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Part I. Financial Information

Item 1. Financial Statements
ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET
(UNAUDITED)
March 31, September 30,
2018 2017
(dollarsin thousands)
Cash and due from banks 29112 $ 36,008
Interest-bearing deposits with other institutions 5,692 5,675
Total cash and cash equivalents 34,804 41,683
Certificates of deposit 500 500
Investment securities available for sale, at fair value 377,375 390,452
Loans receivable (net of allowance for loan losses of $10,510 and $9,365) 1,291,262 1,236,681
Regulatory stock, at cost 17,234 13,832
Premises and equipment, net 15,604 16,234
Bank-owned life insurance 38,130 37,626
Foreclosed real estate 1,279 1,424
Intangible assets, net 1,565 1,844
Goodwill 13,801 13,801
Deferred income taxes 8,299 10,422
Other assets 21,071 20,719
TOTAL ASSETS 1,820,924 $ 1,785,218
LIABILITIES
Deposits 1239353 $ 1,274,861
Short-term borrowings 241,345 137,446
Other borrowings 139,434 174,168
Advances by borrowers for taxes and insurance 12,188 5,163
Other liabilities 11,226 10,853
TOTAL LIABILITIES 1,643,546 1,602,491
STOCKHOLDERS EQUITY
Preferred Stock ($0.01 par value; 10,000,000 shares authorized, none i ssued) —_ —_
Common stock ($0.01 par value; 40,000,000 shares authorized, 18,133,095 issued;

11,732,222 and 11,596,263 outstanding at March 31, 2018 and September 30,

2017, respectively) 181 181
Additional paid in capital 180,466 180,764
Unallocated common stock held by the Employee Stock Ownership Plan (ESOP) (8,488) (8,720)
Retained earnings 90,179 91,147
Treasury stock, at cost; 6,400,873 and 6,536,832 shares outstanding at March 31, 2018

and September 30, 2017, respectively (78,225) (79,891)
Accumulated other comprehensive loss (6,735) (754)

TOTAL STOCKHOLDERS EQUITY 177,378 182,727
TOTAL LIABILITIESAND STOCKHOLDERS EQUITY $ 1,820,924 $ 1,785,218

See accompanying notes to the unaudited consolidated financial statements.
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ESSA BANCORP, INC. AND SUBSIDIARY

CONSOLIDATED STATEMENT OF OPERATIONS

INTEREST INCOME
Loansreceivable, including fees
Investment securities:
Taxable
Exempt from federal income tax
Other investment income
Total interest income
INTEREST EXPENSE
Deposits
Short-term borrowings
Other borrowings
Total interest expense
NET INTEREST INCOME
Provision for loan losses
NET INTEREST INCOME AFTER PROVISION FOR LOAN
LOSSES
NONINTEREST INCOME
Service fees on deposit accounts
Services charges and fees on loans
Trust and investment fees
Gain on sale of investments, net
Earnings on Bank-owned life insurance
Insurance commissions
Other
Total noninterest income
NONINTEREST EXPENSE
Compensation and employee benefits
Occupancy and equipment
Professional fees
Data processing
Advertising
Federal Deposit Insurance Corporation (FDIC) premiums
L oss(Gain) on foreclosed real estate
Amortization of intangible assets
Other
Total noninterest expense
Income before income taxes
Income taxes
NET INCOME
Earnings per share
Basic
Diluted
Dividends per share

(UNAUDITED)

For the Three Months Ended

March 31,

For the Six Months Ended

March 31,

2018

2017

2018

2017

(dollarsin thousands, except per

share data)

(dollarsin thousands, except per

share data)

$ 12953 $ 11,799 $ 25736 $ 24,050
2,186 2,043 4,244 3,917

285 303 573 612

423 234 670 450

15,847 14,379 31,223 29,029

2,359 2,069 4,736 4,081

951 296 1,535 547

602 710 1,249 1,465

3912 3,075 7,520 6,093

11,935 11,304 23,703 22,936

1,100 750 2,100 1,500

10,835 10,554 21,603 21,436

821 813 1,704 1,677

299 273 668 627

237 214 477 364

75 — 75 —

249 256 504 519

204 203 375 396

60 25 111 58

1,945 1,784 3914 3,641

5,900 6,056 11,908 12,233

1,186 1,190 2,371 2,281

626 835 1,192 1,580

888 931 1,817 1,865

201 241 359 546

256 213 445 400

32 ) (4) (101)

135 164 279 327

764 879 1,903 1,775

9,088 10,504 20,270 20,906

2,792 1,834 5,247 4171

529 203 4,622 603

$ 2263 $ 1631 $ 625 $ 3,568
$ 021 $ 015 $ 006 $ 0.34
$ 021 $ 015 $ 006 $ 0.34
$ 009 $ 009 $ 018 $ 0.18

See accompanying notes to the unaudited consolidated financial statements.
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ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME (LOSS)
(UNAUDITED)

For the Three Months Ended For the Six Months Ended
March 31, March 31,
2018 2017 2018 2017
(dollarsin thousands)
Net income $ 2263 $ 1631 $ 625 $ 3,568
Other comprehensive (l0ss) income:
Investment securities available for sale:
Unrealized holding gain (10ss) (6,452) 1,184 (8,403) (9,048)
Tax effect 1,352 (403) 2,015 3,076
Reclassification of gains recognized in net income (75) — (75) —
Tax effect 18 — 18 —
Net of tax amount (5,157) 781 (6,445) (5,972)
Pension plan adjustment:
Related to freezing pension — 7,143 — 7,143
Tax effect — (2,429) — (2,429)
Reclassification of gains recognized in net income — 23 — 159
Tax effect — (10) — (56)
Net of tax amount — 4727 — 4817
Derivative and hedging activities adjustments:
Changesin unrealized holding gains on derivatives
included in net income 738 40 1,195 1,092
Tax effect (151) (15) (307) (473)
Reclassification adjustment for gains on derivativesincluded
in net income (76) (5) (99) 6
Tax effect 13 3 21 (2)
Net of tax amount 524 23 810 623
Total other comprehensive (loss) income (4,633) 5,531 (5,635) (532)
Comprehensive (loss) income $ (2,370) $ 7162 $ (5010) $ 3,036

See accompanying notes to the unaudited consolidated financial statements.
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ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY
(UNAUDITED)

Unallocated Accumulated
Common Stock Additional Common Other Total
Number of Paid In Stock Held by Retained Treasury Comprehensive Stockholders'
Shares Amount Capital the ESOP Earnings Stock L oss Equity
(dollarsin thousands except share data)

Balance, September 30, 2017 11,596,263 $ 181 $ 180,764 $ (8,720) $ 91,147 $ (79,891) $ (754) $ 182,727
Net income 625 625
Other comprehensive loss (5,635) (5,635)
Reclassification of certain income

tax effects from accumulated

other comprehensive income 346 (346) —
Cash dividends declared ($0.18

per share) (1,939) (1,939)
Stock based compensation 184 184
Allocation of ESOP stock 130 232 362
Allocation of treasury sharesto

incentive plan 22,994 (281) 281 —
Stock options exercised 112,965 (331) 1,385 1,054
Balance, March 31, 2018 11,732,222 $ 181 $ 180,466 $ (8,488) $ 90,179 $ (78,225) $ (6,735) $ 177,378

See accompanying notes to the unaudited consolidated financial statements.
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ESSA BANCORP, INC. AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS
(UNAUDITED)

For the Six Months Ended
March 31,
2018 2017
(dollarsin thousands)

OPERATING ACTIVITIES

Net income 625 $ 3,568
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan losses 2,100 1,500
Provision for depreciation and amortization 599 685
Amortization and accretion of discounts and premiums, net 2,227 2,216
Net gain on sale of investment securities (75) —
Compensation expense on ESOP 362 344
Stock based compensation 184 145
Increase in accrued interest receivable (130) (160)
Increase (decrease) in accrued interest payable 34 (183)
Earnings on bank-owned life insurance (504) (519)
Deferred federal income taxes 3,525 170
(Decrease) increase in accrued pension liability (255) 297
Gain on foreclosed real estate, net 4) (101)
Amortization of identifiable assets 279 327
Other, net 1,910 3,963
Net cash provided by operating activities 10,877 12,252
INVESTING ACTIVITIES
Certificates of deposit maturities — 250
Investment securities available for sale:
Proceeds from sale of investment securities 22,074 —
Proceeds from principal repayments and maturities 32,270 33,192
Purchases (50,617) (48,049)
(Increase) decrease in loans receivable, net (58,649) 5,792
Redemption of regulatory stock 9,034 11,413
Purchase of regulatory stock (12,436) (9,911)
Proceeds from sale of foreclosed red estate 837 1,557
Purchase of premises, equipment and software (66) (383)
Net cash used for investing activities (57,553) (6,139)
FINANCING ACTIVITIES
(Decrease) increase in deposits, net (35,508) 23,555
Net increase (decrease) in short-term borrowings 103,899 (8,509)
Proceeds from other borrowings 25,100 17,597
Repayment of other borrowings (59,834) (49,030)
Increase in advances by borrowers for taxes and insurance 7,025 4,159
Exercising of stock options 1,054 807
Dividends on common stock (1,939) (1,907)
Net cash provided by (used for) financing activities 39,797 (13,328)
Decrease in cash and cash equivalents (6,879) (7,215)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 41,683 43,658
CASH AND CASH EQUIVALENTSAT END OF YEAR 34,804 36,443
SUPPLEMENTAL CASH FLOW DISCLOSURES
Cash Paid:
Interest 7,486 6,276
Income taxes 2) (389)
Noncash items:
Transfers from loans to foreclosed real estate 688 2112
Unrealized holding loss (8,478) (9,048)
Pension Plan curtailment — 7,143

See accompanying notes to the unaudited consolidated financial statements.
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ESSA BANCORP, INC. AND SUBSIDIARY
Notes to Consolidated Financial Statements
(unaudited)

1.  Natureof Operationsand Basis of Presentation

The consolidated financial statementsinclude the accounts of ESSA Bancorp, Inc. (the “Company”), its wholly owned subsidiary, ESSA
Bank & Trust (the “Bank™), and the Bank’s wholly owned subsidiaries, ESSACOR Inc.; Pocono Investments Company; ESSA Advisory Services,
LLC; Integrated Financial Corporation; and Integrated Abstract Incorporated, awholly owned subsidiary of Integrated Financial Corporation. The
primary purpose of the Company isto act as aholding company for the Bank. On November 6, 2014, the Company converted its status from a
savings and loan holding company to a bank holding company. In addition, the Bank converted from a Pennsylvania-chartered savings
association to a Pennsylvania-chartered savings bank. The Bank’s primary business consists of the taking of deposits and granting of loansto
customers generally in Monroe, Northampton, Lehigh, Delaware, Chester, Montgomery, Lackawanna, and L uzerne Counties, Pennsylvania. The
Bank is subject to regulation and supervision by the Pennsylvania Department of Banking and Securities and the Federal Deposit Insurance
Corporation (the“FDIC"). The investment in the Bank on the parent company’sfinancial statementsiscarried at the parent company’s equity in
the underlying net assets.

ESSACOR, Inc. is aPennsylvania corporation that has been used to purchase properties at tax sales that represent collateral for delinquent
loans of the Bank and is currently inactive. Pocono Investment Company is a Delaware corporation formed as an investment company subsidiary
to hold and manage certain investments, including certain intellectual property. ESSA Advisory Services, LLC isaPennsylvanialimited liability
company owned 100 percent by ESSA Bank & Trust. ESSA Advisory Services, LLC isafull-service insurance benefits consulting company
offering group services such as health insurance, life insurance, short-term and long-term disability, dental, vision, and 401(Kk) retirement planning
aswell asindividual health products. Integrated Financial Corporation is a Pennsylvania corporation that provided investment advisory services
to the general public and is currently inactive. Integrated Abstract Incorporated is a Pennsylvania corporation that provided title insurance
services and is currently inactive. All significant intercompany accounts and transactions have been eliminated in consolidation.

The unaudited consolidated financial statements reflect all adjustments, which in the opinion of management, are necessary for afair
presentation of the results of the interim periods and are of anormal and recurring nature. Operating results for the three and six month periods
ended March 31, 2018 are not necessarily indicative of the results that may be expected for the year ending September 30, 2018.

2. Earningsper Share

The following tabl e sets forth the composition of the weighted-average common shares (denominator) used in the basic and diluted
earnings per share computation for the three and six month periods ended March 31, 2018 and 2017.

Three Months Ended Six Months Ended
March 31, March 31, March 31, March 31,
2018 2017 2018 2017
Weighted-average common shares outstanding 18,133,095 18,133,095 18,133,095 18,133,095
Average treasury stock shares (6,459,392) (6,618,067) (6,490,961) (6,670,049)
Average unearned ESOP shares (843,010) (888,285) (848,729) (894,004)
Average unearned non-vested shares (34,340) (33,746) (44,318) (42,958)
Weighted average common shares and common stock
equivalents used to cal culate basic earnings per share 10,796,353 10,592,997 10,749,087 10,526,084
Additional common stock equivalents (non-vested stock)
used to calculate diluted earnings per share 347 1,646 143 —
Additional common stock equivalents (stock options) used
to calculate diluted earnings per share 25,409 97,317 31,149 91,157
Weighted average common shares and common stock
equivalents used to calculate diluted earnings per share 10,822,109 10,691,960 10,780,379 10,617,241

At March 31, 2018 there were 53,313 shares of nonvested stock outstanding at an average weighted price of $15.24 per share that were not
included in the computation of diluted earnings per share because to do so would have been anti-dilutive. At March 31, 2017 there were 53,371
shares of nonvested stock outstanding at an average weighted price of $11.77 per share that were not included in the computation of diluted
earnings per share because to do so would have been anti-dilutive.



3. Useof Estimatesin the Preparation of Financial Statements

The accounting principles followed by the Company and its subsidiaries and the methods of applying these principles conform to U.S.
generally accepted accounting principles (“GAAP”) and to general practice within the banking industry. In preparing the consolidated financial
statements, management is required to make estimates and assumptions that affect the reported amounts of assets and liabilities as of the
Consolidated Balance Sheet date and related revenues and expenses for the period. Actual results could differ from those estimates.

4.  Recent Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers (a new revenue recognition standard). The Update's
core principle isthat acompany will recognize revenue to depict the transfer of goods or services to customersin an amount that reflects the
consideration to which the entity expectsto be entitled in exchange for those goods or services. In addition, this Update specifies the accounting
for certain coststo obtain or fulfill acontract with a customer and expands disclosure requirements for revenue recognition. This Updateis
effective for annual reporting periods beginning after December 15, 2016, including interim periods within that reporting period. Since the guidance
scopes out revenue associated with financial instruments, including loan receivables and investment securities, we do not expect the adoption of
the new standard, or any of the amendments, to result in amaterial change from our current accounting for revenue because the mgjority of the
Company's revenue is not within the scope of Topic 606. However, we do expect that the standard will result in new disclosure requirements,
which are currently being evaluated.

In August 2015, the FASB issued ASU 2015-14, Revenue from Contracts with Customers (Topic 606). The amendments in this Update defer
the effective date of ASU 2014-09 for all entities by oneyear. Public business entities, certain not-for-profit entities, and certain employee benefit
plans should apply the guidance in ASU 2014-09 to annual reporting periods beginning after December 15, 2017, including interim reporting
periods within that reporting period. All other entities should apply the guidance in ASU 2014-09 to annual reporting periods beginning after
December 15, 2018, and interim reporting periods within annual reporting periods beginning after December 15, 2019. The Company is evaluating
the effect of adopting this new accounting Update.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments — Overall (Subtopic 825-10): Recognition and Measurement of
Financial Assetsand Financial Liabilities. This Update appliesto al entitiesthat hold financial assets or owe financial liabilities and isintended
to provide more useful information on the recognition, measurement, presentation, and disclosure of financial instruments. Among other things,
this Update (a) requires equity investments (except those accounted for under the equity method of accounting or those that result in
consolidation of the investee) to be measured at fair value with changesin fair value recognized in net income; (b) simplifies the impairment
assessment of equity investments without readily determinable fair values by requiring a qualitative assessment to identify impairment; (c)
eliminates the requirement to disclose the fair value of financial instruments measured at amortized cost for entities that are not public business
entities; (d) eliminates the requirement for public business entities to disclose the method(s) and significant assumptions used to estimate the fair
value that isrequired to be disclosed for financial instruments measured at amortized cost on the balance sheet; (€) requires public business
entities to use the exit price notion when measuring the fair value of financial instruments for disclosure purposes; (f) requires separate
presentation of financial assets and financial liabilities by measurement category and form of financial asset (that is, securities or loans and
receivables) on the balance sheet or the accompanying notes to the financial statements; and (g) clarifies that an entity should evaluate the need
for avaluation allowance on adeferred tax asset related to available-for-sale securitiesin combination with the entity’s other deferred tax
assets. For public business entities, the amendmentsin this Update are effective for fiscal years beginning after December 15, 2017, including
interim periods within those fiscal years. For all other entities, including not-for-profit entities and employee benefit plans within the scope of
Topics 960 through 965 on plan accounting, the amendmentsin this Update are effective for fiscal years beginning after December 15, 2018, and
interim periods within fiscal years beginning after December 15, 2019. All entities that are not public business entities may adopt the amendments
in this Update earlier as of the fiscal years beginning after December 15, 2017, including interim periods within those fiscal years. The Company is
currently evaluating the impact the adoption of the standard will have on the Company’s financial position or results of operations.

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The standard requires |essees to recognize the assets and liabilities
that arise from leases on the balance sheet. A lessee should recognize in the statement of financial position aliability to make lease payments (the
lease liahility) and aright-of-use asset representing itsright to use the underlying asset for the lease term. A short-term leaseis defined asonein
which (a) the lease term is 12 months or less and (b) there is not an option to purchase the underlying asset that the lessee is reasonably certain to
exercise. For short-term leases, |essees may elect to recognize | ease payments over the lease term on a straight-line basis. For public business
entities, the amendments in this Update are effective for fiscal years beginning after December 15, 2018, and interim periods within those years. For
all other entities, the amendmentsin this Update are effective for fiscal years beginning after December 15, 2019, and for interim periods within
fiscal years beginning after December 15, 2020. The amendments should be applied at the beginning of the earliest period presented using a
modified retrospective approach



with earlier application permitted as of the beginning of an interim or annual reporting period. Based on the Company’s preliminary analysis of its
current portfolio, the impact to the Company’s balance sheet is estimated to result in less than a 1 percent increase in assets and liabilities. The
Company also anticipates additional disclosuresto be provided at adoption.

