,” in accordance with applicable NYSE MKT listing requirements.  The Board of
Directors has adopted a Human Resource and Compensation Committee Charter, which is available in the
Governance Documents section of the Company’s website at www.evansbancorp.com.
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Governance Committee:

Lee C. Wortham

Nancy W. Ware, Chairwoman James E. Biddle, Jr. Kenneth C. Kirst
John R. O’Brien Lee C. Wortham

The Governance Committee met four times during fiscal 2012.  Its purpose is to assist the Board in developing and
implementing corporate governance guidelines for the Company, and to provide oversight of the corporate governance
affairs of the Company, including strategic planning.  The Board of Directors has adopted a Governance Committee
Charter, which is available in the Governance Documents section of the Company’s website at
www.evansbancorp.com.

Nominating Committee:

Lee C. Wortham

James E. Biddle, Jr., Chairman Phillip Brothman John R. O’Brien
Nancy W. Ware Lee C. Wortham

The Nominating Committee met once during fiscal 2012.  It is charged with the responsibility of identifying and
recommending to the Board candidates for director nominees to be presented to the shareholders for their
consideration at the annual meetings of shareholders, and to fill vacancies on the Board of Directors.  The director
nominees for the Annual Meeting were selected by a majority of the independent directors of the full Board.  The
Board of Directors has determined that each of the members of the Nominating Committee is an "independent
director," in accordance with applicable NYSE MKT listing requirements. The Board of Directors has adopted a
Nominating Committee Charter, which is available in the Governance Documents section of the Company's website at
www.evansbancorp.com.  

The Company's bylaws set out the procedure to be followed by shareholders desiring to nominate directors for
consideration at an annual meeting of shareholders.  Under the Company's bylaws, shareholder director nominations
must be submitted to the Secretary of the Company in writing not less than 14 days nor more than 50 days
immediately preceding the date of the annual meeting.  If less than 21 days notice of the annual meeting is given to
shareholders, nominations must be mailed or delivered to the Secretary of the Company not later than the close of
business on the seventh day following the day on which the notice of meeting was mailed.  Such notification must
contain the following information to the extent known by the notifying shareholder: (a) name and address of each
proposed nominee; (b) the principal occupation of each proposed nominee; (c) the total number of shares of common
stock of the Company that will be voted for each proposed nominee; (d) the name and residence address of the
notifying shareholder; and (e) the number of shares of common stock of the Company owned by the notifying
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shareholder.  Additionally, the Company's bylaws require that, in order to serve as a director of the Company, an
individual must own at least $50,000 aggregate market value of the Company's common stock, based on the trailing
365-day average price, and must be less than 70 years of age.  Upon his or her first election or appointment to the
Board of Directors, a new director must hold, or must obtain within 60 calendar days after such election or
appointment, not less than $10,000 aggregate market value of the Company's common stock, based on the trailing
365-day average price.  A new director has a period of 5 years from the beginning of such director’s term of office to
obtain the required $50,000 aggregate market value of the Company’s common stock.  The value of a new director’s
qualifying shares at the beginning of his or her term in office will be determined as of the date purchased or the date
on which the individual becomes a director, whichever value is greater.  (Current members of the Board of Directors
have until August 18, 2014 to obtain the required $50,000 in aggregate market value of the Company’s common
stock.)    Nominations not made in accordance with the bylaws of the Company may be disregarded by the presiding
officer of the meeting, in his or her discretion, and upon his or her instruction, the inspectors of election may disregard
all votes cast for each such nominee.  However, in the event that any such nominee is nominated by more than one
shareholder, the nomination shall be honored, and all votes cast in favor of such nominee shall be counted if at least
one nomination for that person complies with the provisions of the bylaws of the Company.
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The process whereby the Nominating Committee identifies director candidates may include identification of
individuals well-known in the community in which the Company operates and individuals recommended to the
Nominating Committee by current directors or officers who know those individuals through business or other
professional relationships, as well as recommendations of individuals to the Nominating Committee by shareholders
and customers.  In its evaluation of prospective director candidates, the Nominating Committee considers an
individual's independence (as defined in the listing rules of NYSE MKT), as well as his or her skills and experience
relative to the needs of the Company.  Director candidates meet personally with the members of the Nominating
Committee and are interviewed to determine their satisfaction of the criteria referred to above.  Although the
Company has no policy regarding diversity, the charter of the Nominating Committee provides that diversity is one of
the criteria the Nominating Committee may consider when selecting individuals to recommend for Board
membership, together with independence, sound judgment, skill, integrity, willingness to make the required time
commitment, understanding of financial statements and knowledge of and experience in the Company’s and its
subsidiaries’ businesses, and the interplay of a candidate’s experience with the experience of other members of the
Board of Directors.  There is no difference in the manner in which the Nominating Committee will evaluate director
candidates recommended by shareholders, as opposed to director candidates presented for consideration to the
Nominating Committee by directors, officers or otherwise.

Board Meetings and Attendance at Board of Director and Committee Meetings.    The Company’s Board of Directors
met twelve times during fiscal 2012.  Each incumbent director attended at least 75% of the aggregate of: (1) all
meetings of the Company’s Board of Directors (held during the period for which he or she served as a director) and (2)
all meetings held by the committees of the Company’s Board of Directors on which he or she served (during the
periods that he or she served).

Availability of Committee Charters and Other Corporate Governance Documents.    Current copies of the written
charters for the Audit Committee,  Governance Committee, Human Resource and Compensation Committee, and
Nominating Committee, copies of the Company's "Chief Executive Officer/Treasurer/Controller Code of Ethics" and
the "Code of Conduct," the "Policy for Communication to the Board of Directors," and the “Employee Complaint
Procedure for Accounting and Auditing Matters” are available in the Governance Documents section of the Company's
website at www.evansbancorp.com.

DIRECTOR COMPENSATION

Director Fees.  Each director of the Company also serves as a member of the Board of Directors of the Bank.
 Non-employee directors do not receive compensation for attending meetings of the Bank’s Board, but do receive
committee meeting fees.  Further, it is the policy of the Board that employee directors are not paid for their service on
the Company's or the Bank's Board of Directors in addition to their regular employee compensation.  

During fiscal 2012:
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· Non-employee directors were compensated at the rate of $1,000 in cash ($1,350 for Mr. Biddle, who takes the
minutes of the Board’s meetings), payable on a monthly basis, and $500 in shares of restricted stock payable as a
lump sum grant equal to $6,000 at the February board meeting.  The number of shares of restricted stock awarded
was calculated by dividing $6,000 by the closing price for a share of the Company’s common stock on the NYSE
MKT on the date of grant.  In February 2012, each non-employee director received a grant of 430 shares of restricted
stock, at a grant date fair value of $13.95 per share, for service during 2012.  Each restricted stock grant vests on a
one-year basis, with 100% of the award vesting on the anniversary of the grant date, subject to full acceleration of
vesting upon an individual’s death, disability, retirement or involuntary termination in connection with a change in
control of the Company.  Vesting of restricted stock grants is accelerated on a pro-rated basis upon the individual’s
resignation.  Upon Mr. Tilley’s resignation from the Board in April 2012, a pro-rated portion of his February 2012
grant, equal to 143 shares, vested. 
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· Non-employee directors were compensated at a rate of $350 per committee meeting of the Board of Directors of the
Company and of the Bank, and the chairperson of each committee received $550 per meeting, except that members
of the Company’s Audit Committee and Human Resource and Compensation Committee received $600 per meeting,
and the chairperson of each of those committees received $900 per meeting.

· Non-employee directors received $700 for attendance at two strategic planning meetings held outside of normal
monthly Board meetings and regular committee meetings.

· In addition to director meeting fees, the individual serving as Chairman of the Company’s Board of Directors and the
Bank’s Board of Directors is entitled to receive an annual fee of $43,000.  He or she will not receive committee
meeting fees while serving as Chairman.  During 2012, Mr. Brothman received a pro-rated share of $43,000, equal
to $14,333, for serving as Chairman of the Board of Directors of the Company and of the Bank through April 2012,
and Mr. O’Brien received a pro-rated share of $43,000, equal to $28,667, for serving as Chairman of the Board of
Directors of the Company and the Bank from May 2012-December 2012.

· In addition to director meeting fees, starting in April 2012, the individual serving as Vice Chairman of the
Company’s Board of Directors and the Bank’s Board of Directors in entitled to receive an annual fee of $5,000.  Mr.
Wortham received a pro-rated share of $5,000, or $3,336, for serving as Vice Chairman from May-December 2012.
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Director Compensation.  The following table provides information with regard to the compensation paid to the
Company's non-employee directors for their service during the fiscal year ended December 31, 2012.

(1) (2)

Name

Fees Earned or Paid
in Cash

($)

Stock

Awards

($) (1) (2)

Change in Pension Value and Non-qualified Deferred
Compensation Earnings

(3) ($)

Total

($)

James Biddle, Jr. 21,850 6,000 1,490 29,340 
Phillp Brothman 29,783 6,000 6,691 42,475 
Marsha S.
Henderson

22,350 6,000 174 28,524 

Kenneth C. Kirst 30,250 6,000 2,101 38,351 
John R. O'Brien 48,017 6,000 - 54,017 
Michael J. Rogers 25,050 6,000 - 31,050 
James Tilley(4) 8,200 2,000 - 10,200 
Nancy W. Ware 15,250 6,000 2,185 23,435 
Thomas H.
Waring

18,100 6,000 275 24,375 

Lee C. Wortham 23,683 6,000 - 29,683 

(1)  Reflects the fair value of the awards at grant date, in accordance with FASB ASC Topic 718 for financial
statement reporting purposes.  For additional information as to the assumptions made in valuation, see Note 12 to the
financial statements filed with the SEC in the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 2012.  Amounts shown in the table are based on the Company’s accounting expense for these awards,
and do not necessarily correspond to the actual value that may be recognized by the directors.

(2) The following reflects all equity awards granted to each director during 2012 that were outstanding as of
December 31, 2012: 

Name Stock Awards (#)
James E. Biddle, Jr. 430 

Edgar Filing: INNOSPEC INC. - Form DEF 14A

Table of Contents 55



Phillip Brothman 430 
Marsha S. Henderson 430 
Kenneth C. Kirst 430 
John R. O'Brien 430 
Michael J. Rogers 430 
James Tilley -
Nancy W. Ware 430 
Thomas H. Waring, Jr. 430 
Lee C. Wortham 430 

(3)  Deferred Compensation Plan.  The Company maintains a non-qualified deferred compensation plan whereby the
directors may elect to defer 1% to 100% of their fees until retirement or termination of service.  The Company credits
such deferrals at a rate determined at the beginning of each plan year equal to 1% over the prime rate as of each
January 1st.  This column reflects,  amounts credited under the deferred compensation plan during 2012 at interest
rates greater than 120% of the applicable federal long-term rate then in effect.  Only the above-market portion of
interest credited to the participating directors’ accounts has been reported.

(4)  Mr. Tilley retired his position as director of the Company on April 26, 2012.  When he retired, a pro-rata amount
of the original $6,000 grant vested, equal to 143 shares.  Mr. Tilley received $158,053 in distributions from retirement
plans through the Company in fiscal 2012,  related to his prior service as an executive officer.    

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

The members of the Human Resource and Compensation Committee are:  Phillip Brothman, Marsha S. Henderson,
John R. O’Brien, Thomas H. Waring, Jr., and Lee C. Wortham.  None of the members of the Human Resource and
Compensation Committee during fiscal 2012 is or has been an officer or employee of the Company or any of its
subsidiaries. 

During fiscal 2012, none of the Company's executive officers served on the compensation committee (or equivalent)
or on the board of directors of another entity.
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COMPENSATION COMMITTEE REPORT

The information contained in this Human Resource and Compensation Committee Report shall not be deemed to be
“soliciting material” or to be “filed” or incorporated by reference in future filings with the SEC, or subject to the liabilities
of Section 18 of the Exchange Act, except to the extent that the Company specifically incorporates it by reference into
a document filed under the Securities Act of 1933 or the Exchange Act.

The Human Resource and Compensation Committee of the Board of Directors has reviewed and discussed the section
of this Proxy Statement entitled "Compensation Discussion and Analysis" with management.  Based on this review
and discussion, the Human Resource and Compensation Committee recommended to the Board of Directors that the
section entitled "Compensation Discussion and Analysis" be included in this Proxy Statement and incorporated by
reference into the Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2012.

Human Resource and Compensation Committee

Lee C. Wortham

Thomas H. Waring, Jr., Chairman Phillip Brothman
Marsha S. Henderson John R. O’Brien
Lee C. Wortham

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis.    

Executive Summary.    

            Financial Performance. Despite an economic environment that continued to be challenging during 2012, the
Company delivered strong financial performance and growth. 

· Company achieved record net income in 2012 of $8.1 million, a 33% increase from $6.1 million in 2011.  By
comparison, net income of the 2012 Proxy Peer Group (defined below) increased by 19% in 2012.  On a per diluted
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share basis, net income for the Company was $1.95 compared with $1.49 in the prior year period.

· Net interest income increased 6.9% in 2012 over 2011, compared with 6.1% for the 2012 Proxy Peer Group.
· Return on average equity improved to 11.20% in 2012 compared with 9.17% in 2011 and 10.06% for the 2012

Proxy Peer Group.    
· Credit quality continued to improve as the ratio of non-performing loans and leases to total loans and leases

decreased from 2.60% to 1.41% year over year.  The ratio for the Proxy Peer Group was 1.74% at December 31,
2012.

Executive Compensation Highlights.    

The Company seeks to align the interests of its executive officers, including the executive officers named in the
Summary Compensation Table below  (the “NEOs”) with the interests of its shareholders.  The Company’s compensation
program is designed to complement the strategic plan objectives and to reward executives for performance as
measured against short-term goals, long-term sustained results to the Company’s shareholders, and the Company’s core
values.  The Company continues to design and monitor its compensation programs to further ensure that those
programs are aligned with these objectives and to comply with emerging best practices. 
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Key actions taken during 2012 include:

· Adoption of a Compensation Recovery Policy, commonly referred to as a “clawback policy”, which provides for the
recovery of performance-based compensation from some of our executive officers in connection with certain
restatements of our consolidated financial statements.

· Adoption of enhancements to its short-term cash incentive program to better reward individual performance and
control risk relative to established goals and objectives, rather than relying solely on Company-wide performance
measures.

· A philosophical change in the mix of equity incentive awards from 50% restricted stock and 50% stock options, to
75% restricted stock and 25% stock options beginning with awards granted in early 2013 (based on 2012
performance) to continue to promote alignment between management and shareholders.

· Review and approval of all executive and employee incentive plans to monitor risk.
· Review and approval of the Human Resources and Compensation Committee Charter and Compensation

Philosophy

In addition, the Company continues to focus on rewarding NEOs for achievement of short-term and long-term
strategic and operational goals and increased shareholder return, while at the same time avoiding the encouragement
of excessive or unnecessary risk taking. Toward that end, the Company continued to emphasize the following prudent
compensation practices during 2012:

· Short-term and long-term incentive compensation is tied to both financial and non-financial performance measures
in order to further align the interests of NEOs with those of the Company’s shareholders.

· Compensation criteria are structured so that achievement of corporate and individual goals do not encourage
excessive risk-taking.

· No tax “gross-ups” are included in any employment-related agreements.
· Perquisites and personal benefits are limited to those that support a demonstrated business purpose.
· Change in control provisions in the Company’s employment and other agreements with its NEOs provide for

payment of severance benefits, including accelerated vesting of stock options and restricted stock, only upon
termination of employment or job diminishment in connection with a change in control (a so-called “double trigger”
event). 

Executive Compensation Philosophy.  The objective of the Company’s executive compensation programs is to attract,
develop and retain executive officers capable of effectively leading the Company and maximizing performance for the
benefit of the Company’s shareholders.  The Human Resource and Compensation Committee (the “Committee”) has
reviewed the various elements of executive compensation provided by the Company during 2012 to ensure that the
elements of compensation will align executives’ interests with those of the shareholders and the long-term interests of
the Company.  The Committee reviews each element of compensation to ensure the compensation packages offered
will allow the Company to attract and retain superior executive talent and reward performance while not encouraging
excessive risk-taking.  The Company’s executive compensation program during 2012, discussed in greater detail
below, included:
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· Cash base salary and employment contracts that are competitive within the industry and designed to enable the
Company to recruit and retain highly-qualified individuals;

· Cash bonus incentive plans, directly linking pay to Company performance and designed to motivate executives to
deliver superior results without encouraging excessive risk-taking;

· Long-term equity incentives, designed to align executives’ interests with those of the Company’s shareholders in
achieving long-term performance;
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· A Supplemental Executive Retirement Plan (“SERP”), designed to assist the Company in retaining talented executives
and rewarding long-term service to the Company;

· A qualified 401(k) plan and a  non-qualified deferred compensation plan, allowing executives to defer “pre-tax”
earnings to save adequately for retirement; 

· Welfare programs designed to replace income in the event of sickness, accident, retirement or death; and
· Limited perquisites based on demonstrated business purpose.

The decisions made on senior executive compensation, including NEO compensation, are based primarily upon the
Committee’s assessment of each executive’s leadership and operational performance and his or her potential to
contribute to the long term success and soundness of the Company and to enhance long-term shareholder value.  The
Committee considers its subjective assessment of each individual’s performance, and not rigid formulas or short-term
changes in business performance, in determining the amount and mix of compensation elements and whether each
particular payment or award provides an appropriate incentive and reward for performance that sustains and enhances
long-term shareholder value.  Key factors affecting the Committee’s judgment include the executive’s performance
compared to the financial, operational, and strategic goals established by the Board of Directors at the beginning of
each fiscal year; contribution to the Company’s financial results, particularly with respect to key metrics such as asset
growth, credit quality and earnings on capital; and effectiveness in leading our initiatives to increase shareholder
value.  Additionally, the Committee assesses each executive’s presence in and commitment to the community.

