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Item 2.02 Results of Operations and Financial Contbn

On January 29, 2010, the Registrant issued a peéssgse announcing results for the year and quarter
ended December 31, 2009. A copy of the pressgeleabeing furnished as an exhibit to this repod is

incorporated by reference into this Item 2.02.
Item 9.01 Financial Statements and Exhibits

(d) Exhibits. The following exhibit is beingriushed pursuant to Item 2.02 above.

Exhibit No. Description
99.1 Press release dated January 29, 2010.
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EXHIBIT 99.1

EAGLE FINANCIAL SERVICES, INC. ANNOUNCES 2009
ANNUAL AND FOURTH QUARTER FINANCIAL RESULTS

Contact: Kathleen J. Chappell, Vice President an€CFO 540-955-2510
kchappell@bankofclarke.com

BERRYVILLE, VIRGINIA (January 29, 2010) — Eagle Financial Services, (©3.C BULLETIN BOARD:
EFSI), the holding company for Bank of Clarke Countyhose divisions include Eagle Investment Group,
announces annual and fourth quarter 2009 finamegllts. The Company’'s common stock is listedtfading

on the Over-the-Counter (OTC) Bulletin Board unitter ticker symbol EFSI.

Fourth Quarter and Annual 2009 Financial Highlights:

Q4 Annual
Net income(000's) $792 $3,441
Diluted EPS $0.25 $1.08
Net Interest Margin 4.52% 4.31%
Total equity to assets 9.65%
Allowance for loan losses to total loans 1.48%
Total loan growth (000's) $14.0
Retail deposit growth(000's) $27.2

John R. Milleson, President and CEO, statédthbugh 2009 earnings were not at a desired levkl
performance, the Bank’s annual results compare rihly to those of its peers. Our 2009 earnings ever
adversely affected mostly because of two mattérs:increase in the Bank’s provision for loan lassad the
increase in the Bank’s FDIC premium. Challengiimges remain for our economy and the banking ingustr
The Company will continue its focus on providingrsb financial services to the communities it serwbde
sustaining its conservative approach to bankingigples as it has during the past 129 years. ktakmfort
and pride in the fact that we are an independeommunity bank.

Net Interest Income and Net Interest Margin

Net interest income for the quarter ended Decer8heP009 was $5.5 million which represented andase of
16.7% when compared to $4.7 million for the sameopein 2008. Net interest income for the year exhd
December 31, 2009 was $20.7 million which repre=gtiain increase of 9.2% when compared to $18.9omiiki
2008. This increase in net interest income redutiestly from the decline in the Company’s fundoogts.

Total loan interest income was $5.9 million for tipgarter ended December 31, 2009, reflecting aedser of
$38,000 from the quarter ended December 31, 20@Ral loan interest income was $23.0 million foe tyear
ended December 31, 2009, reflecting a decreasel & #illion from the year ended December 31, 2008.
Average loans for the quarter ended December 319 2@re $400.0 million compared to $390.4 millian the
same period in 2008. Average loans for the yedeérDecember 31, 2009 were $391.4 million compéwed
$389.9 million for the same period in 2008. The éguivalent yield on average loans for the quasteded
December 31, 2009 was 5.92%, down 18 basis paiots the same time period in 2008. The tax equitale
yield on average loans for the year ended Decer®beR009 was 5.91%, down 48 basis points from #mees
time period in 2008. Interest income from the stweent portfolio was $617,000 for the quarter ended
December 31, 2009 and $1.2 million for the samégedn 2008. Interest income from the investmentfplio
was $4.4 million for the year ended December 30924nd $4.6 million for the same period in 2008.



Total interest expense for the three months endsmbiber 31, 2009 decreased $1.0 million when cozdp@ar

the three months ended December 31, 2008. Totateisit expense for the year ended December 31, 2009
decreased $3.7 million when compared to the yede@rDecember 31, 2008. The average cost of interest
bearing liabilities decreased 98 basis points wtmmnparing the quarter ended December 31, 2009%t@dme
time period in 2008. The average cost of intebestring liabilities decreased 97 basis points wt@mmparing

the year ended December 31, 2009 to the same tamedpin 2008. The average balance of interestimga
liabilities decreased $1.1 million from the quarterded December 31, 2008 to the same period in.200@
average balance of interest bearing liabilitieséased $2.9 million from the year ended Decembe2808 to

the same period in 2009.