In April 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers (Topic 606). The amendmentsin this Update affect
entities with transactions included within the scope of Topic 606, which includes entities that enter into contracts with customersto transfer
goods or servicesin exchange for consideration. The amendmentsin this Update do not change the core principle for revenue recognition in Topic
606. Instead, the amendments provide (1) more detailed guidance in afew areas and (2) additional implementation guidance and examples based on
feedback the FASB received from its stakeholders. The amendments are expected to reduce the degree of judgment necessary to comply with
Topic 606, which the FASB expects will reduce the potential for diversity arising in practice and reduce the cost and complexity of applying the
guidance. The amendmentsin this Update affect the guidancein ASU 2014-09, Revenue from Contracts with Customers (Topic 606), which is not
yet effective. The effective date and transition requirements for the amendments in this Update are the same as the effective date and transition
reguirementsin Topic 606 (and any other Topic amended by Update 2014-09). ASU 2015-14, Revenue from Contracts with Customer s (Topic 606):
Deferral of the Effective Date, defers the effective date of Update 2014-09 by one year. The Company is currently evaluating the impact the
adoption of the standard will have on the Company’s financial position or results of operations.

In May 2016, the FASB issued ASU 2016-12, Revenue from Contracts with Customers (Topic 606), which among other things clarifies the
objective of the collectability criterion in Topic 606, aswell as certain narrow aspects of Topic 606. The amendmentsin this Update affect the
guidance in ASU 2014-09, Revenue from Contracts with Customers (Topic 606), which is not yet effective. The effective date and transition
requirements for the amendments in this Update are the same as the effective date and transition requirements for Topic 606 (and any other Topic
amended by Update 2014-09). ASU 2015-14, Revenue from Contracts with Customers (Topic 606): Deferral of the Effective Date, defersthe
effective date of Update 2014-09 by one year. This Update is not expected to have a significant impact on the Company’sfinancial statements.

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses: Measurement of Credit Losses on Financial
I nstruments, which changes the impairment model for most financial assets. This Updateisintended to improve financial reporting by requiring
timelier recording of credit losses on loans and other financial instruments held by financial institutions and other organizations. The underlying
premise of the Update is that financial assets measured at amortized cost should be presented at the net amount expected to be collected, through
an allowance for credit losses that is deducted from the amortized cost basis. The allowance for credit losses should reflect management’s current
estimate of credit losses that are expected to occur over the remaining life of afinancial asset. Theincome statement will be effected for the
measurement of credit losses for newly recognized financial assets, aswell as the expected increases or decreases of expected credit osses that
have taken place during the period. ASU 2016-13 is effective for annual and interim periods beginning after December 15, 2019, and early adoption
is permitted for annual and interim periods beginning after December 15, 2018. With certain exceptions, transition to the new requirements will be
through a cumulative effect adjustment to opening retained earnings as of the beginning of the first reporting period in which the guidanceis
adopted. We expect to recognize a one-time cumulative effect adjustment to the allowance for loan losses as of the beginning of thefirst reporting
period in which the new standard is effective, but cannot yet determine the magnitude of any such one-time adjustment or the overall impact of the
new guidance on the consolidated financial statements.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash
Payments, which addresses eight specific cash flow issues with the objective of reducing diversity in practice. Among these include recognizing
cash payments for debt prepayment or debt extinguishment as cash outflows for financing activities; cash proceeds received from the settlement
of insurance claims should be classified on the basis of the related insurance coverage; and cash proceeds received from the settlement of bank-
owned lifeinsurance policies should be classified as cash inflows from investing activities while the cash payments for premiums on bank-owned
policies may be classified as cash outflows for investing activities, operating activities, or acombination of investing and operating activities. The
amendmentsin this Update are effective for public business entities for fiscal years beginning after December 15, 2017, and interim periods within
those fiscal years. For al other entities, the amendments are effective for fiscal years beginning after December 15, 2018, and interim periods within
fiscal years beginning after December 15, 2019. Early adoption is permitted, including adoption in an interim period. If an entity early adopts the
amendmentsin an interim period, any adjustments should be reflected as of the beginning of the fiscal year that includes that interim period. An
entity that elects early adoption must adopt all of the amendmentsin the same period. The amendmentsin this Update should be applied using a
retrospective transition method to each period presented. If it isimpracticable to apply the amendments retrospectively for some of the issues, the
amendments for those issues would be applied prospectively as of the earliest date practicable. The Company is currently evaluating the impact
the adoption of the standard will have on the Company’s statement of cash flows.



In January 2017, the FASB issued ASU 2017-01, Business Combinations (Topic 805), Clarifying the Definition of a Business, which
provides a more robust framework to use in determining when a set of assets and activities (collectively referred to asa“ set”) isabusiness. The
screen requires that when substantially all of the fair value of the gross assets acquired (or disposed of) is concentrated in asingle identifiable
asset or agroup of similar identifiable assets, the set is nhot a business. This screen reduces the number of transactions that need to be further
evaluated. Public business entities should apply the amendmentsin this Update to annual periods beginning after December 15, 2017, including
interim periods within those periods. All other entities should apply the amendments to annual periods beginning after December 15, 2018, and
interim periods within annual periods beginning after December 15, 2019. The amendmentsin this Update should be applied prospectively on or
after the effective date. ThisUpdateis not expected to have a significant impact on the Company’sfinancial statements.

In January 2017, the FASB issued ASU 2017-04, Smplifying the Test for Goodwill Impairment. To simplify the subsequent measurement of
goodwill, the FASB eliminated Step 2 from the goodwill impairment test. In computing the implied fair value of goodwill under Step 2, an entity had
to perform procedures to determine the fair value at the impairment testing date of its assets and liabilities (including unrecognized assets and
liabilities) following the procedure that would be required in determining the fair value of assets acquired and liabilities assumed in abusiness
combination. Instead, under the amendmentsin this Update, an entity should perform its annual, or interim, goodwill impairment test by comparing
the fair value of areporting unit with its carrying amount. An entity should recognize an impairment charge for the amount by which the carrying
amount exceeds the reporting units fair value; however, the loss recognized should not exceed the total amount of goodwill allocated to that
reporting unit. A public business entity that isaU.S. Securities and Exchange Commission (SEC) filer should adopt the amendmentsin this
Update for its annual or any interim goodwill impairment testsin fiscal years beginning after December 15, 2019. A public business entity that is
not an SEC filer should adopt the amendmentsin this Update for its annual or any interim goodwill impairment testsin fiscal years beginning after
December 15, 2020. All other entities, including not-for-profit entities, that are adopting the amendmentsin this Update should do so for their
annual or any interim goodwill impairment testsin fiscal years beginning after December 15, 2021. The Company is currently evaluating the impact
the adoption of the standard will have on the Company’sfinancial position or results of operations.

In February 2017, the FASB issued ASU 2017-05, Other Income—Gains and Losses from the Derecognition of Nonfinancial Assets
(Subtopic 610-20). The amendmentsin this Update clarify what constitutes afinancial asset within the scope of Subtopic 610-20. The
amendments also clarify that entities should identify each distinct nonfinancial asset or in substance nonfinancial asset that is promised to a
counterparty and to derecognize each asset when the counterparty obtains control. Thereisalso additional guidance provided for partial sales of
anonfinancial asset and when derecognition, and the related gain or loss, should be recognized. The amendmentsin this Update are effective at
the same time as the amendmentsin Update 2014-09. Therefore, for public entities, the amendments are effective for annual reporting periods
beginning after December 15, 2017, including interim reporting periods within that reporting period. For all other entities, the amendmentsin this
Update are effective for annual reporting periods beginning after December 15, 2018, and interim reporting periods within annual reporting periods
beginning after December 15, 2019. The Company is currently evaluating the impact the adoption of the standard will have on the Company’s
financial position or results of operations.

In March 2017, the FASB issued ASU 2017-07, Compensation—Retirement Benefits (Topic 715). The amendments in this Update require
that an employer report the service cost component in the same line item or items as other compensation costs arising from services rendered by
the pertinent employees during the period. The other components of net benefit cost as defined in paragraphs 715-30-35-4 and 715-60-35-9 are
required to be presented in the income statement separately from the service cost component and outside a subtotal of income from operations, if
oneis presented. If aseparate lineitem or items are used to present the other components of net benefit cost, that lineitem or items must be
appropriately described. If aseparate lineitem or items are not used, the line item or items used in the income statement to present the other
components of net benefit cost must be disclosed. The amendments in this Update are effective for public business entities for annual periods
beginning after December 15, 2017, including interim periods within those annual periods. For other entities, the amendmentsin this Update are
effective for annual periods beginning after December 15, 2018, and interim periods within annual periods beginning after December 15, 2019. The
amendments in this Update should be applied retrospectively for the presentation of the service cost component and the other components of net
periodic pension cost and net periodic postretirement benefit cost in the income statement and prospectively, on and after the effective date, for
the capitalization of the service cost component of net periodic pension cost and net periodic postretirement benefit in assets. The Company is
currently evaluating the impact the adoption of the standard will have on the Company’s financial position or results of operations.

In March 2017, the FASB issued ASU 2017-08, Receivables — Nonrefundable Fees and Other Costs (Subtopic 310-20). The amendmentsin
this Update shorten the amortization period for certain callable debt securities held at a premium. Specifically, the amendments reguire the premium
to be amortized to the earliest call date. The amendments do not require an accounting change for securities held at a discount; the discount
continues to be amortized to maturity. For public business entities, the amendmentsin this Update are effective for fiscal years, and interim
periods within those fiscal years, beginning after December 15, 2018. For all other entities, the amendments are effective for fiscal years beginning
after December 15, 2019, and interim periods within fiscal years
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beginning after December 15, 2020. Early adoption is permitted, including adoption in an interim period. If an entity early adopts the amendmentsin
an interim period, any adjustments should be reflected as of the beginning of the fiscal year that includes that interim period. An entity should
apply the amendmentsin this Update on amodified retrospective basis through a cumulative-effect adjustment directly to retained earnings as of
the beginning of the period of adoption. Additionally, in the period of adoption, an entity should provide disclosures about a changein
accounting principle. ThisUpdateis not expected to have a significant impact on the Company’s financial statements.

In May 2017, the FASB issued ASU 2017-09, Compensation — Stock Compensation (Topic 718), which affects any entity that changes the
terms or conditions of a share-based payment award. This Update amends the definition of modification by qualifying that modification
accounting does not apply to changes to outstanding share-based payment awards that do not affect the total fair value, vesting requirements, or
equity/liability classification of the awards. The amendmentsin this Update are effective for all entities for annual periods, and interim periods
within those annual periods, beginning after December 15, 2017. Early adoption is permitted, including adoption in any interim period, for (1) public
business entities for reporting periods for which financial statements have not yet been issued and (2) all other entities for reporting periods for
which financial statements have not yet been made available for issuance. The amendmentsin this Update should be applied prospectively to an
award modified on or after the adoption date. The Company is currently evaluating the impact the adoption of the standard will have on the
Company’s financial position or results of operations.

In July 2017, the FASB issued ASU 2017-11, Earnings Per Share (Topic 260), Distinguishing Liabilities from Equity (Topic 480), and
Derivative and Hedging (Topic 815). The amendmentsin Part | of this Update change the classification analysis of certain equity-linked financial
instruments (or embedded features) with down-round features. When determining whether certain financial instruments should be classified as
liabilities or equity instruments, a down-round feature no longer precludes equity classification when assessing whether the instrument isindexed
to an entity’s own stock. The amendments also clarify existing disclosure requirements for equity-classified instruments. Asaresult, a
freestanding equity-linked financial instrument (or embedded conversion option) no longer would be accounted for as aderivative liability at fair
value as aresult of the existence of adown-round feature. For freestanding equity classified financial instruments, the amendments require entities
that present earnings per share (EPS) in accordance with Topic 260 to recognize the effect of the down-round feature when it istriggered. That
effect istreated as a dividend and as a reduction of income available to common shareholders in basic EPS. Convertible instruments with
embedded conversion options that have down- round features are now subject to the specialized guidance for contingent beneficial conversion
features (in Subtopic 470-20, Debt—Debt with Conversion and Other Options), including related EPS guidance (in Topic 260). The amendmentsin
Part 11 of this Update recharacterize the indefinite deferral of certain provisions of Topic 480 that now are presented as pending content in the
Accounting Standards Codification, to a scope exception. Those amendments do not have an accounting effect. For public business entities, the
amendmentsin Part | of this Update are effective for fiscal years, and interim periods within those fiscal years, beginning after December 15, 2018.
For all other entities, the amendmentsin Part | of this Update are effective for fiscal years beginning after December 15, 2019, and interim periods
within fiscal years beginning after December 15, 2020. Early adoption is permitted for all entities, including adoption in an interim period. If an
entity early adopts the amendmentsin an interim period, any adjustments should be reflected as of the beginning of the fiscal year that includes
that interim period. The amendmentsin Part | of this Update should be applied either retrospectively to outstanding financial instruments with a
down-round feature by means of acumulative-effect adjustment to the statement of financial position as of the beginning of the first fiscal year
and interim period(s) in which the pending content that links to this paragraph is effective or retrospectively to outstanding financial instruments
with adown-round feature for each prior reporting period presented in accordance with the guidance on accounting changes in paragraphs 250-10-
45-5 through 45-10. The amendmentsin Part |1 of this Update do not require any transition guidance because those amendments do not have an
accounting effect. This Update is not expected to have asignificant impact on the Company’s financial statements.

In August 2017, the FASB issued ASU 2017-12, Derivatives and Hedging (Topic 850), the objective of which isto improve the financial
reporting of hedging relationshipsto better portray the economic results of an entity’s risk management activitiesin itsfinancial statements. In
addition, the amendmentsin this Update make certain targeted improvements to simplify the application and disclosure of the hedge accounting
guidance in current general accepted accounting principles. For public business entities, the amendments in this Update are effective for fiscal
years beginning after December 15, 2018, and interim periods within those fiscal years. For all other entities, the anendments are effective for fisca
years beginning after December 15, 2019, and interim periods beginning after December 15, 2020. Early application is permitted in any period after
issuance. For cash flow and net investment hedges existing at the date of adoption, an entity should apply a cumulative-effect adjustment related
to eliminating the separate measurement of ineffectiveness to accumulated other comprehensive income with a corresponding adjustment to the
opening balance of retained earnings as of the beginning of the fiscal year that an entity adopts the amendmentsin this Update. The amended
presentation and disclosure guidance isrequired only prospectively. The Company is currently evaluating the impact the adoption of the
standard will have on the Company’ s financial position or results of operations.
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In January 2018, the FASB issued ASU 2018-01, Leases (Topic 842), which provides an optional transition practical expedient to not
evaluate under Topic 842 existing or expired land easements that were not previously accounted for as leases under the current lease guidancein
Topic 840. Anentity that elects this practical expedient should evaluate new or modified land easements under Topic 842 beginning at the date
the entity adopts Topic 842; otherwise, an entity should evaluate all existing or expired land easementsin connection with the adoption of the new
lease requirementsin Topic 842 to assess whether they meet the definition of alease. The effective date and transition requirements for the
amendments are the same as the effective date and transition requirementsin ASU 2016-02. This Update is not expected to have a significant
impact on the Company’s financial statements.

In February 2018, the FASB issued ASU 2018-02, Income Statement — Reporting Comprehensive Income (Topic 220), to allow a
reclassification from accumulated other comprehensive income to retained earnings for stranded tax effects resulting from the Tax Cuts and Jobs
Act. Consequently, the amendments eliminate the stranded tax effects resulting from the Tax Cuts and Jobs Act and will improve the useful ness of
information reported to financial statement users. The amendmentsin this Update are effective for all entitiesfor fiscal years beginning after
December 15, 2018, and interim periods within those fiscal years. Early adoption of the amendmentsin this Update is permitted, including adoption
in any interim period, (1) for public business entities for reporting periods for which financial statements have not yet been issued and (2) for all
other entities for reporting periods for which financial statements have not yet been made available for issuance. The amendmentsin this Update
should be applied either in the period of adoption or retrospectively to each period (or periods) in which the effect of the changein the U.S. federal
corporate income tax rate in the Tax Cuts and Jobs Act is recognized. On January 1, 2018, the Company adopted this standard which resulted in a
reclassification of $346,000 between accumulated other comprehensive income and retained earnings on the consolidated balance sheet.