Role of the Human Resource and Compensation Committee and CEO.  The Committee is composed solely of
independent directors of the Company.  It is responsible for all policies and practices related to director, executive and
employee compensation.  As part of this responsibility, the Committee, on an annual basis, reviews and approves
corporate goals and objectives relevant to executive compensation, and reviews and evaluates the performance of each
of the senior executive officers, including the NEOs, in light of those goals and objectives.   Compensation for the
NEOs is reviewed and approved by the Committee during the first quarter of each year based on performance during
the prior year. 

The Committee meets at least quarterly.  Members of Company management may attend Committee meetings to
provide the Committee with information relating to the Company’s compensation and benefit plans and programs,
recommended changes to those plans and programs, and educational material.  In particular, the Bank’s President and
CEO, Chief Financial Officer, and Executive Vice President of Organizational Development & Employee Experience
attend Committee meetings to present data and analysis and to formulate recommendations regarding executive
(excluding the President and CEO) and employee compensation, benefit plans and promotions.  The Executive Vice
President of Organizational Development & Employee Experience provides the Committee with data for its
consideration in setting the base salary for the President and CEO.  In addition, certain members of the executive
management team may attend Committee meetings to provide guidance on SEC reporting requirements as well as on
other matters related to executive compensation, such as employee benefits and related insurance matters.  The
Committee believes that this input from management is critical to ensuring that the Committee and its advisors have
the data needed to make informed decisions with respect to the Company’s compensation programs and each NEO’s
individual compensation.  In determining the base salary, annual incentive and long-term incentive components of
CEO compensation, the Committee will consider multiple factors including the Company’s performance and relative
shareholder return, the value of similar incentive awards to CEOs at comparable companies, and the awards given to
the Company’s CEO in past years.  The Committee also spends a portion of each meeting convening in executive
session, without the presence of any members of management or other attendees.
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Role of Compensation Consultants.  During 2012, the Committee did not engage any compensation consultants but
rather focused on the implementation of recommendations made in the prior year by Arthur Warren, Esq., an
executive compensation consultant specializing in community bank compensation plans,  including enhancements to
the Company’s short term incentive program and the implementation of a clawback policy for performance-based
executive officer compensation programs,
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described in greater detail under “Executive Compensation – Compensation Discussion and Analysis – Executive Total
Compensation” and “Executive Compensation – Compensation Discussion and Analysis – Compensation Recovery Policy”,
respectively, below. 

Benchmark Analysis.  The base salary compensation of the NEOs and certain other members of the executive
management team are compared to a “benchmark” established using relevant industry compensation surveys.  The
Committee considers the compensation data and financial performance of the banks included in the surveys.  Several
groups are identified for benchmark analysis including a Proxy Peer Group, a High Performing Financial Group and a
group consisting of local banks within our market. The Proxy Peer Group is selected to reflect banks of similar asset
size and that operate in geographic regions with a median household income level similar to the Bank’s primary market
area, and whose return on average equity and earnings per share are similar to the Company’s.  Due to these factors,
nine new institutions were named to the Proxy Peer Group in 2012 with five remaining from 2011.  Five institutions
from the 2011 Proxy Peer Group possessed asset sizes of less than $500 million which are not of a similar asset size to
the Company and were removed. One institution from the 2011 Proxy Peer Group grew to assets much larger than the
Company and was removed.  Four 2011 Proxy Peer Group institutions no longer exist and were removed.    The Proxy
Peer Group utilized in setting equity compensation levels for 2012 included ACNB Corporation, American National
Bankshares, Inc., Chemung Financial Corporation, Codorus Valley Bancorp, Inc., Community Bank Shares of
Indiana, Inc., ENB Financial Corp., Farmers National Banc Corp., First Citizens BancShares, Inc., Mid Penn Bancorp,
Inc., Monarch Financial Holdings, Inc., NB&T Financial Group, Inc., Penns Woods Bancorp, Inc., Teche Holding
Company and Valley Financial Corporation.  The High Performing Financial Group, which includes banks that may
be of larger size or that operate in more affluent geographic regions than the Company’s primary market area and
produce greater financial results in areas such as return on average equity, return on average assets, efficiency ratio
and earnings per share, is used for comparison of both compensation data and financial performance.  For 2012, the
High Performing Financial Group included Beacon Federal Bancorp, Inc., Chemung Financial Corporation, CNB
Financial Corporation, German American Bancorp, Inc., Greene County Bancorp, Inc., Lyons Bancorp, Inc.,
Merchants Bancshares, Inc., Norwood Financial Corp., Orrstown Financial Services, Inc., and Penns Woods Bancorp.
For 2012, the local bank group included Lake Shore Bancorp, Financial Institutions, Inc., First Niagara Financial
Group, Inc. (“First Niagara”), M&T Bank Corporation (“M&T”), Community Bank System, Inc., Northwest Bancshares,
Inc., and Tompkins Financial Corporation.  Although some members of the local bank group, such as M&T and First
Niagara, are much larger than the Company, we still analyze their compensation levels because we compete directly
with these institutions for executive talent.  In addition, the Committee reviewed survey data published by Pearl
Meyer & Partners as well as by the American Bankers Association, by both asset size as well as region, and regional
data provided by the Buffalo Niagara Partnership, a local chamber of commerce.  While the Proxy Peer Group reflects
financial institutions that are the most similarly situated to the Company, the Committee believes that it is useful to
examine the “best practices” of a broader group of companies, and that multiple sources of compensation data assist the
Company in designing pay programs that are both contemporary and relevant. 

The Committee utilizes the salary surveys as a source of information in determining base salary for Messrs. Nasca and
Kajtoch, and has generally targeted the 50th to the 75th percentile for base salary.  The base salary of Mr. Miller is not
compared to benchmark data, due to a lack of comparable data for his position.  Instead, Mr. Miller’s compensation is
determined based upon his individual performance as compared to annual goals, including the achievement of
corporate strategic and operational objectives.  The Committee uses the survey data as a point of reference and
comparison only, and not for purposes of establishing or setting a specific level of compensation to be achieved.  The
survey data include companies that may not have the complexity of our organization, such as an insurance component,
and we believe it is important to pay for the expertise required to manage our business.  Because the roles and
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responsibilities of executive officers can vary from one institution to another, the Committee also considers each
NEO’s experience, length of service in his or her position, and individual performance.  The Committee has made the
decision to pay above the 50th percentile for NEO salary where the Committee believes it is necessary to attract and
retain superior executive talent and/or experience in

22

Edgar Filing: INNOSPEC INC. - Form DEF 14A

Table of Contents 64



order to support planned growth of the Company.  The Committee believes that this is appropriate in light of the
expected future roles of the executives in supporting a larger organization as the Company pursues a growth
strategy.  During 2012, the Company paid Mr. Nasca 100% and Mr. Kajtoch 110% of the weighted survey average
base salary at the 50th percentile, as reported in the 2011 salary surveys utilized by the Committee as described
above.  See “Executive Total Compensation – Base Salary” below for a discussion of actions taken with respect to the
NEOs’ base salary in 2012.

Compensation Recovery Policy.  In 2012, the Company adopted the Incentive Plan Clawback Policy, a policy
providing for the recovery of performance-based compensation paid to certain senior executives of the Company,
including the NEOs, in the event of a restatement of the Company’s consolidated financial statements.  The policy
applies to performance-based compensation paid during the three-year period prior to the correction of the accounting
error, where the amount of such compensation paid to the executive was increased based on the erroneous financial
statements, and the executive engaged in fraud or illegal conduct which materially contributed to the need for the
restatement.  The policy generally covers compensation paid or awarded to executives under the Company’s short-term
and long-term incentive plans. 

Executive Total Compensation.  The following discussion describes the key elements of the Company’s NEO
compensation program and the actions taken with respect to each element for 2012.  This discussion covers actions
taken with respect to compensation payable to Cynthia Rich, whose employment with the Company was terminated
effective August 29, 2012, but who is considered an NEO for 2012 under applicable SEC rules. 

1. Base Salary.  The Company’s approach to compensation begins with establishing a fair base salary determined by
individual factors, such as the employee’s role in the organization, scope and complexity of responsibility of the
position, the market value of his or her job, the level of an individual’s expertise in the role and his or her
performance in the position, as well as Company performance factors, such as Company financial performance,
including earnings per share and growth in net income.  Annual individual performance is evaluated on an
individual’s performance against the Company’s Organizational Core Values (customer focus, ownership and
alignment toward shared goals, integrity, passion, valuing others, and talent) and a set of five team-based
competencies.   The Committee also considers the level of achievement of corporate strategic and operational
objectives established by the Committee as described above under “Compensation Discussion and Analysis – Role of
the Human Resource and Compensation Committee and CEO.”  The Committee then compares the executive’s salary
against market data as described above under “Compensation Discussion and Analysis – Benchmark Analysis.” 

The Company maintains a common anniversary date for the merit review process and related salary adjustments,
which generally occur in February of each year.  After consideration of compensation data, Company performance
and individual performance, the Committee approved increases to the base salary of each of our NEOs, effective
February 1, 2012, as follows: Mr. Nasca’s annual base salary was increased from $270,000 to $300,000, Mr. Kajtoch’s
annual base salary was increased from $170,950 to $175,224, Mr. Miller’s annual base salary was increased from
$232,600 to $238,415, and Ms. Rich’s annual base salary was increased from $155,150 to $158,719.  The Committee
exercised its discretion to increase the NEOs’ salary based on its subjective assessment of each individual’s
performance as described above under “Compensation Discussion and Analysis – Executive Compensation Philosophy.”
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2. Short-Term Cash Incentive Compensation.  The Evans Excels Performance Incentive Plan (the “Evans Excels Plan”)
is a short-term incentive compensation plan intended to reward performance of officers of the Bank, including the
NEOs.  The plan is designed to motivate employees to attain desired objectives and to encourage teamwork and
collaboration while aligning compensation with overall Company performance.  This plan is a key element of the
total compensation benefits provided to our NEOs and allows the Company to remain competitive with the market
by providing the opportunity to receive significant cash incentives.

The design of the plan is intended to ensure that no benefits are paid to executives and other employees unless
Company performance goals are attained.  If the Company performance goals are attained, the Committee then
considers, with management’s input, each employee’s individual performance in determining whether to make awards
under the plan, as described below.  For 2012, the Committee utilized Company annual net income growth as the
measure for determining whether awards would be paid under the Evans Excels Plan.  The Committee determined the
levels of growth in net income (after tax but before short term incentive payment) which it believes provide a
reasonable balance between shareholder value and appropriate employee motivation and reward.  A “target” was set at
 $5,745,142 in net income, which would pay out 100% of the potential incentive. By comparison, 2011 net income
was $6,111,850.  A “threshold” was set at $5,517,087, which would provide potential incentive payout at 50% and a
“stretch” goal was set at $5,973,196, which would provide potential incentive payout at 150%.  If actual net income
growth were below the threshold, no incentive would be paid.  In 2012, the “stretch” goal was met, reflecting actual net
income of $8,132,377, a 33.1% increase over 2011.  As discussed further in the Company’s Annual Report on Form
10-K for the fiscal year ended December 31, 2012, the increase in the Company’s 2012 net income was driven by a
$2.6 million decrease in the Company’s provision for loan and lease losses.  The Committee establishes net income
targets in January of each year based on the Company’s budget for that year, taking into consideration metrics that
require board approval related to asset growth, efficiency ratio, return on equity, return on assets, net charge offs to
average loans and non-performing loans to total loans.  All awards are to be paid out as a percentage of a participant’s
base salary earned during the relevant performance period, which runs from January 1st to December 31st.

Individual performance and attainment of assigned goals are also considered by the Committee, and all employees are
required to meet a certain level of performance to receive payment.  Historically, the Committee has considered a
broad variety of individual performance goals and generally exercised its discretion in determining individual
awards.  In 2012, based upon recommendations made by the compensation consultant retained by the Committee in
2011, the Committee established specific individual performance measures in determining each employee’s payout
amount and increased the executive award payouts slightly for the various levels in 2012 in order to remain
competitive within the marketplace and to compensate for the increased difficulty in obtaining the individual
performance measures as recommended by the compensation consultant.  The Committee believes that establishing
specific performance measures for each participant will enhance the ability of the plan to encourage performance in
those targeted areas.  The Committee expects to continue this approach going forward. 

The following performance measures were utilized for the NEOs for 2012:
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Executive
Officer

Performance Measures and (Weightings) at Target
Performance                         2012 Performance Results

David
Nasca

Net Income of $5.745 million (30%)
Achieved at stretch level of $8.132 million Net
Income

Non-Performing Loans to Total Loans of 2.79% (15%)
Achieved at stretch level of 1.41%
Non-Performing Loans to Total Loans

Credit & Loan Operations Process Improvement (15%) Achieved at stretch level
Efficiency Ratio of 71.60%, Return on Equity of 8.10%
(15%)

Achieved at stretch level of 70.10% Efficiency
Ratio, 11.20% Return on Equity

Facilities Consolidation, Cost Reduction (10%) Achieved at stretch level
Discretionary (15%) Achieved at stretch level

Gary
Kajtoch

Net Income of $5.745 million (10%)
Achieved at stretch level of $8.132 million Net
Income

Efficiency Ratio of 71.60%, Non-Performing Loans to
Total Loans of 2.79%, Return on Equity of 8.10% (20%)

Achieved at stretch level of 70.10% Efficiency
Ratio, 1.41% Non-Performing Loans to Total
Loans 11.20% Return on Equity

Develop Internal Measurement Metrics  (10%) Achieved at stretch level
Transition of Investor Relations (15%) Achieved at stretch level
Facilities Consolidation, Cost Reduction (10%) Achieved at stretch level
Maintain or Improve Regulatory Risk Ratings, Capital
Adequacy Levels (20%) Achieved at stretch level
Discretionary (15%) Achieved at stretch level

Robert
Miller, Jr

Net Income of $5.745 million (30%)
Achieved at stretch level of $8.132 million Net
Income

No Double Downgrades of Loan Risk Ratings,
Non-Performing Loans to Total Loans Ratio of 2.79%,
Net Charge-offs to Average Loans of 0.29% (20%)

Not achieved. 3 Double Downgrades of Loan
Risk Ratings, Non-Performing Loans to Total
Loans Ratio of 1.41%, Net Charge-offs to
Average Loans of 0.29%

Increase Investment Services Revenue to $300 thousand
(10%) Achieved at stretch level at $333 thousand
Return on Assets of 0.74%, Efficiency Ratio of 71.60%
(10%)

Achieved at stretch level of 1.04% Return on
Assets, 70.10% Efficiency Ratio

Insurance Department Net Income of $1.042 million
(15%) Achieved at stretch level at $1.172 million
Discretionary (15%) Achieved at stretch level

Cynthia
Rich

Net Income of $5.745 million (20%) Incomplete - separated before year end
Efficiency Ratio of 71.60% , Non-Performing Loans to
Total Loans 2.79%, ROE of 8.10% (15%) Incomplete - separated before year end

Facilities Consolidation, Cost Reduction (15%) Incomplete - separated before year end
Credit & Loan Operations Process Improvement (20%) Incomplete - separated before year end
Brand Awareness (15%) Incomplete - separated before year end
Discretionary (15%) Incomplete - separated before year end

The payouts are determined pursuant to the sum of the weightings for each individual’s total goal set for 2012.  If all
individual goals were met at “target” performance, Mr. Nasca would be awarded a cash incentive payment equal to 25%
of his 2012 base salary, each of Messrs. Miller and Kajtoch would be awarded a cash incentive payment equal to 19%
of his 2012 base salary, and Ms. Rich would have been awarded a cash incentive payment equal to 19% of her 2012
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base salary if she had remained with the Company.  These percentages increased from 20%, 15% and 15%,
respectively in 2011. If all individual goals were met at “stretch” performance, Mr. Nasca would be awarded a cash
incentive payment equal to 37.5% of his 2012 base salary, each of Messrs. Miller and Kajtoch would be awarded a
cash incentive payment equal to 28.5% of his 2012 base salary, and Ms. Rich would have been awarded a cash
incentive payment equal to 28.5% of her 2012 base salary if she had remained with the Company.  These percentages
were increased from 30%, 22.5% and 22.5%, respectively, in 2011.  If all individual goals were met at “threshold”
performance, Mr. Nasca would be awarded a cash incentive payment equal to 12.5% of his 2012 base salary, each of
Messrs. Miller and Kajtoch would be awarded a cash incentive payment equal to 9.4% of his 2012 base salary, and
Ms. Rich would have been
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awarded a cash incentive payment equal to 9.4% of her 2012 base salary if she had remained with the Company. 
These percentages were increased from 10%, 7.5% and 7.5%, respectively in 2011. Most individual goals had partial
achievement levels which are lower than the listed weightings to provide a lower cash incentive payment if a
threshold achievement was obtained.  Notwithstanding the individuals’ achievement of their specific performance
measures, the established levels of net income growth, described above, are required to “open” the plan to allow payout
of incentives.   If the minimum net income growth (threshold) is not met, no awards would be payable pursuant to the
plan, except that the Board of Directors may, at its discretion, grant awards notwithstanding performance below
threshold.  To date, the Board of Directors has not exercised this discretionary authority.  The amounts paid under the
plan to each NEO for 2012 are set forth in the Summary Compensation Table below.

