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Market Data
Company Profile: Third Quarter 2015 Financial Results gﬂljirrrter:t\lg?ll:: (mm) $fgs3-i
Company Description: Cortland Bancorp is a financial holding company headquartered in Cortland, | &ares oy (r $16.00- 813,00
Ohio. Founded in 1892, the company's bank subsidiary, The Cortland Savings and Banking Company, | ADTV (shares) 3,220
has 13 full-service banking offices located in Trumbull, Mahoning, Portage, and Ashtabula counties | Dividend Yield L.6%
(OH). The company offers both retail and commercial banking services, though the majority of the | 'nsttutional Ownership 1%
loan portfolio is commercial-oriented. Cortland’s market has a projected population growth rate of | rinancial Data
-2.35% through 2020. The weighted median household income for the company’s market is $43,920; | Assets (mm) $570
below both the Ohio and national medians of $48,687 and $53,706, respectively. Deposits (mm) $455

Equity (mm) $57
Key Highlights: Book Value per Share $12.82

Tang. Book Value per Share $12.82

Management: Cortland is led by President and Chief Executive Officer James M. Gasior. Mr.
Gasior is Certified Public Accountant and has been with the company since 1990. Other key
management positions are held by Chief Financial Officer David J. Lucido, and Chief Operating
Officer Timothy Carney. Each has more than 20 years of experience in the banking industry.

Earnings: Cortland Bancorp reported GAAP diluted EPS of $0.27 in 3Q15 vs. $0.21 in 2Q15. The
increase in earnings relative to 2Q15 was driven by increased levels of spread and fee income,
combined with lower noninterest expenses.

Loan & Deposit Growth: On a linked-quarter basis, gross loans held for investment increased
2.2%, annualized. Loan growth was concentrated in residential mortgages. Deposits expanded 6.4%,
annualized, during the quarter, due to growth in NOW and MMDA accounts.

Net Interest Margin: On a sequential-quarter basis, the net interest margin increased one basis
point to 3.67% in 3Q15, and net interest income (FTE) increased 1.4% to $4.9 million. The margin
expansion was primarily driven by a larger balance sheet.

Asset Quality: Loan loss provision expense was $100k in 3Q15 vs. $130k in 2Q15 while the net-
charge off ratio elevated to 0.42% due to the deterioration of an isolated credit. However, NPAs
decreased during 3Q15 in both absolute and relative terms and were 1.63% of assets at quarter-end.

Future Goals: Management has stated Cortland will focus on deploying capital towards accelerated
organic growth. The company is characterized by its strong balance sheet, diversified revenue lines,
and ample capital (9.9% TCE ratio), which supports enhanced shareholder returns through
opportunistic share repurchases and cash dividend increases. Additionally, we believe management
is open to exploring a potential strategic acquisition, if an appropriate transaction becomes available.

Cortland Bancorp: Branch Map
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Loans/ Deposits
Tang. Common Equity/ Tang. Assets

Net Interest Margin 3.67%
Efficiency Ratio 67.4%
ROAA 0.86%
ROATCE 8.67%
NPAs/ Assets 1.63%
NCOs/ Avg. Loans 0.42%
Loan Loss Reserves/ Loans 1.43%
GAAP EPS (Fully Diluted)
Q1 Q2 Q3 Q4 FY

2013 $0.18 $0.18 $0.14 ($0.11) $0.39
2014 $0.29 $0.23 $0.21 $0.12  $0.85
2015 $0.25 $0.21 $0.27 -
Valuation Metrics

CLDB Peers Prem/Disc
LTMP/E  18.0x 13.9x 30.0%
P/BV 119% 91% 31.8%
PITBV 119% 101% 18.0%

Quarter Ended September 30, 2015
Source: SNL Financial and B&S Estimates

Scott Beury
610.862.5337
sbeury@boenninginc.com

Matthew Schultheis, CFA
610.832.5290
mschultheis@boenninginc.com

nling for CLOA (Cntinne o)

choing Frics Dec U, 205 151

H :
M g iI'J
i
T nz
’ ! I
W A |
A TR gy 7 1o
1 Aens |
|
T A Jd O W4 Aw oo WI8 Aw W od

PRICE AS OF PRIOR DAY’S CLOSE. PLEASE SEE IMPORTANT DISCLOSURES ON PAGE 3.