In February 2018, the FASB issued ASU 2018-03, Technical Corrections and Improvementsto Financial Instruments—Overall (Subtopic
825-10), to clarify certain aspects of the guidanceissued in ASU 2016-01. (1) An entity measuring an equity security using the measurement
alternative may change its measurement approach to afair value method in accordance with Topic 820, Fair Value Measurement, through an
irrevocable election that would apply to that security and all identical or similar investments of the sameissuer. Once an entity makesthis election,
the entity should measure all future purchases of identical or similar investments of the sameissuer using afair value method in accordance with
Topic 820. (2) Adjustments made under the measurement alternative are intended to reflect the fair value of the security as of the date that the
observabl e transaction for asimilar security took place. (3) Remeasuring the entire value of forward contracts and purchased optionsis required
when observabl e transactions occur on the underlying equity securities. (4) When the fair value option is elected for afinancial liability, the
guidance in paragraph 825-10- 45-5 should be applied, regardless of whether the fair value option was el ected under either Subtopic 815-15,
Derivatives and Hedging—Embedded Derivatives, or 825-10, Financial Instruments—Overall. (5) Financia liabilitiesfor which the fair value
option is elected, the amount of changein fair value that relates to the instrument specific credit risk should first be measured in the currency of
denomination when presented separately from the total change in fair value of the financial liability. Then, both components of the change in the
fair value of the liability should be remeasured into the functional currency of the reporting entity using end-of-period spot rates. (6) The
prospective transition approach for equity securities without areadily determinable fair value in the amendmentsin Update 2016-01 is meant only
for instances in which the measurement alternative is applied. An insurance entity subject to the guidance in Topic 944, Financial Services—
Insurance, should apply a prospective transition method when applying the amendments related to equity securities without readily determinable
fair values. An insurance entity should apply the selected prospective transition method consistently to the entity’s entire population of equity
securities for which the measurement alternative is elected. For public business entities, the amendments in this Update are effective for fiscal
years beginning after December 15, 2017, and interim periods within those fiscal years beginning after June 15, 2018. Public business entities with
fiscal years beginning between December 15, 2017, and June 15, 2018, are not required to adopt these amendments until the interim period
beginning after June 15, 2018, and public business entities with fiscal years beginning between June 15, 2018, and December 15, 2018, are not
required to adopt these amendments before adopting the amendmentsin Update 2016-01. For all other entities, the effective date is the same as the
effective datein Update 2016-01. All entities may early adopt these amendments for fiscal years beginning after December 15, 2017, including
interim periods within those fiscal years, aslong as they have adopted Update 2016-01. This Update is not expected to have a significant impact
on the Company’sfinancial statements.
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5. Investment Securities

The amortized cost, gross unrealized gains and losses, and fair value of investment securities available for sale are summarized as follows (in
thousands):

March 31, 2018

Gross Gross
Amortized Unrealized Unrealized
Cost Gains L osses Fair Value

Availablefor Sale
Fannie Mae $ 136,157 $ 15 % (3,880) $ 132,292
Freddie Mac 97,336 5 (3,113) 94,228
Governmental National Mortgage Association Securities 20,845 — (657) 20,188
Total mortgage-backed securities 254,338 20 (7,650) 246,708
Obligations of states and political subdivisions 52,046 621 (1,305) 51,362
U.S. government agency securities 13,191 26 (209) 13,108
Corporate obligations 45,748 242 (1,002) 44,988
Other debt securities 21,910 3 (729) 21,184
Total debt securities 387,233 912 (10,795) 377,350
Equity securities - financial services 25 — — 25
Total $ 387,258 $ 912 § (10,795) $ 377,375

September 30, 2017

Gross Gross
Amortized Unrealized Unrealized
Cost Gains L osses Fair Value

Availablefor Sale
Fannie Mae $ 119333 % 207 $ (1,203) $ 118,337
Freddie Mac 98,668 177 (808) 98,037
Governmental National Mortgage Association 17,609 43 (203) 17,449
Total mortgage-backed securities 235,610 427 (2,214) 233,823
Obligations of states and political subdivisions 64,382 1,522 (546) 65,358
U.S. government agency securities 18,615 61 (5) 18,671
Corporate obligations 49,025 335 (618) 48,742
Other debt securities 24,200 47 (414) 23,833
Total debt securities 391,832 2,392 (3,797) 390,427
Equity securities - financial services 25 — — 25
Total $ 391857 $ 2392 $ (3797) $ 390452

The amortized cost and fair value of debt securities at March 31, 2018, by contractual maturity, are shown below. Expected maturities will
differ from contractual maturities because borrowers may have the right to call or prepay obligations with or without call or prepayment penalties
(in thousands):

Available For Sale

Amortized
Cost Fair Value
Duein oneyear or less $ 1,748 $ 1,750
Due after one year through five years 34,694 34,396
Due after five years through ten years 100,607 98,495
Due after ten years 250,184 242,709
Total $ 387,233 $ 377,350

For the three and six months ended March 31, 2018, the Company realized gross gains of $300,000 and gross losses of $225,000 on proceeds
from the sale of investment securities of $22.1 million. For the three and six months ended March 31, 2017, the Company realized no gross gains or
gross losses on proceeds from the sale on investment securities.
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The following tables show the Company’s gross unrealized losses and fair value, aggregated by investment category and length of time that
the individual securities have been in a continuous unrealized loss position (dollars in thousands):

March 31, 2018

Number of Lessthan Twelve Twelve Months or
Securities Months Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value L osses Value L osses Value L osses
Fannie Mae 90 $ 84342 $ (1691)$ 45723 $ (2189) $ 130,065 $ (3,880)
Freddie Mac 68 61,564 (1,553) 31,808 (1,560) 93,372 (3,113)
Governmental National Mortgage Association 17 13,429 (309) 6,759 (348) 20,188 (657)
Obligations of states and political subdivisions 28 11,431 (217) 19,765 (1,088) 31,196 (1,305)
U.S. government agency securities 4 8,718 (209) — — 8,718 (209)
Corporate obligations 29 20,338 (350) 9,465 (652) 29,803 (1,002)
Other debt securities 19 2,085 (34) 17,858 (695) 19,943 (729)
Total 255 $ 201907 $ (4263)$ 131378 $ (6532) $ 333285 $ (10,795)

September 30, 2017

Number of Lessthan Twelve Twelve Months or
Securities Months Greater Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value L osses Value L osses Value L osses
Fannie Mae 55 $ 61,852 $ (558) $ 20679 $ (645) $ 82531 $ (1,203)
Freddie Mac 39 38,913 (354) 16,427 (454) 55,340 (808)
Governmental National Mortgage Association 11 6,669 (41) 6,903 (162) 13,572 (203)
Obligations of states and political subdivisions 25 10,944 (59) 17,425 (487) 28,369 (546)
U.S. government agency securities 3 8,995 (5) — — 8,995 (5)
Corporate obligations 22 15,119 (104) 8,032 (514) 23,151 (618)
Other debt securities 19 7,141 (104) 13,806 (310) 20,947 (414)
Tota 174 $ 149633 $ (1,225) $ 83272 $ (2572) $ 232905 $ (3,797)

The Company’sinvestment securities portfolio contains unrealized losses on securities, including mortgage-related instruments i ssued or
backed by the full faith and credit of the United States government, or generally viewed as having the implied guarantee of the U.S. government,
other mortgage backed securities, debt obligations of aU.S. state or political subdivision, U.S. government agency securities, corporate
obligations and other debt securities.

The Company reviews its position quarterly and has asserted that at March 31, 2018, the declines outlined in the above table represent
temporary declines and the Company would not be required to sell the above securities before their anticipated recovery in market value.

The Company has concluded that any impairment of itsinvestment securities portfolio is not other than temporary but is the result of
interest rate changes that are not expected to result in the non-collection of principal and interest during the period.
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6. L oans Receivable, Net and Allowance for Loan L osses

L oans receivable consist of the following (in thousands):

Real estate |oans:
Residential
Construction
Commercial

Commercial

Obligations of states and political subdivisions

Home equity loans and lines of credit
Auto Loans
Other

Less allowance for loan losses
Net loans

Purchased loans acquired in a business combination are recorded at fair value on their purchase date without a carryover of the related

allowance for loan losses.

Changesin the accretable yield for purchased credit-impaired loans were as follows, since acquisition, for the three and six months ended

March 31, 2018 and 2017 (in thousands):

Balance at beginning of period
Reclassification, new additions and other
Accretion

Balance at end of period

Balance at beginning of period
Reclassification, new additions and other
Accretion

Balance at end of period

The following table presents additional information regarding |oans acquired and accounted for in accordance with ASC 310-30 (in

thousands):

Outstanding balance
Carrying amount

15

March 31, September 30,
2018 2017

$ 583,926 $ 586,708

4,072 3,097
383,561 318,323
49,273 44,129
55,615 58,079
44,247 46,219
178,420 186,646
2,658 2,845
1,301,772 1,246,046
10,510 9,365

$ 1291262 $ 1,236,681

For the Three Months Ended

March 31,
2018 2017
$ 755 $ 453
85 82
(266) (75)
$ 574 $ 460
For the Six Months Ended
March 31,
2018 2017
$ 471 $ 478
681 118
(578) (136)
$ 574 $ 460

September 30,
March 31, 2018 2017
Acquired Loans Acquired Loans
with Specific with Specific
Evidence or Evidence or
Deterioration in Deterioration in
Credit Quality Credit Quality
(ASC 310-30) (ASC 310-30)
$ 4,852 $ 5,490
$ 4,480 $ 4,388




The following tables show the amount of loansin each category that were individually and collectively evaluated for impairment at the dates
indicated (in thousands):

Individually Loans Acquired Collectively
Evaluated for with Deteriorated Evaluated for

Total Loans I mpair ment Credit Quality I mpair ment

March 31, 2018
Real estate loans:

Residential $ 583926 $ 5190 $ — $ 578,736

Construction 4,072 — — 4,072

Commercial 383,561 6,803 3,900 372,858
Commercial 49,273 1,142 252 47,879
Obligations of states and political subdivisions 55,615 — — 55,615
Home equity loans and lines of credit 44247 198 328 43721
Auto loans 178,420 558 — 177,862
Other 2,658 27 — 2,631
Total $ 1,301,772 $ 13918 $ 4480 $ 1,283,374

Individually Loans Acquired Collectively
Evaluated for with Deteriorated Evaluated for

Total Loans I mpair ment Credit Quality I mpair ment
September 30, 2017
Real estate loans:
Residential $ 586,708 $ 6,202 $ — $ 580,506
Construction 3,097 — — 3,097
Commercial 318,323 7,211 3,775 307,337
Commercial 44,129 1,385 283 42,461
Obligations of states and political sub divisions 58,079 — — 58,079
Home equity loans and lines of credit 46,219 176 330 45713
Auto loans 186,646 572 — 186,074
Other 2,845 30 — 2,815
Total $ 1,246,046 $ 15576 $ 4388 $ 1,226,082

The Company maintains aloan review system that allows for a periodic review of our loan portfolio and the early identification of potential
impaired loans. Such system takes into consideration, among other things, delinquency status, size of loans, type and market value of collateral
and financial condition of the borrowers. Specific |oan loss allowances are established for identified losses based on areview of such information.
A loan evaluated for impairment is considered to be impaired when, based on current information and events, it is probabl e that we will be unable
to collect all amounts due according to the contractual terms of the loan agreement. All loans identified asimpaired are evaluated independently.
The Company does hot aggregate such loans for evaluation purposes. Impairment is measured on aloan-by-loan basis for commercial and
construction loans by the present value of expected future cash flows discounted at the loan’s effective interest rate, the loan’s obtainable market
price, or the fair value of the collateral if theloan is collateral-dependent.

Large groups of smaller balance homogeneous |oans are collectively evaluated for impairment. Accordingly, the Company does not
separately identify individual consumer and residential mortgage loans for impairment disclosures, unless such loans are part of alarger
relationship that isimpaired, or are classified as a troubled debt restructuring.

A loanis considered to be atroubled debt restructuring (“ TDR”) loan when the Company grants a concession to the borrower that it would
not otherwise consider because of the borrower’s financial condition. Such concessionsinclude the reduction of interest rates, forgiveness of
principal or interest, or other modifications of interest rates that are less than the current market rate for new obligations with similar risk. TDR
loans that are in compliance with their modified terms and that yield amarket rate at the time of modification may be removed from TDR status after
one year of performance.
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The following tables include the recorded investment and unpaid principal balances for impaired loans with the associated allowance
amount at the dates indicated, if applicable (in thousands):

Unpaid
Recor ded Principal Associated
Investment Balance Allowance
March 31, 2018
With no specific allowance recor ded:
Real estate loans
Residential $ 3879 $ 5193 $ —
Construction — — —
Commercial 6,785 8,729 —
Commercia 1,142 1,397 —
Obligations of states and political subdivisions — — —
Home equity loans and lines of credit 172 186 —
Auto loans 214 420 —
Other 27 34 —
Total 12,219 15,959 —
With an allowance recor ded:
Real estate loans
Residential 1,311 1,561 160
Construction — — —
Commercial 18 22 12
Commercial — — —
Obligations of states and political subdivisions — — —
Home equity loans and lines of credit 26 27 2
Auto loans 344 355 130
Other — — —
Total 1,699 1,965 304
Total:
Real estate loans
Residential 5,190 6,754 160
Construction — — —
Commercial 6,803 8,751 12
Commercia 1,142 1,397 —
Obligations of states and political subdivisions — — —
Home equity loans and lines of credit 198 213 2
Auto loans 558 775 130
Other 27 34 —
Total Impaired Loans $ 13918 $ 17924 $ 304
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September 30, 2017

With no specific allowance recor ded:

Real Estate Loans
Residential
Construction
Commercial

Commercial

Obligations of states and political subdivisions
Home equity loans and lines of credit

Auto Loans

Other

With an allowancerecor ded:

Total

Real Estate Loans
Residential
Construction
Commercial

Commercial

Obligations of states and political subdivisions
Home equity loans and lines of credit

Auto Loans

Other

Total:

Total

Real Estate Loans
Residential
Construction
Commercial

Commercial

Obligations of states and political subdivisions
Home equity loans and lines of credit

Auto Loans

Other

Tota Impaired Loans

18

Unpaid

Recor ded Principal Associated
Investment Balance Allowance
$ 4392 % 5730 $ —

7,191 9,396 —
1,385 1,575 —

176 258 —
123 237 —
30 36 —
13,297 17,232 —
1,810 2,264 154
20 1,193 19

449 468 172
2,279 3,925 345
6,202 7,994 154
7,211 10,589 19
1,385 1,575 —
176 258 —
572 705 172
30 36 —

$ 15576 $ 21,157 $ 345




The following tables represent the average recorded investmentsin the impaired loans and the related amount of interest recognized during
the time within the period that the impaired loans were impaired (in thousands):

For the Three Months Ended March 31,

2018 2017 2018 2017
Average Average Interest Interest
Recor ded Recor ded Income Income
Investment Investment Recognized Recognized
With no specific allowance recor ded:
Real estate loans
Residential $ 4180 $ 5573 $ 6 9
Construction — — — —
Commercial 6,789 9,218 69 67
Commercia 1,178 1,637 24 29
Obligations of states and political subdivisions — — — —
Home equity loans and lines of credit 203 202 — —
Auto loans 208 102 — —
Other 28 8 — —
Total 12,586 16,740 99 105
With an allowance recorded:
Real estate loans
Residential 1,256 1,985 — —
Construction — — — —
Commercia 19 341 — —
Commercia — 100 — —
Obligations of states and political subdivisions — — — —
Home equity loans and lines of credit 12 5 — —
Auto loans 231 291 — 2
Other — — — —
Total 1,518 2,722 — 2
Total:
Real estate loans
Residential 5,436 7,558 6 9
Construction — — — —
Commercia 6,308 9,559 69 67
Commercia 1,178 1,737 24 29
Obligations of states and political subdivisions — — — —
Home equity loans and lines of credit 215 207 — —
Auto loans 439 393 — 2
Other 28 8 — —
Total Impaired Loans $ 14104 $ 19462 $ 99 107
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For the Six Months Ended March 31,

2018 2017 2018 2017
Average Average Interest Interest
Recor ded Recor ded Income Income
Investment Investment Recognized Recognized
With no specific allowance recor ded:
Real estate loans
Residential $ 4305 $ 6,049 $ 16 $ 21
Construction — — — —
Commercia 6,897 9,890 141 172
Commercia 1,233 1,665 51 62
Obligations of states and political subdivisions — — — —
Home equity loans and lines of credit 205 260 1 —
Auto loans 172 119 1 —
Other 29 8 — —
Total 12,841 17,991 210 255
With an allowance recor ded:
Real estate loans
Residential 1,392 2,025 — —
Construction — — — —
Commercia 19 345 — —
Commercia — 59 — —
Obligations of states and political subdivisions — — — —
Home equity loans and lines of credit 7 4 — —
Auto loans 247 253 — 6
Other — — — —
Total 1,665 2,686 — 6
Total:
Real estate loans
Residential 5,697 8,074 16 21
Construction — — — —
Commercia 6,916 10,235 141 172
Commercia 1,233 1,724 51 62
Obligations of states and political subdivisions — — — —
Home equity loans and lines of credit 212 264 1 —
Auto loans 419 372 1 6
Other 29 8 — —
Total Impaired Loans $ 14506 $ 20677 $ 210 $ 261

The Company uses aten-point internal risk-rating system to monitor the credit quality of the overall loan portfolio. Thefirst six categories
are considered not criticized and are aggregated as Pass-rated. The criticized rating categories utilized by management generally follow bank
regulatory definitions. The Special Mention category includes assets that are fundamentally sound yet exhibit potentially unacceptable credit risk
or deteriorating trends or characteristics which, if left uncorrected, may result in deterioration of the repayment prospects for the asset or in the
Company’s credit position at some future date. Loans in the Substandard category have well-defined weaknesses that jeopardize the liquidation of
the debt and have a distinct possibility that some losswill be sustained if the weaknesses are not corrected. All loans more than 90 days past due
are considered Substandard. Loansin the Doubtful category have all the weaknesses inherent in loans classified as Substandard with the added
characteristic that their weaknesses make collection or liquidation in full, on the basis of currently existing facts, conditions, and values, highly
guestionable and improbable. Loansin the Loss category are considered uncollectible and of little value that their continuance as bankabl e assets
isnot warranted. Certain residential real estate |oans, construction loans, home equity loans and lines of credit, auto loans and other consumer
loans are underwritten and structured using standardized criteria and characteristics, primarily payment performance, and are normally risk rated
and monitored collectively on amonthly basis. These are typically loans to individual s in the consumer categories and are delineated as either
performing or non-performing.

To help ensure that risk ratings are accurate and reflect the present and future capacity of borrowersto repay aloan as agreed, the Bank has
astructured loan rating process with several layers of internal and external oversight. Generally, consumer and residential mortgage loans are
included in the Pass categories unless a specific action, such as bankruptcy, repossession, or death
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occursto raise awareness of a possible credit event. The Bank’s Commercial Loan Officers are responsible for the timely and accurate risk rating
recommendation for the loansin their portfolios at origination and on an ongoing basis. The Bank’s Commercial Loan Officers perform an annual
review of all commercial relationships $750,000 or greater. Confirmation of the appropriate risk grade isincluded in the review on an ongoing

basis. The Bank engages an external consultant to conduct loan reviews on at least a semi-annual basis. Generally, the external consultant reviews
commercia relationships greater than $1,000,000 and/or al criticized relationships. Detailed reviews, including plans for resolution, are performed
on loans classified as Substandard on a quarterly basis. Loansin the Special Mention and Substandard categories that are collectively evaluated
for impairment are given separate consideration in the determination of the allowance.