3. Equity Incentives.  While the Evans Excels Plan focuses on the achievement of short-term performance measures,
the 2009 Long-Term Equity Incentive Plan, approved by shareholders in April 2009, is designed to provide key
employees with a reward opportunity that aligns the interests of the participants with those of the Company’s
shareholders by focusing on our Company’s performance over a longer period of time.  The equity incentive plan
both links the size of awards granted to the NEOs to the past performance of the Company, and ties the ultimate
realizable value of those awards to the future value of the Company’s common stock, thereby aligning the NEOs’
interests with those of the Company’s shareholders, and encouraging a balance between growth and prudent
risk-taking. 

Under the equity incentive plan, the Committee typically grants awards of stock options, under which executives
recognize value commensurate with increases in long-term shareholder value, and restricted stock, which provides
immediate value to the NEO but loses value in the event that shareholder value decreases.  Both stock options and
restricted stock link an NEO’s compensation to long-term Company performance.  Both types of equity awards also
have a retentive effect because they vest over a period of time, typically four years.  Vesting may be accelerated under
certain circumstances, such as the executive’s death, disability or retirement, or if an executive’s employment is
terminated in connection with a change in control of our Company.  The restricted stock will receive dividends if and
when dividends are paid on the Company’s common stock, and have voting rights during the restriction period.  

Historically, the Committee has granted awards consisting of 50% shares of restricted stock and 50% stock
options.  The Committee believes that restricted stock is a particularly effective incentive tool because the value of the
award can be further enhanced if the value of the Company’s common stock increases after the date the restrictions
lapse.  The Committee further believes that stock options are an effective long-term incentive because the holder can
only profit if the value of the Company’s common stock increases.  In 2012, the Committee determined to grant future
awards (beginning with awards granted in 2013, based on 2012 performance) consisting of 75% shares of restricted
stock and 25% stock options.  The Committee believes that this change reflects the evolving best practices within the
Company’s industry regarding NEO equity ownership and will continue to drive increased equity ownership by the
Company’s executive officers.  The Committee may also grant awards of stock appreciation rights and restricted stock
units under the equity incentive plan. 

The Committee believes that the Evans Excels short-term incentive plan and the equity-based long-term incentive plan
together create a balance between short-term and long-term performance goals and appropriate risk-taking.
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The Committee exercises its discretion in determining when to grant equity incentive awards, as well as the size and
nature of the awards.  Equity awards are typically granted on an annual basis, based on prior year performance, but
may under certain circumstances be granted at other times during the year, for example, in connection with a new hire
or a change in position within the Company.  As a general matter, the Committee’s process is independent of any 
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consideration of the timing of the release of material non-public information, including with respect to the
determination of grant dates or stock option exercise prices.  Similarly, we have never timed the release of material
non-public information to affect the value of executive compensation.  In general, the release of such information
reflects long-established timetables for the disclosure of material non-public information such as earnings reports or,
with respect to other events reportable under federal securities laws, the applicable requirements of such laws with
respect to timing of disclosure.  In determining the amount of each award, the Committee looks at Company
performance, generally net income growth, the number of shares remaining available for issuance under the plan, the
market price for the Company’s common stock, and the Committee’s subjective assessment of each individual’s
performance (generally based on the same factors as those described above with respect to individual performance
under the Evans Excels short-term cash incentive plan).  The Committee does not rely on specified pre-determined
target award values.

During 2012, the Committee approved the following equity awards (for more detail on the awards granted to the
Company’s NEOs, see the “Summary Compensation Table” and “Grants of Plan-Based Awards” table below):

· Restricted Shares – during 2012, a total of 7,480 restricted shares were granted to 20 employees, of which 3,470 were
granted to our NEOs.

· Stock Options – during 2012, a total of 59,480 options were granted to 20 employees, of which 27,560 were granted
to our NEOs.

4. Executive Deferred Salary Plan.  Under the Company’s Deferred Compensation Plan, participating NEOs are able to
defer, at their election, up to 100% of their base salary.  This deferred salary amount accrues interest at the rate of
prime plus 1%, based upon prime as stated in the Wall Street Journal as of January 1st each year (3.25% for
2012).  The plan is designed to provide a vehicle for executives, including NEOs, to defer their base salary on a
“pre-tax” basis in order to achieve their personal retirement goals, and the Committee believes that this plan is useful
in recruiting and retaining talented executive officers.  The Company does not contribute to this plan but accrues a
liability expense for future payment.  The plan is unfunded and considered a non-qualified plan for tax purposes.

5. Supplemental Executive Retirement Plans (“SERPs”).  Messrs. Nasca, Miller and Kajtoch are participants in SERPs
provided by the Bank, which increase their retirement benefits above amounts available under the Company’s
tax-qualified and other pension programs.  The Committee believes that these plans, and the level of benefits that
are provided under these plans, are appropriate to promote retention and to recognize and reward long-term service
to the Company.  Mr. Nasca and Mr. Kajtoch are participants in the Evans Bank, N.A. Supplemental Executive
Retirement Plan for Senior Executives (the “Senior Executive SERP”).  Ms. Rich also participated in the Senior
Executive SERP prior to the termination of her employment in August 2012.  The Senior Executive SERP provides
a benefit to Mr. Nasca of 35% of his base salary for a period of 15 years. The benefit for Mr. Kajtoch will be 25%
of his base salary for a period of 15 years.  The benefit to Ms. Rich, had she remained employed by the Company,
would have been 25% of her base salary for a period of 15 years.  There is a 10-year vesting period on these
plans.  The Senior Executive SERP is unfunded and is considered a non-qualified plan for tax purposes.  The SERP
for Mr. Miller is considered an offset plan, designed to provide 70% of base salary offset by benefits provided
under the Defined Benefit Pension Plan, Company contributions to the Evans Employee Savings Plan (401(k)
plan), and the value of Company contributions to social security benefits.  The SERP for Mr. Miller provides a
15-year benefit, but the benefit is not frozen at a specific age.  Like the Senior Executive SERP, Mr. Miller’s SERP
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is unfunded and is considered a non-qualified plan for tax purposes.  Mr. Miller’s annual benefit, when combined
with amounts payable under the Company’s tax-qualified and other pension programs and social security, will equal
70% of the average of his highest five consecutive years’ salary and bonus.
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6. Perquisites.  The Company provides its NEOs with limited perquisites designed to assist the NEOs in being
productive and which the Committee believes are reasonable, competitive and consistent with its overall executive
compensation program.  These perquisites, the aggregate cost of which is disclosed in the “Summary Compensation
Table” below, generally include an auto allowance and club memberships, which the Committee believes are
important to the NEOs’ development of business relationships, an activity critical to the long-term success of the
Company, and long-term disability insurance. The Company believes that its perquisites allow senior executive
officers to operate more effectively.

Employment Agreements.  The Company believes the use of clear and concise employment contracts is an effective
tool to attract and retain senior executives, as well as to protect proprietary information and customer
relationships.  Messrs. Nasca, Kajtoch and Miller are each covered by a three year term contract with a daily renewal,
and Ms. Rich was a party to such an agreement until the termination of her employment in August 2012. On May 21,
2012, Evans Bancorp, Inc. delivered a notice of non-renewal to Ms. Rich.  Also on May 21, 2012, Evans Bancorp, Inc
and The Evans Agency, Inc. together delivered a notice of non-renewal to Mr. Miller. Mr. Miller’s contract will
terminate upon expiration of the current three year term, on May 21, 2015.  Ms. Rich’s contract terminated effective
upon the termination of her employment in August 2012, as described further below.

Post-Termination Compensation.  As mentioned above, the Company has entered into employment contracts with its
NEOs which provide for certain severance payments, described below under “Potential Payments Upon Termination or
Change in Control,” if the executive’s employment terminates under circumstances described in their employment
contracts.  In addition, if there is a change in control of the Company, the NEOs may be entitled to full acceleration of
their equity-based compensation, as described above under “Executive Total Compensation – Equity Incentives.” The
Committee believes that these arrangements are important as a recruitment and retention device, as most of the
companies with which we compete for executive talent have similar arrangements in place for their executives.  These
arrangements may help incentivize NEOs to remain with the Company and to assist in any potential change in control
transaction, which provides security for the NEOs and stability for the Company.  The Committee attempts to balance
protection of its executives upon a change in control with protection of the Company’s interests by making accelerated
vesting available upon a change in control only if the NEOs are involuntarily terminated or experience a job
diminishment in connection with the change in control (a so-called “double-trigger”).  Additionally, the Committee links
severance payments to agreements by the NEOs not to compete with the Company, solicit the Company’s employees
or customers, or disclose confidential information.  For further information on the potential payouts under these
arrangements, see “Potential Payments Upon Termination or Change in Control”, below. 

Executive Severance Plan.  In May 2012, the Company established an Executive Severance Plan to provide post
termination coverage to executive officers who are not covered under an employment contract or change in control
agreement that provides for severance or similar post-employment compensation.  A participant (1) whose
employment is involuntarily terminated by the Company for reasons other than for cause, as defined in the plan, (2)
who is required to move employment more than 35 miles from his or her current place of employment, and who
rejects the relocation and terminates employment, or (3) whose aggregate compensation is materially reduced, and
who terminates employment, will be eligible for severance payments under the Executive Severance Plan.  Under the
plan, a participant eligible for benefits would receive 18 months of salary continuance plus the participant’s short term
incentive amount at the target level, pro-rated for the time during the year in which the participant was actively
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employed by the Company.  The severance payments will be made over the 18-month period following termination in
accordance with the Company’s regular payroll cycle.  In addition, the Company will reimburse eligible participants
for up to $5,000 in outplacement services during the 12-month period following termination (payable in a lump sum,
in cash).  Payments and benefits under the Executive Severance Plan are subject to the participant’s compliance with
one-year non-competition and non-solicitation covenants.  Because each of the NEOs currently has an employment
agreement providing for severance benefits, none of the NEOs is covered by the Executive Severance
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Plan as of the date of this proxy statement.  Any NEO not covered by such an agreement would, however, be eligible
to participate in this plan. 

NEO Separation.  Effective August 29, 2012, Cynthia Rich’s position was eliminated, and she was terminated by the
Company without cause.  In accordance with the terms of Ms. Rich’s employment agreement with the Company, she is
entitled to receive a lump sum, payable on March 1, 2013, equal to three times the sum of the highest base salary paid
to her at any time under her employment agreement, plus the average annual non-equity incentive bonus paid to her in
the three years prior to termination, resulting in an aggregate payment of $543,434.62.  The Company will also
continue to provide amounts or benefits payable under applicable benefit plans for 36 months following her
termination.  In addition, Ms. Rich was a participant in the Senior Executive SERP.  Her projected lump sum payment
is $126,041.  In accordance with the distribution election previously made by Ms. Rich, this amount will be payable
on her 62nd birthday.  The foregoing payments and other benefits are conditioned upon Ms. Rich’s compliance with her
obligations of confidentiality, non-competition and non-solicitation set forth in her employment agreement.

Tax and Accounting Considerations.  Section 162(m) of the Internal Revenue Code generally denies publicly-held
corporations a federal income tax deduction for compensation exceeding $1,000,000 paid to the chief executive
officer or any of the three other highest paid executive officers (other than the chief financial officer), excluding
performance-based compensation.  Through December 31, 2012, this provision has not limited the Company’s ability
to deduct executive compensation.  The Committee will continue to monitor the potential impact of Section 162(m) on
the Company’s ability to deduct executive compensation, and in particular, will review the effect of recent Internal
Revenue Service rulings related to performance-based compensation in change-in-control situations.  The 2009
Long-Term Equity Incentive Plan has been designed, and is intended to be administered, in a manner that will enable
the Company to deduct compensation attributable to options and certain other awards thereunder, without regard to
the deduction limitation established by Section 162(m).

Section 409A of the Internal Revenue Code generally changes the tax rules that affect most forms of deferred
compensation that were not earned and vested prior to 2005, and imposes an additional tax on certain forms of
deferred compensation.  The Committee takes Section 409A into account in determining the form and timing of
compensation paid to the Company’s executives.  While Section 409A is generally not applicable to the compensation
provided by the Company, it does affect the timing of certain severance payments, including the severance payable to
Ms. Rich as described above. 

The Company values stock option and restricted stock grants under FASB ASC Topic 718.  More information
regarding the application of ASC Topic 718 by the Company may be found in Note 12 to the Company’s audited
financial statements filed with the SEC in the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2012.

Say On Pay.  Proposal III provides the Company’s shareholders with the opportunity to cast a non-binding advisory
vote on executive compensation.  Shareholders are being asked to approve the compensation paid to the Company’s
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NEOs, as described in this proxy statement, including this “Compensation Discussion and Analysis” and the
compensation tables and narrative discussions contained in this proxy statement under the caption “Executive
Compensation”. 

Summary Compensation Table.  The following table sets forth the compensation of the Company’s NEOs for the fiscal
years ended December 31, 2012, 2011 and 2010.  The NEOs are the Company's Principal Executive Officer, Principal
Financial Officer and one other individual identified below who was serving as an executive officer as of  December
31, 2012 and met the applicable SEC reporting threshold.  The table also includes one individual who was no longer
serving as an executive officer at December 31, 2012, but whose compensation is required to be disclosed in
accordance with applicable SEC rules. 

29

Edgar Filing: INNOSPEC INC. - Form DEF 14A

Table of Contents 77



Name and

Salary Stock
Awards

Option
Awards

Non-Equity
Incentive Plan
Compensation

Change in Pension
Value and
Non-Qualified
Deferred
Compensation
Earnings

All other
Compensation Total

Principal Position Year ($) ($) (1) ($) (1) ($) (2) ($) (3) (4) ($)(5) ($)

David Nasca 2012 296,539 20,305 20,241 112,500 92,173 39,497 581,255 
President and
CEO of the

2011 268,665 18,900 18,948 81,000 229,399 44,785 661,697 

Company and the
Bank (principal
executive officer)

2010 252,650 - - 75,564 127,276 30,972 486,462 

Gary Kajtoch 2012 175,000 10,230 10,257 49,939 29,588 29,937 304,951 
Treasurer of the
Company

2011 170,630 9,940 10,001 38,463 33,969 29,852 292,855 

and Executive
Vice President
and CFO of the
Bank (principal
financial officer)

2010 166,800 - - 37,437 22,712 30,751 257,700 

Cynthia M. Rich
(6)

2012 118,322 9,300 9,302 - -4,536 562,517 694,905 

Former Executive
Vice

2011 154,861 9,100 9,094 34,908 62,819 25,954 296,736 

President of the
Bank and CEO of
ENL

Robert Miller, Jr.
(7)

2012 238,343 13,950 13,943 54,359 321,187 37,777 679,558 

Secretary of the
Company,

2011 232,613 13,580 13,610 52,335 354,719 48,239 715,096 

President of  TEA
and Executive
Vice President of
the Bank

2010 226,900 - - 50,926 80,341 51,735 409,902 

(1) Reflects the fair value of the awards at grant date, in accordance with FASB ASC Topic 718 for financial
statement reporting purposes.  For additional information as to the assumptions made in valuation, see Note 12 to the
financial statements filed with the SEC in the Company's Annual Report on Form 10-K for the fiscal year ended
December 31, 2012.  Amounts shown in the table are based on the Company’s accounting expense for these awards,
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and do not necessarily correspond to the actual value that may be recognized by the NEOs.

(2) The Company met its “stretch” goal for fiscal 2012 under its Evans Excels Plan, which is described above under
“Compensation Discussion and Analysis -Executive Total Compensation.” 

(3)  With respect to Mr. Miller, includes the aggregate change in the accumulated benefits under the Bank’s Defined
Benefit Pension Plan and his SERP.

(4)  With respect to Mr. Nasca, Mr. Kajtoch and Ms. Rich, includes the aggregate change in the accumulated benefits
under the Bank’s Senior Executive SERP.

(5)  For Mrs. Rich, includes a severance accrued in 2012 of $543,435 related to her termination from the Company in
August 2012, which was paid in March 2013.  Also includes 401(k) matching contributions of $15,040, $10,315,
 $7,099, and $14,301 for Mr. Nasca, Mr. Kajtoch, Ms. Rich and Mr. Miller, respectively, the economic benefit of an
endorsement split-dollar life insurance policy held by the Bank,  dividends paid on unvested restricted stock awards,
and, in the case of Mr. Miller, interest earned on his balance in the non-qualified deferred compensation plan.  Other
than the 401(k) matching contributions and Mrs. Rich’s severance, none of the other categories of compensation
exceeded $10,000 for any individual NEO.  Also includes perquisites and personal benefits consisting of an auto
allowance and club dues.

(6)  Ms. Rich was determined to be a Named Executive Officer for the first time in 2011, and therefore, her
compensation is reported only for 2012 and 2011 and not for any prior periods.  Ms. Rich’s position was eliminated
and her employment was terminated without cause on August 29, 2012.

(7)  In accordance with the terms of his employment agreement, amounts reported under “salary” for Mr. Miller includes
the “employee portion” of residual commissions earned on certain products sold through M&W Group, Inc. prior to
September 1, 2000.
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Grants of Plan-Based Awards.  The following table reflects the terms of the compensation plan-based awards granted
to Named Executive Officers in 2012.

Grants of Plan-Based Awards

Name

Grant

Date

Estimated Possible

Payouts Under Non-Equity

Incentive Plan Awards (1)

All Other

Stock Awards:

Number of
Shares of
Stock or Units

All Other

Option Awards:

Number of
Securities
Underlying
Options

Exercise

or Base

Price of

Option

Awards
(2)

Grant

Date Fair Value of
Stock and Option
Awards ($) (3)

Threshold

($)

Target

($)

Maximum

($)
David
Nasca

05/04/2012 37,500 75,000 112,500 1,310 10,380 15.50 40,546 

Gary
Kajtoch

05/04/2012 16,471 33,293 49,939 660 5,260 15.50 20,487 

Cynthia
Rich

05/04/2012 14,920 30,157 45,235 600 4,770 15.50 18,602 

Robert
Miller, Jr.