The net interest margin was 4.52% for the quartecdbnber 31, 2009. When compared to the quartezdend
December 31, 2008, the net interest margin incte&debasis points. The net interest margin was%.R8 the
year ended December 31, 2009. When compared tgetireended December 31, 2008, the net interegimar
increased 29 basis points. This increase was @thffe to the decreased balance and cost of ihteessing
liabilities.

The Company’s net interest margin is not a measememnder accounting principles generally accepidtie
United States, but it is a common measure usedéyinancial services industry to determine howfifably

earning assets are funded. The Company’s net gtterargin is calculated by dividing tax equivalast interest
income by total average earning assets. Tax e@uit/aet interest income is calculated by grossimgnterest
income for the amounts that are non-taxable (inewicipal income) then subtracting interest expei$e tax
rate utilized is 34%.

Asset Quality and Provision for Loan Losses

Provisions for loan losses were $1.5 million foe three months ended December 31, 2009, compargd. to
million for the quarter ended December 31, 2008viRions for loan losses were $4.4 million for tear ended
December 31, 2009, compared to $2.3 million forytear ended December 31, 2008. Given the levetaiflem

loans and continued uncertainty in the economy,Gbmpany deemed it prudent to increase its alloedoc

loan losses.

Non performing assets increased from $4.6 million88% of total assets at December 31, 2008 to Bifllbn

or 1.48% of total assets at December 31, 2009. ifbhigase mostly resulted from additions to nomeaddoans
and other real estate owned. During the fourth tquaf 2009, the Bank placed approximately 21 loamson
accrual status. The majority of these loans is reecby real estate and has allocated specific alhwes. Two
real estate assets valued at $456,000 had bearioleed upon during the fourth quarter of 2009 wiile Bank
also sold two pieces of other real estate ownedrded at $293,000 during the same period. Addilignan
allowance for other real estate owned of $198,088 @stablished during the fourth quarter of 2009.

Loans greater than 90 days past due decreasedbBdf000 at December 31, 2008 to $13,000 at Deaegihe
2009. The Company realized $376,000 in net chaffgefor the quarter ended December 31, 2009 versus
$490,000 for the same period in 2008. The Companaiized $2.9 million in net charge-offs for the yeaded
December 31, 2009 versus $980,000 for the samedéri 2008. Early in 2009, the Company developed a
troubled credit group to monitor past due loanentdy potential problem credits, and develop attans to
work through its troubled loans as promptly as fldes

Given the current economic environment, it is aptited there could be an increase in past due |cans
performing loans and other real estate owned. hewehe increase is not expected to be as signifias that
experienced during 2009. The Company believesthigatllowance for loan losses will be maintained kevel
adequate to mitigate any negative impact resuftimg such increases.

Noninterest Income and Noninterest Expense

Noninterest income was $1.3 million for the quatended December 31, 2009 and 2008. Noninteresinie@
was $4.6 million for the years ended December BD92and 2008. Noninterest expense was $4.4 midiwh
$3.7 million for the quarters ended December 3D928nd 2008, respectively. Noninterest expense $4as5
million and $15.8 million for the years ended Deb&m31, 2009 and 2008, respectively. Despitarttpact of
the increase in FDIC insurance premiums of $604,890 the loss provision for other real estate owokd



$198,000 for the year ended December 31, 2009Ctmpany has diligently managed and monitored terot
operating expenses.

Total Consolidated Assets

Total consolidated assets of the Company at Decef@be2009 were $535.4 million, which represented a
increase of $7.3 million or 1.4% from total assHt$528.1 million at December 31, 2008. Total kamcreased
$14.0 million from $390.1 million at December 3D0B to $404.1 million at December 31, 2009. Cossid)

the current interest rate and competitive marketirenment, the Company has been conscientious about
maintaining both its underwriting standards anchis interest margin and thereby cautious abougthesth it

has accepted in the loan portfolio.