BOENNING (3USCATTERGOOD

FINANCIAL POSITION & TRENDS

Cortland Bancorp had gross loans of $363.0 million as of September 30, 2015. As shown below, commercial real estate, 1-4 family and C&lI
loans represent the largest components of the portfolio. Total deposits were $447.4 million at quarter-end with money market and savings accounts
representing the greatest portions of the deposit mix.

CLDB Loan Mix CLDB Deposit Mix
Construction 1-4 Family Demand
Other 4.4% 17.5% 21.8% Now

cal 14%
15.3%

8.1%

Jumbo Time

Consumer 9.3%

1.1%

Retail Time

19.4% MMDA &

Savings

CRE 41.4%

60.4%

Cortland’s net interest margin was 3.67% in 3Q15, two bps below the median of 3.69% for its peer group. The company’s average yield on
interest-earning assets was 4.15% in 3Q15, up one basis point from the prior quarter, and the average cost of deposits was flat at 0.36% over the
same period. Cortland’s efficiency ratio was 67.42% in 3Q15 vs. the peer group median of 68.16%.

Net Interest Margin Trends | —*—CLDB Efficiency Ratio Trends mCLDB
3.80% - PEERS 80.0% - OPEERS
70.0% -
3.70% -
\/ 60.0% -
3.60% -
50.0% -
3.50% T T T T T —— 40.0% - L
2Q14 3Q14 4Q14 1Q15 2Q15 3Q15 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15

The company’s nonperforming loans/ total loans ratio fell to 2.33% at quarter-end, compared to the peer median of 1.74%. The net charge-off
ratio was 0.42% in 3Q15, vs. the peer median of 0.06%. Cortland’s common equity tier one (“CET1”) capital ratio was 13.02% as of September
30, 2015, vs. a median of 14.28% for its peer group and its total risk-based capital ratio was 15.28% vs. the peer group median of 15.27%.

Capital Metrics
) 3 Emmm CLDB NPLs/ Loans
Credit Quality Trends | c— peerNpLs/Loans 2Q14 3Q14 4Q14 1Q15 2Q15 3Q15
CLDB NCO Ratio (%) (%) (%) (%) (%) (%)
Peer NCO Ratio Dividend Payout Ratio
CLDB 2174 2381 4167 2400 2857 2222
3.00% A L 0.80% Peer Group 3273 2662 3750 3454 3383  27.77
CET1 Ratio
2.50% 1 b 0.60% CLDB 1349 1344 1334 1319 1288  13.02
CR— - Peer Group 1426 1450 1422 1431 1475  14.28
g - [ 040% & Leverage Ratio
- % L 0oner O CLDB 10.79 10.86 1066 1074  10.83  10.89
% 150% 020% O
T > Peer Group 9.98  10.24 9.96 1013 1041  10.35
Z  1.00% 4 I 0.00% Tier 1 Ratio
CLDB 1489 1476 1469 1458 1439  14.04
0.50% A b -0.20% Peer Group 1561 1523 1450 1449 1479 1427
0.00% 0.40% Total Capital Ratio
00% - - -0.40% CLDB 1598 1584 1574 1582 1563 1528
QU4 Q14 4Q14 1015 2015 QIS Peer Group 1617 1610 1580 1552 1556  15.27

Note: The “peer group” consists of all publicly traded banks and thrifts with less than $1 billion in assets located in the state where the profile company is headquartered.
Source: SNL Financial and Company filings



Disclosure Appendix

Risk Factors:

The realization of any or all of the following risk factors, among others, may adversely affect the company’s stock: downturn in the economy,
change in the valuation of small-, mid- and large-cap banks, regulatory changes, flatness or inversion of the yield curve and unanticipated large
credit losses.

Analyst Certification:

The research analysts whose names appears on this research report certify that: (1) all of the views expressed in this research report accurately reflect
their personal views about the subject security or issuer, and (2) no part of the research analysts’ compensation was, is, or will be directly or indirectly
related to the specific recommendations or views expressed by the research analysts in this research report.

Important Disclosures:

Analyst compensation is based on, in part, Boenning & Scattergood, Inc.’s profitability, which includes revenues from investment banking.
Boenning & Scattergood expects to receive or intends to seek compensation for investment banking services from the subject company in the next
three months.