05/04/2012 22,411 45,299 67,948 900 7,150 15.50 27,893 

(1)  As discussed above under “Compensation Discussion and Analysis – Executive Total Compensation,” the stretch
targets under the Evans Excels Plan for 2012 were met.

(2) Reflects the exercise price for the options granted, which was the closing market price for the Company’s common
stock on the grant date.

(3)  Reflects full grant date fair value in accordance with FASB ASC Topic 718 of the stock and options granted.  For
additional information as to the assumptions made in valuation, see Note 12 to the financial statements filed with the
SEC in the company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012.
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The option and restricted stock awards in 2012 were granted under the Company’s 2009 Long-Term Equity Incentive
Plan.  25% of the options and restricted stock granted will vest each year on the anniversary of the grant date, subject
to acceleration of vesting upon the individual’s death, disability, retirement, or involuntary termination in connection
with a change in control.  The awards shown in the table above will be fully vested May 4, 2016.  Ms. Rich’s awards
were forfeited upon the termination of her employment.  Dividends are paid on unvested stock awards.

Employment Agreements with our NEOs

We have entered into employment contracts with our NEOs.  The material terms of those employment contracts are as
follows:

David J. Nasca - Employment Agreement, by and among Mr. Nasca, the Company and the Bank, pursuant to which
Mr. Nasca serves as the President and Chief Executive Officer of the Company and the Bank.  Subject to prior
termination, the term of Mr. Nasca's employment is for a three year term, which is renewed daily until his 62nd

birthday (October 27, 2019), at which time the contract will have a remaining and declining three year
term.  Automatic daily renewal will cease if the Bank gives Mr. Nasca written notice of non-renewal, in which case
Mr. Nasca’s employment will end 36 months after the date of the non-renewal notice, unless the parties agree to a
shorter period.  Mr. Nasca’s employment agreement provides for an initial base salary, which is adjusted annually by
the Board of Directors of Evans Bank, N.A., provided, however, that Mr. Nasca’s annual salary may not be
decreased.  Mr. Nasca is entitled to participate in all Company and Bank cash and equity incentive programs made
available to senior executives, as well as all employee benefit plans, programs, and arrangements for which he
qualifies.  He is entitled to four weeks paid vacation each year, plus five personal days and customary bank
holidays.  The Bank provides Mr. Nasca with a monthly automobile allowance of $750 and reimburses him for
reasonable club dues and certain other expenses he incurs in the performance of his duties under the agreement. 

In the event Mr. Nasca's employment is terminated:
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· by the Company or the Bank without “cause” or by Mr. Nasca for “good reason,” or under certain circumstances within
one year following a “change in control” of the Company, he will be paid three times the sum of the highest base
salary paid to him at any time under the employment agreement plus the average annual non-equity incentive bonus
paid to Mr. Nasca in the three years prior to termination.  The Company will also continue to provide amounts or
benefits payable under applicable benefit plans for 36 months;

· because of death, his estate will be paid a lump sum amount equal to two times Mr. Nasca’s then annual base salary,
as well as any amounts or benefits payable under applicable benefit plans, but subject to offset for any payment due
Mr. Nasca under any life insurance plan maintained by the Company or the Bank;

· because of “disability,” (i) Mr. Nasca will be entitled to participate in the short- and long-term disability plans and
benefits offered by the Bank to senior executives, including long-term disability income replacement benefits and
supplemental retirement benefits under a long-term disability program; and (ii) the Bank will continue to provide
Mr. Nasca with certain life and medical insurance benefits under the same cost-sharing arrangement as in effect for
active employees until Mr. Nasca’s (A) full-time employment by another employer, (B) attaining age 65, or (C)
death;

· by the Company or the Bank for “cause” or by Mr. Nasca other than for “good reason,” Mr. Nasca will not be entitled to
payment of any amounts or benefits, other than that portion of his annual salary accrued through the date of
termination and any accrued and unpaid vacation.

The Company's or the Bank's obligation to make such payments to Mr. Nasca are conditioned upon Mr. Nasca's
compliance with his obligations of confidentiality, non-competition and  non-solicitation set forth in his employment
agreement.

Gary A. Kajtoch - Employment Agreement, by and among Mr. Kajtoch, the Company and the Bank, pursuant to
which Mr. Kajtoch serves as the Chief Financial Officer and Executive Vice President of the Bank. Subject to prior
termination, the term of Mr. Kajtoch’s employment is for a three year term, which is renewed daily until his 62nd

birthday (October 3, 2028), at which time the contract will have a remaining and declining three year term.  Automatic
daily renewal will cease if the Bank gives Mr. Kajtoch written notice of non-renewal, in which case Mr. Kajtoch’s
employment will end 36 months after the date of the non-renewal notice, unless the parties agree to a shorter
period.  Mr. Kajtoch’s employment agreement provides for an initial base salary, which is adjusted annually by the
CEO or Board of Directors of Evans Bank, N.A., provided, however, that Mr. Kajtoch’s annual salary may not be
decreased.  Mr. Kajtoch is entitled to participate in all Company and Bank cash and equity incentive programs made
available to senior executives, as well as all employee benefit plans, programs, and arrangements for which he
qualifies.  He is entitled to four weeks paid vacation each year, plus five personal days and customary bank
holidays.  The Bank provides Mr. Kajtoch with a monthly automobile allowance of $750 and reimburses him for
reasonable club dues and certain other expenses he incurs in the performance of his duties under the agreement. 

In the event Mr. Kajtoch's employment is terminated:
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· by the Company or the Bank without “cause” or by Mr. Kajtoch for “good reason,” or under certain circumstances within
one year following a “change in control” of the Company, he will be paid three times the sum of the highest base
salary paid to him at any time under the employment agreement plus the average annual non-equity incentive bonus
paid to Mr. Kajtoch in the three years prior to termination.  The Company will also continue to provide amounts or
benefits payable under applicable benefit plans for 36 months;
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· because of death, his estate will be paid a lump sum amount equal to two times Mr. Kajtoch’s then annual base
salary, as well as any amounts or benefits payable under applicable benefit plans, but subject to offset for any
payments due Mr. Kajtoch under any life insurance plan maintained by the Company or the Bank;

· because of “disability,” (i) Mr. Kajtoch will be entitled to participate in the short- and long-term disability plans and
benefits offered by the Bank to senior executives, including long-term disability income replacement benefits and
supplemental retirement benefits under a long-term disability program; and (ii) the Bank will continue to provide
Mr. Kajtoch with certain life and medical insurance benefits under the same cost-sharing arrangement as in effect for
active employees until Mr. Kajtoch’s (A) full-time employment by another employer, (B) attaining age 65, or (C)
death;

· by the Company or the Bank for “cause” or by Mr. Kajtoch other than for “good reason,” Mr. Kajtoch will not be
entitled to payment of any amounts or benefits, other than that portion of his annual salary accrued through the date
of termination and any accrued and unpaid vacation.

The Company's or the Bank's obligation to make such payments to Mr. Kajtoch are conditioned upon Mr. Kajtoch’s
compliance with his obligations of confidentiality, non-competition and  non-solicitation set forth in his employment
agreement.

Cynthia M. Rich - Employment Agreement, by and among Ms. Rich, the Company and the Bank, pursuant to which
Ms. Rich formerly served as the Executive Vice President of the Bank.  Prior to the termination of her employment
effective August 29, 2012, Ms. Rich’s employment agreement provided for a three year term, renewable daily until her
62nd birthday (October 15, 2022), at which time the contract would have a remaining and declining three year
term.  Automatic daily renewal would cease if the Bank gave Ms. Rich written notice of non-renewal, in which case
Ms. Rich’s employment would end 36 months after the date of the non-renewal notice, unless the parties agree to a
shorter period.  Ms. Rich’s employment agreement provided for an initial base salary, which was adjusted annually by
the CEO or Board of Directors of the Bank, provided, however, that Ms. Rich’s annual salary may not be
decreased.  Ms. Rich was entitled to participate in all Company and Bank cash and equity incentive programs made
available to senior executives, as well as all employee benefit plans, programs, and arrangements for which she
qualified.  She was entitled to four weeks paid vacation each year, plus five personal days and customary bank
holidays.  The Bank provided Ms. Rich with a monthly automobile allowance of $750 and reimbursed her for
reasonable club dues and certain other expenses she incurred in the performance of her duties under the agreement. 

The agreement provided that, in the event Ms. Rich’s employment were terminated:

· by the Company or the Bank without “cause” or by Ms. Rich for “good reason,” or under certain circumstances within
one year following a “change in control” of the Company, she would be paid three times the sum of the highest base
salary paid to her at any time under the employment agreement plus the average annual non-equity incentive bonus
paid to Ms. Rich in the three years prior to termination.  The Company would also continue to provide amounts or
benefits payable under applicable benefit plans for 36 months;
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· because of death, her estate would be paid a lump sum amount equal to two times Ms. Rich’s then annual base salary,
as well as any amounts or benefits payable under applicable benefit plans, but subject to offset for any payments due
Ms. Rich under any life insurance plan maintained by the Company or the Bank;

33

Edgar Filing: INNOSPEC INC. - Form DEF 14A

Table of Contents 85



· because of “disability,” (i) Ms. Rich would be entitled to participate in the short- and long-term disability plans and
benefits offered by the Bank to senior executives, including long-term disability income replacement benefits and
supplemental retirement benefits under a long-term disability program; and (ii) the Bank would continue to provide
Ms. Rich with certain life and medical insurance benefits under the same cost-sharing arrangement as in effect for
active employees until Ms. Rich’s (A) full-time employment by another employer, (B) attaining age 65, or (C) death;

· by the Company or the Bank for “cause” or by Ms. Rich other than for “good reason,” Ms. Rich would not be entitled to
payment of any amounts or benefits, other than that portion of her annual salary accrued through the date of
termination and any accrued and unpaid vacation.

As indicated above, Ms. Rich’s employment with the Company terminated in August 2012, and the terms of her
severance benefits are described above under “Executive Compensation – NEO Separation.”  The Company's or the
Bank's obligation to make such payments to Ms. Rich are conditioned upon Ms. Rich’s compliance with her
obligations of confidentiality, non-competition and  non-solicitation set forth in her employment agreement.

Robert G. Miller - Employment Agreement, by and among Mr. Miller, the Company and TEA, pursuant to which Mr.
Miller serves as the President of TEA and the Executive Vice President of the Bank.  Subject to prior termination, Mr.
Miller’s employment agreement provides for a three year term with daily renewal.  On May 21, 2012, the Company
and TEA delivered a notice of non-renewal to Mr. Miller, and therefore his employment agreement is currently
scheduled to expire on May 21, 2015.  Mr. Miller’s employment agreement provides for an initial base salary, which is
adjusted annually by the CEO or Board of Directors of Evans Bank, N.A., provided, however, that Mr. Miller’s annual
salary may not be decreased.  Mr. Miller is entitled to participate in such equity programs as the Company and the
Bank make available to senior executives from time-to-time.  Additionally, the Company has agreed to use
commercially reasonable efforts to maintain a long-term health care insurance policy covering Mr. Miller and his
spouse in lieu of family health insurance provided to the Company employees generally, as long as the cost of such a
policy does not exceed the cost of the family health insurance coverage generally provided to Company
employees.  Mr. Miller will also be eligible to receive the “employee portion” of residual commissions earned on certain
products sold through M&W Group, Inc. prior to September 1, 2000, and will be eligible to receive an annual bonus
in an amount and subject to achievement of such goals and objectives as the Board of Directors may determine in its
discretion.  He is entitled to five weeks paid vacation each year, plus five personal days and customary bank
holidays.  The Bank has provided Mr. Miller with a monthly automobile allowance of $1000 in lieu of providing the
Company-owned vehicle specified in his employment agreement, and reimburses him for reasonable club dues and
certain other expenses he incurs in the performance of his duties under the agreement. 

In the event Mr. Miller’s employment is terminated:

· by the Company or TEA without “cause” or by Mr. Miller for “good reason,” or under certain circumstances within one
year following a “change in control” of the Company, he will be paid three times the sum of the highest base salary
paid to him at any time under the employment agreement plus the average annual non-equity incentive bonus paid to
Mr. Miller in the three years prior to termination.  The Company will also continue to provide amounts or benefits
payable under applicable benefit plans for 36 months;
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· because of death, his estate will be paid a lump sum amount equal to two times Mr. Miller’s then annual base salary,
as well as any amounts or benefits payable under applicable benefit plans, but subject to offset for any payment due
Mr. Miller under any life insurance plan maintained by the Company or TEA;
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· because of “disability,” (i) Mr. Miller will be entitled to participate in the short- and long-term disability plans and
benefits offered by TEA to senior executives, including long-term disability income replacement benefits and
supplemental retirement benefits under a long-term disability program; and (ii) TEA will continue to provide Mr.
Miller with certain life and medical insurance benefits under the same cost-sharing arrangement as in effect for
active employees until Mr. Miller’s (A) full-time employment by another employer, (B) attaining age 65, or (C)
death;

· by the Company or TEA for “cause” or by Mr. Miller other than for “good reason,” Mr. Miller will not be entitled to
payment of any amounts or benefits, other than that portion of his annual salary accrued through the date of
termination and any accrued and unpaid vacation.

The Company's or TEA's obligation to make such payments to Mr. Miller are conditioned upon Mr. Miller’s
compliance with his obligations of confidentiality, non-competition and non-solicitation set forth in his employment
agreement.

Potential Payments Upon Termination or Change-in-Control.  The following table shows the potential incremental
value transfer to each NEO under various termination or change-in-control scenarios as of December 31, 2012, the last
business day of fiscal 2012.  Unvested, unexercised stock options and unvested restricted stock awards are valued at
the closing market price of the Company’s common stock on that date.  The actual amounts to be paid out can only be
determined at the time of such NEO's separation from the Company.  Information for Mrs. Rich is not included in this
table because her employment with the Company was terminated during 2012.  Amounts actually paid to Mrs. Rich in
connection with the termination of her employment are described above under “Executive Compensation – NEO
Separation.”

Event David Nasca Gary
Kajtoch

Robert
Miller

Retirement or Voluntary Termination Without “Good Reason” (1) -  -  $ 126,781
Termination for “Cause” (1)  -  - $ 126,781
Termination Without “Cause” or for “Good Reason” (2) $ 1,461,825 $ 670,492 $ 1,036,839
"Change in Control" Termination (3) $ 1,798,403 $ 839,493 $ 2,177,914
Death (4) $ 1,093,732 $ 470,733 $ 1,617,906

(1) Reflects Defined Benefit Pension Plan lump sum payout. 

(2) Reflects (a) lump sum employment contract payout, (b) estimated value of healthcare benefits for 36 months, (c)
 intrinsic value of stock awards and option awards that provide for accelerated vesting upon termination for the
stated reason.    For Mr. Nasca and Mr. Kajtoch, payment also includes a lump sum SERP payout at the
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accumulated benefit obligation less 6% for each year under age 62.  Payment may be postponed for a six month
period to avoid application of Section 409A of the Internal Revenue Code.

(3) Reflects (a) lump sum employment contract payout, (b) estimated value of healthcare benefits for 36 months, (c)
SERP lump sum payout calculated as the projected benefit obligation and (d) intrinsic value of stock awards and
option awards that provide for accelerated vesting upon termination for the stated reason and Defined Benefit
Pension Plan payout.  Payment may be postponed for a six month period to avoid application of Section 409A of
the Internal Revenue Code.

(4) Reflects (a) lump sum employment contract payout, (b) estimated value of healthcare benefits for 24 months, (c)
SERP lump sum payout calculated as the accumulated benefit obligation and (d) intrinsic value of stock awards
and option awards that provide for accelerated vesting upon termination for the stated reason.  Payment may be
postponed for a six month period to avoid application of Section 409A of the Internal Revenue Code.

All post-termination payments are linked to two-year confidentiality, non-competition and non-solicitation obligations
contained in the NEOs’ employment contracts.  The events that constitute “cause,” good reason,” “disability” and “change in
control” are described in the employment contract with each NEO.  Accelerated vesting of stock options and restricted
stock awards assumes the awards are not converted into comparable awards with respect to voting securities of the
surviving or acquiring entity 
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upon a change in control of the Company, in accordance with the terms of the 2009 Long-Term Equity Incentive Plan.

Outstanding Equity Awards at Fiscal Year-End. The following table provides information about unexercised stock
options and unvested restricted stock outstanding for the Named Executive Officers as of December 31, 2012.  No
information is included in this table for Mrs. Rich because all of her outstanding equity awards were either exercised
(to the extent vested) or forfeited (to the extent unvested) in connection with the termination of her employment
during 2012.

Option Awards      Stock Awards

Name

Number
of
Securities
Underlying
Unexercised
Options
(#)
Exerciable

Number of
Securities
Underlying
Unexercised
Options (#)
Unexercisable
(1)

Option
Exercise
Price
($)

Option Expiration
Date

Number
of
Shares
or
Units
of
Stock
that
Have
Not
Vested
(#)

Market Value of Shares or Units of Stock that
Have Not Vested ($) (2)

David Nasca - 10,380 15.50 5/4/2022 1,310 20,305 
2,245 6,735 14.00 3/15/2021 1,013 15,694 
18,128 6,043 12.99 8/18/2019 688 10,656 
5,000 - 15.35 6/17/2018 - -

Gary Kajtoch - 5,260 15.50 5/4/2022 660 10,230 
1,185 3,555 14.00 3/15/2021 533 8,254 
9,180 3,060 12.99 8/18/2019 348 5,386 
3,000 - 15.35 6/17/2018 - -

Robert Miller,
Jr.