Deposits and Other Borrowings

Total deposits, which include brokered depositstdased $11.6 million to $398.1 million at Decem®&r 2009
from $386.5 million at December 31, 2008. The Conypheld $9.9 million in brokered deposits at Decemb
31, 2009. At December 31, 2008 brokered deposite $25.5 million.

Securities sold under agreement to repurchase $itd® million at December 31, 2009 and $14.7 millat
December 31, 2008. Borrowings with the Federal Hhoan Bank of Atlanta were $62.3 million at Decembe
31, 2009 and $70.0 million at December 31, 2008.

Equity

Shareholders’ equity at December 31, 2009 and Dkeeril, 2008 was $51.6 million and $46.8 million,
respectively. The book value of the Company at Ddasr 31, 2009 was $16.14 per common share. Total
common shares outstanding were 3,199,636 at Dece3ith009. On January 20, 2010, the board otttirs
declared a $0.17 per common share cash dividershmeholders of record as of February 1, 2010payeble

on February 16, 2010.

Certain information contained in this discussioryrmeclude “forward-looking statements” within theeaming of
Section 27A of the Securities Act of 1933, as aneehdnd Section 21E of the Securities ExchangeoAt934,
as amended. These forward-looking statements rébatbe Company’'s future operations and are gelyeral
identified by phrases such as “the Company expetitse Company believes” or words of similar import
Although the Company believes that its expectatiith respect to the forward-looking statements lassed
upon reliable assumptions within the bounds ofkitswledge of its business and operations, therebeano
assurance that actual results, performance or\ahients of the Company will not differ materiallprin any
future results, performance or achievements expdessimplied by such forward-looking statements. dfetails
on factors that could affect expectations, seerisie factors and other cautionary language inclugedhe
Company’s Annual Report on Form 10-K for the yeaded December 31, 2008, and other filings with the
Securities and Exchange Commission.



EAGLE FINANCIAL SERVICES, INC.

KEY STATISTICS For the Three Months Ended
4009 3009 2009 1009 4008
Net Income(dollars in thousands) $ 792 $ 790 $ 904 % 955 $ 1,715
Earnings per share, basic $ 0.25 $ 025 $ 029 $ 0.30 $ 0.54
Earnings per share, diluted $ 0.25 $ 025 $ 028 % 0.30 $ 0.54
Return on average total assets 0.59% 0.60% 0.71% 0.74% 1.31%
Return on average total equity 6.15% 6.33% 7.80% 8.27% 15.00%
Dividend payout ratio 68.00% 68.00% 58.62% 56.67% 31.48%
Fee revenue as a percent of total revenue 18.06% 11.35% 15.44% 15.13% 20.91%
Net interest margi®? 4.52% 4.51% 4.24% 3.98% 3.98%
Yield on average earning assets 5.67% 5.73% 5.67% 5.66% 5.94%
Yield on average interest-bearing liabilities 249 1.56% 1.82% 2.12% 2.47%
Net interest spread 4.18% 4.17% 3.85% 3.54% 3.47%
Tax equivalent adjustment to net interest incoduwldrs in thousands) $ 191 $ 195  $ 187 % 182 $ 171
Non-interest income to average assets 0.96% 0.67% 0.95% 0.92% 0.96%
Non-interest expense to average assets 3.26% %3.20 3.10% 2.92% 2.87%
Efficiency ratid” 62.43% 60.82% 62.88% 63.04% 60.86%
(1) The net interest margin is calculated by dividiag equivalent net interest income by total averea®ing assets.

Tax equivalent interest income is calculated byssirng up interest income for the amounts that aretaxable

(i.e., municipal income) then subtracting interespense. The rate utilized is 34%. For the quarémded

December 31, 2009 and December 31, 2008 net ihiagesne on a tax equivalent basis was $5.7 miltiod $4.9

million, respectively. For the quarters ended 8eyiter 30, June 30 and March 31, 2009 net intemesiie on a

tax equivalent basis was $5.6 million, $5.3 milliand $4.9 million, respectively. See the tableoWefor a

reconciliation of net interest income to tax eqléwna net interest income. The Company’s net irstengargin is a

common measure used by the financial service inglustdetermine how profitable earning assets areléd.