Boenning & Scattergood makes a market in shares of the subject company.
Boenning & Scattergood serves as OTCQX Corporate Broker for the subject company.
Boenning & Scattergood received compensation for non-investment banking services from the subject company within the past 12 months.

Ratings System:
Our three-tier investment ratings are based on a stock’s return potential relative to a broad market index:

e Outperform (Buy): The security’s total return over the year or longer is expected to exceed the total return of the S&P 500™ over the identical
period.

e Neutral (Hold): The security’s total return over the next year or longer is expected to be roughly equivalent to the total return of the S&P 500™
over the identical period.

o Underperform (Sell): The security’s total return over the next year or longer is expected to be less than the total return of the S&P 500™ over
the identical period.

Our four-tier risk ratings are based on a mix of price volatility and fundamental factors relative to the market and peer group.

e Low: The security has higher-than-average fundamental predictability and/or lower-than-average price volatility.

e Moderate: The security has average fundamental predictability and/or average price volatility.

e High: The security has lower-than-average fundamental predictability and/or higher-than-average price volatility.
o Speculative: The security has very inconsistent fundamental predictability and/or very high relative price volatility.

Ratings Distribution (9/30/15):

Coverage Universe (a) % of Universe Investment Banking Clients (b) % of Rating Group
Outperform (Buy) 32% Outperform (Buy) 6%
Neutral (Hold) 40% Neutral (Hold) 15%
Underperform (Sell) 6% Underperform (Sell) 33%
Not Rated 22% Not Rated 9%
(a) Total may not add up to 100% due to rounding (b) Related to services provided within the past 12 months

Additional information on companies in a research report, including financial models, is available on request. Boenning & Scattergood, Inc. does
and seeks to do business with companies covered in its research reports. As a result, Investors should be aware that they firm may have a conflict
of interest that could affect the objectivity of this report. This report is not a complete analysis of every material fact representing company, industry
or security mentioned herein. The information has been obtained from sources believed reliable, but is not necessarily complete and is not
guaranteed. The reports are prepared for general information only and do not have regard to the specific investment objectives, financial situation
or the particular needs of any specific person who may receive this report. The information is not to be relied upon in substitution for the exercise
of independent judgment. It is recommended that Investors seek financial advice regarding the appropriateness of investing in any securities or
investment strategies discussed in any report and should understand that statements regarding future prospects, earnings estimates and forecasts may
not be realized. This communication shall not be deemed to constitute an offer, or solicitation on our part with respect to the sale or purchase of any
securities. Securities and financial instruments mentioned herein may not be qualified for sale in all states. Opinions are subject to change without
notice and reflect the opinion at its original date of publication. Boenning & Scattergood may have issued a trading opinion that may have identified
a short term trading opportunity that may differ from the analyst’s stock rating which is based on the expected return over a 12-month period.
Boenning & Scattergood may trade for their own accounts as market maker, may have a long or short position in any securities of this issuer or
related investments, and/or may be the opposite side of public orders. This firm or its officers, directors, stockholders, employees and clients, in the
normal course of business, may have, acquire or sell a position including options, if any, in the securities mentioned. Boenning & Scattergood may
also act as underwriter, placement agent, advisor, or lender to an issuer mentioned herein.

Member FINRA/SIPC



Financial Institutions Group (FIG)

Boenning & Scattergood has assembled an
experienced team of professionals in equity and fixed
income sales and trading, equity research, investment
banking and asset management to address the unique
needs of our financial institution clients. Boenning

& Scattergood’s FIG team specializes in providing
comprehensive solutions and unparalleled services

to assist clients in successfully growing their business.

Asset Management and Consulting - Through its
investment advisory division, 1914 Advisors, Boenning
& Scattergood provides asset management services
for institutions and individuals.

Equity Research - Our FIG equity research analysts
provide a unique viewpoint and differentiated analysis
on individual banks and thrifts as well as a broad
perspective on the issues facing the financial
services industry.

Sales and Trading - Our FIG sales and trading team
effects equity and fixed income transactions,
including 10(b)(5) and 144 transactions for both
financial institutions and individual investors. Our
market making group specializes in providing liquidity
and market intelligence for trading the securities of
financial institutions, particularly those with

limited trading activity.
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