- 7,150 15.50 5/4/2022 900 13,950 

1,613 4,838 14.00 3/15/2021 728 11,276 
8,505 2,835 12.99 8/18/2019 323 4,999 
3,000 - 15.35 6/17/2018 - -
2,000 - 22.00 9/20/2015 - -
2,205 - 21.77 9/27/2014 - -
2,315 - 19.25 4/18/2013 - -

 (1)  The unexercisable options with the following expiration dates and the related restricted shares will vest as
indicated below:
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Expiration Date Vesting Schedule
8/18/2019 100% on August 18, 2013
3/15/2021 33% each on March 15 of 2013 and 2014, and 34% on March 15, 2015
5/4/2022 25% each on May 4, 2013, 2014, 2015, and 2016

(2)  The market value of stock awards were computed by multiplying the closing market price of the Company’s
common stock on December 31, 2012 by the number of shares.

Option Exercises and Stock Vested.  The following table provides information about the exercise of stock options and
vesting of restricted stock during 2012 for the Named Executive Officers.
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Option Awards Stock Awards

Name
Number of Shares Acquired
on Exercise (#)

Value Realized on
Exercise ($) (1)

Number of Shares Acquired
on Vesting (#)

Value Realized on
Vesting ($) (2)

David Nasca - - 1,025 15,510
Gary Kajtoch - - 525 7,938
Cynthia Rich 10,932 22,798 423 6,364
Robert
Miller, Jr.

- - 565 8,479

(1)  Reflects the difference between the closing market price of the Company’s common stock on the exercise date and
the exercise price for the options.

(2) Calculated by multiplying the closing market value of the Company’s common stock on the vesting date by the
number of shares vested.

Pension Benefits.  The following table sets forth the present value of the accumulated pension benefits for the Named
Executive Officers as of fiscal year-end 2012.  Information for Mrs. Rich is not included in this table because her
employment with the Company was terminated during 2012.  Accumulated benefits under the Senior Executive SERP
as of her termination date are described above under “Executive Compensation – NEO Separation.”

Name Plan Name

Number of Years
Credited Service

(#)
Present Value of Accumulated
Benefit ($) (1)

Payments During Last
Fiscal Year ($)

David J. Nasca Senior Executive
SERP

6 $
448,848 

-

Gary A.
Kajtoch

Senior Executive
SERP

5 86,269 -
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Robert G.
Miller, Jr.

SERP 12 1,102,756 -

Defined Benefit
Plan

12 126,781 -

(1)  The assumptions used to calculate the present value of accumulated benefits are set forth in Note 11 to the
Consolidated Financial Statements of the Company in its Annual Report on Form 10-K for the fiscal year ended
December 31, 2012.

The following describes the material factors necessary to understand the pension benefits that are provided to the
Named Executive Officers under the Bank's defined benefit pension and supplemental executive retirement plans.

Defined Benefit Pension Plan.  The Bank maintains a defined benefit pension plan (the “Pension Plan”) for all eligible
employees, including employees of its subsidiaries.  Mr. Miller is a participant in the Pension Plan.  Upon retirement
at age 65, vested participants are entitled to receive a monthly benefit.  The following table indicates the annual
retirement benefit that would be payable under the Pension Plan, pursuant to the amended benefit formula discussed
below, upon retirement at age 65 in fiscal year 2011, expressed in the form of a single life annuity for the average
annual earnings and years of credited service.  The benefits listed below are not subject to deduction for Social
Security or other offset amounts.

Years of Service at Normal Retirement
Final Average Compensation 10 20 30 40 
$
30,000 

$
3,000 

$
6,000 

$
9,000 

$
9,000 

$
50,000 

$
5,000 

$
10,000 

$
15,000 

$
15,000 

$
100,000 

$
10,000 

$
20,000 

$
30,000 

$
30,000 

$
150,000 

$
15,000 

$
30,000 

$
45,000 

$
45,000 

$
220,000 

$
22,000 

$
44,000 

$
66,000 

$
66,000 

Pension Benefit Formula: 1% of compensation times years of service, subject to a maximum of thirty years of
service. 

Prior to an amendment to the Pension Plan, effective May 1, 1994, the monthly benefit under the Pension Plan was
3% of average monthly compensation multiplied by years of service up to a maximum of 15 
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years of service.  In 1994, the Pension Plan was amended to change the benefit to 1% of average monthly
compensation (as defined under the Pension Plan, generally the highest five consecutive compensation years out of the
latest ten compensation years at retirement) multiplied by years of service up to a maximum of 30 years of service.

Effective January 31, 2008, the Pension Plan was frozen.  All participants vested immediately in the Pension Plan at
their then-present number of years of service, regardless of whether an employee had attained greater than five years
of service on January 31, 2008.  All benefits that eligible participants accrued in the Pension Plan prior to January 31,
2008 will be retained, but no additional benefits have accrued under the Pension Plan since that date.  Employees will
be eligible to receive accrued benefits at normal retirement age.

"Compensation" for purposes of the Pension Plan generally means the compensation reported for a participant on
Form W-2 as gross pay.  In calculating a participant's benefit, annual compensation in excess of a limit set annually by
the Secretary of the Treasury of the United States may not be considered.  That limit (the "IRS Compensation Limit")
was $230,000 for 2008, the final year of the Pension Plan.  In addition, benefits provided under the Pension Plan may
not exceed a benefit limit under the Internal Revenue Code (which was $185,000 payable as a single life annuity
beginning at normal retirement age in 2008).  The "Social Security Wage Base" is the maximum amount of annual
earnings or wages that is subject to the old age, survivors and disability insurance taxes that is in effect under the
Social Security Act at the beginning of the plan year.

A participant is eligible for early retirement under the Pension Plan if the participant retires before normal retirement
age but after attaining age 59 and completing 5 years of service.  An early retirement benefit is reduced 1/15th per
year for each year that the benefit commences prior to normal retirement age.  Mr. Miller was not eligible for early
retirement.  Messrs. Nasca, Kajtoch and Ms. Rich are not participants in the Pension Plan.

Benefits under the Pension Plan are paid over the lifetime of the participant or the lifetimes of the participant and a
beneficiary, as elected by the participant.  If the participant is married on the date payments are to begin under the
Pension Plan, payment will be in the form of a joint and 50% survivor annuity with the spouse as beneficiary, unless
the participant elects another form of payment with the consent of the spouse.  If benefits are paid in a form in which a
benefit is to be paid to a beneficiary after the death of the participant, benefits are reduced from the amount payable as
a lifetime benefit solely to the participant in accordance with the actuarial factors that apply to all participants in the
Pension Plan.  The Pension Plan generally does not make distributions in the form of a one-time lump sum
payment.  A participant's benefit is payable as an annuity with monthly benefit payments, unless the present value of
the normal retirement benefit is less than $5,000.

Benefits under the Pension Plan are funded by an irrevocable, tax-exempt trust.  The Pension Plan benefits of all
participants, including those benefits of NEOs, are payable from the assets held by the tax-exempt trust.
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Supplemental Executive Retirement Plans.  The Bank maintains a SERP in which Mr. Miller is a participant.  The
SERP is available to executives deemed eligible by the Committee in its sole discretion.  Under the SERP, Mr. Miller
is entitled to an annual benefit payment equal to 70% of his final average earnings (defined as salary and annual
short-term cash incentive bonus, including the amount of any salary deferrals into the Company’s 401(k) and employee
benefit plans), currently defined as the highest average of five consecutive years out of the last ten worked, reduced by
50% of his annual Social Security benefit, the amount of his annual benefit under the Pension Plan, and the value of
his annual benefit attributable to employer matching contributions to the Bank’s 401(k) plan, at or after attaining age
65.  There are provisions for reduced early retirement benefits after attaining age 60 but prior to age 65, provided,
however, that such benefits are reduced by 2% for each year by which the participant's age and years of service are
less than 75.  Mr. Miller is not currently eligible for early retirement under the SERP.  Benefits are also payable upon
separation from service after a change in control, regardless of the
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participant’s age.  Upon a participant’s entitlement to a benefit under the SERP, his benefit shall be paid in the form of
either (i) a single life annuity with 15 payments guaranteed for Mr. Miller, or (ii) a lump sum payment which is
actuarially equivalent to the annuity form of payment described in clause (i).  The SERP also allows for payment of
such benefit to a designated beneficiary upon the death of the employee and for earlier payment due to disability. 

Messrs. Nasca and Kajtoch are participants in the Senior Executive SERP.  Ms. Rich also participated in the Senior
Executive SERP prior to her termination in August 2012.  The Senior Executive SERP is available to senior
executives deemed eligible by the Committee in its sole discretion.  A participant is generally entitled to receive a
benefit under the Senior Executive SERP upon a termination of employment, other than for “cause,” after the participant
has completed 10 full calendar years of service with the Bank.  No benefit is payable under the Senior Executive
SERP if the participant’s employment is terminated for “cause” or if the participant voluntarily terminates before
completing 10 full calendar years of service with the Bank.   In addition, the payment of benefits under the Senior
Executive SERP is conditioned upon certain agreements of the participant related to confidentiality, cooperation,
non-competition, and non-solicitation.

A participant will be entitled to a retirement benefit under the Senior Executive SERP if his or her employment with
the Bank terminates other than for “cause” on or after the date the participant attains age 65.  The “accrued benefit” is
based on a percentage of the participant’s final average earnings (defined as salary and annual short-term cash
incentive bonus, including the amount of any salary deferrals into the Company’s 401(k) and employee benefit plans),
which is determined based upon the participant’s total annual compensation over the highest consecutive five calendar
years of the participant’s employment with the Bank, accrued over the participant’s “required benefit service”.  Mr.
Nasca’s benefit percentage is 35% and his required benefit service is 15 years.  The benefit percentage for Mr. Kajtoch,
and for Ms. Rich prior to her termination, is 25%, and the required benefit service for each of Mr. Kajtoch and Ms.
Rich is 20 years.  A reduced early retirement benefit may be payable if the participant terminates before attaining age
62 (other than by reason of death of “disability” or following a “change in control”).  The benefit is calculated in the same
manner as the standard retirement benefit, but is reduced by 6% for each full calendar year prior to age 62 that the
benefit is paid (e.g., reduced by 12% if the participant retires at age 60).  Messrs. Nasca and Kajtoch are not currently
eligible for early retirement under the Senior Executive SERP.

Upon a participant’s death while employed by the Bank, the participant’s designated beneficiary will be entitled to a
cash lump sum equal to the present value of the participant’s “accrued benefit”, without any reduction for early
retirement.  If a participant’s employment with the Bank terminates by reason of “disability”, the participant is entitled to
a benefit to be calculated as if he or she had attained age 65 immediately before the disability and assuming his or her
base salary had increased 3% each calendar year, then discounted to the lump sum present value as of the date of
disability, and paid as a cash lump sum.  If a participant’s employment is terminated without “cause” or the participant
terminates with “good reason” (as defined in Internal Revenue Code Section 409A) within 24 months following a
“change in control”, the participant is entitled to a benefit to be calculated as if he or she had attained age 65
immediately before termination and assuming his or her base salary had increased 3% each calendar year, then
discounted to the lump sum present value and paid as a cash lump sum.

Executive Life Insurance Plan.  The Company provides an endorsement split-dollar benefit to certain officers and
directors in connection with bank-owned life insurance maintained by the Bank.  This benefit does not carry into
retirement.  The benefit for all non-employee directors is in the amount of $200,000.  The amount of the benefit for
NEOs is 2.0 times base salary.  For 2012, the amount of the benefits for each of Messrs. Nasca, Kajtoch and Mr.
Miller is $540,000, $341,900, and $465,200, respectively, and the amount of the benefit for Ms. Rich prior to her
termination was $310,300.  The participant annually pays income tax on the imputed value of annual term life
insurance premiums.
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Employee Savings Plan.  The Bank also maintains a 401(k) salary deferral plan to assist employees, including
employees of its subsidiaries, in saving for retirement.  All employees are eligible to participate
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on the first of the month following date of hire.  Eligible employees can contribute up to the maximum amount
allowable under the Internal Revenue Code. 

For 2012, all employees, including the NEOs, received a 100% match from the Company on contributions up to 6% of
base salary.  Employees are fully vested in these employer contributions after two years of service; additional
employer matching contributions, if any, vest over six years, at the rate of 1/5 per year starting at the end of the
employee’s second year of service.  Matching contributions credited to the accounts of NEOs are included in the
“Summary Compensation Table,” above, under “All Other Compensation.”

Individual account earnings will depend on the performance of the particular funds in which the participant
invests.  Specific guidelines govern adjustments to contribution levels, investment decisions and withdrawals from the
plan.  The benefit is paid as an annuity unless the employee elects one of the optional forms of payment available
under the plan.

Non-Qualified Deferred Compensation.  The following table sets forth information for the Non-Qualified Deferred
Compensation Plan for fiscal 2012:

Name

Executive Contributions in Last
Fiscal Year

($)

Aggregate Earnings in Last
Fiscal Year

($)

Aggregate

Balance at Last Fiscal Year
End

($)
Robert G. Miller,
Jr.

4,767 2,130 52,256 
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Mr. Miller’s contributions were reported as compensation for fiscal 2012 in the Summary Compensation Table, above,
and amounts reported in the “Aggregate Balance at Last Fiscal Year End” column of this table were reported as
compensation to Mr. Miller in the Company’s Summary Compensation Tables for previous fiscal years.

The Company's Non-Qualified Deferred Compensation Plan allows NEOs to elect to defer 1% to 100% of their base
salary until retirement or termination of service. The Company credits such deferrals with interest equal to 1% over
the prime rate as of each January 1st. 

NEOs are immediately 100% vested in their account balance under the Non-Qualified Deferred Compensation Plan,
including credited interest.  NEOs may choose from a  5, 10 or 15 year payment plan or lump sum payment option.
 To date, only Mr. Miller has elected to participate in the Company’s Non-Qualified Deferred Compensation Plan.

TRANSACTIONS WITH RELATED PERSONS

The Company's written policies and procedures with respect to transactions with related persons require the review
and approval or ratification by the Audit Committee for any transaction in which the Company will be a participant
and any related person has or will have a material interest (direct or indirect), other than transactions involving less
than $5,000 when aggregated with all similar transactions.  Related persons include the Company's directors, director
nominees and executive officers and their immediate family members, as well as persons owning more than 5% of the
Company's common stock and any immediate family member of such shareholder.

Under the Company's Related Person Transaction Policy, a related person transaction may be consummated or
continue if the Audit Committee has approved or ratified the transaction in accordance with the following guidelines:
in considering whether to approve or ratify related person transactions, the Audit Committee will take into account,
among other factors, (i) whether the related person transaction is on terms comparable to those that could be obtained
in arm's length dealings with an unrelated third party; (ii) whether the related person transaction has been reviewed
and approved by the Company's subsidiary banking institution in accordance with Federal Reserve Regulation O and
the process and procedure
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established by such subsidiary banking institution to ensure compliance with Regulation O; (iii) whether the related
person transaction is approved by the disinterested members of the Board of Directors; and (iv) whether the related
person transaction involves compensation approved by the Company's Human Resource and Compensation
Committee.

The Audit Committee meets annually with management to discuss and review related person transactions for that
calendar year, including the proposed aggregate value of such transactions.  After review and discussion, the Audit
Committee will determine, based on the above guidelines, whether to approve or ratify each related person
transaction, and at each subsequently scheduled meeting, management will update the Audit Committee, as necessary,
as to any material change to previously approved related person transactions and any proposed related person
transactions.

In the event that a related person transaction is proposed during the interim period between regularly scheduled Audit
Committee meetings, the transaction may be presented to the Audit Committee by management for approval or
preliminarily entered into by management subject to ratification by the Audit Committee in accordance with the above
guidelines; provided that if ratification is not forthcoming, management will make all reasonable efforts to cancel or
annul the transaction.

The Company has engaged Brown Security Solutions to perform services related to automated teller machines and
security cameras at various Company properties.  Brown Security Solutions is wholly owned by the son-in-law of
Kenneth C. Kirst, a director of the Company.  The total amount of payments in 2012 and 2011 was $147,516 and
$17,830, respectively.  Mr. Kirst has no direct or indirect financial interest in these transactions.    The Company does
not expect payments to Brown Security Solutions during 2013 to exceed $120,000.

The Bank has had, and in the future expects to have, banking and fiduciary transactions with directors and executive
officers of the Company and some of their affiliates.  All such transactions have been in the ordinary course of
business and on substantially the same terms (including interest rates and collateral on loans) as those prevailing at the
time for comparable transactions with unrelated third parties, and do not involve more than a normal risk of
collectivity or present other unfavorable features.

AUDIT COMMITTEE REPORT

The information contained in this Audit Committee Report shall not be deemed to be “soliciting material” or “filed” or
incorporated by reference in future filings with the SEC, or subject to the liabilities of Section 18 of the Exchange Act,
except to the extent that the Company specifically incorporates it by reference into a document filed under the
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Securities Act of 1933 or the Exchange Act.

The Audit Committee has reviewed and discussed with the Company’s management and KPMG LLP, the Company’s
independent registered public accounting firm, the audited consolidated financial statements of the Company
contained in the Company’s Annual Report on Form 10-K for the 2012 fiscal year.  The Audit Committee has also
discussed with KPMG LLP the matters required to be discussed by the Statement on Auditing Standards No. 61, as
amended, as adopted by the Public Company Accounting Oversight Board in Rule 3200T.