Because the Company earns a fair amount of norbleviaterest income due to the mix of securitiesitin

investment security portfolio, net interest incofoethe ratio is calculated on a tax equivalentibas described

above.

(2) The efficiency ratio is not a measurement undeowaating principles generally accepted in the Unigdtes. It is

calculated by dividing non interest expense bystima of tax equivalent net interest income and neerést income
excluding gains and losses on the investment partfdhe tax rate utilized is 34%. For the quarterged
December 31, 2009 and December 31, 2008 net ihiagesne on a tax equivalent basis was $5.7 miltiod $4.9
million, respectively. For the quarters ended 8eytter 30, June 30 and March 31, 2009 net intamestie on a
tax equivalent basis was $5.6 million, $5.3 milliand $4.9 million, respectively. See the table wefor a

reconciliation of net interest income to tax eqléwé net interest income. Total non interest incomeluding

gains and losses on the investment portfolio, lier quarters ended December 31, 2009 and Decemb@068g,

was $1.3 million. Total non interest income, exahgdgains and losses on the investment portfolioftie quarters
ended September 30, June 30, and March 31, 2069$%& million, $1.3 million and $1.2 million, resgively.

The Company calculates this ratio in order to eatalits overhead structure or how effectively ibjeerating. An
increase in the ratio from period to period indésathe Company is losing a larger percentage dghisme to
expenses. The Company believes that the efficiestoy is a reasonable measure of profitability.



EAGLE FINANCIAL SERVICES, INC.
SELECTED FINANCIAL DATA BY QUARTER

BALANCE SHEET RATIOS
Loans to deposits
Average interest-earning assets to
average-interest bearing liabilities
PER SHARE DATA
Dividends
Book value
Tangible book value
SHARE PRICE DATA
Closing price
Diluted earnings multiple(1)
Book value multiple(2)
COMMON STOCK DATA
Outstanding shares at end of period
Weighted average shares outstanding
Weighted average shares outstanding, diluted
CAPITAL RATIOS
Total equity to total assets
CREDIT QUALITY
Net charge-offs to average loans
Total non-performing loans to total loans
Total non-performing assets to total assets
Non-accrual loans to:
total loans
total assets
Allowance for loan losses to:
total loans
non-performing assets
non-accrual loans
NON-PERFORMING ASSETS:
(dollars in thousands)
Loans delinquent over 90 days
Non-accrual loans

Other real estate owned and repossessed assets

NET LOAN CHARGE-OFFS (RECOVERIES):
(dollars in thousands)
Loans charged off
(Recoveries)
Net charge-offs (recoveries)

PROVISION FOR LOAN LOSSESpllars in thousands)

ALLOWANCE FOR LOAN LOSS SUMMARY
(dollars in thousands)
Balance at the beginning of period
Provision
Net charge-offs (recoveries)
Balance at the end of period

(1) The diluted earnings multiple (or price earning®)ds calculated by dividing the period’s closintarket price per share by total

@ # B

4Q09

101.50%
129.55%

0.17
16.14
16.13

15.75
0.98
0.98

3,1%0,63
3,104,9
3,202,595

9.65%

0.37%
1.27%
1.48%

1.26%
0.95%

1.48%
75.46%
117.08%

5,099
2,799

448
(72)
376

1,450

$ 96,8

1,450
376
5,970

3009
104.31%

136.59%

©*

0.17
15.88
$ 15.88

©»

$ 15.35
0.97
0.97

3,190,304
3,185,806
3,193,758

9.72%

0.14%
.3400
0.81%

0.27%
0.20%

1.25%
116.68%
458.66%

$ 284
1,067
2,845

$ 617
(79)
537
$ 1,050

$ 4,383
1,050
537
$ 4,896

2009
102.20%

126.56%
$ M1

15.28
15.26

©»

$ 15.00
0.98
0.98

3,180,899
3,169,197
3,172,659

9.30%

0.43%
0.54%
0.82%

0.53%
0.39%

1.13%
102.74%
213.60%

205

$ 1,727
(52)
675

$ 1,050

$ 5,008
005

615
$ 4,383

@ »