The following tables present the classes of the loan portfolio summarized by the aggregate Pass and the criticized categories of Special
Mention, Substandard, and Doubtful or Loss within theinternal risk rating system at March 31, 2018 and September 30, 2017 (in thousands):

Special Doubtful
Pass M ention Substandard or Loss Total
March 31, 2018
Commercial real estateloans $ 364292 $ 1368 $ 17901 $ — $ 383561
Commercia 46,889 354 2,030 — 49,273
Obligations of states and political subdivisions 55,615 — — — 55,615
Total $ 466,796 $ 1722 $ 19931 $ — $ 488,449
Special Doubtful
Pass M ention Substandard or Loss Total
September 30, 2017
Commercial real estateloans $ 300554 $ 3376 $ 14393 $ — $ 318323
Commercial 40,996 32 3,101 — 44,129
Obligations of states and political subdivisions 58,079 — — — 58,079
Total $ 399629 $ 3408 $ 17494  $ — $ 420531

All other loans are underwritten and structured using standardized criteriaand characteristics, primarily payment performance, and are
normally risk rated and monitored collectively on amonthly basis. These are typically loansto individualsin the consumer categories and are
delineated as either performing or non-performing. The following tables present the risk ratings in the consumer categories of performing and non-
performing loans at March 31, 2018 and September 30, 2017 (in thousands):

Purchased
Non- Credit
Performing performing Impaired Total

March 31, 2018
Real estate loans:

Residential $ 577491 $ 6,435 $ — % 583,926

Construction 4,072 — — 4,072
Home equity loans and lines of credit 43,615 304 328 44247
Auto loans 177,698 722 — 178,420
Other 2,629 29 — 2,658
Tota $ 805505 $ 7490 $ 328 $ 813,323

Purchased
Non- Impaired
Performing performing Credit Total

September 30, 2017
Real estate |oans:

Residential $ 580,116 $ 6592 $ — % 586,708

Construction 3,097 — — 3,097
Home equity loans and lines of credit 45576 313 330 46,219
Auto loans 185,910 736 — 186,646
Other 2,807 38 — 2,845
Total $ 817506 $ 7679 $ 330 $ 825,515
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The Company further monitors the performance and credit quality of the loan portfolio by analyzing the age of the portfolio as determined
by the length of time arecorded payment is past due. The following tables present the classes of the loan portfolio summarized by the aging
categories of performing loans and nonaccrual loans as of March 31, 2018 and September 30, 2017 (in thousands):

Greater than

31-60 61-90 90 Days Past Purchased
Days Days Due and Total Credit Impaired Total
Non- Non-
Current Past Due Past Due  Accruing accrua Past Due Accruing _accrual L oans
March 31, 2018
Real estate |oans:
Residential $ 575286 $ 1,120 $ 1085 $ — $6435 $ 8640 $ — $ — $ 583926
Construction 4,072 — — — — — — — $ 4072
Commercial 377,531 38 — — 2,092 2,130 261 3,639 $ 383561
Commercial 48,910 — — — 111 111 — 252 $ 49,273
Obligations of states and political
subdivisions 55,615 — — — — — — — $ 55615
Home equity loans and lines of credit 43,456 159 — — 304 463 — 328 $ 44,247
Auto loans 176,631 951 116 — 722 1,789 = — $ 178420
Other 2,629 — — — 29 29 — — $ 2,658
Total $1,284130 $ 2268 $ 1201 $ — $9693 $ 13162 $ 261 $ 4,219 $1,301,772
Greater than
31-60 61-90 90 Days Past Purchased
Days Days Due and Total Credit Impaired Total
Non- Non-
Current Past Due Past Due  Accruing accrual Past Due Accruing accrual L oans
September 30, 2017
Real estate loans:
Residential $ 577034 $ 2661 $ 421 $ — $6592 $ 9674 $ — $ — $ 586,708
Construction 3,097 — — — — — — — 3,097
Commercial 312,098 172 — — 2,278 2,450 612 3,163 318,323
Commercial 43,298 18 — — 530 548 — 283 44,129
Obligations of states and political
subdivisions 58,079 — — — — — — — 58,079
Home equity loans and lines of credit 45,460 101 15 — 313 429 — 330 46,219
Auto loans 185,247 631 32 — 736 1,399 — — 186,646
Other 2,789 14 4 — 38 56 — — 2,845
Total $1,227102 $ 3597 $ 472 $ — $10487 $ 14556 $ 612 $ 3,776 $1,246,046

The allowance for loan losses is maintained at alevel necessary to absorb loan losses that are both probable and reasonably estimable.
Management, in determining the allowance for loan losses, considers the losses inherent in itsloan portfolio and changesin the nature and
volume of loan activities, along with the general economic and real estate market conditions. The allowance for |oan losses consists of two
elements: (1) an allocated allowance, which comprises allowances established on specific loans and class allowances based on historical 1oss
experience and current trends, and (2) an allocated allowance based on general economic conditions and other risk factorsin our markets and
portfolios. We maintain aloan review system, which allows for a periodic review of our loan portfolio and the early identification of potential
impaired loans. Such system takes into consideration, among other things, delinquency status, size of loans, type and market value of collateral

and financial condition of the borrowers. General loan |loss allowances are based upon a combination of factorsincluding, but not limited to, actual
loan loss experience, composition of the loan portfolio, current economic conditions, management’s judgment and losses which are probable and
reasonably estimable. The allowance isincreased through provisions charged against current earnings and recoveries of previously charged-off
loans. Loans that are determined to be uncollectible are charged against the allowance. While management uses avail able information to recognize
probable and reasonably estimable loan losses, future |0ss provisions may be necessary, based on changing economic conditions. Payments
received on impaired |oans generally are either applied against principal or reported as interest income, according to management’s judgment as to
the collectability of principal. The alowance for loan losses as of March 31, 2018 was maintained at alevel that represents management’s best
estimate of losses inherent in the loan portfolio, and such losses were both probable and reasonably estimable.
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In addition, the FDIC and the Pennsylvania Department of Banking and Securities, as an integral part of their examination process, have
periodically reviewed our allowance for loan losses. The banking regulators may require that we recognize additions to the allowance based on its
analysis and review of information availableto it at the time of its examination.

Management reviews the |oan portfolio on a quarterly basis using a defined, consistently applied processin order to make appropriate and
timely adjustments to the allowance for loan losses (“ALL”"). When information confirms all or part of specific loansto be uncollectible, these
amounts are promptly charged off against the ALL.

The following table summarizes changes in the primary segments of the ALL for the three and six month periods ended March 31, 2018 and
2017 (in thousands):

Home
Obligations of Equity
States and Loans and

Real Estate L oans Commercial Political Lines of Other
Residential Construction Commercial L oans Subdivisions Credit AutoLoans Loans Unallocated Total

ALL balance at

December 31, 2017 $ 3769 $ 3 $ 2319 $ 1,054 $ 213 $ 449 $ 1962 $ 21 $ 13 $ 9,833
Charge-offs (52) — (14) (5) — (6) (550) (15) — (642)
Recoveries 3 — — — — 3 211 2 — 219
Provision 35 — 516 170 56 (45) 281 13 74 1,100

ALL balance at

March 31, 2018 $ 3,755 $ 33 $ 2821 $ 1219 $ 269 $ 401 $ 1904 $ 21 $ 87 $10,510

ALL balance at

December 31, 2016 $ 4450 $ 23 % 7% $ %5 $ 234 $ 441 $ 2062 $ 25 $ 347 $ 9,342
Charge-offs (290) — (128) @) — (6) (544) — — (969)
Recoveries 5 — — — — 2 232 4 — 243
Provision (35) 7 371 (13) 10 8 158 (5) 249 750

ALL balance at

March 31, 2017 $ 4130 $ 30 $ 1,038 $ 951 $ 244 $ 445 $ 1908 $ 24 $ 596 $ 9,366

ALL balance at

September 30,

2017 $ 3878 $ 23 $ 1,758 $ 987 $ 248 $ 470 $ 1836 $ 21 $ 144 $ 9,365
Charge-offs (95) — (15) (137) — (6) (1,087) (21) —  (1,361)
Recoveries 6 — 2 10 — 5 381 2 — 406
Provision (34) 10 1,076 359 21 (68) 774 19 (57) 2,100

ALL balance at

March 31, 2018 $ 3,755 $ 33 $ 2821 $ 1219 $ 269 $ 401 $ 1904 $ 21 $ 87 $10,510

ALL balance at

September 30,

2016 $ 4426 $ 13 $ 852 $ 882 $ 215 $ 455 $ 1880 $ 25 $ 308 $ 9,056
Charge-offs (366) — (218) (20) — (6) (1,061) 4 —  (1,675)
Recoveries 6 — 10 — — 3 460 6 — 485
Provision 64 17 394 89 29 (7) 629 (3) 288 1,500

ALL balance at

March 31, 2017 $ 4130 $ 30 $ 1,038 $ 951 $ 244 $ 445 $ 1908 $ 24 $ 5% $ 9,366

Acquired loans are recorded at fair value on their purchase date without a carryover of the related allowance for |oan losses.

The Company allocated increased provisionsto commercial real estate loans due primarily to increased loan balances for the three month
period ended March 31, 2018. The Company allocated increased provisionsto commercial loans due primarily to increase |oan balances and charge
off activity for the three month period ended March 31, 2018. The Company allocated increased provisionsto commercial real estate loansfor the
three month period ended March 31, 2017 due to charge off activity. The Company allocated increased provisionsto auto loans for the three and
six month periods ended March 31, 2018 and 2017 due to increased charge offs, net of recoveries.
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The following table summarizes the primary segments of the ALL, segregated into two categories, the amount required for loansindividually
evaluated for impairment and the amount required for loans collectively evaluated for impairment as of March 31, 2018 and September 30, 2017 (in
thousands):

Home
Obligations of Equity
States and Loans and
Real Estate L oans Commercial Political Lines of Other
Residential Construction Commercial L oans Subdivisions Credit Auto Loans Loans Unallocated Total

Individually
evaluated for
impairment ~ $ 160 $ — $ 12 3% — $ — $ 23 130 $ — % — $ 304
Collectively
evaluated for
impalirment 3,595 33 2,809 1,219 269 399 1,774 21 87 10,206
ALL balance at
March 31, 2018 $ 3755 $ 33 2821 $ 1,219 $ 269 $ 401 $ 1904 $ 21 $ 87 $10,510
Individually
evaluated for
impairment  $ 154 $ — $ 19 3 — $ — 3 — $ 172 $ — 3 — $ 345
Collectively
evaluated for
impal rment 3,724 23 1,739 987 248 470 1,664 21 144 9,020
ALL balance at
September 30, 2017 $ 3878 $ 23 $ 1,758 $ 987 $ 248 $ 470 $ 1836 $ 21 $ 144 $ 9,365

The allowance for loan losses is based on estimates, and actual losseswill vary from current estimates. Management believes that the
granularity of the homogeneous pools and the related historical loss ratios and other qualitative factors, aswell as the consistency in the
application of assumptions, result in an ALL that is representative of the risk found in the components of the portfolio at any given date. Despite
the above all ocations, the allowance for |oan losses is general in nature and is available to absorb |osses from any loan segment.

Thefollowing isasummary of troubled debt restructuring granted during the three and six months ended March 31, 2018 and 2017 (dollars
in thousands):

For the Three Months Ended March 31, 2018

Pre- Post-
M odification M odification
Outstanding Outstanding
Number of Recorded Recorded
Contracts Investment Investment
Troubled Debt Restructurings
Real estate loans:
Residential — — —
Construction — — —
Commercia 1 107 107
Commercid — — —
Obligations of states and political subdivisions — — —
Home equity loans and lines of credit — — —
Auto loans 1 15 15
Other — — —
Total 2 $ 122 $ 122
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Troubled Debt Restructurings
Real estate |oans:
Residential
Construction
Commercial
Commercial
Obligations of states and political subdivisions
Home equity loans and lines of credit
Auto loans
Other
Total

Troubled Debt Restructurings
Real estate loans:
Residential
Construction
Commercial
Commercial
Obligations of states and political subdivisions
Home equity loans and lines of credit
Auto loans
Other
Total

Troubled Debt Restructurings
Real estate loans:
Residential
Construction
Commercial
Commercial
Obligations of states and political subdivisions
Home equity loans and lines of credit
Auto loans
Other
Total

For the Three Months Ended March 31, 2017

Pre-
Modification
Outstanding

Recorded
I nvestment

Number of
Contracts

Post-
Modification
Outstanding

Recorded
I nvestment
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&+
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w
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(IR
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w
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24

wle |

$ 291

$ 291

For the Six Months Ended March 31, 2018

Pre-
Modification
Outstanding

Recorded
I nvestment

Number of
Contracts

Post-
Modification
Outstanding

Recorded
I nvestment

N
©“

243

e
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15
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107

15

IS N

$ 365

$ 357

For the Six Months Ended March 31, 2017

Pre-
Modification
Outstanding

Recorded
I nvestment

Number of
Contracts

Post-
Modification
Outstanding

Recorded
I nvestment

w
©“
w
N
©

[N
[N
w
N

ale |

$ 535

$ 535

For the three months ended March 31, 2018, one loan for $107,000 was granted terms concessions and one loan for $15,000 was granted
terms and rate concessions.

Of the three new troubled debt restructurings granted for the three months ended March 31, 2017, one loan for $135,000 was granted terms
concessions, one loan for $132,000 was granted terms and rate concessions, and one loan for $24,000 was granted interest rate concessions.
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For the six months ended March 31, 2018, three loans totaling $250,000 were granted terms and rate concessions and one loan for $107,000
was granted terms concessions.

Of the five new troubled debt restructurings granted for the six months ended March 31, 2017, one loan totaling $135,000 was granted terms

concessions, one loan totaling $24,000 was granted interest rate concessions, and three |oans totaling $376,000 were granted terms and rate
concessions.

For the three months ended March 31, 2018, one loan totaling $72,000 defaulted on arestructuring agreement within one year of
modification.

For the six months ended March 31, 2018, two loan totaling $95,000 defaulted on arestructuring agreement within one year of modification.

For the three months ended March 31, 2017 no loans defaulted on arestructuring agreement within one year of modification.

For the six months ended March 31, 2017 oneloan totaling $107,000 defaulted on arestricting agreement within one year of modification.

Foreclosed assets acquired in settlement of loans are carried at fair value, less estimated costs to sell, and are included in the Consolidated
Balance Sheet. Asof March 31, 2018, included within the foreclosed assets is $790,000 of consumer residential mortgages that were foreclosed on

or received viaadeed in lieu of foreclosure transaction prior to the period end. As of March 31, 2018, the Company hasinitiated formal foreclosure
proceedings on $2.6 million of consumer residential mortgages which have not yet been transferred into foreclosed assets.

7. Deposits

Deposits consist of the following major classifications (in thousands):

March 31, September 30,

2018 2017
Non-interest bearing demand accounts $ 152,379 $ 160,125
Interest bearing demand accounts 164,611 208,369
Money market accounts 266,927 253,949
Savings and club accounts 143,715 141,521
Certificates of deposit 511,721 510,897
Total $ 1239353 $ 1,274,861

8. Net Periodic Benefit Cost-Defined Benefit Plan

For adetailed disclosure on the Bank’s pension and employee benefits plans, please refer to Note 12 of the Company’s Consolidated
Financial Statementsfor the year ended September 30, 2017 included in the Company’s Annual Report on Form 10-K.

The following table comprises the components of net periodic benefit cost for the three and six month periods ended March 31, 2018 and
2017 (in thousands):

For the Three Months For the Six Months

Ended March 31, Ended March 31,

2018 2017 2018 2017
Service Cost $ — 3 69 $ — 3 378
Interest Cost 175 208 349 443
Expected return on plan assets (299) (348) (597) (689)
Amortization of unrecognized 10ss — 23 — 159
Net periodic benefit cost $ (124) $ (48) $ (248) $ 291

The Company’s board of directors adopted resolutions to freeze the status of the Defined Benefit Plan (“the plan”) effective February 28,
2017 (“the freeze date”). Accordingly, no additional participants will enter the plan after February 28, 2017; no additional years of service for
benefit accrual purposeswill be credited after the freeze date under the plan; and compensation earned by participants after the freeze date will not
be taken into account under the plan.
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Asaresult of the freeze, the Company’ s projected benefit obligation decreased by $7.1 million and there was atax effected $4.7 million
increase to accumul ated other comprehensive income in the quarter ended March 31, 2017.

9.  Equity Incentive Plan

The Company previously maintained the ESSA Bancorp, Inc. 2007 Equity Incentive Plan (the “Plan”). The Plan provided for atotal of
2,377,326 shares of common stock for issuance upon the grant or exercise of awards. Of the shares that were available under the Plan, 1,698,090
were available to be issued in connection with the exercise of stock options and 679,236 were available to be issued as restricted stock. The Plan
allowed for the granting of non-qualified stock options (“NSOs"), incentive stock options (“1SOs’), and restricted stock. Options granted under
the plan were granted at no |ess than the fair value of the Company’s common stock on the date of the grant. As of the effective date of the 2016
Equity Incentive Plan (detailed below), no further grants will be made under the Plan and forfeitures of outstanding awards under the Plan will be
added to the shares available under the 2016 Equity Incentive Plan.

The Company replaced the 2007 Equity Incentive Plan with the ESSA Bancorp, Inc. 2016 Equity Incentive Plan (the “2016 Plan™) which was
approved by shareholders on March 3, 2016. The 2016 Plan provides for atotal of 250,000 shares of common stock for issuance upon the grant or
exercise of awards. The 2016 Plan allows for the granting of restricted stock, restricted stock units, | SOs and NSOs.

Certain officers, employees and outside directors were granted in aggregate 1,140,469 NSOs; 317,910 | SOs; and 590,320 shares of restricted
stock on May 23, 2008. Certain officers were granted in aggregate 30,000 shares of restricted stock on April 1, 2013, 19,880 shares of restricted
stock on July 22, 2014, 21,843 shares of restricted stock on May 20, 2015, 23,491 shares of restricted stock on March 4, 2016, 20,675 shares of
restricted stock on December 13, 2016, 3,296 shares of restricted stock on March 29, 2017, 1,250 shares of restricted stock on October 23, 2017 and
24,278 of restricted stock on December 6, 2017. In accordance with generally accepted accounting principles, the Company expenses the fair value
of all share-based compensation grants over the requisite service periods.

The Company classifies share-based compensation for employees and outside directors within “ Compensation and employee benefits’ in
the Consolidated Statement of Income to correspond with the same line item as compensation paid.

Stock options vest over afive-year service period and expire ten years after the grant date. The Company recognized compensation expense
for the fair values of these awards, which vested on a straight-line basis over the requisite service period of the awards.

The 2013 restricted stock shares vested over an 18 month service period. The 2014 restricted shares vest over a 39 month service period.
The 2015 restricted shares vest over a40 month service period. The March 4, 2016 restricted shares vest over a43 month service period. The
December 13, 2016 restricted shares vest over a46 month service period. The March 29, 2017 restricted shares vest over 42 monthsfor 1,296 shares
and over 18 monthsfor 2,000 shares. The October 23, 2017 restricted shares vested over a 23 month service period. The December 6, 2017 restricted
shares vest over a46 month service period. The product of the number of shares granted and the grant date market price of the Company’s
common stock determines the fair value of restricted shares under the Company’ s restricted stock plan.