The Audit Committee has received and reviewed the written disclosures and the letter from KPMG LLP required by
applicable requirements of the Public Company Accounting Oversight Board regarding KPMG LLP’s communications
with the Audit Committee concerning independence,  and has discussed with KPMG LLP its independence from the
Company.
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Based on the review and discussions referred to above, the Audit Committee recommended to the Board of Directors
that the audited consolidated financial statements be included in the Company’s Annual Report on Form 10-K for its
2012 fiscal year for filing with the SEC.

Submitted by the Audit Committee,

Michael J. Rogers, Chairman

James E. Biddle, Jr.

John R. O’Brien

Lee C. Wortham

INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board of Directors has appointed KPMG LLP to continue as the Company’s independent
registered public accounting firm and to conduct the audit of the Company’s consolidated financial statements for the
year ending December 31, 2013.  Representatives of KPMG LLP will be present at the Annual Meeting to respond to
appropriate questions that may be raised, and they will have the opportunity to make a statement, if they so desire. 

Fees Billed by KPMG LLP. The following table shows the fees that KPMG LLP billed the Company for audit and
other services provided for fiscal years 2012 and 2011.  Audit fees consist of professional services rendered for the
audit of the Company's annual consolidated financial statements and internal control over financial reporting, review
of the Company's financial statements included in the Company's quarterly reports on Form 10-Q, and services that
are normally provided by KPMG LLP in connection with statutory and regulatory filings, including SEC filings or
engagements for fiscal years 2012 and 2011.   The year-over-year difference in audit fees related to fees for work
performed in connection with the Company’s conversion to a new general ledger system in 2012.  Audit-related fees
consist of work performed by KPMG in connection with the Bank’s loss share agreement with the FDIC for its 2009
purchase of Waterford Village Bank.

2012 2011
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Audit Fees $
256,000 

$
192,000 

Audit-Related Fees 7,000 12,000 
Tax Fees - -
All Other Fees - -
Total $

263,000 
$
204,000 

All fees listed in the table above were pre-approved by the Company's Audit Committee under the pre-approval policy
described below.

The Audit Committee has considered whether the provision of non-audit services is compatible with maintaining the
principal accountant's independence and has concluded that such services did not impair KPMG LLP's independence.

The Audit Committee's pre-approval policy details the types of audit, audit-related, tax and other services that have
the general pre-approval of the Audit Committee, and the cost limits for those services.  Unless a type of service to be
provided by the independent auditors has received general pre-approval, it requires specific pre-approval by the Audit
Committee.  Also, any proposed services exceeding pre-approved cost levels require specific pre-approval by the
Audit Committee.
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PROPOSAL II – APPROVAL OF THE 2013 EMPLOYEE STOCK PURCHASE PLAN

Summary of the Proposal 

The Board of Directors is proposing that the Company’s shareholders adopt the Evans Bancorp, Inc. 2013 Employee
Stock Purchase Plan (the “2013 Purchase Plan”). If approved by the shareholders, 170,000 shares of the Company’s
common stock would be available for issuance under the 2013 Purchase Plan.  The Board of Directors of the
Company approved the 2013 Purchase Plan on February 19, 2013, subject to shareholder approval.

Background

The Company’s existing plan, the Evans Bancorp, Inc. Employee Stock Purchase Plan (the “2003 Purchase Plan”), was
approved by the Company’s shareholders in 2003.  By its terms, the 2003 Purchase Plan is due to expire on July 1,
2013.  The proposed 2013 Purchase Plan is in substantially the same form as the 2003 Purchase Plan.  To date, the
Company has issued a total of 133,043 shares of common stock under the 2003 Purchase Plan, and 81,405 shares
remain available for issuance thereunder.  If the 2013 Purchase Plan is approved by shareholders,  the Company plans
to roll forward 70,000 shares that remain unissued under the 2003 Purchase Plan and add to those shares 100,000
newly-authorized shares, so that a total of 170,000 shares will be available for issuance under the 2013 Purchase
Plan.  The Company will cease issuing shares under the 2003 Purchase Plan upon its expiration on July 1, 2013. 

Summary of the Provisions of the 2013 Purchase Plan

The following is a summary of the principal features of the 2013 Purchase Plan.  A copy of the proposed 2013
Purchase Plan is included as Appendix A to this Proxy Statement.

Purpose of the Plan.  The purpose of the 2013 Purchase Plan is to encourage employee stock ownership by giving
eligible employees an opportunity to acquire shares through payroll deductions and to continue to promote the
Company’s best interests and enhance its long-term performance.

Shares Available.  If approved by the Company’s shareholders, the 2013 Purchase Plan will permit the Company to
offer up to 181,405 shares of common stock, although the number of shares issuable under the 2013 Purchase Plan
and the terms of the purchase rights, or “options,” are subject to adjustment in the event of mergers, consolidations,
stock dividends, stock splits, reverse stock splits or other changes in the Company’s outstanding common stock, in
accordance with the terms of the 2013 Purchase Plan.  The shares may be authorized and unissued shares, treasury
shares or shares purchased on the open market or by private purchase.

The 2003 Purchase Plan, as amended at the 2011 Annual Meeting of Shareholders, authorized the issuance of a total
of 200,000 shares of the Company’s common stock.  Of those 200,000 shares, 133,043 shares have been sold to
employees under the 2003 Purchase Plan. 

Eligibility.  All employees of the Company or its designated subsidiaries who have been employed at least one year,
except for employees whose customary employment is for not more than five months in any calendar year, will be
eligible to participate in the 2013 Purchase Plan.  As of December 31, 2012, approximately 204 employees were
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eligible to participate in the 2013 Purchase Plan.  This number may change from time to time.

Administration; Amendment; Termination.  The 2013 Purchase Plan will be administered by the Board, or, upon its
delegation, by the Human Resource and Compensation Committee of the Board.  (For the purposes of this summary,
references to the “Committee” include both the Human Resource and Compensation Committee and the Board.)  The
Committee may appoint one or more agents to assist in
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the administration of the 2013 Purchase Plan and may delegate all or part of its responsibilities or powers as it
considers appropriate.  The Committee’s interpretation and construction of the 2013 Purchase Plan will be final and
conclusive.

The Committee has full authority to take any action with respect to the 2013 Purchase Plan, including, without
limitation, the authority to: (i) establish, amend and rescind rules and regulations for the administration of the 2013
Purchase Plan; (ii) prescribe the form or forms of any agreements or other instruments used in connection with the
2013 Purchase Plan; (iii) determine the terms and provisions of the options granted under the 2013 Purchase Plan; and
(iv) construe and interpret the 2013 Purchase Plan, options, the rules and regulations, and the agreements or other
written instruments, and to make all other determinations deemed necessary or advisable for administering the 2013
Purchase Plan.

The 2013 Purchase Plan and any options granted thereunder may be amended or terminated at any time by the Board,
subject to the following: (i) shareholder approval is required of any amendment to the extent required under Section
423 of the Internal Revenue Code (the “Code”) or other applicable law or rule; and (ii) no amendment may materially
and adversely affect any outstanding option without the participant’s consent (except to the extent otherwise provided
in the 2013 Purchase Plan).

Operation of the 2013 Purchase Plan.  Pursuant to the 2013 Purchase Plan, employees of the Company and its
subsidiaries may acquire stock ownership interests in the Company by payroll deduction. 

The Company grants options on January 1 and July 1 of each year (or on such other date(s) as the Committee may
designate).  Each purchase period lasts for six months, ending on the June 30 or December 31 immediately following
the grant of options (or on such other date(s) as the Committee may designate).  Options granted under the 2013
Purchase Plan are not transferable.

Each eligible employee who has elected to participate in the 2013 Purchase Plan is entitled on the purchase date (the
last business day of the purchase period) to purchase shares of the Company’s common stock at an option price equal
to the lesser of 85% of the fair market value of the Company’s common stock on the date of grant or 85% of the fair
market value on the date of exercise.

Payment for shares of common stock purchased under the 2013 Purchase Plan will be made by authorized payroll
deductions from a participant’s compensation or by other methods authorized by the Committee.  “Compensation”
generally means a participant’s regular base pay (including commissions, overtime pay and shift premiums, but
excluding incentive compensation, incentive payments, bonuses and other similar compensation), as determined as of
each pay day (or such other date(s) as the Committee may designate).

An eligible employee who elects to participate in the 2013 Purchase Plan designates a stated whole percentage
between 1% and 15% of compensation to be credited to the participant’s account under the 2013 Purchase Plan.  On
the offer date for each purchase period, a participant is granted an option to purchase such number of shares as is
determined by dividing the amount of the participant’s payroll deductions which had accumulated on the purchase date
by the applicable option price.  A participant may elect to suspend his or her payroll contributions or withdraw all (but
not less than all) of his or her payroll deductions and shares credited to his or her account during the purchase period
in accordance with the terms of the Purchase Plan.  If a participant’s employment with the Company terminates for any
reason (or if the participant ceases to be an eligible employee under the 2013 Purchase Plan), his or her participation
in the 2013 Purchase Plan will terminate and all remaining payroll deductions and shares held in his or her account
will be delivered to him or her.  Unless a participant withdraws or suspends participation in the 2013 Purchase Plan or
terminates employment before the purchase date in accordance with the terms of the 2013 Purchase Plan, the option
will be exercised automatically for the purchase of the full number of shares subject to the option.
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The Company maintains an account for each participant to reflect the shares of common stock purchased under the
2013 Purchase Plan by each participant.  No participant will be granted an option to purchase common stock under the
2013 Purchase Plan if (i) immediately after the grant, the participant would own
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stock or options to purchase stock possessing 5% or more of the total combined voting power of the Company’s stock;
or (ii) the participant’s right to purchase stock under the Purchase Plan would accrue at a rate exceeding $25,000 in fair
market value for each calendar year during which the option is outstanding.  Additional restrictions may apply to the
purchase of shares based on the terms of the 2013 Purchase Plan and Section 423 of the Code.

The Company may use funds received from the sale of common stock under the 2013 Purchase Plan for any corporate
purpose.  No interest will accrue on payroll deductions held under the 2013 Purchase Plan.  A participant will not have
any rights as a shareholder unless and until shares are actually issued or credited to the participant’s account on or after
the purchase date. 

Effective Date; Term.  The 2013 Purchase Plan will become effective upon approval by the Company’s shareholders,
and will expire on December 31, 2023 unless terminated earlier in accordance with the terms of the 2013 Purchase
Plan.

Merger or Sale of the Company.  In the event of a merger or proposed sale of all or substantially all of the assets of the
Company, outstanding options will be assumed or substituted by the successor company, but if the successor company
refuses to do so, each participant will have the right to exercise in full his or her option to purchase shares to the extent
of his or her accrued payroll deductions to date.

Summary of Federal Income Tax Consequences of the 2013 Purchase Plan

The following summary is intended only as a general guide as to the United States federal income tax consequences,
under current law, of participation in the 2013 Purchase Plan, and does not attempt to describe all possible federal or
other tax consequences of such participation or tax consequences based on particular circumstances.

The 2013 Purchase Plan is not qualified under Section 401 of the Code, but is intended to qualify as an “employee
stock purchase plan” within the meaning of Section 423 of the Code.  A participant will not have income upon
enrolling in the 2013 Purchase Plan or upon purchasing stock at the end of a purchase period.

A participant may have both ordinary income and a capital gain or loss upon the sale of stock that was acquired under
the 2013 Purchase Plan.  The amount of each type of income and loss will depend on when the participant sells the
stock.

If the participant sells the stock at a profit (the sales proceeds exceed the option price) more than two years after the
commencement of the offering during which the stock was purchased and more than one year after the date on which
the participant purchased the stock, the gain is taxed in two parts.  The discount the participant received when he or
she bought the shares is generally considered additional compensation that is taxable as ordinary income.  Any
additional gain – beyond the discount – will be taxed as a long-term capital gain.  The Company will not be entitled to a
deduction from income related to the income reported by the participant. 

If the participant sells the stock before satisfying these waiting periods, then he or she will have engaged in a
“disqualifying disposition”.  Upon a disqualifying disposition, the participant will have ordinary income equal to the
difference between the fair market value of the stock on the purchase date and the option price.  The participant also
will have a capital gain or loss equal to the difference between the sales proceeds and the value of the stock on the
purchase date.  The Company will be entitled to a deduction from income in an amount equal to the ordinary income
reported by the employee arising from a disqualifying disposition. Any such deduction will be subject to Section
162(m) of the Code.
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The discussion above is only a summary of federal (and not state and local) income consequences to the Company and
participating employees.  The provisions of the Code and regulations thereunder relating to these matters are
complicated, and their impact in any one case may depend upon the particular
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circumstances.

New Plan Benefits

The benefits to be received by the Company’s executive officers and employees under the 2013 Purchase Plan are not
determinable because, under the terms of the 2013 Purchase Plan, the amounts of future stock purchases are based on
elections made by participants.  Future purchase prices are not determinable because they are based on the fair market
value of the Company’s common stock.  No purchase rights have been granted, and no shares have been issued, under
the 2013 Purchase Plan.  For information as to shares purchased under the 2003 Purchase Plan during fiscal 2012, see
Note 12 to the Company’s audited financial statements filed included in the Company’s Annual Report on Form 10-K
for the fiscal year ended December 31, 2012.

Vote Required and Recommendation of the Board

Approval of the 2013 Purchase Plan requires the affirmative vote of the holders of a majority of the votes cast at the
Annual Meeting.

The Board of Directors believes that approval of the 2013 Purchase Plan is in the best interests of Evans Bancorp and
its shareholders because the availability of an adequate reserve of shares under an employee stock purchase plan is an
important factor in attracting, motivating and retaining qualified officers and employees essential to our success and in
aligning their long-term interests with those of the Company’s shareholders. 

Unless authority to so vote is withheld, the persons named in the proxy card intend to vote shares as to which proxies
are received FOR approval of the Evans Bancorp, Inc. 2013 Employee Stock Purchase Plan.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE “FOR” APPROVAL OF THE EVANS
BANCORP, INC. 2013 EMPLOYEE STOCK PURCHASE PLAN.

PROPOSAL III – CONSIDERATION OF AN ADVISORY VOTE ON THE COMPENSATION PAID TO THE
COMPANY’S NAMED EXECUTIVE OFFICERS

General

In accordance with Section 14A of the Securities Exchange Act of 1934, as amended, the Company is requesting
shareholder approval of a non-binding advisory resolution approving the compensation paid to the executive officers
named in the Summary Compensation Table included in this proxy statement (the “Named Executive Officers” or
“NEOs”) as disclosed pursuant to the SEC’s executive compensation disclosure rules, including the “Compensation
Discussion and Analysis”, compensation tables and narrative discussion provided in this proxy statement under the
caption “Executive Compensation,” above.  In addition, Proposal IV below is a non-binding, advisory vote regarding the
frequency with which the Company will conduct this non-binding, advisory vote on executive compensation.

The Board of Directors requests that shareholders approve the following advisory resolution:
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RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed pursuant to Item
402 of Regulation S-K, including the Compensation Discussion and Analysis, compensation tables and narrative
discussion, is hereby APPROVED.

The Company believes that its compensation policies and procedures are effective in achieving the Company’s goals of
rewarding sustained financial and operating performance and leadership excellence,
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aligning the executives’ long-term interests with those of the Company’s shareholders, and motivating the executives to
remain with the Company for long and productive careers.  These policies and procedures are described above under
the section “Executive Compensation”.  The Human Resource and Compensation Committee of the Board of Directors,
composed entirely of independent directors, in consultation with consultants from time to time, oversees the
Company’s compensation programs and monitors policies to ensure that those policies are appropriate.

The Company urges shareholders to read the section entitled “Executive Compensation”, above, including the
“Compensation Discussion and Analysis”, the 2012 Summary Compensation Table and related tables, and the narrative
included within that section, which provide detailed information on the Company’s compensation policies and
practices and the compensation of the Named Executive Officers.  As discussed in greater detail in that section, the
Company’s executive compensation program consists of five principal components: (1) cash base salary, (2) annual
cash incentive compensation, (3) long-term equity incentive compensation, (4) benefits under a supplemental
executive retirement plan, or SERP, and (5) qualified 401(k) and non-qualified deferred compensation plans.  The
Company believes that it has established reasonable base salaries as well as total compensation for its executive
officers based on internal comparability and external market data, as well as individual responsibilities and
performance.  The Company further believes that the cash bonuses paid under its annual incentive plan should and do
reward the Named Executive Officers for Company and individual performance, encourage effective short-term
performance while balancing that approach with a long-term focus, provide retentive value, and provide a significant
portion of total compensation opportunity that is at risk.  Finally, the Company believes that awards granted under its
long-term equity incentive plan give the Named Executive Officers a meaningful equity stake in the Company’s
business and encourage performance by the Named Executive Officers that increases long-term shareholder return,
and also serve, together with the SERPs and deferred compensation plans offered by the Company, as an effective tool
in attracting and retaining experienced and skilled executive officers.  The perquisites and personal benefits paid to the
NEOs are minimal.

Non-Binding Resolution

This advisory resolution, commonly referred to as a “say-on-pay” resolution, is not binding on the Company, the Board
of Directors or the Human Resource and Compensation Committee of the Board of Directors, and may not be
construed as overruling any decision made by the Board.  However, the Board and the Human Resource and
Compensation Committee will take the voting results into account when evaluating the Company’s executive
compensation program and considering future compensation arrangements.

Required Vote

The affirmative vote of the holders of a majority of the votes cast is needed to approve the non-binding resolution
approving the compensation paid to the NEOs.  Under New York law, abstentions and broker non-votes will have no
effect on the outcome of the vote.