$

1Q09

96.85%
125.56%

0.17
14.74
14.71

14.60
0.99
0.99

3,167,250
3,162,666
3,166,620

8.72%

0.08%
1.52%
1.30%

1.10%
0.80%

1.29%
72.12%
116.66%

$ 6214
4,293
1,027

361
(48)

313

800

$ 4521

800
313
5,008

4008
100.79%

125.86%

©*

0.17
$ 1479
$ 1476

$ 16.10
1.09
1.09

3386
8370
3,156,646

8.87%

0.13%
1.00%
0.88%

0.87%
0.64%

1.16%
97.67%
133.56%

$ 510
3,385
734

$ 521
(31)
490

$ 1,100

$ 3911

1,100
490
$ 4521

equity per weighted average shares outstandingediffor the period. The diluted earnings multipla measure of how much an

investor may be willing to pay for $1.00 of the Gmany’s earnings.
(2) The book value multiple (or price to book ratio)calculated by dividing the period’s closing markeice per share by the
period’s book value per share. The book value pleliis a measure used to compare the Company’seteailue per share to its

book value per share.



EAGLE FINANCIAL SERVICES, INC.
CONSOLIDATED BALANCE SHEETS
(dollars in thousands)

Assets
Cash and due from banks
Federal funds sold
Securities available for sale, at fair value
Loans, net of allowance for loan losses
Bank premises and equipment, net
Other assets

Total assets

Liabilities and Shareholders' Equity
Liabilities
Deposits:
Noninterest bearing demand deposits
Savings and interest bearing demand
deposits
Time deposits
Total deposits
Federal funds purchased and securities
sold under agreements to repurchase
Federal Home Loan Bank advances
Trust preferred capital notes
Other liabilities
Commitments and contingent liabilities
Total liabilities

Shareholders' Equity

Preferred stock, $10 par value

Common stock, $2.50 par value

Surplus

Retained earnings

Accumulated other comprehensive income
Total shareholders' equity
Total liabilities and shareholdexguigy

Unaudited Audited
12/31/2009 12/31/2008
$ 7,353 $ 7,287
179 11,052
101,210 98,919
398,096 385,565
14,778 15,377
13,816 9,942

$ 535,432 $ 528,142
$ 90,575 $ 81,340
170,485 154,622
137,047 150,565

$ 398,107 $ 386,527
14,016 14,693
62,250 70,000
7,217 7,217
2,198 2,876

$ 483,788 $ 481,313
$ - $ -
7,999 7,888
8,504 7,796
34,049 32,779
1,092 (1,634)

$ 51,644 $ 46,829
$ 535,432 $ 528,142




EAGLE FINANCAIL SERVICES, INC.
CONSOLIDATED STATEMENTS OF INCOME
(dollars in thousands)

Interest and Dividend Income
Interest and fees on loans
Interest on federal funds sold
Interest and dividends on securities abé&léor sale:
Taxable interest income
Interest income exempt from fedemabime taxes
Dividends
Interest on deposits in banks
Total interest and dividendane
Interest Expense
Interest on deposits
Interest on federal funds purchased andriies
sold under agreements to repurchase
Interest on Federal Home Loan Bank advances
Interest on trust preferred capital notes
Total interest expense
Net interest income
Provision For Loan Losses
Net interest income after praisfor loan losses
Noninterest Income
Income from fiduciary activities
Service charges on deposit accounts
Other service charges and fees
Gain on the sale of loans
(Loss) Gain on the sale of bank premisesemuipment
(Loss) on the sale of repossessed assets
(Loss) on sales of AFS securities
Other operating income
Total noninterest income
Noninterest Expenses
Salaries and employee benefits
Occupancy expenses
Equipment expenses
Advertising and marketing expenses
Stationery and supplies
ATM network fees
FDIC assessment
Provision for other real estate owned
Other operating expenses
Total noninterest expenses
Income before income taxes
Income Tax Expense
Net income