For the six months ended March 31, 2018 and 2017, the Company recorded $184,000 and $145,000 of share-based compensation expense,
respectively, comprised of restricted stock expense. Expected future compensation expense relating to the restricted sharesissued in 2015, at
March 31, 2018 is $41,000 over the remaining vesting period of 0.5 years. Expected future compensation expense relating to the restricted shares
issued in March 2016, at March 31, 2018 is $128,000 over the remaining vesting period of 1.5 years. Expected future compensation expense relating
to the restricted shares issued in December 2016, at March 31, 2018 is $223,000 over the remaining vesting period of 2.5 years. Expected future
compensation expense relating to the restricted shares (1,296) issued in March 2017, at March 31, 2018 is $13,000 over the remaining vesting period
of 2.5 years. Expected future compensation expense relating to the restricted shares (2,000) issued in March 2017, at March 31, 2018 is $10,000 over
the remaining vesting period of 0.5 years. Expected future compensation expense relating to the restricted sharesissued in October 2017, at March
31, 2018 s $15,000 over the remaining vesting period of 1.5 years. Expected future compensation expense relating to the restricted sharesissued in
December 2017, at March 31, 2018 is $352,000 over the remaining vesting period of 3.5 years.
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Thefollowing isasummary of the Company’s stock option activity and related information for its option grants for the six month period
ended March 31, 2018.

Weighted- Aggregate
Weighted- average Intrinsic
average Remaining Value
Number of Exercise Contractual (in

Stock Options Price Term (inyears) thousands)
Outstanding at September 30, 2017 294,646 $ 12.35 067 $ 987
Granted — — — —
Exercised 196,848 12.35 0.17 —
Forfeited — — — —
Outstanding at March 31, 2018 97,798 $ 12.35 017 $ 227
Exercisable at March 31, 2018 97,798 $ 12.35 017 $ 227

Thefollowing isasummary of the status of the Company’s restricted stock as of March 31, 2018, and changes therein during the six month
period then ended:

Weighted-
aver age

Number of Grant Date

Restricted Stock Fair Value
Nonvested at September 30, 2017 34692 $ 14.89
Granted 25,528 15.86
Vested (1,000) —
Forfeited (2,535) 14.79
Nonvested at March 31, 2018 56,685 $ 15.31

10. Fair Value M easurement

The following disclosures show the hierarchal disclosure framework associated within the level of pricing observations utilized in measuring
assetsand liabilities at fair value. The definition of fair value maintains the exchange price notion in earlier definitions of fair value but focuses on
the exit price of the asset or liability. The exit priceis the price that would be received to sell the asset or paid to transfer the liability adjusted for
certain inherent risks and restrictions. Expanded disclosures are also required about the use of fair value to measure assets and liabilities.
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The following tables present information about the Company’s securities, derivatives, other real estate owned, impaired |loans and mortgage
servicing rights measured at fair value as of March 31, 2018 and September 30, 2017 and indicates the fair value hierarchy of the valuation
techniques utilized by the Bank to determine such fair value:

Fair Value Measurement at March 31, 2018
Quoted Prices

in Active
Fair Value M easurements Utilized for the Markets for Significant Other Significant
Company’s Identical Assets Observable Inputs Unobservable Inputs Balances as of
Financial Assets (in thousands): (Level 1) (Level 2) (Level 3) March 31, 2018
Assets measured at fair value on arecurring
basis:
Investment securities available for sale:
Mortgage backed securities $ — $ 246,708 $ — $ 246,708
Obligations of states and political
subdivisions — 51,362 — 51,362
U.S. government agencies — 13,108 — 13,108
Corporate obligations — 37,221 1,767 44,988
Other debt securities — 21,184 — 21,184
Equity securities-financial services 25 — — 25
Total Securities $ 25 $ 369,583 $ 7,767 $ 377,375
Derivatives and hedging activities: $ — $ 2312 $ — $ 2,312
Assets measured at fair value on a
nonrecurring basis:
Foreclosed real estate $ — $ — $ 1279 $ 1,279
Impaired loans $ — $ — $ 13614 $ 13,614
Mortgage servicing rights $ — $ — $ 220 $ 220
Fair Value M easurement at September 30, 2017
Quoted Prices
in Active
Fair Value M easurements Utilized for the Markets for Significant Other Significant
Company’s Identical Assets Observable Inputs Unobservable Inputs Balances as of
Financial Assets (in thousands): (Level 1) (Level 2) (Level 3) September 30, 2017
Assets measured at fair value on arecurring
basis:
Investment securities available for sale:
Mortgage backed securities $ — $ 233823 $ — $ 233,823
Obligations of states and political
subdivisions — 65,358 — 65,358
U.S. government agencies — 18,671 — 18,671
Corporate obligations — 41518 7,224 48,742
Other debt securities — 23,833 — 23,833
Equity securities-financial services 25 — — 25
Total Securities $ 25 $ 383,203 $ 7,224 $ 390,452
Derivatives and hedging activities $ — $ 1215 $ — $ 1,215
Assets measured at fair value on a
nonrecurring basis:
Foreclosed real estate $ — $ — $ 1424 $ 1,424
Impaired loans $ — $ — $ 15231 $ 15,231
Mortgage Servicing rights $ — $ — $ 232 $ 232
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The following tables present a summary of changesin the fair value of the Company’s Level 111 investments for the three and six month
periods ended March 31, 2018 and 2017 (in thousands).

Fair Value M easurement
Using
Significant Unobservable
Inputs
(Level 111)
Three Months Ended
March 31, March 31,
2018 2017
Beginning balance $ 7826 $ 8,238
Purchases, sales, issuances, settlements, net — 756
Total unrealized gain (l0ss):
Included in earnings — —
Included in other comprehensive loss (59) (259)
Transfersin and/or out of Level 111 — —

$ 7,767 $ 8,735

Fair Value M easurement
Using
Significant Unobservable
Inputs
(Level 111)
Six Months Ended
March 31, March 31,
2018 2017
Beginning balance $ 7224 $ 7,485
Purchases, sales, issuances, settlements, net 500 756
Total unrealized gain (l0ss):
Included in earnings — —
Included in other comprehensive income 43 494
Transfersin and/or out of Level 111 — —

$ 7,767 $ 8,735

Each financial asset and liability isidentified as having been valued according to a specified level of input, 1, 2 or 3. Level 1 inputsare
guoted prices (unadjusted) in active markets for identical assets or liabilities that the Company has the ability to access at the measurement date.
Fair values determined by Level 2 inputs utilize inputs other than quoted pricesincluded in Level 1 that are observable for the asset, either directly
or indirectly. Level 2 inputsinclude quoted pricesfor similar assetsin active markets, and inputs other than quoted prices that are observable for
the asset or liahility. Level 3 inputs are unobservable inputs for the asset, and include situations where there islittle, if any, market activity for the
asset or liability. In certain cases, the inputs used to measure fair value may fall into different levels of the fair value hierarchy. In such cases, the
level in the fair value hierarchy, within which the fair value measurement in its entirety falls, has been determined based on the lowest level input
that is significant to the fair value measurement in its entirety. The Company’s assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment, and considers factors specific to the asset.

The measurement of fair value should be consistent with one of the following val uation techniques: market approach, income approach,
and/or cost approach. The market approach uses prices and other relevant information generated by market transactionsinvolving identical or
comparable assets or liabilities (including a business). For example, valuation techniques consistent with the market approach often use market
multiples derived from a set of comparables. Multiples might lie in ranges with a different multiple for each comparable. The selection of where
within the range the appropriate multiple falls requires judgment, considering factors specific to the measurement (qualitative and quantitative).
Valuation techniques consistent with the market approach include matrix pricing. Matrix pricing is a mathematical technigque used principally to
value debt securities without relying exclusively on quoted prices for the specific securities, but rather by relying on a security’ s relationship to
other benchmark quoted securities. Most of the securities classified as available for sale are reported at fair value utilizing Level 2 inputs. For these
securities, the Company obtains fair value measurements from an independent pricing service. The fair value measurements consider observable
datathat may include deal er quoted market spreads, cash flows, the U.S. Treasury yield curve, live trading levels, trade execution data, market
consensus prepayment speeds, credit information and the bond’ s terms and conditions, among other things. Securities reported at fair value
utilizing Level 1 inputs are limited to actively traded equity securities whose market priceis readily available from the New Y ork Stock Exchange or
the NASDAQ exchange. A few securities are valued using Level 3inputs, all of these are classified as available for sale and are reported at fair
value using Level 3inputs. Mortgage servicing rights are also valued by an independent pricing service. Foreclosed real estate is measured at fair
value, less cost to sell at the date of foreclosure, valuations are periodically performed by management and the assets are carried at the lower of
carrying amount or fair value, less cost to sell. Income and expenses from operations and changes in valuation allowance are included in the net
expenses from foreclosed real estate. Impaired loans are
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reported at fair value utilizing level three inputs. For these loans, areview of the collateral is conducted and an appropriate allowance for loan
lossesis allocated to the loan. At March 31, 2018, 140 impaired loans with a carrying value of $13.9 million were reduced by specific valuation
allowance totaling $304,000 resulting in anet fair value of $13.6 million based on Level 3 inputs. At September 30, 2017, 164 impaired loans with a
carrying value of $15.6 million were reduced by a specific valuation totaling $345,000 resulting in anet fair value of $15.2 million based on Level 3
inputs.

The following tables present additional quantitative information about assets measured at fair value on a nonrecurring basis and for which
the Company has utilized Level 3 inputsto determine fair value:

Quantitative Information about L evel 3 Fair Value M easurements

Fair Value Valuation Unobservable
(in thousands) Estimate Techniques Input Range
March 31, 2018
Impaired loans $ 13,614 Appraisal of Appraisal 0% to 35%
collateral (1) adjustments (2) (25.3%)
Foreclosed real estate owned 1,279 Appraisal of Appraisal 20% to 46%
collateral (1), (3) adjustments (2) (23.2%)
Mortgage servicing rights 220 Discounted Discount 11.0%
cash flow rate (11.0%)
Prepayment 7% to 28%
speeds (12.2%)
Quantitative Information about Level 3 Fair Value M easurements
Fair Value Valuation Unobservable
(in thousands) Estimate Techniques Input Range
September 30, 2017
Impaired loans $ 15,231 Appraisal of Appraisal 0%to 57%
collateral (1) adjustments (2) (24.0%)
Foreclosed real estate owned 1,424 Appraisal of Appraisal 20% to 46%
collateral (1), (3) adjustments (2) (22.0%)
Mortgage servicing rights 232 Discounted Discount 11.0%
cash flow rate (11.0%)
Prepayment 11% to 30%
speeds (15.9%)

(1) Fairvalueisgeneraly determined through independent appraisals of the underlying collateral, which generally include various level 3 inputs
which are not identifiable.

(2) Appraisals may be adjusted by management for qualitative factors such as economic conditions and estimated liquidation expenses. The
range of liquidation expenses and other appraisal adjustments are presented as a percent of the appraisal.

The fair values presented represent the Company’s best estimate of fair value using the methodol ogies discussed below.
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Disclosures about Fair Value of Financial | nstruments

The fair values presented represent the Company’s best estimate of fair value using the methodol ogies discussed bel ow (in thousands).

March 31, 2018

Total Fair
CarryingValue Level | Level Il Level 111 Value
Financial assets:
Cash and cash equivalents $ 34804 $ 34804 $ — 3 — $ 34804
Certificates of deposit 500 — — 501 501
Investment and mortgage backed securities
availablefor sale 377,375 25 369,583 7,767 377,375
Loans receivable, net 1,291,262 — — 1,265,713 1,265,713
Accrued interest receivable 6,279 6,279 — — 6,279
Regulatory stock 17,234 17,234 — — 17,234
Mortgage servicing rights 220 — — 220 220
Derivatives 2,312 — 2,312 — 2,312
Bank owned life insurance 38,130 38,130 — — 38,130
Financial liabilities:
Deposits $ 1239353 $ 727632 $ — $ 508654 $ 1,236,286
Short-term borrowings 241,345 241,345 — — 241,345
Other borrowings 139,434 — — 138,434 138,434
Advances by borrowers for taxes and insurance 12,188 12,188 — — 12,188
Accrued interest payable 1,077 1,077 — — 1,077
September 30, 2017
Total Fair
CarryingValue Level | Level Il Level 111 Value
Financial assets:
Cash and cash equivalents $ 41683 $ 41683 $ — 3 — $ 41683
Certificates of deposit 500 — — 505 505
Investment and mortgage backed securities
availablefor sale 390,452 25 383,203 7,224 390,452
Loans receivable, net 1,236,681 — — 1,235,368 1,235,368
Accrued interest receivable 6,149 6,149 — — 6,149
Regulatory stock 13,832 13,832 — — 13,832
Mortgage servicing rights 232 — — 232 232
Derivatives 1,215 — 1,215 — 1,215
Bank owned life insurance 37,626 37,626 — — 37,626
Financial liabilities:
Deposits $ 1274861 $ 763964 $ — $ 511392 $ 1,275,356
Short-term borrowings 137,446 137,446 — — 137,446
Other borrowings 174,168 — — 174,107 174,107
Advances by borrowers for taxes and insurance 5,163 5,163 — — 5,163
Accrued interest payable 1,043 1,043 — — 1,043

Financial instruments are defined as cash, evidence of an ownership interest in an entity, or a contract which creates an obligation or right

to receive or deliver cash or another financial instrument from/to a second entity on potentially favorable or unfavorable terms.

Fair value is defined as the amount at which afinancial instrument could be exchanged in a current transaction between willing parties other
thanin aforced or liquidation sale. If aquoted market price isavailable for afinancial instrument, the fair value would be cal culated based upon the
market price per trading unit of the instrument.

If no readily available market exists, the fair value for financial instruments should be based upon management’s judgment regarding current
economic conditions, interest rate risk, expected cash flows, future estimated | osses, and other factors as determined through various option
pricing formulas or simulation modeling.
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As many of these assumptions result from judgments made by management based upon estimates which are inherently uncertain, the
resulting values may not be indicative of the amount realizable in the sale of a particular financial instrument. In addition, changesin the
assumptions on which the values are based may have a significant impact on the resulting estimated val ues.

As certain assets and liabilities, such as deferred tax assets, premises and equipment, and many other operational elements of the Bank, are
not considered financial instruments but have value, thisfair value of financial instruments would not represent the full market value of the
Company.

The Company employed simulation modeling in determining the fair value of financial instruments for which quoted market prices were not
available based upon the following assumptions:

Cash and Cash Equivalents, Accrued Interest Receivable, Short-Term Borrowings, Advances by Borrowersfor Taxes and | nsurance, and
Accrued I nterest Payable

Thefair value approximates the current book value.

Bank-Owned L ife Insurance

Thefair valueis equal to the cash surrender value of the Bank-owned life insurance.

Investment and M ortgage-Backed Securities Available for Sale and Regulatory Stock

Thefair value of investment and mortgage-backed securities available for saleis equal to the available quoted market price. If no quoted
market priceis available, fair valueis estimated using the quoted market price for similar securities. Since the Regulatory stock is not actively
traded on a secondary market and held exclusively by member financial institutions, the fair market val ue approximates the carrying amount. For
certain securities which are not traded in active markets or are subject to transfer restrictions, valuations are adjusted to reflect illiquidity and/or
non-transferability, and such adjustments are generally based on available market evidence (Level 3). In the absence of such evidence,
management’ s best estimate is used. Management’s best estimate consists of both internal and external support on certain Level 3 investments.
Internal cash flow models using a present value formulathat includes assumptions market participants would use along with indicative exit pricing
obtained from broker/dealers (where available) are used to support fair values of certain Level 3 investments, if applicable.

L oans Receivable, Net

Thefair values of loans are estimated using discounted cash flow analyses, using market rates at the balance sheet date that reflect the
credit and interest rate-risk inherent in the loans. Projected future cash flows are cal culated based upon contractual maturity or call dates, projected
repayments and prepayments of principal. Generally, for variable rate loans that reprice frequently and with no significant change in credit risk, fair
values are based on carrying values.

M ortgage Servicing Rights

The Company utilizes athird party provider to estimate the fair value of certain loan servicing rights. Fair value for the purpose of this
measurement is defined as the amount at which the asset could be exchanged in a current transaction between willing parties, other thanin a
forced liquidation.

Derivatives

Fair values of interest rate cap and interest rate swap contracts are based on dealer quotes.

Deposits (including Certificates of Deposit)

Thefair values disclosed for demand, savings, and money market deposit accounts are valued at the amount payable on demand as of
quarter-end. Fair values for time deposits are estimated using a discounted cash flow cal culation that applies contractual costs currently being
offered in the existing portfolio to current market rates being offered for deposits of similar remaining maturities.
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Other Borrowings

Fair values for other borrowings are estimated using a discounted cash flow cal culation that applies contractual costs currently being
offered in the existing portfolio to current market rates being offered for other borrowings of similar remaining maturities.

Commitmentsto Extend Credit

These financial instruments are generally not subject to sale, and fair values are not readily available. The carrying value, represented by the
net deferred fee arising from the unrecognized commitment, and the fair value, determined by discounting the remaining contractual fee over the
term of the commitment using fees currently charged to enter into similar agreements with similar credit risk, are not considered material for

disclosure.