Unless authority to so vote is withheld, the persons named in the proxy card intend to vote shares as to which proxies
are received FOR approval of the non-binding resolution approving the compensation paid to the Named Executive
Officers.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT SHAREHOLDERS VOTE “FOR” THE
APPROVAL OF THE COMPENSATION PAID TO THE COMPANY’S NAMED EXECUTIVE OFFICERS.
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PROPOSAL IV – SELECTION OF THE FREQUENCY OF FUTURE ADVISORY VOTES ON NAMED
EXECUTIVE OFFICER COMPENSATION

General

In Proposal III above, the Company is asking shareholders to vote on an advisory resolution on executive
compensation (the “say-on-pay” vote).  Pursuant to Section 14A of the Exchange Act, in this Proposal IV the Company
is asking shareholders to vote on whether future say-on-pay votes should occur every year, every two years or every
three years.  You also may abstain from voting.  Shareholders will have an opportunity to cast an advisory vote on the
frequency of future say-on-pay votes at least every six years.

The Board of Directors understands that there are different views as to what is an appropriate frequency for advisory
votes on Named Executive Officer compensation.  After careful consideration, the Board is recommending that future
say-on-pay votes occur every year.  The Company believes that this frequency is appropriate because annual votes
provide management and the Human Resources and Compensation Committee (the “Committee”) with closer to
real-time and more direct feedback on the Company’s current compensation practices, and should better allow
management and the Committee to measure how they have responded to the prior year’s vote.

Non-Binding Resolution

This advisory vote is not binding on the Company, the Board of Directors or the Committee, and may not be
construed as overruling any decision made by the Board.  However, the Board and the Committee will consider the
voting results on this proposal in determining the frequency of future say-on-pay votes.

Required Vote

Shareholders will be able to specify one of four choices for this proposal on the proxy card: every year, every two
years, every three years, or abstain.  The outcome of this vote will be determined by a plurality of the votes cast.  This
means that the frequency that receives the most affirmative votes will be the frequency approved by the Company’s
shareholders.

Unless authority to so vote is withheld, the persons named in the proxy card intend to vote shares as to which proxies
are received in favor of conducting an advisory vote on executive compensation EVERY YEAR. 

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT THE SHAREHOLDERS VOTE FOR
CONDUCTING AN ADVISORY VOTE ON EXECUTIVE COMPENSATION EVERY “ONE YEAR.”

PROPOSAL V – RATIFICATION OF THE APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM
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The Company is asking shareholders to ratify the appointment of KPMG LLP (“KPMG”) as our independent registered
public accounting firm for our current fiscal year.  Our 2013 fiscal year began on January 1, 2013  and will end on
December 31, 2013.  Although ratification is not legally required, the Company is submitting the appointment of
KPMG to our shareholders for ratification in the interest of good corporate governance.  In the event that this
appointment is not ratified, the Audit Committee of the Board will reconsider the appointment, but may still engage
KPMG as our independent registered public accounting firm.
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The Audit Committee appoints the independent registered public accounting firm annually.  Before appointing KPMG
as our independent registered public accounting firm for fiscal 2012, the Audit Committee carefully considered the
firm’s qualifications and performance during fiscal 2011, as well as the fees paid to KPMG for

such services.  In its review of non-audit service fees and its appointment of KPMG as Evans Bancorp, Inc.’s
independent registered public accounting firm, the Audit Committee considered whether the provision of such
services was compatible with maintaining KPMG’s independence.

Representatives of KPMG will be present at the Annual Meeting.  They will be given an opportunity to make a
statement if they desire to do so and will be available to respond to appropriate questions.

Unless authority to so vote is withheld, the persons named in the proxy card intend to vote shares as to which proxies
are received FOR ratification of the appointment of KPMG LLP as to the Company’s independent registered public
accounting firm for fiscal 2013.

THE COMPANY’S BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” RATIFICATION OF THE
APPOINTMENT OF KPMG LLP AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING
FIRM FOR FISCAL 2013.

OTHER MATTERS

The cost of solicitation of proxies will be borne by the Company.  Solicitation other than by mail may be made by
directors, officers or by regular employees of the Company, who will receive no additional compensation therefor, by
personal or telephone solicitation, the cost of which is expected to be nominal.

The Board of Directors knows of no other matters to be presented for shareholder action at the Annual Meeting, other
than the election of directors, the adoption of the 2013 Employee Stock Purchase Plan, the advisory vote on the
compensation paid to NEOs, the frequency of future advisory votes on NEO compensation, and the ratification of the
appointment of KPMG LLP as the Company’s registered public accounting firm.  However, if other matters do
properly come before the Annual Meeting or any adjournments thereof, the Board of Directors intends that the
persons named in the proxies will vote upon such matters in accordance with their best judgment.
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SHAREHOLDER PROPOSALS FOR 2014

ANNUAL MEETING OF SHAREHOLDERS

Requirements for Shareholder Proposals to be Considered for Inclusion in the Company’s Proxy Materials. 
Shareholders of the Company may submit proposals on matters appropriate for shareholder action at meetings of
shareholders in accordance with Rule 14a-8(e) promulgated under the Exchange Act.  For such proposals to be
included in the Company’s proxy materials relating to its 2014 Annual Meeting of Shareholders, all applicable
requirements of Rule 14a-8 must be satisfied and such proposals must be received by the Company no later than
November 21, 2013.  Such proposals should be delivered to the Secretary, Evans Bancorp, Inc., 14-16 North Main
Street, Angola, New York 14006.

Requirements for Shareholder Proposals to be Brought Before the Annual Meeting.  Except in the case of proposals
made in accordance with Rule 14a-8(e) and for shareholder nominations to the Board of Directors which are governed
by the procedures for director nominations by shareholders contained in the Company’s  bylaws,  described above
under “Board of Director Committees – Nominating Committee,” for proposals to be considered at an Annual Meeting,
the shareholder must have given timely notice thereof in writing to the Secretary of the Company not less than 45 days
prior to the anniversary of the date on which the Company first sent its proxy materials for its immediately preceding
annual meeting of shareholders.  To be timely for the 2014 Annual Meeting, a shareholder’s notice must be delivered
to or mailed and received by the Secretary of the Company at the principal executive offices of the Company by
February 4, 2014.  A shareholder’s notice to the Secretary must set forth, as to each matter the shareholder proposes to
bring before the Annual Meeting, the information required by the Company’s bylaws.

A copy of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012 (without
exhibits) is being distributed with this Proxy Statement.  The Annual Report on Form 10-K is also available, without
charge, by writing or telephoning Kimberly Stehlar, Evans Bancorp, Inc., One Grimsby Drive, Hamburg, NY 14075,
(716) 926-2000.  In addition, the Annual Report on Form 10-K (with exhibits) is available at the SEC’s website
(www.sec.gov) and the Company’s website (www.evansbancorp.com).

                        By Order of the Board of Directors,

                        Robert G. Miller, Jr.

                        Secretary
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Angola, New York

March 21,  2013
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APPENDIX A

EVANS BANCORP, INC. 2013 EMPLOYEE STOCK PURCHASE PLAN

1.            Purpose. 

The purpose of the Evans Bancorp, Inc. 2013 Employee Stock Purchase Plan (the “Stock Purchase Plan”) is to give
eligible employees of Evans Bancorp, Inc., a New York corporation (the “Corporation”), and its designated Subsidiaries
(defined below) an opportunity to acquire shares of the common stock of the Corporation (the “Common Stock”) and to
continue to promote the Corporation’s best interests and enhance its long-term performance.  This purpose will be
carried through the granting of options to purchase shares of the Corporation’s Common Stock through payroll
deductions.  The Stock Purchase Plan is intended to comply with the requirements of Section 423 of the Internal
Revenue Code of 1986, as amended (the “Code”), applicable to employee stock purchase plans.  The provisions of the
Stock Purchase Plan shall be construed so as to comply with the requirements of Section 423 of the Code.  The Stock
Purchase Plan is intended to replace the Evans Bancorp, Inc. Employee Stock Purchase Plan, adopted by the
Corporation’s shareholders on April 22, 2003, which is scheduled to expire on July 1, 2013 (the “2003 Plan”).

2.            Certain Definitions.

In addition to terms defined elsewhere in this Stock Purchase Plan, the following words and phrases shall have the
meanings given below unless a different meaning is required by the context:

(a)      “Board” means the Board of Directors of the Corporation.

(b)      “Committee” means the Human Resource and Compensation Committee of the Board.

(c)      “Eligible Employee” means any employee of the Corporation or a designated Subsidiary who has been employed
at least one year prior to the Offer Date for any Purchase Period except for any employee whose customary
employment is for not more than five months in any calendar year.  For purposes of the Stock Purchase Plan, the
employment relationship shall be treated as continuing intact while the individual is on sick leave or other leave of
absence approved by the Corporation; provided that, where the period of leave exceeds 90 days and the individual’s
right to re-employment is not guaranteed either by statute or by contract, the employment relationship shall be deemed
to have terminated on the 91st day of such leave.

(d)      “Fair Market Value” of the Common Stock on a given date (the “valuation date”) shall be established in good faith
by the Committee, and unless otherwise determined by the Committee, shall be determined in accordance with the
following provisions:

(i)                  If the shares of Common Stock are listed for trading on the New York Stock Exchange, the NYSE MKT
LLC or the Nasdaq Stock Market, the Fair Market Value shall be the closing sales price of the shares on such national
securities exchange on the date immediately preceding the valuation date, or, if there is no transaction on such date,
then on the trading date nearest preceding the valuation date for which closing price information is available; and,
provided further, if the shares are quoted on an inter-dealer quotation system but are not listed for trading on a national
securities exchange, Fair Market Value shall be the closing sales price for such stock as quoted on such inter-dealer
quotation system on the date immediately preceding the valuation date or, if there is no transaction on such date, then
on the trading date nearest preceding the valuation date for which closing price information is available; or

(ii)                If the shares of Common Stock are not listed or quoted in any of the foregoing, then Fair Market Value
shall be determined by the Committee in any other manner consistent with the Code and accompanying regulations.
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Notwithstanding any provision of the Stock Purchase Plan to the contrary, no determination made with respect to the
Fair Market Value of Common Stock subject to an Option shall be inconsistent with Section 423 of the Code or the
regulations thereunder.

(e)      “Offer Date” means the date of grant of an Option pursuant to the Stock Purchase Plan.  The Offer Date shall be
the first date of each Purchase Period.

(f)      “Option” means a purchase right, or option, granted hereunder which will entitle a participant to purchase shares
of Common Stock in accordance with the terms of the Stock Purchase Plan.

(g)      “Option Price” means the price per share of Common Stock subject to an option, as determined in accordance
with Section 8(b).

(h)      “Participant” means an Eligible Employee who is a participant in the Stock Purchase Plan.

(i)      “Purchase Date” means the date of exercise of an option granted under the Stock Purchase Plan.  The Purchase
Date shall be the last day of each Purchase Period.

(j)      “Purchase Period” means each six-month period during which an offering to purchase Common Stock is made to
Eligible Employees pursuant to the Stock Purchase Plan.  There shall be two Purchase Periods in each fiscal year of
the Corporation, with the first Purchase Period in a fiscal year commencing on or about January 1 and ending on June
30, and the second Purchase Period in a fiscal year commencing on or about July 1 and ending on December 31 of that
year. Notwithstanding the foregoing, however, the first Purchase Period after the effective date of the Stock Purchase
Plan shall begin on or as soon as practicable following July 1, 2013 and end on December 31, 2013, and, accordingly,
may extend for a period of less than six months.  The Committee shall have the power to change the duration of
Purchase Periods (including the commencement date thereof) with respect to future offerings provided such change is
announced a reasonable period of time prior to the scheduled beginning of the first Purchase Period to be affected
thereafter.

(k)      “Subsidiary” means any present or future corporation which (i) is a “subsidiary corporation” of the Corporation as
that term is defined in Section 424 of the Code and (ii) is at any time designated as a corporation whose employees
may participate in the Stock Purchase Plan.  Notwithstanding the foregoing, the term “Subsidiary” shall also include any
partnership or limited liability company (x) of which the Corporation owns at least 50% of the equity interests and
which has elected to be taxed as a corporation for federal income tax purposes, or (y) which is a “disregarded entity” for
federal income tax purposes, and which has been designated as a Subsidiary in accordance with clause (ii) above.

3.            Effective Date; Term. The Effective Date of the Stock Purchase Plan shall be April 25, 2013.  The Stock
Purchase Plan shall expire on December 31, 2023 unless terminated sooner in accordance with Section 16 herein.

4.            Administration. 

(a)      The Stock Purchase Plan shall be administered by the Board or, upon its delegation, by the
Committee.  References to the “Committee” shall include the Committee, the Board if it is acting in its administrative
capacity with respect to the Stock Purchase Plan, and any delegates appointed by the Committee pursuant to Section
4(b) herein.

(b)      In addition to action by meeting in accordance with applicable law, any action of the Committee may be taken
by a written instrument signed by all of the members of the Committee and any action so taken by written consent
shall be as fully effective as if it had been taken by a majority of the members at a meeting duly held and
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Committee shall have full and final authority, in its discretion, to take any action with respect to the Stock Purchase
Plan, including, without limitation, the following: (i) to establish, amend and rescind rules and regulations for the
administration of the Stock Purchase Plan; (ii) to prescribe the form(s) of any agreements or other written instruments
used in connection with the Stock Purchase Plan; (iii) to determine the terms and provisions of the Options granted
hereunder; and (iv) to construe and interpret the Stock Purchase Plan, the Options, the rules and regulations, and the
agreements or other written instruments, and to make all other determinations necessary or advisable for the
administration of the Stock Purchase Plan.  The determinations of the Committee on all matters regarding the Stock
Purchase Plan shall be conclusive.  Except to the extent prohibited by the Stock Purchase Plan or applicable law or
regulation, the Committee may appoint one or more agents to assist in the administration of the Stock Purchase Plan
and may delegate all or any part of its responsibilities and powers to any such person or persons appointed by it.  No
member of the Board or Committee, as applicable, shall be liable while acting as administrator for any action or
determination made in good faith with respect to the Stock Purchase Plan or any Option granted hereunder.

5.            Shares Subject to the Plan.  The aggregate number of shares of Common Stock which may be purchased
under the Stock Purchase Plan shall not exceed 170,000 shares, subject to adjustment pursuant to Section 13(a)
herein.  Shares of Common Stock distributed pursuant to the Stock Purchase Plan shall be authorized but unissued
shares, treasury shares or shares purchased on the open market or by private purchase.  The Corporation hereby
reserves sufficient authorized shares of Common Stock to provide for the exercise of Options granted hereunder.  In
the event that any Option granted under the Stock Purchase Plan expires unexercised or is terminated, surrendered or
canceled without being exercised, in whole or in part, for any reason, the number of shares of Common Stock subject
to such Option shall again be available for grant as an Option and shall not reduce the aggregate number of shares of
Common Stock available for the grant of Options as set forth herein.  If, on a given Purchase Date, the number of
shares with respect to which Options are to be exercised exceeds the number of shares then available under the Stock
Purchase Plan, the Corporation shall make a pro rata allocation of the shares remaining available for purchase in as
uniform a manner as shall be practicable and as it shall determine to be equitable.

6.            Eligibility.  

(a)      Initial Eligibility.  Any Eligible Employee who is employed by the Corporation or a designated Subsidiary on
any given Offer Date for a Purchase Period shall be eligible to be a Participant during such Purchase Period.

(b)      Certain Limitations.  Any provisions of the Stock Purchase Plan to the contrary notwithstanding:

(i)                  No Eligible Employee shall be granted an Option under the Stock Purchase Plan to the extent that,
immediately after the Option was granted, the individual would own stock or hold outstanding options to purchase
stock (or both) possessing 5% or more of the total combined voting power or value of all classes of stock of the
Corporation or of any parent or subsidiary of the Corporation.  For purposes of this Section 6(b)(i), stock ownership of
an individual shall be determined under the rules of Section 424(d) of the Code, and stock which the employee may
purchase under outstanding options shall be treated as stock owned by the employee.

(ii)                No Eligible Employee shall be granted an Option under the Stock Purchase Plan to the extent that his
rights to purchase stock under all employee stock purchase plans (as defined in Section 423 of the Code) of the
Corporation and any parent or subsidiary of the Corporation would accrue at a rate which exceeds $25,000 of fair
market value of such stock (determined at the time of the grant of such Option) for each calendar year in which such
Option is outstanding at any time.  Any Option granted under the Stock Purchase Plan shall be deemed to be modified
to the extent necessary to satisfy this Section 6(b)(ii).
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7.            Participation; Payroll Deductions.  

(a)      Commencement of Participation.  An Eligible Employee shall become a Participant by completing a
subscription agreement authorizing payroll deductions on the form provided by the Corporation and filing it with the
Corporation or its designee at least five business days prior to the Offer Date for the applicable Purchase
Period.  Following the filing of a valid subscription agreement, payroll deductions for a Participant shall commence on
the first payroll period which occurs on or after the Offer Date for the applicable Purchase Period and shall continue
for successive Purchase Periods during which the Participant is eligible to participate in the Stock Purchase Plan,
unless contributions are suspended or participation is withdrawn or terminated as provided in Section 10(a), Section
10(b) or Section 11, respectively, herein.