Earnings Per Share
Net income per common share, basic

Net income per common share, diluted

Three Months Ended
December 31,

Year Ended

December 31,

2009 2008 2009 2008
Unaudited Unaudited Unaudited Audited
$ 5,934 $ 5,972 $ 23,001 $ 24,790
1 2 10 45
617 757 2,784 2,766
304 271 1,194 1,142
113 141 461 691
- 1 3 5
$ 6,969 $ 7,144 $ 27,453 $ 29,439
$ 806 $ 1,551 $ 4,040 $ 6,978
98 113 392 482
464 670 2,042 2,706
80 80 319 346
$ 1,448 $ 2,414 $ 6,793 $ 10,512
$ 5,521 $ 4,730 $ 20,660 $ 18,927
1,450 1,100 4,350 2,310
$ 4,071 $ 3,630 $ 16,310 $ 16,617
$ 174 $ 211 $ 818 $ 911
522 567 2,053 2,333
534 473 2,148 2,565
- - - 376
(5) - (5) 742
15 28 (35) (42)
20 - (419) (2,488)
29 (26) 66 212
$ 1,289 $ 1,253 $ 4,626 $ 4,609
$ 2,312 $ 2,122 $ 9,262 $ 9,069
134 288 1,069 1,189
153 181 666 700
85 115 409 406
94 82 311 326
20 (18) 104 323
216 62 801 197
198 - 198 -
1,152 913 3,660 3,604
$ 4,364 $ 3,745 $ 16,480 $ 15,814
$ 996 $ 1,138 $ 4,456 $ 5,412
204 (577) 1,015 1,357
$ 792 $ 1,715 $ 3,441 $ 4,055
$ 0.25 $ 0.54 $ 1.09 $ 1.29
$ 0.25 $ 0.54 $ 1.08 $ 1.29




EAGLE FINANCIAL SERVICES, INC.
Average Balances, Income and Expenses, Yields andtBs

(dollars in thousands)

For the Three Months Ended December,

2009 2008
Interest Interest
Average Income/  Average Average Income/  Average
Assets: Balance Expense Rate Balance Expense Rate
Securities:
Taxable 65,116 2,897 4.45% 66,448 3,563 5.36%
Tax-Exempt) 32,872 1,827 5.56% 29,820 1,629 5.46%
Total Securities 97,988 4,724 4.82% 96,268 5,192 5.39%
Loans:
Taxable 394,194 23,271 5.90% 385,022 23,451 6.09%
Tax-Exempt) 5,808 410 7.06% 5,348 364 6.81%
Total Loans 400,002 23,681 5.92% 390,370 23,815 6.10%
Federal funds sold 3,073 4 0.13% 1,623 8 0.49%
Interest-bearing deposits in other banks 177 - 0.00% 124 4 3.23%
Total earning assets 501,240 28,408 5.67% 488,385 29,019 5.94%
Allowance for loan losses (5,222) (3,856)
Total non-earning assets 34,881 33,380
Total assets 530,899 517,909
Liabilities and Shareholders' Equity:
Interest-bearing deposits:
NOW accounts 66,525 307 0.46% 56,762 554 0.98%
Money market accounts 61,233 443 0.72% 55,341 942 1.70%
Savings accounts 36,927 72 0.19% 33,855 193 0.57%
Time deposits:
$100,000 and more 46,328 755 1.62% 61,083 1,881 3.08%
Less than $100,000 90,998 1,621 1.78% 82,106 2,582 3.14%
Total interest-bearing deposits 302,011 3,198 1.06% 289,147 6,152 2.13%
Federal funds purchased and securities
sold under agreements to repurchase 15,426 390 5.23% 17,584 451 2.56%
Federal Home Loan Bank advances 62,250 1,843 2.96% 74,076 2,658 3.59%
Trust preferred capital notes 7,217 317 4.40% 7,217 317 4.39%
Total interest-bearing liabilities 3864 5,747 1.49% 388,024 9,578 2.47%
Noninterest-bearing liabilities:
Demand deposits 89,016 81,802
Other Liabilities 3,910 2,715
Total liabilities 479,830 472,541
Shareholders' equity 51,069 45,368
Total liabilities and shareholders' equity 530,899 517,909
Net interest income 22,661 19,441
Net interest spread 4.18% 3.47%
Interest expense as a percent of
average earning assets 1.15% 1.96%
Net interest margin 4.52% 3.98%

(1) Income and yields are reported on a tax equivdiasis using a federal tax rate of 34%.