11. Accumulated Other Comprehensive L oss

The activity in accumulated other comprehensive loss for the three and six months period ended March 31, 2018 and 2017 isasfollows (in

thousands):

Baance at December 31, 2017
Other comprehensive income before
reclassifications
Amounts reclassified from accumul ated
other comprehensive loss
Reclassification of certain income tax effects from
accumulated other comprehensive income
Period change
Balance at March 31, 2018
Baance at December 31, 2016
Other comprehensive income before reclassifications
Amounts reclassified from accumul ated
other comprehensive loss, net of tax
Period change
Balance at March 31, 2017

Accumulated Other
Comprehensive L oss

Defined Unrealized Gains
Benefit (L osses) on
Pension Securities
Plan Available for Sale Derivatives Total
$ (628) $ (2,215) $ 1,087 $ (1,756)
— (5,100) 587 (4,513)
— (57) (63) (120)
(124) (436) 214 (346)
(124) (5,593) 738 (4,979)
$ (752) $ (7,808) $ 1825 $ (6,735)
$ (5,993) $ (2,801) $ 899 $ (7,895)
4714 781 25 5,520
13 — (2) 11
4727 781 23 5,531

$  (1,266) $ (2,020) $ 922 $  (2364)




Accumulated Other
Comprehensive | ncome/(L 0ss)

Defined Unrealized Gains
Benefit (L osses) on
Pension Securities
Plan Available for Sale Derivatives Total
Balance at September 30, 2017 $ (628) $ 927) $ 801 $ (754)
Other comprehensive income (loss) before
reclassifications — (6,388) 888 (5,500)
Amounts reclassified from accumulated other
comprehensive loss, net of tax — (57) (78) (135)
Reclassification of certain income tax effects from
accumulated other comprehensive income (124) (436) 214 (346)
Period change (124) (6,881) 1,024 (5,635)
Balance at March 31, 2018 $ (752) $ (7,808) $ 1825 $ (6,735)
Balance at September 30, 2016 $ (6,083) $ 3952 $ 299 $ (1,832)
Other comprehensive income before reclassifications 4,714 (5,972) 619 (639)
Amounts reclassified from accumulated other
comprehensive loss, net of tax 103 — 4 107
Period change 4,817 (5,972) 623 (532)
Balance at March 31, 2017 $ (1,266) $ (2,020) $ 922 $ (2,364)

The following table presents significant amounts reclassified out of each component of accumulated other comprehensive loss for the three
and six month periods ended March 31, 2018 and 2017 (in thousands):

Amount Reclassified from
Accumulated Other Comprehensive L 0ss

Accumulated Other
Comprehensive Loss for the

Three Months Ended March Affected Lineltem in the
31, Consolidated Statement of Income
2018 2017
Securities available for sale
Net securities gains reclassified into earnings 75 — Gainson sale of investments, net
Related income tax expense (18) — Incometaxes
Net effect on accumulated other comprehensive loss for the
period 57 —  Net of tax
Defined benefit pension plan:
Amortization of net (loss) gain and prior service costs — (23) Compensation and employee benefits
Related income tax expense — 10 Income taxes
Net effect on accumulated other comprehensive loss for the
period — (13) Net of tax
Derivatives and hedging activities:
Interest expense, effective portion 76 5 Interest expense
Related income tax expense (13) (3) Incometaxes
Net effect on accumulated other comprehesive loss for the
period 63 2 Netof tax
Total reclassification for the period $ 120 $ (12)
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Amount Reclassified from
Accumulated Other Comprehensive L 0ss

Accumulated Other
Comprehensive Loss For the

Six Months Ended Affected Lineltem in the
March 31, Consolidated Statement of Income
2018 2017
Securities available for sale:
Net securities gains reclassified into earnings 75 — Gainon sale of investments, net
Related income tax expense (18) —  Incometaxes
Net effect on accumulated other comprehensive loss for the
period 57 —  Net of tax
Defined benefit pension plan:
Amoritization of net (loss) gain and prior services costs — (159) Compensation and employee benefits
Related income tax expense — 56  Income taxes
Net effect on accumulated other comprehensive loss for the
period — (103) Net of tax
Derivative and Hedging Activities:
Interest expense, effective portion 99 (6) Interest expense
Related income tax expense (21) 2 Incometaxes
Net effect on accumulated other comprehensive loss for the
period 78 (4) Netof tax
Total reclassification for the period $ 135 $ (107)

12. Derivativesand Hedging Activities
Risk Management Objective of Using Derivatives

The Company is exposed to certain risks arising from both its business operations and economic conditions. The Company principally
manages its exposures to awide variety of business and operational risks through management of its core business activities. The Company
manages economic risks, including interest rate, liquidity, and credit risk, primarily by managing the amount, sources, and duration of its assets
and liabilities and through the use of derivative financial instruments. Specifically, the Company entersinto derivative financial instrumentsto
manage exposures that arise from business activities that result in the receipt or payment of future known and uncertain cash amounts, the value
of which are determined by interest rates. The Company’s derivative financial instruments are used to manage differences in the amount, timing,
and duration of the Company’s known or expected cash receipts and its known or expected cash payments principally related to certain variable
rate borrowings.

Fair Values of Derivative | nstrumentson the Consolidated Balance Sheet

Thetable below presents the fair value of the Company’s derivative financial instruments aswell astheir classification on the Consolidated
Balance Sheet as of March 31, 2018 and September 30, 2017 (in thousands).

Fair Values of Derivative Instruments
Asset Derivatives
As of September 30,

Asof March 31, 2018 2017
Balance Sheet Fair Balance Sheet Fair
L ocation Value L ocation Value
Derivatives designated as hedging instruments
Interest Rate Products Other Assets $ 2,312 Other Assets $ 1,215

Cash Flow Hedges of Interest Rate Risk

The Company’s objectivesin using interest rate derivatives are to add stability to interest income and expense and to manage its exposure
to interest rate movements. To accomplish this objective, the Company has entered into interest rate swaps as part of itsinterest rate risk
management strategy. These interest rate swaps are designated as cash flow hedges and involve the receipt of variable rate amounts from a
counterparty in exchange for the Company making fixed payments. Asof March 31, 2018, the Company had three interest rate swaps with a
notional principal amount of $75.0 million associated with the Company’s cash outflows associated with various FHL B advances.
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For derivatives designated as cash flow hedges, the effective portion of changesin the fair value of the derivativeisinitially reported in
other comprehensive income (outside of earnings), net of tax, and subsequently reclassified to earnings when the hedged transaction affects
earnings, and the ineffective portion of changesin the fair value of the derivative isrecognized directly in earnings. The Company assesses the
effectiveness of each hedging relationship by comparing the changes in cash flows of the derivative hedging instrument with the changesin cash
flows of the designated hedged transactions. The Company did not recognize any hedge ineffectivenessin earnings during the period ended
March 31, 2018.

Amounts reported in accumul ated other comprehensive loss related to derivatives that will be reclassified to interest income/expense as
interest payments are made/received on the Company’s variable-rate assets/liabilities. During the three months ended March 31, 2018, the
Company had $76,000 of gains reclassified to interest expense. During the six months ended March 31, 2018, the Company had $99,000 of gains
reclassified to interest expense. During the next twelve months, the Company estimates that $0 will be reclassified as a decrease in interest
expense.

The tables below present the pre-tax net gains (losses) of the Company’s cash flow hedges for the three month periods ended March 31,
2018 and 2017, respectively, and where they were recorded in the Consolidated Statement of Income, (in thousands).

Gain or (Loss) Location of Gain
Location of Gain Reclassified or (Loss) Gain or (Loss)
L oss Recognized in or (Loss) from Accumulated Recognized in Recognized in
OCI on Derivative Reclassified from OClI into Income Income on Income on Derivative
(Effective Portion) Accumulated OCI (Effective Portion) Derivative (Ineffective Portion)
Derivativesin Cash Flow Three Months Ended into Income Three Months Ended (Ineffective Three Months Ended
Hedging Relationships March 31, (Effective Portion) March 31, Portion) March 31,
2018 2017 2018 2017 2018 2017
Other non-interest
Interest Rate Products $ 738 3 40 Interest expense $ 7% 3% 5 income $ — $ =
Ending balance of OCI
Total $ 738 $ 40 $ 7% $ 5 $ — % —
Gain Recognized in (L oss)Reclassified Location of Gain Gain or (Loss)
OCI on Derivative Location of Gain from Accumulated or (Loss) Recognized in
(Effective or (Loss) OCI into Income Recognized in Income on Derivative
Portion) Six Reclassified from (Effective Portion) Income on (Ineffective Portion)
Months Accumulated OCI Six Months Derivative Six Months
Derivativesin Cash Flow Ended into Income Ended (Ineffective Ended
Hedging Relationships March 31, (Effective Portion) March 31, Portion) March 31,
2018 2017 2018 2017 2018 2017
Other non-interest
Interest Rate Products $ 119% $ 1,092 Interestexpense $ ¥ $ (6) income $ — 3 —
Ending balance of OCI
Total $ 119% $ 1,092 $ 9 3 (6) $ — $ —

Credit-risk-related Contingent Features

The Company has agreements with its derivative counterparties that contain a provision where if the Company defaults on any of its
indebtedness, including default where repayment of the indebtedness has not been accel erated by the lender, then the Company could also be
declared in default on its derivative obligations.

The Company also has agreements with certain of its derivative counterparties that contain a provision where if the Company failsto
maintain its status as awell / adequately capitalized institution, then the counterparty could terminate the derivative positions and the Company
would be required to settleits obligations under the agreements.

Asof March 31, 2018 the Company had no derivativesin anet liability position and was not required to post collateral against its
obligations under these agreements. |f the Company had breached any of these provisions at March 31, 2018, it could have been required to settle
its obligations under the agreements at the termination value.
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13. Contingent Liabilities
L egal Proceedings

The Company and its subsidiaries are subject to various legal actions arising in the normal course of business. In the opinion of
Management, the resolution of these legal actionsis not expected to have a material adverse effect on the Company’s results of operations.

The Bank was named as the defendant in an action commenced on September 13, 2016 by one plaintiff. The plaintiff alleges that the Bank
repossessed motor vehicles, sold the vehicles and sought to collect deficiency balances in a manner that did not comply with the notice
requirements of the Pennsylvania Uniform Commercial Code (“UCC"). The plaintiff seeksto pursue the action as a class action on behalf of the
named plaintiff and other similarly situated plaintiffs who had their automobiles repossessed and seek to recover damages under the UCC. The
Bank denies the plaintiff’s allegations. The parties attended a mediation in October, 2017 where they reached an agreement to resolve the claims
asserted against the Bank on a class wide basis. The terms of the settlement calls for the Bank to make a payment of $1,325,000 to the plaintiffs.
The Bank’ sinsurance carrier will cover the payment made by the Bank in excess of a $125,000 retention. The court has entered an order
preliminarily approving the settlement. The court has set afinal approval hearing for May 2018.

The Bank was named as a defendant in an action commenced on December 8, 2016 by one plaintiff who will also seek to pursue this action
asaclass action on behalf of the entire class of people similarly situated. The plaintiff alleges that a bank previously acquired by ESSA Bancorp,
Inc., inthe process of making loans, received unearned fees and kickbacksin violation of the Real Estate Settlement Procedures Act. In an order
dated January 29, 2018, the court granted the Bank’s motion to dismissthe case. The plaintiff has appealed the courts ruling. Preliminary
arguments are due in June, 2018 to the extent that thislitigation could result in exposure to the bank. The amount is not currently estimable.

14. Income Taxes

Thereconciliation of the federal statutory rate and the Company’s effective income tax rate is as follows (in thousands):

For the Three Months Ended March 31,

2018 2017
% of % of
Pretax Pretax

Amount Income Amount Income
Provision at statutory rate $ 676 242% $ 34.0%
Income from bank-owned life insurance (60) (2.2) (4.7)
Tax-exempt income (134) (4.8) (216) (11.8)
Low-income housing credits 52 (4.0)
Other, net (5) (0.2) (2.3)
Actual tax expense and effective rate $ 529 189% $ 11.2%

For the Six Months Ended March 31,
2018
% of % of
Pretax Pretax

Amount Income Amount Income
Provision at statutory rate $ 1,271 242% $ 1,417 34.0%
Income from bank-owned life insurance (122) (2.3) (176) (4.2)
Tax-exempt income (269) (5.1) (432) (10.4)
Low-income housing credits (43) (0.8) (123) (2.9)
Tax rate change 3,780 72.1 — —
Other, net 5 (0.1) (83) (2.0)
Actual tax expense and effective rate $ 4,622 88.1% $ 603 14.5%

On December 22, 2017, the U.S. Government enacted comprehensive tax legislation commonly referred to as the Tax Cuts and Jobs Act (the
"Tax Act"). The Tax Act amendsthe Internal Revenue Code to reduce tax rates and modify policies, credits, and deductions for individuals and
businesses. For businesses, the Tax Act reduces the corporate federal tax rate from a maximum of 35% to aflat 21% rate. The corporate tax rate
reduction was effective January 1, 2018. Because the Company has afiscal year end of September 30, the reduced corporate tax rate will result in
the application of ablended federal statutory tax rate for itsfiscal year 2018
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and then aflat 21% thereafter. Asaresult, the carrying value of net deferred tax assets was reduced in December 2017, which increased income tax
expense by $3.8 million.

Deferred tax assets and liabilities are recognized for the future tax consequences attributabl e to temporary differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets and liabilities are measured using
enacted tax rates expected to apply to taxable incomein the years in which those temporary differences are expected to be recovered or settled.
The effect on deferred tax assets and liabilities of achange in tax ratesisrecognized in incomein the period that includes the enactment date.
These calculations are based on many complex factors including estimates of the timing of reversals of temporary differences, the interpretation of
federal income tax laws, and a determination of the differences between the tax and the financial reporting basis of assets and liabilities. Actual
results could differ significantly from the estimates and interpretations used in determining the current and deferred income tax assets and
liabilities.

Under GAAP, avaluation allowanceis required to be recognized if it is“morelikely than not” that a portion of the deferred tax asset will not
berealized. Our policy isto evaluate our deferred tax assets on aquarterly basis and record avaluation allowance for our deferred tax asset if we
do not have sufficient positive evidence indicating that it is more likely than not that some or all of the deferred tax asset will be realized. Each
quarter, we consider positive evidence, which may include taxes paid in carryback years, reversing timing differences, available tax planning
strategies, and projected taxable income and weigh it against negative evidence, which may include cumulative losses in the most recent three year
period and uncertainty regarding short-term future earnings, among other items. At March 31, 2018, management determined that no valuation
allowance on the deferred tax asset was required. This determination was based on sufficient positive evidence associated with our profitability,
demonstrated through consecutive earnings over the recent three year period, and our projections for future taxable income.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Forward L ooking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements, which can be identified by the use of such words as estimate,
project, believe, intend, anticipate, plan, seek, expect and similar expressions. These forward-looking statementsinclude:

. statements of our goals, intentions and expectations;
. statements regarding our business plans and prospects and growth and operating strategies,
. statements regarding the asset quality of our loan and investment portfolios; and
. estimates of our risks and future costs and benefits.
By identifying these forward-looking statements for you in this manner, we are alerting you to the possibility that our actual results and
financial condition may differ, possibly materially, from the anticipated results and financial condition indicated in these forward-looking
statements. Important factors that could cause our actual results and financial condition to differ from those indicated in the forward-looking

statements include, among others, those discussed under “Risk Factors’ in Part |, [tem 1A of the Company’s Annual Report on Form 10-K and
Part I1, Item 1A of this Quarterly Report on Form 10-Q, as well asthe following factors:

. significantly increased competition among depository and other financial institutions;

. inflation and changes in the interest rate environment that reduce our margins or reduce the fair value of financial instruments;
. general economic conditions, either nationally or in our market areas, that are worse than expected,;

. adverse changes in the securities markets;

. legislative or regulatory changes that adversely affect our business;

. our ability to enter new markets successfully and take advantage of growth opportunities, and the possible short-term dilutive effect of
potential acquisitions or de novo branches, if any;

. changesin consumer spending, borrowing and savings habits;
. changes in accounting policies and practices, as may be adopted by the bank regulatory agencies and the FASB; and

. changesin our organization, compensation and benefit plans.

These risks and uncertainties should be considered in evaluating forward-looking statements and undue reliance should not be placed on
such statements.

Comparison of Financial Condition at March 31, 2018 and September 30, 2017
Total Assets. Total assetsincreased by $35.7 million, or 2.0%, to $1.82 hillion at March 31, 2018 from $1.79 billion at September 30, 2017.

Total Cash and Cash Equivalents. Total cash and cash equivalents decreased $6.9 million, or 16.5%, to $34.8 million at March 31, 2018 from
$41.7 million at September 30, 2017. Decreases in interest bearing deposits with other institutions of $17,000, and cash and due from banks of $6.9
million, were the reasons for the net decrease of $6.9 million.

Net Loans. Net loansincreased $54.6 million, or 4.4%, to $1.29 hillion at March 31, 2018 from September 30, 2017. During this period,
residential loans decreased $2.8 million to $583.9 million, construction loans increased $975,000 to $4.1 million, commercial real estate |loans
increased $65.2 million to $383.6 million, commercial loansincreased $5.1 million to $49.3 million, obligations of states and political subdivisions
decreased $2.5 million to $55.6 million, home equity loans and lines of credit decreased $2.0 million to $44.2 million, auto |oans decreased $8.2
million to $178.4 million, and other loans decreased $187,000 to $2.7 million.

I nvestment Securities Available for Sale. Investment securities available for sale decreased $13.1 million, or 3.4%, to $377.4 million at March
31, 2018 from $390.5 million at September 30, 2017. The decrease was due primarily to decreases in obligations of states and political subdivisions
of $14.0 million, U.S. government securities of $5.6 million, corporate obligations of $3.8 million and other debt securities of $2.6 million which were
partially offset by an increase in mortgage backed securities of $12.9 million. The Company realized a net gain of $75,000 on the sale of investment
securities totaling $22.1 million for the three and six months ended March 31, 2018.
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Deposits. Deposits decreased $35.5 million, or 2.8%, to $1.24 billion at March 31, 2018 from $1.27 billion at September 30, 2017 due primarily
to declinesin municipal deposits. Decreases in non interest bearing demand accounts of $7.7 million, and interest bearing demand accounts of
$43.8 million were offset in part by increasesin money market accounts of $13.0 million, savings and club accounts of $2.2 million and certificates

of deposit of $824,000. Theincrease in certificates of deposit, which increased to $511.7 million at March 31, 2018, included an increase in brokered
certificates of $28.3 million to $168.0 million.

Borrowed Funds. Borrowed funds increased by $69.2 million, or 22.2%, to $380.8 million at March 31, 2018, from $311.6 million at
September 30, 2017. Theincrease in borrowed funds was due to an increase in short term borrowings of $103.9 million offset in part by a decrease

in other borrowings of $34.7 million. Short term borrowings increase due to asset growth and decline in deposits. All borrowings at March 31, 2018
represent advances from the Federal Home Loan Bank of Pittsburgh (the “FHLB").

Stockholders' Equity. Stockholders' equity decreased by $5.3 million, or 2.9%, to $177.4 million at March 31, 2018 from $182.7 million at

September 30, 2017. The decrease in stockholders’ equity was primarily due to an increase in accumulated other comprehensive loss of $6.0 million
and dividends of $1.6 million partially offset by stock option exercises of $1.1 million.
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Average Balance Sheetsfor the Threeand Six Months Ended March 31, 2018 and 2017

The following tables set forth average balance sheets, average yields and costs, and certain other information for the periods indicated. All
average balances are daily average balances, the yields set forth below include the effect of deferred fees and discounts and premiums that are

amortized or accreted to interest income.