(b)      Amount of Payroll Deduction; Determination of Compensation.  At the time a Participant files his subscription
agreement authorizing payroll deductions, he shall elect to have payroll deductions made on each payday that he is a
Participant during a Purchase Period at a rate of not less than 1% nor more than 15% (in whole percentages) (or such
other percentage as the Committee may establish from time to time before an Offer Date) of his compensation.  For
the purposes herein, a Participant’s “compensation” during any Purchase Period means his regular base pay (including all
base straight time pay, gross earnings, commissions and payments for overtimes or shift premiums, but excluding
incentive compensation, incentive payments, bonuses and other similar compensation) determined as of each pay day
or as of such other date or dates as may be determined by the Committee; provided, however, that the method of
determining compensation shall be applied uniformly and consistently to all Participants.  In the case of an hourly
employee, the Participant’s compensation (as defined above) during a pay period shall be determined by multiplying
such employee’s regular hourly rate of pay in effect on the date of such payroll deduction by the number of regularly
scheduled hours actually worked by such employee (excluding overtime) during such period.  Such compensation
rates shall be determined by the Committee in a nondiscriminatory manner consistent with the provisions of Section
423 of the Code and the regulations thereunder.

(c)      Participant’s Account; No Interest.  All payroll deductions made for a Participant shall be credited to his account
under the Stock Purchase Plan and shall be withheld in whole percentages only.  In no event shall interest accrue on
any payroll deductions made by a Participant.

(d)      Changes in Payroll Deductions.  A Participant may suspend, withdraw or terminate his participation in the
Stock Purchase Plan as provided in Section 10 or Section 11, but no other change may be made during a Purchase
Period and, specifically, a Participant may not otherwise increase or decrease the amount of his payroll deductions for
that Purchase Period.

(e)      Cessation of Payroll Deductions.  Notwithstanding the foregoing, to the extent necessary to comply with
Section 423(b)(8) of the Code and Section 6(b) herein, a Participant’s payroll deductions may be decreased to zero
percent (0%) at any time during a Purchase Period.  Payroll deductions shall recommence at the rate provided in such
Participant’s subscription agreement at the beginning of the first Purchase Period which is scheduled to end in the
following calendar year, unless suspended, withdrawn or terminated by the Participant pursuant to Section 10 or
Section 11 herein.

(f)      Participation During Leave of Absence.  Subject to the terms of Section 2(f) herein, if a Participant goes on a
leave of absence, such Participant shall have the right to elect (i) to withdraw or suspend the balance in his account
pursuant to Section 10 or (ii) to discontinue contributions to the Stock Purchase Plan but remain a Participant in the
Stock Purchase Plan.

8.            Grant of Options. 
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(a)      Number of Shares Subject to Option.  On the Offer Date of each Purchase Period, a Participant shall be granted
an Option to purchase on the Purchase Date of such Purchase Period, at the applicable Option Price, such number of
shares of Common Stock as is determined by dividing the
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amount of the Participant’s payroll deductions accumulated on the Purchase Date and retained in the Participant’s
account as of the Purchase Date by the applicable Option Price (as determined in accordance with Section 8(b)
herein); provided, however, that no Participant may purchase, during a calendar year, shares of Common Stock in
excess of the limitation set forth in Section 6(b)(ii) herein, and the number of shares subject to an Option shall be
adjusted as necessary to conform to such limitation.  Exercise of the Option shall occur as provided in Section 9
herein, unless the Participant has withdrawn or suspended contributions pursuant to Section 10 herein or terminated
employment pursuant to Section 11 herein.

(b)      Option Price.  The Option Price per share of Common Stock purchased with payroll deductions made during
such a Purchase Period for a Participant shall be the lesser of:

(i)                  85% of the Fair Market Value per share of the Common Stock on the Offer Date for the Purchase
Period; or

(ii)                85% of the Fair Market Value per share of the Common Stock on the Purchase Date for the Purchase
Period.

9.            Exercise of Options.

(a)      Automatic Exercise.  Unless a Participant gives written notice to the Corporation of withdrawal or suspension
as provided in Section 10 or terminates employment as provided in Section 11, his Option for the purchase of
Common Stock shall be exercised automatically on the Purchase Date applicable to such Purchase Period, and the
maximum number of whole shares of Common Stock subject to the Option shall be purchased for the Participant at
the applicable Option Price with the accumulated payroll deductions in his account at that time (subject to the
limitations set forth in Section 6(b) and Section 8(a) herein).

(b)      Termination of Option.  An Option granted during any Purchase Period shall expire at the end of the last day of
the Purchase Period, except as otherwise provided in Sections 10 and 11.

(c)      Fractional Shares.  Fractional shares will not be issued under the Stock Purchase Plan.  Any excess payroll
deductions in a Participant’s account which are not sufficient to purchase a whole share will automatically be
re-invested in a subsequent Purchase Period unless the Participant withdraws or suspends his payroll deductions
pursuant to Section 10 herein or terminates employment pursuant to Section 11 herein.

(d)      Delivery of Stock.  The shares of Common Stock purchased by each Participant shall be credited to such
Participant’s account maintained by the Corporation, a stock brokerage or other financial services firm designated by
the Corporation (the “Designated Broker”) or other designee of the Corporation on, or as soon as practicable following,
the Purchase Date for a Purchase Period.  A Participant will be issued a certificate for his shares when his participation
in the Stock Purchase Plan is terminated, the Stock Purchase Plan is terminated, or upon request.  After the close of
each Purchase Period, a report will be sent to each Participant stating the entries made to such Participant’s account,
the number of shares of Common Stock purchased and the applicable Option Price.

(e)      Rights as a Shareholder.  No Participant or other person shall have any rights as a shareholder unless and until
certificates for shares of Common Stock have been issued to him or credited to his account.

10.            Suspension; Withdrawal. 

(a)      Suspension.  A Participant may elect to suspend his payroll contributions at any time during a Purchase Period
by giving timely written notice to the Corporation or its designee.  Unless the Committee determines otherwise, such
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notice of suspension must be given at least five business days before the Purchase Date for the Purchase Period.  In
the event of such suspension of contributions, any
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amounts held in the Participant’s account on the applicable Purchase Date will be used to purchase shares of Common
Stock in accordance with Section 9 herein (based on the contributions which have accumulated during such Purchase
Period prior to the Participant’s election to suspend contributions), unless the Participant requests that such amounts be
returned to him (without interest).  A Participant’s election to suspend contributions during any Purchase Period will
not have any effect upon his eligibility to participate in any succeeding Purchase Period or in any similar plan which
may hereafter be adopted by the Corporation.  Notwithstanding the foregoing, however, if a Participant elects to
suspend contributions during a Purchase Period, payroll deductions shall not resume at the beginning of a succeeding
Purchase Period unless the Participant delivers to the Corporation a new subscription agreement and otherwise
complies with the terms of the Stock Purchase Plan.

(b)      Withdrawal.  A Participant may withdraw all but not less than all payroll deductions and shares credited to his
account during a Purchase Period in accordance with such procedures as may be determined by the
Committee.  Unless the Committee determines otherwise, a withdrawal must be made at least five business days prior
to the Purchase Date of such Purchase Period.  In the event of such withdrawal, (i) all of the Participant’s payroll
deductions credited to his account will be paid to him promptly (without interest) after receipt of his notice of
withdrawal, (ii) certificates for shares held in the Participant’s account shall be distributed to him, (iii) such
Participant’s Option for the Purchase Period shall be automatically terminated, and (iv) no further payroll deductions
will be made during such Purchase Period.  The Corporation may, at its option, treat any attempt to borrow by an
employee on the security of his accumulated payroll deductions as an election to withdraw.  A Participant’s withdrawal
from any Purchase Period will not have any effect upon his eligibility to participate in any succeeding Purchase Period
or in any similar plan which may hereafter be adopted by the Corporation.  Notwithstanding the foregoing, however, if
a Participant withdraws during a Purchase Period, payroll deductions shall not resume at the beginning of a
succeeding Purchase Period unless the Participant delivers to the Corporation a new subscription agreement and
otherwise complies with the terms of the Stock Purchase Plan.

11.            Termination of Employment.  Upon termination of a Participant’s employment for any reason (including
death), or in the event that a Participant ceases to be an Eligible Employee, the Participant’s participation in the Stock
Purchase Plan shall terminate.  In such event, all payroll deductions credited to his account during the Purchase Period
(without interest) but not yet used to exercise an Option and a certificate(s) for shares (if shares are held in Participant’s
account rather than distributed) shall be delivered to him, or, in the case of his death, to such person or persons
entitled to receive such benefits pursuant to Section 17 herein.  Any unexercised Options granted to a Participant
during such Purchase Period shall be deemed to have expired on the date of the Participant’s termination of
employment (unless terminated earlier pursuant to Sections 9(b) or 10 herein), and no further payroll deductions will
be made for the individual’s account.

12.            Transferability.  No Option (or rights attendant to an Option) shall be transferable (including by
assignment, pledge or hypothecation), except as provided by will or the applicable laws of descent and
distribution.  No Option shall be subject to execution, attachment or similar process.  Any attempted assignment,
transfer, pledge, hypothecation or other disposition of an Option, or levy of attachment or similar process upon the
Option not specifically permitted herein, shall be null and void and without effect, except that the Corporation may
treat such act as an election to withdraw funds during a Purchase Period in accordance with Section 10 hereof.  During
a Participant’s lifetime, his Option(s) may be exercised only by him.

13.            Dilution and Other Adjustments. 

(a)      General.  If there is any change in the outstanding shares of Common Stock of the Corporation as a result of a
merger, consolidation, reorganization, stock dividend, stock split distributable in shares, reverse stock split, or other
similar change in the capital stock structure of the Corporation, then the number of shares of Common Stock reserved
for issuance under the Stock Purchase Plan shall be correspondingly adjusted, and the Committee shall make such
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adjustments to Options (including but not
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limited to the Option Price and the number of shares of Common Stock covered by each unexercised Option), and to
any provisions of this Plan as the Committee deems equitable to prevent dilution or enlargement of Options or as may
be otherwise advisable.

(b)      Merger or Asset Sale.  In the event of a proposed sale of all or substantially all of the assets of the Corporation,
or the merger of the Corporation with or into another corporation, each outstanding Option shall be assumed or an
equivalent option substituted (in either case under terms substantially similar to the terms of the Stock Purchase Plan)
by the successor corporation or a parent or subsidiary of the successor corporation.  In the event that the successor
corporation fails to agree to assume or substitute the Option, the Purchase Period then in progress shall be shortened
by setting a new Purchase Date (the “New Purchase Date”) and the Purchase Period then in progress shall end on the
New Purchase Date.  The New Purchase Date shall be before the date of the Corporation’s proposed sale or
merger.  The Corporation shall notify each Participant in writing, at least 10 business days prior to the New Purchase
Date, that the Purchase Date for the Participant’s Option has been changed to the New Purchase Date and that the
Participant’s Option shall be exercised automatically on the New Purchase Date, unless prior to such date the
Participant has withdrawn or suspended contributions as provided in Section 10 or terminated employment as
provided in Section 11.

14.            Shareholder Approval of Adoption of Plan.  The Stock Purchase Plan is subject to the approval of the Stock
Purchase Plan by the shareholders of the Corporation within 12 months of the date of adoption of the Stock Purchase
Plan by the Board.  The Stock Purchase Plan shall be null and void and of no effect if the foregoing condition is not
fulfilled.

15.            Limitation on Options.  Notwithstanding any other provisions of the Stock Purchase Plan:

(a)      The Corporation intends that Options granted and Common Stock issued under the Stock Purchase Plan shall be
treated for all purposes as granted and issued under an employee stock purchase plan within the meaning of
Section 423 of the Code and regulations issued thereunder.  Any provisions required to be included in the Stock
Purchase Plan under Section 423 and regulations issued thereunder are hereby included as fully as though set forth in
the Stock Purchase Plan.

(b)      All employees shall have the same rights and privileges under the Stock Purchase Plan, except that the amount
of Common Stock which may be purchased by any employee pursuant to any Option granted under the Stock
Purchase Plan shall bear a uniform relationship to the compensation of employees.  All rules and determinations of the
Committee in the administration of the Stock Purchase Plan shall be uniformly and consistently applied to all persons
in similar circumstances.

16.            Amendment and Termination of the Stock Purchase Plan.  The Board may at any time and from time to
time modify, amend, suspend or terminate the Stock Purchase Plan or any Option granted hereunder, provided that (a)
shareholder approval shall be required of any amendment to the Stock Purchase Plan to the extent required under
Section 423 of the Code or other applicable law, rule or regulation; and (b) no amendment to an Option may
materially adversely affect any Option outstanding at the time of the amendment without the consent of the holder
thereof, except to the extent otherwise provided in the Stock Purchase Plan.  Upon termination of the Stock Purchase
Plan, certificate(s) for the full number of whole shares of Common Stock held for each Participant’s benefit, the cash
equivalent of any fractional shares held for each Participant and the cash, if any, credited to such Participant’s account
shall be distributed promptly to such Participant.

17.            Beneficiary Designation.  The Committee, in its sole discretion, may authorize a Participant to designate in
writing a person or persons as such Participant’s beneficiary, which beneficiary shall be entitled to the rights, if any, of
the Participant in the event of the Participant’s death to which the Participant would otherwise be entitled.  The
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Committee shall have sole discretion to approve the form or forms of such beneficiary designations, to determine
whether such beneficiary designations will be accepted, and to interpret such beneficiary designations.  If a deceased
Participant fails to designate a beneficiary, or if the designated beneficiary does not survive the Participant, any rights
that would have
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been exercisable by the Participant and any benefits distributable to the Participant shall be exercised by or distributed
to the legal representative of the estate of the Participant.

18.            Other Restrictions on Options and Shares.  The Corporation may impose such restrictions on any Options
and shares of Common Stock acquired upon exercise of Options as it may deem advisable, including without
limitation restrictions under the federal securities laws, the requirements of any stock exchange or similar organization
and any blue sky or state securities laws applicable to such shares. Notwithstanding any other Plan provision to the
contrary, the Corporation shall not be obligated to issue, deliver or transfer shares of Common Stock under the Stock
Purchase Plan or make any other distribution of benefits under the Stock Purchase Plan, or take any other action,
unless such delivery, distribution or action is in compliance with all applicable laws, rules and regulations (including
but not limited to the requirements of the Securities Act of 1933, as amended).  The Corporation may cause a
restrictive legend to be placed on any certificate issued pursuant to an award hereunder in such form as may be
prescribed from time to time by applicable laws and regulations or as may be advised by legal counsel.

19.            Unfunded Plan; Other Compensation and Benefit Plans. 

(a)      Neither a Participant nor any other person shall, by reason of the Stock Purchase Plan, acquire any right in or
title to any assets, funds or property of the Corporation or any Subsidiary, including, without limitation, any specific
funds, assets or other property which the Corporation or any Subsidiary, in their discretion, may set aside in
anticipation of a liability under the Stock Purchase Plan.  A Participant shall have only a contractual right to the
Common Stock or amounts, if any, payable under the Stock Purchase Plan, unsecured by any assets of the Corporation
or any Subsidiary.  Nothing contained in the Stock Purchase Plan shall constitute a guarantee that the assets of such
corporations shall be sufficient to pay any benefits to any person.

(b)      The amount of any compensation deemed to be received by a participant pursuant to an award shall not
constitute compensation with respect to which any other employee benefits of such participant are determined,
including, without limitation, benefits under any bonus, pension, profit sharing, life insurance or salary continuation
plan, except as otherwise specifically provided by the terms of such plan or as may be determined by the Committee.

(c)      The adoption of the Stock Purchase Plan shall not affect any other stock incentive or other compensation plans
in effect for the Corporation or any Subsidiary, nor shall the Stock Purchase Plan preclude the Corporation from
establishing any other forms of stock incentive or other compensation for employees or service providers of the
Corporation or any Subsidiary.

20.            No Obligation to Exercise Options.  The granting of an Option shall impose no obligation upon a
Participant to exercise such Option.

21.            Use of Funds.  The proceeds received by the Corporation from the sale of Common Stock pursuant to
Options will be used for general corporate purposes, and the Corporation shall not be obligated to segregate such
payroll deductions.

22.            Withholding Taxes.  Upon the exercise of any Option under the Stock Purchase Plan, in whole or in part, or
at the time of disposition of some or all of the Common Stock acquired pursuant to exercise of an Option, a
Participant must make adequate provision for the federal, state or other tax withholding obligations, if any, which
arise from the exercise of the option or the disposition of the Common Stock.  The Corporation shall have the right to
require the Participant to remit to the Corporation, or to withhold from the Participant (or both) amounts sufficient to
satisfy all federal, state and local withholding tax requirements prior to the delivery or transfer of any certificate or
certificates for shares of Common Stock.
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23.            No Right of Continued Employment.  Nothing in the Stock Purchase Plan or any Option shall confer upon
an employee the right to continue in the employment of the Corporation or any Subsidiary or
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interfere in any way with the right of the Corporation or any Subsidiary to terminate the Participant’s employment at
any time.  Except as otherwise provided in the Stock Purchase Plan, all rights of a Participant with respect to Options
granted hereunder shall terminate upon the termination of employment of the Participant.

24.            Gender and Number.  Where the context admits, words in any gender shall include any other gender, words
in the singular shall include the plural and the plural shall include the singular.

25.            Successors and Assigns.  The Stock Purchase Plan shall be binding upon the Corporation, its successors and
assigns, and Participants, their executors, administrators and permitted transferees and beneficiaries.

26.            Severability.  If any provision of the Stock Purchase Plan shall be held illegal or invalid for any reason,
such illegality or invalidity shall not affect the remaining parts of the Stock Purchase Plan, and the Stock Purchase
Plan shall be construed and enforced as if the illegal or invalid provision had not been included.

27.            Applicable Law.  To the extent not inconsistent with Section 423 of the Code and regulations thereunder,
the Stock Purchase Plan shall be governed by and construed in accordance with the laws of the State of New York,
without regard to its principles of conflicts of laws.
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