EAGLE FINANCIAL SERVICES, INC.
Average Balances, Income and Expenses, Yields andtBs

(dollars in thousands)

For the Year Ended December,

2009 2008
Interest Interest
Average Income/  Average Average Income/  Average
Assets: Balance Expense Rate Balance Expense Rate
Securities:
Taxable 67,341 3,246 4.82% 65,099 3,457 5.31%
Tax-Exempt) 32,460 1,809 5.57% 30,566 1,731 5.67%
Total Securities 99,801 5,055 5.06% 95,665 5,188 5.42%
Loans:
Taxable 385,423 22,729 5.90% 385,214 24,575 6.38%
Tax-Exempt) 5,974 413 6.92% 4,651 325 6.99%
Total Loans 391,397 23,142 5.91% 389,865 24,900 6.39%
Federal funds sold 4,937 10 0.21% 2,195 45 2.05%
Interest-bearing deposits in other banks 222 3 1.20% 198 5 2.53%
Total earning assets 496,357 28,209 5.68% 487,923 30,138 6.18%
Allowance for loan losses (4,673) (3,466)
Total non-earning assets 34,649 31,714
Total assets 526,333 516,171
Liabilities and Shareholders' Equity:
Interest-bearing deposits:
NOW accounts 60,338 306 0.51% 60,774 680 1.12%
Money market accounts 60,001 543 0.90% 52,464 975 1.86%
Savings accounts 36,160 108 0.30% 33,748 214 0.63%
Time deposits:
$100,000 and more 51,455 1,941 3.77% 68,732 2,451 3.57%
Less than $100,000 94,523 1,142 1.21% 74,445 2,658 3.57%
Total interest-bearing deposits 302,477 4,040 1.34% 290,163 6,978 2.40%
Federal funds purchased and securities
sold under agreements to repurchase 15,736 392 2.49% 17,119 482 2.82%
Federal Home Loan Bank advances 63,709 2,042 3.21% 71,762 2,706 3.77%
Trust preferred capital notes 7,217 319 4.42% 7,217 346 4.79%
Total interest-bearing liabilities 3899 6,793 1.75% 386,261 10,512 2.72%
Noninterest-bearing liabilities:
Demand deposits 84,876 81,033
Other Liabilities 3,478 2,823
Total liabilities 477,492 470,117
Shareholders' equity 48,841 46,054
Total liabilities and shareholders' equity 526,333 516,171
Net interest income 21,416 19,626
Net interest spread 3.93% 3.46%
Interest expense as a percent of
average earning assets 1.37% 2.15%
Net interest margin 4.31% 4.02%

(1) Income and yields are reported on a tax equivdlasis using a federal tax rate of 34%.



EAGLE FINANCIAL SERVICES, INC.
Reconciliation of Tax-Equivalent Net Interest Incone
(dollars in thousands)

Three Months Ended

12/31/2009 9/30/2009 6/30/2009 3/31/2009 12/31/2008

GAAP Financial Measurements:

Interest Income - Loans $ 5,934 $ 5765 $ ,69B $ 5604 $ 5,972

Interest Income - Securities and Other InteEgstings Assets 1,035 1,092 1,170 1,155 1,172

Interest Expense - Deposits 806 826 1,080 1,328 1,551

Interest Expense - Other Borrowings 642 668 704 739 863
Total Net Interest Income $ 5521 % 5363 $ 088 $ 4692 $ 4,730
Non-GAAP Financial Measurements:

Add: Tax Benefit on Tax-Exempt Interest Inconmans $ 35 $ 37% 33 $ 35 % 31

Add: Tax Benefit on Tax-Exempt Interest Incon&ecurities 156 158 154 147 140
Total Tax Benefit on Tax-Exempt Interest Income $ 191 % 195 $ 187 $ 182 % 171

©*»

5,558 $ 2A $ 4,874

@

Tax-Equivalent Net Interest Income $ 5,712 4,901