I nter est-ear ning assets:
Loans(1)
Investment Securities
Taxable
Exempt from federal income
tax(2(3)
Total investment securities
M ortgage-backed securities
Federal Home Loan Bank stock
Other
Total interest-earning assets
Allowance for loan losses
Noninterest-earning assets
Total assets
I nterest-bearing liabilities:
NOW accounts
Money market accounts
Savings and club accounts
Certificates of deposit
Borrowed funds
Total interest-bearing liabilities
Non-interest-bearing NOW
accounts
Non-interest-bearing liabilities
Total liabilities
Equity
Total liabilities and equity
Net interest income

Interest rate spread
Net interest-earning assets
Net interest margin(4)
Average interest-earning assets to
average interest-bearing liabilities

For the Three Months Ended March 31,

2018 2017
Interest Income/ Interest Income/
Average Balance Expense Yield/Cost Average Balance Expense Yield/Cost
(dollarsin thousands)
$ 1,295,240 $ 12,953 4.06% $ 1,221,133 $ 11,799 3.92%
79,295 686 3.51% 87,526 658 3.05%
47,952 285 3.05% 50,581 304 3.69%
127,247 971 3.34% 138,107 962 3.28%
258,319 1,500 2.35% 252,692 1,384 2.22%
16,842 331 7.97% 15,414 182 4.81%
5,334 92 6.99% 9,170 52 2.30%
1,702,982 15,847 3.79% 1,636,516 14,379 3.60%
(10,047) (9,369)
129,417 134,929
$ 1,822,352 $ 1,762,076
$ 175,987 $ 105 0.24% $ 149,482 $ 50 0.14%
248,695 361 0.57% 253,302 319 0.51%
135,899 17 0.05% 138,782 18 0.05%
520,257 1,886 1.47% 522,956 1,682 1.30%
388,589 1,553 1.62% 354,863 1,006 1.15%
1,469,427 3,912 1.08% 1,419,385 3,075 0.88%
149,994 143,626
23,681 25,208
1,643,102 1,588,219
179,250 173,857
$ 1,822,352 $ 1,762,076
$ 11,935 $ 11,304
2.71% 2.72%
$ 233,555 $ 217,131
2.84% 2.80%
115.89% 115.30%
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For the Six Months Ended March 31,

2018 2017
Interest Income/ Interest Income/
Average Balance Expense Yield/Cost Average Balance Expense Yield/Cost

(dollarsin thousands)
I nter est-ear ning assets:

Loans(®) $ 1,281,427 $ 25,736 4.03% $ 1,226,588 $ 24,050 3.93%
Investment Securities
Taxable@ 80,020 1,343 3.37% 87,903 1,288 2.94%
Exempt from federal income
tax(2(3) 48,984 573 2.97% 51,780 612 3.59%
Total investment securities 129,004 1,916 3.22% 139,683 1,900 3.18%
M ortgage-backed securities 258,337 2,901 2.25% 251,116 2,629 2.10%
Federal Home L oan Bank stock 15,550 506 6.53% 15,567 373 4.81%
Other 5,538 164 5.90% 8,805 77 1.75%
Total interest-earning assets 1,689,856 31,223 3.72% 1,641,759 29,029 3.58%
Allowance for loan losses (9,776) (9,259)
Noninterest-earning assets 132,286 132,794
Total assets $ 1,812,366 $ 1,765,294
I nterest-bearing liabilities:
NOW accounts $ 190,759 $ 244 0.26% $ 158,883 $ 113 0.14%
Money market accounts 249,167 684 0.55% 252,237 643 0.51%
Savings and club accounts 135,492 35 0.05% 137,719 35 0.05%
Certificates of deposit 523,260 3,773 1.45% 515,742 3,290 1.28%
Borrowed funds 358,527 2,784 1.56% 359,393 2,012 1.12%
Total interest-bearing liabilities 1,457,205 7,520 1.03% 1,423,974 6,093 0.86%
Non-interest-bearing NOW
accounts 151,295 142,751
Non-interest-bearing liabilities 22,147 23,677
Total liabilities 1,630,647 1,590,402
Equity 181,719 174,892
Total liabilities and equity $ 1,812,366 $ 1,765,294
Net interest income $ 23,703 $ 22,936
Interest rate spread 2.69% 2.72%
Net interest-earning assets $ 232,651 $ 217,785
Net interest margin(4) 2.81% 2.80%
Average interest-earning assets to
average interest-bearing liabilities 115.97% 115.29%

(1) Non-accruing loans are included in the outstanding loan balances.
(2) Availablefor sale securities arereported at fair value.

(3) Yieldsontax exempt securities have been calculated on afully tax equivalent basis assuming atax rate of 21.00% for the three months ended
March 31, 2018 and 34% for the three months ended March 31, 2017.

(4) Representsthe difference between interest earned and interest paid, divided by average total interest earning assets.

Comparison of Operating Resultsfor the Three Months Ended Mar ch 31, 2018 and March 31, 2017

Net I ncome. Net income increased $632,000, or 38.8%, to $2.3 million for the three months ended March 31, 2018 compared to net income of
$1.6 million for the comparable period in 2017. Income before income taxes was $2.8 million for the three months ended March 31, 2018 compared to
$1.8 million compared to the comparable period in 2017. The increase was due to increases in net interest income and noninterest income combined
with adecrease in noninterest expenses, offset in part, by an increase in the provision for loan losses.
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Net I nterest | ncome. Net interest income increased $631,000, or 5.6%, to $11.9 million for the three months ended March 31, 2018 from $11.3
million for the comparable period in 2017. The increase was primarily attributable to a$16.4 million increase in the Company’s net interest earning
assets for the three months ended March 31, 2018 which was offset in part by a decline of one basis point in the Company’sinterest rate spread to
2.71% at March 31, 2018 from 2.72% for the comparable period in 2017.

I nterest Income. Interest incomeincreased $1.5 million, or 10.2%, to $15.8 million for the three months ended March 31, 2018 from $14.4
million for the comparable 2017 period. The increase resulted primarily from an increase in the average yield on interest earning assets of nineteen
basis pointsto 3.79% for the three months ended March 31, 2018 from 3.60% in the comparable 2017 period and an increase in the average balance
of interest earning assets of $66.5 million. The average balance of loans increased $74.1 million between the two periods. In addition, the average
balance of investment securities decreased $10.9 million, mortgage-backed securities increased $5.6 million, FHLB stock increased $1.4 million and
other interest earning assets decreased $3.8 million.

I nterest Expense. Interest expense increased $837,000, or 27.2%, to $3.9 million for the three months ended March 31, 2018 from $3.1 million
for the comparable 2017 period. The increase resulted from an increase in the cost of interest bearing liabilities of 20 basis points and anincreasein
the average balance of interest bearing liabilities of $50.0 million between the two periods. The Federal Reserve increased the Fed Fundsinterest
rate by atotal of 75 basis points between March 31, 2017 and March 31, 2018. Thisincrease was the primary reason for increasesin the Company’s
cost of borrowed fundsto 1.62% for the three months ended March 31, 2018 from 1.15% for the comparable period in 2017 and of certificate of
depositsto 1.47% from 1.30% for the same comparative periods. For the three months ended March 31, 2018 and 2017 the average cost of interest
bearing liabilities was 1.08% and 0.88%, respectively.

Provision for Loan Losses. In evaluating the level of the allowance for |oan losses, management considers historical |oss experience, the
types of loans and the amount of loansin the loan portfolio, adverse situations that may affect a borrower’s ability to repay, the estimated val ue of
any underlying collateral, peer group information and prevailing economic conditions. This evaluation isinherently subjective asit requires
estimates that are subject to interpretation and revision as more information becomes available or as future events occur. After an evaluation of
these factors, management made a provision for loan losses of $1.1 million for the three month period ended March 31, 2018 compared to $750,000
for the three month period ended March 31, 2017. The allowance for loan losses was $10.5 million, or 0.81% of loans outstanding, at March 31,
2018, compared to $9.4 million, or 0.75% of loans outstanding, at September 30, 2017.

Non-interest ncome. Non-interest income increased $161,000, or 9.0%, to $1.9 million for the three months ended March 31, 2018 from $1.8
million for the comparable period in 2017. Increases in trust and investment fees of $23,000, service fees on deposit accounts of $8,000, service
charges and fees on loans of $26,000, gain on sale of investments net of $75,000 and other income of $35,000 were partially offset by decreasesin
earnings on bank owned lifeinsurance of $7,000. Trust and investment feesincreased primarily due to an increase in assets under management.
Service related feesincreased primarily due to increased volume.

Non-interest Expense. Non-interest expense decreased $516,000, or 4.9%, to $10.0 million for the three months ended March 31, 2018 from
$10.5 million for the comparable period in 2017. The primary reasons for the decrease were decreases in compensation and employee benefits of
$156,000, data processing of $43,000, professional fees of $209,000, advertising expenses of $40,000, other expenses of $115,000 and amortization of
intangible assets of $29,000 which were offset in part by a decrease in the gain on foreclosed real estate of $37,000 and an increasein FDIC
premiums of $43,000. Compensation expense decreased primarily due to a decrease in pension expense. Professional fees decreased primarily due
to adecrease in consulting fees and advertising expenses decreased primarily due to a decrease in the advertising frequency.

I ncome Taxes. Income tax expense increased $326,000 to $529,000 for the three months ended March 31, 2018 from $203,000 for the
comparable 2017 period. Theincrease was primarily aresult of higher income before taxesin the three months ended March 31, 2018 compared to
the comparable period in 2017. The effective tax rate for the three months ended March 31, 2018 was 18.9% compared to 11.1% for the 2017 period.

Comparison of Operating Resultsfor the Six Months Ended March 31, 2018 and March 31, 2017

Net Income. Net income decreased $2.9 million, or 82.5%, to $625,000 for the six months ended March 31, 2018 compared to net income of
$3.6 million for the comparable period in 2017. The decrease was due primarily to an increase in income tax expense of $4.0 million due to aone-time
charge to income tax expense of $3.8 million related to the reduction in the carrying value of the Company’s deferred tax assets, which resulted
from the reduction in the federal corporate income tax rate under the Tax Cuts and Jobs Act of 2017. Income before income taxes was $5.2 million
for the six months ended March 31, 2018 compared to $4.2 million compared to the comparable period in 2017. Theincrease was due to increasesin
net interest income and noninterest income combined with a decrease in noninterest expenses, offset in part, by an increase in the provision for
|oan losses.

44



Net I nterest | ncome. Net interest income increased $767,000, or 3.3%, to $23.7 million for the six months ended March 31, 2018 from $22.9
million for the comparable period in 2017. The increase was primarily attributable to a $14.9 million increase in the Company’s net interest earning
assets for the six months ended March 31, 2018 which was offset in part by adecline of three basis point in the Company’sinterest rate spread to
2.69% at March 31, 2018 from 2.72% for the comparable period in 2017.

I nterest | ncome. Interest income increased $2.2 million, or 7.6%, to $31.2 million for the six months ended March 31, 2018 from $29.0 million
for the comparable 2017 period. The increase resulted primarily from an increase in the average yield on interest earning assets of fourteen basis
pointsto 3.72% for the six months ended March 31, 2018 from 3.58% in the comparable 2017 period and an increase in the average balance of
interest earning assets of $48.1 million. The average balance of loansincreased $54.8 million between the two periods. In addition, the average
balance of investment securities decreased $10.7 million, mortgage-backed securities increased $7.2 million, regulatory stock decreased $17,000 and
other interest earning assets decreased $3.3 million.

I nterest Expense. Interest expenseincreased $1.4 million, or 23.4%, to $7.5 million for the six months ended March 31, 2018 from $6.1 million
for the comparable 2017 period. The increase resulted from an increase in the cost of interest bearing liabilities of 18 basis pointsand anincreasein
the average balance of interest bearing liabilities of $33.2 million between the two periods. The Federal Reserve increased the Fed Funds interest
rate by atotal of 75 basis points between March 31, 2017 and March 31, 2018. Thisincrease was the primary reason for increasesin the Company’s
cost of borrowed funds to 1.56% for the six months ended March 31, 2018 from 1.12% for the comparable period in 2017 and of certificate of
depositsto 1.45% from 1.28% for the same comparative periods. For the six months ended March 31, 2018 and 2017 the average cost of interest
bearing liabilities was 1.03% and 0.86%, respectively.

Provision for Loan Losses. In evaluating the level of the allowance for |oan losses, management considers historical |oss experience, the
types of loans and the amount of loansin the loan portfolio, adverse situations that may affect a borrower’s ability to repay, the estimated val ue of
any underlying collateral, peer group information and prevailing economic conditions. This evaluation isinherently subjective asit requires
estimates that are subject to interpretation and revision as more information becomes available or as future events occur. After an evaluation of
these factors, management made a provision for loan losses of $2.1 million for the six month period ended March 31, 2018 compared to $1.5 million
for the six month period ended March 31, 2017. The allowance for |oan losses was $10.5 million, or 0.81% of loans outstanding, at March 31, 2018,
compared to $9.4 million, or 0.75% of |oans outstanding, at September 30, 2017.

Non-interest | ncome. Non-interest income increased $273,000, or 7.5%, to $3.9 million for the six months ended March 31, 2018 from $3.6
million for the comparable period in 2017. Increases in trust and investment fees of $113,000, service fees on deposit accounts of $27,000, service
charges and fees on loans of $41,000, gain on sale of investments net of $75,000 and other income of $53,000 were partially offset by decreasesin
earnings on bank owned life insurance of $15,000 and insurance commissions of $21,000. Trust and investment fees increased primarily dueto an
increase in assets under management. Service related fees increased primarily due to increased volume.

Non-interest Expense. Non-interest expense decreased $636,000, or 3.0%, to $20.3 million for the six months ended March 31, 2018 from
$20.9 million for the comparable period in 2017. The primary reasons for the decrease were decreases in compensation and employee benefits of
$325,000, data processing of $48,000, professional fees of $388,000, advertising expenses of $187,000, and amortization of intangible assets of
$48,000 which were offset in part by aincrease in occupancy and equipment of $90,000, a decreasein the gain on foreclosed real estate of $97,000
and an increase of other expenses of $128,000. Included in other expensesis $219,000 in one-time expenses related to the closing of three
supermarket branches during December 2017. Compensation expense decreased primarily due to adecrease in pension expense. Professional fees
decreased primarily due to adecrease in consulting fees and advertising expenses decreased primarily due to a decrease in the advertising
frequency.

I ncome Taxes. Income tax expense increased $4.0 million to $4.6 million for the six months ended March 31, 2018 from $603,000 for the
comparable 2017 period. The increase was primarily aresult of aone time charge to income tax expense of $3.8 million related to the reduction in the
carrying value of the Company’s deferred tax assets, which resulted from the reduction in the federal corporate income tax rate under the Tax Cuts
and Jobs Act of 2017.
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The following table provides information with respect to the Bank’s non-performing assets at the dates indicated (dollars in thousands).

March 31, September 30,

2018 2017
Non-performing assets:

Non-accruing loans $ 9693 $ 10,487

Non-accruing purchased credit impaired loans 4,219 3,776

Total non-performing loans 13,912 14,263

Foreclosed real estate 1,279 1,424

Other repossessed assets 9 9

Total non-performing assets $ 15200 $ 15,696
Ratio of non-performing loansto total loans 1.07% 1.14%
Ratio of non-performing loans to total assets 0.76% 0.80%
Ratio of non-performing assetsto total assets 0.83% 0.88%
Ratio of alowancefor loan lossesto total loans 0.81% 0.75%

Loans are reviewed on aregular basis and are placed on non-accrual status when they become more than 90 days delinquent. When loans
are placed on non-accrual status, unpaid accrued interest is fully reserved, and further income is recognized only to the extent received. Non-
performing assets decreased $496,000 from September 30, 2017 to March 31, 2008. Non-performing loans decreased $351,000 from September 30,
2017 to March 31, 2018. The number of nonperforming residential loanswas 70 at March 31, 2018 compared to 76 at September 30, 2017. The $13.9
million of non-accruing loans at March 31, 2018 included 70 residential loans with an aggregate outstanding balance of $6.4 million, 30 commercial
and commercial real estate |loans with aggregate outstanding balances of $6.1 million and 90 consumer loans with aggregate balances of $1.4
million. Within the residential 1oan balance are $3.9 million of loans less than 90 days past due. In the quarter ended March 31, 2018, the Company
identified 31 residential loans which, although paying as agreed, have a high probability of default. Foreclosed real estate decreased $144,000 to
$1.3 million at March 31, 2018 from $1.4 million at September 30, 2017. Foreclosed real estate consists of 13 residential properties, one building lot
and six commercial properties.

At March 31, 2018, the principal balance of troubled debt restructures (“ TDRS") was $4.8 million compared to $4.9 million at September 30,
2017. Of the $4.8 million of troubled debt restructures at March 31, 2018, $109,000 are performing loans and $4.7 million are non-accrual loans.

Asof March 31, 2018, TDRswere comprised of 31 residential loans totaling $3.6 million, five commercial and commercial real estate loans
totaling $1.1 million, and five consumer (home equity loans, home equity lines and credit, indirect auto and other) loan totaling $124,000.

For the three month period ended March 31, 2018, no loans were removed from non-performing TDR status. For the six month period ended
March 31, 2018 two loans were removed from non-performing TDR status due to completion of one year of consecutive timely payments.

We have modified the terms of certain loans that do not meet the definition of a TDR. The vast mgjority of such loans were rate
modifications of residential first mortgage loansin lieu of refinancing. The non-TDR rate modificationswere all on performing loans where the rates
were reset to current market rates. For the three months ended March 31, 2018, we modified six loans totaling $507,000 in this fashion. With regard
to commercial loans, including commercial real estate loans, no loans were modified for the three months ended March 31, 2018.

Liquidity and Capital Resour ces

We maintain liquid assets at |evels we consider adequate to meet both our short-term and long-term liquidity needs. We adjust our liquidity
levelsto fund deposit outflows, repay our borrowings and to fund loan commitments. We also adjust liquidity as appropriate to meet asset and
liability management objectives.

Our primary sources of liquidity are deposits, prepayment and repayment of |oans and mortgage-backed securities, maturities of investment
securities and other short-term investments, and earnings and funds provided from operations, as well as access to FHL B advances and other
borrowing sources. While scheduled principal repayments on loans and mortgage-backed securities are arelatively predictable source of funds,
deposit flows and loan prepayments are greatly influenced by market interest rates, economic conditions, and rates offered by our competition. We
set the interest rates on our depositsto maintain adesired level of total deposits.

46



A portion of our liquidity consists of cash and cash equivalents and borrowings, which are a product of our operating, investing and
financing activities. At March 31, 2018, $34.8 million of our assets were invested in cash and cash equivalents. Our primary sources of cash are
principal repayments on loans, proceeds from the maturities of investment securities, principal repayments of mortgage-backed securities and
increases in deposit accounts. Short-term investment securities (maturing in one year or less) totaled $1.8 million at March 31, 2018. As of March
31, 2018, we had $380.8 million in borrowings outstanding from the Pittsburgh FHLB. We have access to total FHL B advances of up to
approximately $626.9 million.

At March 31, 2018, we had $198.7 million in loan commitments outstanding, which included, in part, $73.3 million in undisbursed
construction loans and land development |oans, $36.4 million in unused home equity lines of credit, $76.8 million in commercial lines of credit and
commitmentsto originate commercial loans, $4.4 million in performance standby |etters of credit and $7.8 million in other unused commitments
which are primarily to originate residential mortgage loans and multifamily loans. Certificates of deposit due within one year of March 31, 2018
totaled $340.1 million, or 66.5% of certificates of deposit. If these maturing deposits do not remain with us, we will be required to seek other sources
of funds, including other certificates of deposit and borrowings. Depending on market conditions, we may be required to pay higher rates on such
deposits or other borrowings than we currently pay on the certificates of deposit due on or before December 31, 2018. We believe, however, based
on past experience that a significant portion of our certificates of deposit will remain with us. We have the ability to attract and retain deposits by
adjusting the interest rates offered.

Asreported in the Consolidated Statements of Cash Flow, our cash flows are classified for financial reporting purposes as operating,
investing or financing cash flows. Net cash provided by operating activities was $10.9 million and $12.3 million for the six months ended March 31,
2018 and 2017, respectively. These amounts differ from our net income because of avariety of cash receipts and disbursements that did not affect
net income for the respective periods. Net cash used for investing activities was ($57.6) million and ($6.1) million for the six months ended March
31, 2018 and 2017, respectively, principally reflecting our loan and investment security activities. Deposit and borrowing cash flows have
comprised most of our financing activities, which resulted in net cash provided (used for) by $39.8 million and ($13.3) million for the six months
ended March 31, 2018 and 2017, respectively.

Critical Accounting Policies

We consider accounting policies that require management to exercise significant judgment or discretion or make significant assumptions
that have, or could have, amaterial impact on the carrying value of certain assets or on income, to be critical accounting policies. We consider the
following to be our critical accounting policies:

Allowancefor Loan Losses. The allowance for loan losses is the estimated amount considered necessary to cover credit lossesinherent in
the loan portfolio at the balance sheet date. The allowance is established through the provision for loan losses which is charged against income. In
determining the allowance for loan losses, management makes significant estimates and hasidentified this policy as one of our most critical. The
methodology for determining the allowance for loan lossesis considered a critical accounting policy by management due to the high degree of
judgment involved, the subjectivity of the assumptions utilized and the potential for changesin the economic environment that could result in
changes to the amount of the recorded allowance for |oan losses.

Asasubstantial amount of our loan portfoliois collateralized by real estate, appraisals of the underlying value of property securing loans
and discounted cash flow valuations of properties are critical in determining the amount of the allowance required for specific loans. Assumptions
for appraisals and discounted cash flow valuations are instrumental in determining the value of properties. Overly optimistic assumptions or
negative changes to assumptions could significantly impact the valuation of a property securing aloan and the related allowance determined. The
assumptions supporting such appraisals and discounted cash flow valuations are carefully reviewed by management to determine that the
resulting values reasonably reflect amounts realizable on the related loans.

Management performs a quarterly evaluation of the adequacy of the allowance for loan losses. Consideration is given to avariety of factors
in establishing this estimate including, but not limited to, current economic conditions, delinquency statistics, geographic and industry
concentrations, the adegquacy of the underlying collateral, the financial strength of the borrower, results of internal and external loan reviews and
other relevant factors. This evaluation isinherently subjective, asit requires material estimates that may be susceptible to significant revision
based on changes in economic and real estate market conditions.
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The analysis of the allowance for |oan losses has two components: specific and general allocations. Specific allocations are made for loans
that are determined to be impaired. Impairment is measured by determining the present val ue of expected future cash flows or, for collateral-
dependent loans, the fair value of the collateral adjusted for market conditions and selling expenses. The general allocation is determined by
segregating the remaining loans by type of loan, risk weighting (if applicable) and payment history. We also analyze historical loss experience,
delinquency trends, general economic conditions and geographic and industry concentrations. This analysis establishes factors that are applied
to the loan groups to determine the amount of the general allocations. Actual loan losses may be significantly more than the allowance for loan
losses we have established which could have a material negative effect on our financial results.

Goodwill and I ntangible Assets. Goodwill is not amortized, but it istested at least annually for impairment in the fourth quarter, or more
frequently if indicators of impairment are present. If the estimated current fair value of areporting unit exceedsits carrying value, no additional
testing isrequired and an impairment lossis not recorded. The Company uses market capitalization and multiples of tangible book val ue methods
to determine the estimated current fair value of its reporting unit. Based on this analysis, no impairment was recorded in 2017 or 2016.

The other intangibles assets are assigned useful lives, which are amortized on an accel erated basis over their weighted-average lives. The
Company periodically reviews the intangibl e assets for impairment as events or changesin circumstances indicate that the carrying amount of
such asset may not be recoverable. Based on these reviews, no impairment was recorded in 2017 and 2016.

Derivative I nstruments and Hedging Activities. The Company records all derivatives on the balance sheet at fair value. The accounting for
changesin the fair value of derivatives depends on the intended use of the derivative, whether the Company has elected to designate aderivative
in ahedging relationship and apply hedge accounting and whether the hedging relationship has satisfied the criteria necessary to apply hedge
accounting. Derivatives designated and qualifying as a hedge of the exposure to changes in the fair value of an asset, liability, or firm commitment
attributable to a particular risk, such asinterest rate risk, are considered fair value hedges. Derivatives designated and qualifying as a hedge of the
exposure to variability in expected future cash flows, or other types of forecasted transactions, are considered cash flow hedges. Derivatives may
also be designated as hedges of the foreign currency exposure of anet investment in aforeign operation. Hedge accounting generally provides for
the matching of the timing of gain or loss recognition on the hedging instrument with the recognition of the changesin the fair value of the hedged
asset or liability that are attributable to the hedged risk in afair value hedge or the earnings effect of the hedged forecasted transactionsin a cash
flow hedge. The Company may enter into derivative contracts that are intended to economically hedge certain of itsrisk, even though hedge
accounting does not apply or the Company elects not to apply hedge accounting.

Employee Benefit Plans. The Bank maintains a noncontributory, defined benefit pension plan for all employeeswho have met age and
length of service requirements. The Bank also maintains a defined contribution Section 401(k) plan covering eligible employees. The Company
created an ESOP for the benefit of employees who meet certain eligibility requirements. The Company makes cash contributions to the ESOP on an
annual basis.

The Company maintains an equity incentive plan to provide for issuance or granting of shares of common stock for stock options or
restricted stock. The Company has recorded stock-based employee compensation cost using the fair value method as allowed under generally
accepted accounting principles. Management estimated the fair values of all option grants using the Black-Schol es option-pricing model.
Management estimated the expected life of the options using the simplified method as allowed under generally accepted accounting principles.
Therisk-free rate was determined utilizing the treasury yield for the expected life of the option contract.

Fair Value Measurements. We group our assets at fair value in three levels, based on the markets in which the assets are traded and the
reliability of the assumptions used to determine fair value. These levels are:
. Level | —Valuation is based upon quoted prices for identical instruments traded in active markets.

. Level Il —Valuation is based upon quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-based val uation techniques for which all significant assumptions are observable
in the market.

. Level 1l — Valuation is generated from model-based techniques that use significant assumptions not observable in the market. These
unobservabl e assumptions reflect the Company’s own estimates of assumptions that market participants would use in pricing the
asset.
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We base our fair values on the price that would be received to sell an asset or paid to transfer aliability in an orderly transaction between
market participants at the measurement date. It is our policy to maximize the use of observable inputs and minimize the use of unobservable inputs
when developing fair value measurements, in accordance with the fair value hierarchy in generally accepted accounting principles.

Fair value measurements for most of our assets are obtained from independent pricing services that we have engaged for this purpose.
When available, we, or our independent pricing service, use quoted market prices to measure fair value. If market prices are not available, fair value
measurement is based upon models that incorporate available trade, bid, and other market information. Subsequently, all of our financial
instruments use either of the foregoing methodologies to determine fair value adjustments recorded to our financial statements. In certain cases,
however, when market observable inputs for model-based val uation techniques may not be readily available, we are required to make judgments
about assumptions market participants would use in estimating the fair value of financial instruments. The degree of management judgment
involved in determining the fair value of afinancial instrument is dependent upon the availability of quoted market prices or observable market
parameters. For financial instruments that trade actively and have quoted market prices or observable market parameters, thereis minimal
subjectivity involved in measuring fair value. When observable market prices and parameters are not fully available, management judgment is
necessary to estimate fair value. In addition, changes in the market conditions may reduce the availability of quoted prices or observable data.
When market datais not available, we use valuation techniques requiring more management judgment to estimate the appropriate fair value
measurement. Therefore, the results cannot be determined with precision and may not be realized in an actual sale or immediate settlement of the
asset. Additionally, there may be inherent weaknessesin any cal culation technique, and changes in the underlying assumptions used, including
discount rates and estimates of future cash flows, that could significantly affect the results of current or future valuations.

Other-than-Temporary | nvestment Security | mpairment. Securities are evaluated periodically to determine whether adeclinein their value
is other-than-temporary. Management utilizes criteria such as the magnitude and duration of the decline, in addition to the reasons underlying the
decline, to determine whether the loss in value is other-than-temporary. The term “ other-than-temporary” is not intended to indicate that the
declineis permanent, but indicates that the prospect for a near-term recovery of valueis not necessarily favorable, or that thereisalack of
evidence to support arealizable value equal to or greater than the carrying value of the investment. Once adeclinein value is determined to be
other-than-temporary, the value of the security is reduced and a corresponding charge to earnings is recogni zed.

Deferred Income Taxes. We use the asset and liability method of accounting for income taxes. Under this method, deferred tax assets and
liabilities are recognized for the future tax consequences attributabl e to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to
taxable incomein the yearsin which those temporary differences are expected to be recovered or settled. If current available information raises
doubt asto the realization of the deferred tax assets, avaluation allowance is established. We consider the determination of this valuation
allowanceto be acritical accounting policy because of the need to exercise significant judgment in evaluating the amount and timing of
recognition of deferred tax liabilities and assets, including projections of future taxable income. These judgments and estimates are reviewed on a
continual basis as regulatory and business factors change. A valuation allowance for deferred tax assets may be required if the amount of taxes
recoverable through loss carryback declines, or if we project lower levels of future taxable income. Such avaluation allowance would be
established through a charge to income tax expense that would adversely affect our operating results.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements (as such term is defined in applicable Securities and Exchange Commission rules) that
arereasonably likely to have a current or future material effect on our financial condition, results of operations, liquidity, capital expenditures or
capital resources.

Contractual Obligations

During thefirst three months of fiscal 2018, the Company’s contractual obligations did not change materially from those discussed in the
Company’s Financial Statements for the year ended September 30, 2017.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

The majority of our assets and liabilities are monetary in nature. Consequently, our most significant form of market risk isinterest rate risk.
Our assets, consisting primarily of mortgage loans, have longer maturities than our liabilities, consisting primarily of deposits and borrowings. As
aresult, aprincipal part of our business strategy isto manage interest rate risk and reduce the exposure of our net interest incometo changesin
market interest rates. Accordingly, our Board of Directors has approved guidelines for managing the interest rate risk inherent in our assets and
liabilities, given our business strategy, operating environment, capital, liquidity and performance objectives. Senior management monitorsthe level
of interest rate risk on aregular basis and the asset/liability committee meets quarterly to review our asset/liability policies and interest rate risk
position.

We have sought to manage our interest rate risk in order to minimize the exposure of our earnings and capital to changesin interest rates.
The net proceeds from the Company’s stock offering increased our capital and provided management with greater flexibility to manage our interest
raterisk. In particular, management used the mgjority of the capital we received to increase our interest-earning assets. There have been no material
changesin our interest rate risk since September 30, 2017.

Item 4. Controlsand Procedures

Under the supervision and with the participation of our management, including our Principal Executive Officer and Principal Financia
Officer, we evaluated the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Rule 13a-15(¢e) and
15d-15(e) under the Securities Exchange Act of 1934) as of the end of the period covered by this Report. Based upon that evaluation, the Principal
Executive Officer and Principal Financial Officer concluded that, as of the end of the period covered by this Report, our disclosure controls and
procedures were effective.

There were no changes made in the Company’sinternal controls over financial reporting (as defined by rule 13a-15(f) and 15d-15(f) under
the Securities Exchange Act of 1934) or in other factors that have materially affected, or are reasonably likely to materially affect, the Company’s
internal controls over financial reporting during the period covered by this Report.
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Part 1| — Other Information
Item 1. L egal Proceedings

From timeto time, the Company or its subsidiaries are engaged in legal proceedingsin the ordinary course of business, hone of which are
currently considered to have amaterial impact on the Company’sfinancial position or results of operations, except as previously disclosed in Part
I, Item 3 of the Company’s Annual Report on Form 10-K for the year ended September 30, 2017, and as described below.

The Bank was named as the defendant in an action commenced on September 13, 2016 by one plaintiff. The plaintiff alleges that the Bank
repossessed motor vehicles, sold the vehicles and sought to collect deficiency balances in a manner that did not comply with the notice
reguirements of the Pennsylvania Uniform Commercial Code (UCC). The plaintiff seeksto pursue the action as a class action on behalf of the
named plaintiff and other similarly situated plaintiffs who had their automobiles repossessed and seek to recover damages under the UCC. The
Bank denies the plaintiff’s allegations. The parties attended a mediation in October, 2017 where they reached an agreement to resolve the claims
asserted against the Bank on a class wide basis. The terms of the settlement calls for the Bank to make a payment of $1,325,000 to the plaintiffs.
The Bank’ sinsurance carrier will cover the payment made by the Bank in excess of a $125,000 retention. The court has entered an order preliminary
approving the settlement. The court has set afinal approval for May 2018.

The Bank was named as a defendant in an action commenced on December 8, 2016 by one plaintiff who will also seek to pursue this action
asaclass action on behalf of the entire class of people similarly situated. The plaintiff alleges that abank previously acquired by ESSA Bancorp,
Inc., inthe process of making loans, received unearned fees and kickbacksin violation of the Real Estate Settlement Procedures Act. In an order
dated January 29, 2018, the court granted the Bank’s motion to dismiss the case. The plaintiff has appealed the courts ruling. Preliminary
arguments are due in June, 2018 to the extent thislitigation could result in exposure to the bank. The amount of such exposureis no currently
estimable.

Item 1A. Risk Factors

There have been no material changesin the “Risk Factors” as disclosed in the Company’s response to Item 1A in Part 1 of its Annual
Report on Form 10-K for the year ended September 30, 2017, filed on December 14, 2017.

Item 2. Unregistered Sales of Equity Securitiesand Use of Proceeds
Not applicable.

Item 3. Defaults Upon Senior Securities
Not applicable.

Item 4. Mine Safety Disclosur es
Not applicable.

Item 5. Other Information

Not applicable.
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Item 6. Exhibits

The following exhibits are either filed as part of thisreport or are incorporated herein by reference:

31 Aurticles of Incorporation of ESSA Bancorp, Inc.*
3.2 Bylaws of ESSA Bancorp, Inc.*
4 Form of Common Stock Certificate of ESSA Bancorp, Inc.*

311 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32 Certification of Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101 Interactive datafiles pursuant to Rule 405 of Regulation S-T: (i) the Consolidated Statements of Condition; (ii) the Consolidated
Statement of Income; (iii) the Consolidated Statement of Changesin Stockholder Equity; the Consolidated Statement of Cash Flows;
and (iv) the Notes to Consolidated Financial Statements.

* Incorporated by reference to the Registration Statement on Form S-1 of ESSA Bancorp, Inc. (file no. 333-139157), originally filed with the
Securities and Exchange Commission on December 7, 2006.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized.

ESSA BANCORP, INC.

Date: May 10, 2018 /s Gary S. Olson

Gary S. Olson

President and Chief Executive Officer
Date: May 10, 2018 /sl Allan A. Muto

Allan A. Muto

Executive Vice President and Chief Financial Officer
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Section 2: EX-31.1 (EX-31.1)

Exhibit 31.1

Certification of Chief Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Gary S. Olson, certify that:

1 | have reviewed this Quarterly Report on Form 10-Q of ESSA Bancorp, Inc., a Pennsylvania corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state amaterial fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by otherswithin those entities, particularly during the period in which this report is being prepared,;

b) Designed suchinternal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

c¢) Evauated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) Disclosedinthisreport any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting,
to theregistrant’s auditors and the audit committee of the registrant’s board of directors:

a)  All significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have asignificant rolein the registrant’s
internal control over financial reporting.

Date: May 10, 2018 /9 Gary S. Olson

Gary S. Olson
President and Chief Executive Officer



(Back To Top)

Section 3; EX-31.2 (EX-31.2)

Exhibit 31.2

Certification of Chief Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

[, Allan A. Muto, certify that:
1. | havereviewed this Quarterly Report on Form 10-Q of ESSA Bancorp, Inc., a Pennsylvania corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state amaterial fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and
15-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us
by others within those entities, particularly during the period in which this report is being prepared,;

b) Designed suchinternal control over financial reporting, or caused such internal control over financial reporting to be designed under
our supervision, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles;

c¢) Evauated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and

d) Disclosedinthisreport any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting,
to theregistrant’s auditors and the audit committee of the registrant’s board of directors:

a)  All significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have asignificant rolein the registrant’s
internal control over financial reporting.

Date: May 10, 2018 /sl Allan A. Muto
Allan A. Muto
Executive Vice President and Chief Financial Officer
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Section 4: EX-32 (EX-32)

Exhibit 32

Certification of Chief Executive Officer and Chief Financial Officer Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

Gary S. Olson, Chief Executive Officer and President of ESSA Bancorp, Inc., a Pennsylvania corporation (the “Company”) and Allan A.
Muto, Executive Vice President and Chief Financial Officer of the Company, each certify in his capacity as an officer of the Company that he has
reviewed the quarterly report on Form 10-Q for the period ended March 31, 2018 (the “ Report”) and that to the best of his knowledge:

1, theReport fully complieswith the requirements of Sections 13(a) or 15(d) of the Securities Exchange Act of 1934; and

2, theinformation contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.



Date: May 10, 2018 /s Gary S. Olson

Gary S. Olson
President and Chief Executive Officer

Date: May 10, 2018 /sl Allan A. Muto

Allan A. Muto
Executive Vice President and Chief Financial Officer

A signed original of thiswritten statement required by Section 906 has been provided to the Company and will be retained by the Company
and furnished to the Securities and Exchange Commission or its staff upon request,
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